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PART ONE: OVERVIEW

I. PURPOSE AND INTENT
The purpose of this document is to describe the City of San Antonio
Annexation Policy, Program, and Plan.

The Annexation Policy provides the guidance and rationale for the
consideration of areas within the City of San Antonio extraterritorial
jurisdiction (ETJ) for annexation.

The Annexation Program describes the process for identifying areas
for potential annexation and results in a Program document that
illustrates and describes these areas.

The Annexation Plan is a document, required by state statute, which
must be adopted before certain types of annexation may be
pursued by the City. This document is referred to as the "Municipal
Annexation Plan."

The intent of the Annexation Policy is to implement the
Comprehensive Plan by providing City Council with specific,
objective, and prescriptive guidance for making decisions about
annexation and other issues within San Antonio's extraterritorial
jurisdiction (ETJ).

The intent of the Annexation Program is to enable the City of San
Antonio to be proactive in analyzing and identifying areas for
potential annexation by providing for a regularly updated Ten-Year
Annexation Program.

The intent of the Municipal Annexation Plan is to meet statutory
requirements for the annexation of territory.

Il. BACKGROUND AND HISTORY

Annexation is the legal process that adds land to the corporate
limits of a city. Annexation allows formerly unincorporated
properties to receive municipal services such as police protection,
fire protection, and garbage collection.

Controlled annexation can yield a more logical land development
pattern responding to population growth and economic
development opportunities, while minimizing urban sprawl and
ensuring effective delivery of services.

BACKGROUND

The extraterritorial jurisdiction (ETJ) is a legally designated area of
land located a specific distance beyond a city's corporate
boundaries that a city has authority to annex. State statutes define
the size of the ETJ boundaries according to a city's population. The
statutes allow a five-mile ETJ for cities in excess of 100,000 in
population. San Antonio, with a population of 1.3 million (per 2010
U.S. Census), has a five-mile ETJ. Cities with smaller populations
have smaller ETJs.

History of Annexation Until 1980

The City of San Antonio was organized into a city in 1837 and its City
limits were established in 1838 to encompass 36 square miles. In
1940 San Antonio had approximately 253,854 people within its 36
square miles.

Between 1940 and 1959, the City expanded on all sides, filling in
Loop 410 which was built during this same period. Annexation
during this period also included the San Antonio Airport that was
built in 1953.
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From 1960 through 1979, San Antonio expanded primarily north
and west. These annexations incorporated the University of Texas
at San Antonio (UTSA) Loop 1604 campus that was built in the
1970's, and Lackland Air Force Base.

History of Annexation Since 1980

In 1980, the City had approximately 786,023 people and covered
267 square miles. Between 1980 and 1999, most of the growth
continued north and west, filling in the portions of Loop 1604.
Development continued beyond Loop 1604 in the Hill Country to
the north, and annexation followed. Portions around IH-10 to the
east were also annexed which allowed the City's ETJ to be extended
beyond the cities of St. Hedwig and Schertz.

Between 2000 and 2013, San Antonio annexed approximately 77
square miles of which approximately 21 square miles was around
the Toyota manufacturing plant in City South, 19 square miles for
Limited Purpose south of San Antonio, and another 19 square miles
was for Government Canyon State Natural Area in northwest Bexar
County.

In 2014, the City Council approved the South San Antonio Limited
Purpose Annexation, which included four areas totaling 12,540
acres. As a result, in 2016 the City was approximately 497 square
miles with a population of approximately 1.4 million.
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Implementation
To be annexed, the land must be within the annexing municipality’s

ETJ and must be contiguous to the City limits, unless the land is
owned by the City. As a home rule city, San Antonio may
implement annexations either by:

Full-purpose annexation incorporates an area into San Antonio
and provides full municipal services including emergency
response, public facilities, and maintenance of roadways and
stormwater/drainage services. The City enforces all ordinances
and assesses property taxes as well as sales taxes.
Limited-purpose annexation allows San Antonio to enforce
planning and zoning ordinances, and selected city codes. The
property owners do not pay City property taxes, and the City
does not provide police or fire protection, roadway
maintenance, or other services. Residents can vote in City
Council and charter elections, but not bond elections, and
cannot run for office. The City must annex the area for full
purposes within three years after limited-purpose annexation,
unless a majority of the affected landowners and the City agree
to extend the deadline.

Annexations can be initiated by either the property owner or the
City.

Owner-Initiated: A process initiated by private property owners
who petition the City to annex their property into its corporate
limits.

City-Initiated: A process in which the City initiates annexation
where the affected property owners may not desire to initiate a
petition. The City may initiate annexation to correct boundary
irregularities, encourage desired economic development, or to
regulate development that could be detrimental to orderly
growth or have adverse impacts on the City.
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Annexation Policy
An annexation policy for the City of San Antonio was created in
1978 and updated in 1993, 2002, 2012, and 2016. The 2012 update
responded to changes in state law, the most significant of which
was the mandatory delay of three years for City-initiated
annexations that provides affected property owners the
opportunity to participate in negotiations related to the provision of
municipal services. To prepare the City for the initiation of
annexation under the new regulations, and in keeping with the
intent of increased public participation, the 2012 Annexation Policy:
e Provided for preparation of a ten-year Annexation Program that
identifies areas the City may wish to consider for annexation in
the future; and
e Improved external communication by holding additional public
information meetings and soliciting comments from affected
property owners, existing City residents, and pertinent local
government agencies, prior to initiating formal annexation
hearings.

This 2016 the annexation policy has been revised to incorporate the
broader set of issues identified in the SA Tomorrow Comprehensive
Plan. It also provided a more refined set of policy statements and
criteria for developed and undeveloped land that could be
considered for annexation.

Annexation Program

The City will involve property owners and community organizations
from the ETJ and within the City itself in the formulation of the
Annexation Program. City staff will conduct information meetings
with interested local government agencies and affected property

owners to answer questions and receive comments. As a non-
legally binding document, inclusion of an area in the Program does
not obligate the City to annex that area, nor does absence of an
area from the program preclude the City from annexing the area.
The five-year annexation program is a tool used to implement the
Comprehensive Plan. Areas are placed in the Program based upon
criteria defined in the Annexation Policy and feasibility of providing
City services. The City Council holds public hearings before adopting
the Annexation Program.

Annexation Plan

State law requires cities to identify areas with 100 or more separate
residential lots or tracts that the City intends to annex for full
purposes in the City's Annexation Plan. Full purpose annexation of
any areas in the plan must be completed before the 31 day after
the third anniversary of the area's inclusion in the annexation plan.
However, some annexations can be approved without being
included in the Annexation Plan, including sparsely developed areas
with less than 100 residential tracts and owner-initiated
annexations.
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11l. BASIS AND STRATEGIES

Growth will occur, with or without annexation. Based on the
Comprehensive Plan, which provides goals related to growth and
development, the annexation policy guides the rationale for future
annexations evaluating potential areas using strategies and a series
of policy statements. The overriding goal pertaining to Annexation
within the Comprehensive Plan states strategic annexation must
benefit existing and future City residents and does not burden the
City fiscally. Additionally, the rationale for annexation should
consider the potential consequences of annexing or not annexing on
the long term viability of the City and the region.

BASIS

The City uses annexation as a tool to implement the Comprehensive

Plan. The City annexes territory to:

e To ensure orderly development through zoning and
development standards.

e To create efficiency in service delivery and provides services not
available in rural areas.

e To maximize San Antonio’s economic opportunities and return
on the City’s investments.

e To protect and preserve natural, cultural, historic, military and
economic assets.

Impact of Annexation

The City’s decision to annex or not annex land has impacts, both
positive and negative, on the City, new residents and businesses,
and the region. The impacts of annexation are the impetus for the
reasons for annexation provided above.

By not annexing land, the City loses control of growth on its
borders, which can lead to a loss of economic opportunities, public

health and safety concerns due to a less stringent regulatory
environment, and the creation of competing communities with
potential incompatible land uses. On the other hand with
annexation the City would extend municipal services further
outward which could increase costs to the City and its residents and
cause the City to spend resources further away from developed
areas within the City to support new development areas on the
fringe.

Bexar County lacks the resources and authority to permit and
manage new urban development and enforce the maintenance of
existing properties. New development in the unincorporated county
is not subject to the standards and inspection requirements found
within the City and may lead to substandard development and loss
of property value, which ultimately could create a burden on the
jurisdiction’s ability to maintain infrastructure and deliver services.

Annexation provides the opportunity for the City to extend urban
level services that are not available in the unincorporated portions
of the county, which allows for the more efficient provision of public
services and infrastructure necessary to develop land and
consequently the tax base for the City, the region, and the state.
There is a need for unified planning between the city and the
periphery, which can in some cases be done more easily if the fringe
community becomes part of the city.

With annexation, the City can apply zoning to the property which
prevents the establishment of incompatible development patterns,
while protecting existing and future land uses. Zoning provides
protection from the encroachment of incompatible uses that may
negatively affect the property’s value or the ability to continue the
use on the property. Annexation therefore can be used as a growth
management tool by promoting orderly development patterns.
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The consideration of the positive and negative impacts of
development on the City and its potential new residents/businesses
is a key element of the policies the City uses to assess annexation
areas.

STRATEGIES

San Antonio can demonstrate how the annexation process can be
administered as a positive tool for guiding development in its ETJ
and implementing its Comprehensive Plan. The strategies listed
below should help the City achieve its strategic goal of promoting
orderly and sustainable growth.

Promote Economic Development

San Antonio should use annexation, where appropriate, as a tool to

facilitate public-private partnerships intended to stimulate local and

regional economic growth and implement sound capital
improvement programming.

e The City should use its ETJ as a planning resource by anticipating
candidate areas for annexation. Such areas would primarily
consist of raw land, be accessible to public utilities and services
provided by San Antonio, and be within three years of being
developed.

e Prior to annexation, the City should coordinate with the
property owners in developing a service plan for the logical
extension of infrastructure and services to the proposed
development.

Facilitate Long Range Planning

San Antonio should use annexation to manage and regulate
development on the fringe of the City in accordance with the
Comprehensive Plan.

e Asunincorporated areas become more densely developed, the
Comprehensive Plan should identify additional regional growth
centers in the ETJ, which should be considered for annexation.

e The Comprehensive Plan should address linkages to future
growth centers in the ETJ. Consideration should be given to key
thoroughfares and their impact on new development patterns
as they extend into the ETJ.

e San Antonio’s regional partners, including San Antonio Water
System (SAWS), VIA Metropolitan Transit Authority (VIA) and
the Alamo Area Metropolitan Planning Organization (AAMPO),
also have long range plans that need to be considered.

Protect Existing and Future Development

San Antonio should use annexation as a means of extending the

City's land use regulations and building codes to protect existing and

future development from inadequate design and construction

standards that may proliferate in unincorporated areas and from
incompatible land uses around its natural, cultural, historic, military
and economic assets.

e Planning, zoning, building inspections, code compliance, and
other enforcement jurisdictions of the City of San Antonio are
extended to annexed territories on the effective date of the
annexation ordinance.

e As part of an owner-initiated or limited-purpose annexation, the
City should prepare a report recommending the locations and
types of zoning districts to be established based on the
Comprehensive Plan, and provide a copy of the report to the
Zoning Commission, Planning Commission, and the City Council
for their evaluation at public hearings.
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Foster Intergovernmental Cooperation

San Antonio should use annexation as an approach for alleviating
jurisdictional conflicts with abutting municipal and county
governments, and for coordinating service delivery arrangements
with emergency response providers.

The City should consider requests for boundary adjustments from
adjacent municipalities where an exchange of territories of
equivalent value, or an exchange for other considerations of
equivalent value, could occur between the cities. The requesting
municipality should have adequate land use controls to maintain
development standards equivalent to those of the City of San
Antonio. It can be anticipated that such adjustments will not be
adopted if the area to be released would result in a reduction to the
City of San Antonio's revenue stream or if the area contains natural,
cultural, historic, military or economic resources vital to San
Antonio's interests.
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PART TWO: ANNEXATION POLICY

IV. POLICY INTRODUCTION

The City of San Antonio has the authority to annex areas within its
extraterritorial jurisdiction (ETJ) that are contiguous to the City
limits.

The Annexation Policy applies to all three types of annexation: Full
Purpose, Limited Purpose, and Voluntary.

San Antonio should consider Full Purpose annexation in a manner
that is consistent with the Annexation Policies contained in this
document. Full Purpose annexation requires the City to provide
municipal services, and in exchange, collect City taxes.

San Antonio should also consider Limited Purpose annexation for
areas that are considered for future Full Purpose annexation.
Limited Purpose annexation allows the extension of planning and
zoning ordinances, and other selected City codes — but does not
require the extension of municipal services, nor allows the
collection of City taxes.

San Antonio should also consider Voluntary annexation for Full or
Limited Purpose Annexation, upon request from property owners,
when the request is consistent with Annexation Policy.

V. POLICY STATEMENTS

The following policy statements comprise the City of San Antonio
Annexation Policy. Both City-initiated and Property Owner-initiated
annexations are subject to these policy statements. The SA
Tomorrow Comprehensive Plan consists of nine plan elements for

which city-wide policies were developed. The Growth and City Form
Plan Element has five overarching policies to guide annexation.

1. Work with AACOG, AAMPO, and other regional partners to
determine a consistent approach for forecasting growth in
the region and develop a strategic, proactive approach to
annexation that is consistent with the adopted growth
forecast.

2. Ensure the City’s annexation policy supports desired city
form through the application of the Unified Development
Code.

3. Ensure that newly annexed residents of the City receive a
comparable level of service as current residents.

4. Ensure that annexation decisions do not create an undue
fiscal burden on the City or utility providers (SAWS and CPS
Energy).

5. Ensure that the City's growth and annexation plan provides
direction for decisions made by the major utility providers,
SAWS and CPS, so they can aid in reinforcing the
Comprehensive Plan.

The policy statements serve as the evaluation criteria to consider
when assessing annexation. The policies fit within seven evaluation
categories. Many policies apply to all land under consideration for
annexation. However, there are some policies that apply to only
developed or undeveloped areas. The policies are grouped based
on their applicability to these three contexts, all areas, developed
areas and undeveloped areas, as each context many have different
purposes for annexation.

DEVELOPED AREAS
Developed areas include areas with where the majority of parcels
considered have been developed and require urban level services.

City of San Antonio Annexation Policy, Program, and Plan
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Annexation of developed areas should address three major
objectives: ensuring efficient delivery of utilities and urban services;
protecting health, safety and welfare, and enhancing contiguity.

UNDEVELOPED AREAS

Undeveloped areas include vacant land contiguous to the City, areas
for which dense development activity is anticipated, or areas
planned for or designated in the Comprehensive Plan as Regional
Centers. The annexation of undeveloped areas should be done to
apply development standards and regulations, protect assets,
ensure the City’s future opportunity to expand, enhance the
provision of services, and maximize infrastructure investments.

A. EVALUATION OF AREAS BASED ON NEED TO PROTECT
NATURAL, CULTURAL, HISTORIC, MILITARY AND ECONOMIC
ASSETS

The City of San Antonio should consider annexation to all
areas:

1. Where lack of city regulations and/or services are having an
adverse environmental impact.

2. Where lack of city regulations and/or services have an
adverse impact on Military missions/operations.

3. Where lack of city regulations and/or services have an
adverse impact on cultural and historic assets.

4. Which increase economic opportunities or prevent adverse
impacts to existing businesses and economic assets.

The City of San Antonio should consider annexation to
undeveloped areas:

9.

Where extension of zoning and land use regulations can
prevent incompatible land uses adjacent to Military
missions/operations.

Where extension of zoning and land use regulations can
prevent incompatible land uses next to natural resources
and environmentally sensitive areas.

Where natural resources and environmentally sensitive
areas exist and would benefit from annexation into the City
or where new development would impact these areas.

Where annexation mitigates the impact of development
near or within the Edwards Aquifer recharge and
contributing zones through zoning and development
regulations.

Where future economic opportunities may exist.

10. Which are designated as part of a regional center.

EVALUATION OF AREAS BASED ON SERVICE DELIVERY NEEDS

The City of San Antonio should consider annexation of
developed areas to provide municipal services to:

1.

Residential, commercial and industrial land uses that would
benefit from a level of service not currently provided.

Jurisdictional Islands to provide logical planning and/or
service delivery boundaries.

Territories that do not adversely impact services to areas
already within the City limits.

City of San Antonio Annexation Policy, Program, and Plan
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4. Territories that establish contiguity required for strategic 5. Provide development standards and regulations for
expansion of the City and its services. redevelopment and infill development to prevent adverse

The City of San Antonio should consider annexation of impacts on areas within the City.

undeveloped areas to provide municipal services to: 6. Areas that would benefit from being from compliance with

building codes and standards.

2 Plan.ned d?velop ment th?t would benefit fi rorr_1 alevel of The City of San Antonio should consider annexation of
service calibrated for a city rather than an unincorporated
undeveloped areas to:
area.
6. Prevent the creation of Jurisdictional Islands in order to 7. Provide zoning, land use, building codes, and other
provide logical planning and/or service delivery boundaries. development regulations and promote sustainable
7. Territories that establish contiguity required for strategic development practices.
expansion of the City and its services. 8. Extend regulations before development occurs, on

undeveloped land, where growth is anticipated.

C. EVALUATION OF AREAS BASED ON NEED TO PROTECT PUBLIC

HEALTH, SAFETY, AND WELFARE 9. Areas that, without regulations, could have an adverse

impact on adjacent areas within the City.

The City of San Antonio should consider annexation of

developed areas to: D. EVALUATION OF AREAS BASED ON INTERGOVERNMENTAL

RELATIONS

1. Areas where the lack of city services has created a threat to

the health and safety of residents, both inside and outside For all potential annexation areas the City of San Antonio

2. Ensure that extension of City services can address issues 1. Protect its ability to expand its City limits.
threatening the health and safety of the area and the
residents of the City 2. Consider annexing City-owned properties (including those

belonging to City-owned utilities), as soon as practical after

3. Explore alternative approaches to remedy any threats safety acquisition to provide municipal authority over the property.

and welfare of the area prior to annexing.
3. Consider annexation to preclude the creation of other

4. Promote and maintain safe living and working conditions. competing political jurisdictions.

City of San Antonio Annexation Policy, Program, and Plan
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E.

4. Consider the impact on the City’s ability to expand in the
future and potential economic competition when evaluating
requests for incorporations of new cities or expansion of
existing cities within San Antonio’s ETJ.

5. Reinforce and are in compliance with all MOUs between the
City and JBSA and all affected joint land use plans.

6. Reinforce the long term plans for the City’s utility providers
and other regional service providers.

EVALUATION OF AREAS BASED ON ECONOMIC AND FISCAL
CONSIDERATIONS

For all potential annexation areas the City of San Antonio
should consider:

1. An Annexation Program that is fiscally feasible for both
operating and capital improvements.

2. Annexation to ensure that areas benefitting from proximity
to a large urban City are contributing revenue to offset the
cost of providing services within an urban environment.

3. The impact of additional population within the City limits to
help procure federal funding for transportation and other
services that are provided on a per capita basis and increase
of City bonding capacity.

4. Annexation of areas that have a mix of residential and
commercial land uses that generate revenues to support
future services.

5. Annexation to keep economic activity, and associated tax
revenues, within the City limits.

F.

6.

Consider opportunities for agreements with other
municipalities or regional/area service providers to assist
with provision of services.

CONSIDERATIONS FOR THE DEVELOPMENT FORM WITHIN
ANNEXATION AREAS

The City of San Antonio should consider annexation of
developed areas:

1.

Where extension of zoning and land use regulations can
prevent incompatible land uses for existing residents and
businesses

Where the application of buildings codes, street design
standards, and utility requirements will lead to a higher
quality of life.

Where the built environment can be enhanced to achieve
the City’s goals for livable and healthy communities.

Where adequate transportation and transit services can be
feasibly provided.

Where land use regulations can improve the built
environment and achieve the goals of SA Tomorrow.

That increase access for residents to a wider variety of high
quality and affordable housing.

The City of San Antonio should consider annexation of
undeveloped areas:

7.

That can be developed at adequate densities to support the
efficient and economically feasible extension of city services
and infrastructure.

That are identified as part of a regional growth center.

City of San Antonio Annexation Policy, Program, and Plan
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10.

11.

12.

13.

14.

That are planned for a mixture of uses that match the goals
and policies of SA Tomorrow.

That allow for transportation and transit services to be
provided in an effective and efficient manner and contribute
to the City’s and VIA’s long term goals and plans.

That allow for a land use pattern and transportation
network that allows for the efficient provision of City
services that maximizes utilization of existing infrastructure.

That are able to accommodate infrastructure for walking,
biking and active recreation.

That are able to provide centralized and accessible
community amenities such as parks, open space, recreation
and senior centers.

That enable the City to use land use designations in order to
protect natural, cultural, historic, military and economic
resources and assets.

CONSIDERATIONS FOR THE ISSUANCE OF NON-ANNEXATION
AGREEMENTS

Non-Annexation Agreements:

1.

May be offered for Industsrial Districts, Public Inprovement
Districts, and other Special Districts

Shall be offered to property owners, within a proposed
Municipal Annexation Plan, that have Agricultural, Wildlife
Management or Timber Valuations, in accordance with
state law.

Shall require a statement that the property owner
consents to voluntary annexation at the end of the term of
the agreement or if the agreement is violated.

Should consider services in lieu of annexation to extend City
regulations and requirements in anticipation of annexation
at some point in the future. For residential developments,
additional criteria such as mixed uses, mixed housing types,
higher connectivity ratios, enhanced park and open space
dedications, pedestrian and biking paths, signage and
appearance standards, and dedicated conservation areas,
should be considered in lieu of annexation.

Should consider revenue sharing options in exchange for
the agreement, in areas that have taxing authority.

Shall be reviewed by the Planning Commission for
adherence to these policies.

7. Shall be placed in the City's Annexation Program for future

potential annexation.

City of San Antonio Annexation Policy, Program, and Plan
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PART THREE: ANNEXATION PROGRAM

VI. FIVE-YEAR ANNEXATION PROGRAM
A. Preparation

The Annexation Program provides an opportunity for
analysis of the ETJ to inform policy makers of areas for
potential annexation consideration during the succeeding
ten-year period. Preparation of the Program shall be
coordinated by the Department of Planning and Community
Development with cooperation from other pertinent
Departments and agencies. The Program may estimate the
year in which each annexation might occur.

The Annexation Program shall be reviewed by the Planning
Commission and adopted by City Council as a component of
the City's Comprehensive Plan. Inclusion of an area in the
Ten-Year Annexation Program does not obligate the City to
annex that area. Conversely, exclusion of an area from the
Program does not preclude the City from annexing that
area. The Annexation Program shall be updated once every
two years.

The Process to create the Annexation Program shall involve
Annexation Coordinators appointed by all pertinent
Departments and outside agencies that provide, or assist
the City in providing, the municipal services listed in Section
C. The steps in the process are:

Step 1. Collect data for analysis. Unless otherwise
directed, all areas in the ETJ that are contiguous to the
City limits will be considered. Data will be needed that

is referenced in Section B: Location Selection Criteria
below.

Step 2. Analyze and evaluate all of the geographic data
with respect to the Annexation Policy Statements. The
outcome of this analysis will be a set of specific
geographic areas for further analysis.

Step 3. Determine the level of service, infrastructure,
operation and maintenance that will be needed for the
proposed geographic areas.

Step 4. Once the geographic areas are selected and the
service delivery needs determined, the Office of
Management and Budget will conduct a Fiscal Impact
Analysis as outlined in Section D.

Step 5. Review all of the information generated in the
previous steps and balance the Policy, Administrative,
and Fiscal implications for each of the proposed areas
to determine a set of proposed areas for inclusion in the
Annexation Program for City Management review.

Step 6. Forward the recommended Annexation
Program to the City's Executive Leadership Team (ELT)
for review, review with the City Manager, then share
with City Council in a B-Session prior to initiating public
meetings for comment and review.

Step 7. Draft the Annexation Program document that
will be forwarded through the public process that
includes: Public Information Meetings, Planning

City of San Antonio Annexation Policy, Program, and Plan
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Commission recommendation, and final action by City
Council.

The final document will include a map of areas proposed for
potential annexation; a corresponding table of basic
information about the area (e.g. acreage, land use), the
rationale for inclusion in the Program, the year the area
should be considered for annexation, and the capital
improvements that would be needed to serve the area.

Location Selection Criteria

The Annexation Policies shall be utilized in the creation of
the Annexation Program. Within the eight areas of the
Annexation Policies, the following general factors shall be
evaluated to determine specific areas for inclusion in the
City's Annexation Program. All of the factors listed should
be considered but are not listed by order of importance.

1. General Conditions

a) Population

b) Land Use (existing and future)
c) Master Development Plans

d) Utility extensions

2. Area Assets

a) Natural Resources

b) Environmentally sensitive areas

c) Cultural assets

d) Historic structures and artifacts

e) Military property and influence zones

f) Employers within City’s target industries

3. Fiscal Considerations

g) Fiscal Impact Analysis assessing the impact of
annexation versus not annexing

h) Impact to Operating and Capital annual budgets for 10
year period

i) Loss of potential revenue due to presence of
unincorporated population

j) Loss of potential revenue to competing cities

4. Service Delivery Needs

a) Location (contiguous to City limits)

b) Geography and topography

c) Road connectivity

d) Floodplains

e) Existing infrastructure

f)  Future fire response districts and station locations
requirements and other services (see Section C for list
of services)

5. Public Health, Safety and Welfare

a) Environmental issues such as air quality, tree
preservation, habitat protection

b) Proximity and impacts to the Edwards Aquifer

c) Health and safety issues

d) Other City policies

6. Intergovernmental Relations

a) IGAs, MOUs, and joint land use plans

b) Requests for incorporation

c) Requests for ETJ release

d) Existing Special / Public Utility Districts

e) Requests for Special / Public Utility Districts

f) Proximity of area to another jurisdiction

City of San Antonio Annexation Policy, Program, and Plan
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7. City Form
a) Existing and planned streets

b) Existing multi-modal transportation infrastructure and
services

c) Existing and planned transit service

d) Existing and planned regional centers

e) Existing and planned community amenities (parks, open
spaces, recreation and senior centers)

f) Existing and planned schools

g) Existing and planned housing

h) Walk Score

8. Non-Annexation Agreements
i) Location of existing non-annexation agreements
j)  Property with Agricultural Exemptions

Municipal Services to be Provided

For prospective areas to be annexed, the level of service,
operation, infrastructure, and infrastructure maintenance
needed must be considered for the following municipal
services:

Emergency Services

=  Police Protection

=  Fire Protection

= Emergency Medical Services
Infrastructure and Utilities

= Roads, streets, and street lighting

= Stormwater management

= Solid Waste Collection

=  Water and wastewater
Community Facilities

=  QOpen Space, Parks and Recreation Facilities

= Libraries

= Health Care

=  Animal Care
Development Services

= Code Compliance

= Zoning

=  Building Permits

In addition to the services listed above, operations and
maintenance of any other publicly owned facility, building, or
service currently provided by the City shall be evaluated. Gas
and electrical services are excluded.

Fiscal Impact Analysis

Once an area location has been selected, a Fiscal Impact
Analysis must be conducted before the area is recommended
for inclusion in the Annexation Program. The Fiscal Impact
Analysis shall be conducted by the Office of Management and
Budget, in cooperation with other pertinent Departments. The
Fiscal Impact Analysis considers both revenues and
expenditures for proposed areas. Below is the methodology
that shall be used for the Fiscal Impact Analysis.

1. Expenditures

a. Expenditures shall be considered for all municipal
services to be provided.

b. Expenditures shall include annual operation and
maintenance costs.

c. Expenditures shall include capital improvement costs.

d. Expenditures shall be based on an assessment of the
services to be delivered, the level of service to be
delivered and the estimated costs of providing the
service.
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e. Service delivery cost estimates shall be provided by the
Department responsible for service delivery, in
conjunction with the Office of Management and
Budget.

f. Expenditures may be estimated on a per capita, per
acre, or per linear foot basis, as appropriate.

Revenues — the following shall be considered:

a. Property taxes from existing land uses

b. Property taxes for proposed future land use (based on
current tax rate)

Sales tax

CPS revenue

Other revenues (e.g. other local taxes, user fees, etc.)
Revenues may be estimated on per capita or per acre
basis, as appropriate

S0 a0

Time Period of Analysis

The Fiscal Impact Analysis shall extend a minimum of 10

years into the future. If necessary, the time frame should

be extended to either:

a. theyear the areas are built-out, or

b. the repayment period for any debt that would need to
be assumed to more accurately reflect the applicable
revenues and expenditures.

Population Estimate

To estimate population for an area, the number of housing
units proposed for construction or annexation during the
Time Period of Analysis shall be multiplied by the average

household size (humber of people per household) according

the latest U.S. Census for the City of San Antonio, or for a
comparable area within San Antonio.

Per Capita Data Sources

a. For per capita budget information, the most recently
adopted Annual Budget shall be used.

b. For total population and land use data, the
Comprehensive Plan and/or U.S. Census data shall be
used.

Projected Land Use and Rate of Development

For areas that are fully developed and/or subject to an

approved Master Development Plan or Plat:

a. The projected Land Use should be based on
Development Phases provided by the property owner
on the approved Plan or Plat.

b. The anticipated Rate of Development should be based
on the Development Phases provided by the property
owner on the approved Plan or Plat.

For areas that are undeveloped and not subject to an

approved Master Development Plan or Plat:

a. The projected Land Use shall be as depicted in the
Comprehensive Plan.

b. The anticipated Rate of Development shall be based on
the annual growth rate for that sector of the City or the
adopted land use assumptions.

Annexation Program Review during Annual Budget Cycle
The costs associated with a future annexation proposed in
the Annexation Program should be reviewed during the
annual budget process.

External Communication
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In formulating the Ten Year Annexation Program, the City shall
involve property owners, neighborhood associations and
community organizations within the City and the City's ETJ. The
City shall also seek public comment during the biennial update
of the Annexation Program.
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PART FOUR: ANNEXATION PLAN

VIl. MUNICIPAL ANNEXATION PLAN

A. GENERAL PROVISIONS

The City may annex territory that is within its Extraterritorial
Jurisdiction (ETJ); contiguous to the City limits; and has a
minimum land width of 1,000 feet. The City may annex up to
10% of its existing land area per year. If no annexations occur in
a given year, the City may carry forward up to three years and
annex 30% of its existing land area. In 2012, the City limits
covered approximately 470 square miles.

B. FULL PURPOSE ANNEXATION

Full Purpose Annexation requires the City to provide City
services, and in exchange, to collect City taxes. While the level
of services provided does not have to be the same throughout
the City, it must be comparable to the level of service,
infrastructure, and infrastructure maintenance available in
other parts of the municipality with similar topography, land
use, and population density.

To annex property for Full Purposes, per state law, the City must
adopt a Municipal Annexation Plan that identifies the areas to
be annexed. Annexation of an area under the plan must be
completed before the 31° day after the third anniversary of the
date the area was included in the annexation plan.

The general purpose of the Municipal Annexation Plan process
is to identify the areas the City intends to annex; notify the
property owners that their property is in the plan; prepare a
Service Plan for the area; and hold public hearings. Below is a
general outline of the steps required within the three year

period between adoption of the Municipal Annexation Plan and
the annexation of territory:

Municipal Annexation Plan Three Year Process
The preliminary process for Limited Purpose Annexation could
take six months or more and requires the following steps:
1. Adopt Municipal Annexation Plan (Day One)
Notify property owners that are in plan (within 3
months)
3. Compile inventory of existing services
4. Prepare proposed “Service Plan”
5. Conduct two public hearings
6. Begin negotiations with property owners (if necessary)
7
8
9

N

Finalize Service Plan
(Potential) Arbitration of service plan
. Planning Commission hearing

10. City Council hearing(s)

11. Annexation may only occur in 37" month after plan is
adopted — before the 31 day after the third
anniversary of the date the area was included in the
annexation plan.

C. EXEMPTIONS TO MUNICIPAL ANNEXATION PLAN
State statute does allow some exemptions to the three-year
Municipal Annexation Plan process for areas to be annexed
for full purposes. These include exemptions if:

a. The area contains 99 or fewer residential tracts
The annexation is by petition of the property owner

c. The annexation is by petition of greater than 50% of
property owners of the area to be annexed

d. The area is located in a colonia as defined by state
statute
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e. The municipality determines that annexation is
necessary to protect the areas to be annexed or the
municipality from a) imminent destruction of property
or injury to persons or b) a condition or use that
constitutes a public or private nuisance as defined by
the State.

The process for annexation of an area exempt from the
Municipal Annexation Plan could take six months or more to
complete and includes the following steps:

1. The City must prepare a Service Plan for the extension
of municipal services to the area prior to the public
hearings.

2. Before instituting annexation proceedings, two public
hearings must be held.

3. Once annexation proceedings are instituted, through
public reading of the ordinance to annex, the
annexation must be completed within 90 days.

The decision to proceed with annexation of an area exempt
from the Municipal Annexation Plan will be based upon an
evaluation utilizing the Annexation Policy statements and
Program steps found in Sections IV and V of this document.

LIMITED PURPOSE ANNEXATION

Limited Purpose Annexation does not require the City to extend
services, nor does it allow the City to collect taxes. This type of

annexation allows the City to apply City planning and zoning
ordinances, and selected city codes to the area annexed. San

Antonio should consider Limited Purpose Annexation for areas

that are included in the Annexation Program for future Full
Purpose annexation.

The preliminary process for Limited Purpose Annexation could
take six months or more and requires the following steps:

1.

A Planning Study must be completed that: Provides a ten-
year projection regarding anticipated development;
Describes the public benefits anticipated to result from the
limited purpose annexation; Analyzes economic,
environmental, and other impacts of the limited purpose
annexation; and identifies the proposed zoning.

A Regulatory Plan must be completed that identifies the
kinds of land use and other regulations that will be imposed
in the area if it is annexed for limited purposes; and states
the date of anticipated full purpose annexation prior to the
public hearings.

After the Planning Study and Regulatory Plans are
completed, and before instituting annexation proceedings,
two public hearings must be held.

Once annexation proceedings are instituted, through public
reading of the ordinance to annex, the annexation must be
completed within 90 days.

Annexation for full purposes must be completed within
three years of the initial date of limited purpose annexation.

The decision to proceed with Limited Purpose Annexation for an
area will be based upon an evaluation utilizing the Annexation
Policy statements and Program steps found in Sections IV and V
of this document.
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PART FIVE: APPENDIX

VIIL. DEFINITIONS

Annexation — The legal process by which a City extends its
boundaries.

Annexation Policy — A set of guidelines for making annexation
decisions.

Annexation Program — A component document of the
Comprehensive Plan that identifies areas the City may consider for
annexation. Inclusion of an area in the Program does not obligate
the City to annex that area, nor does exclusion of an area preclude
the City from annexing that area.

Annexation Plan — See Municipal Annexation Plan.

Contiguous — Sharing a common boundary or border, or abutting a
municipality’s city limits. Areas with non-annexation agreements
due to agricultural exemptions are considered contiguous to the
City limits.

Developed — Characterized by significant site improvements, such
as utility installations, paving, and in many instances, the
construction of one or more structures.

Development Agreement — Agreements authorized by Chapters 43
and 212 of the Texas Local Government Code and negotiated with
property owners and adopted by City Council. Development
agreements are often used in conjunction with the following:

1. An Industrial District for Extraordinary Economic Development
Projects,

2. A Special Utility District or Public Improvement District that has
taxing authority to pay for infrastructure improvements, or

3. Anagreement for Services in Lieu of Annexation that may be
negotiated with property owners who do not want to be placed
in a Municipal Annexation Plan but have areas for which the
City would like to extend regulations and services.

Disannexation — The legal process by which territory is removed
from the city limits. (A majority of the qualified voters of an
annexed area may petition the City Council to disannex the area if
the City fails to provide services to the area within the period
specified by the service plan. Similarly, the City may seek to
disannex an area if it determines that it is unable to provide
municipal services to that area in accordance with state law.)

Extraordinary Economic Development Project — A commercial or
industrial project that is eligible for property tax abatement and
generates substantial benefit to the municipality.

Extraterritorial Jurisdiction (ETJ) — Unincorporated area that is
contiguous to, and extends five miles from, the San Antonio City
limits. In the ETJ, the City has the authority to annex. The area
excludes other municipalities and their respective ETJs.

Extraterritorial Jurisdiction (ETJ) Release — An agreement to release
ETJ boundary as agreed to jointly by written consent of two
municipal entities.

Full Purpose Annexation — The legal process for annexing an area in
order to provide full municipal services. The City enforces all
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ordinances, provides services as required by law, and assesses
property and sales taxes.

Incorporation — The creation of a municipal corporation (i.e. "City").

Industrial District — An area containing an Extraordinary Economic
Development Project for which a non-annexation agreement is
often issued for up to 15 years and is renewable to delay annexation
and the extension of City taxes.

Infrastructure — Facilities necessary to provide City services, usually
referring to physical assets such as streets and utility lines.

Jurisdictional Island — An unincorporated area surrounded on most
sides by the City of San Antonio and/or other municipalities.

Limited Purpose Annexation — The legal process for annexing an
area in order to provide only certain regulatory services such as
planning and zoning ordinances and other selected city codes. Full
municipal services are not provided and property and sales tax is
not collected. Residents may vote in City Council and charter
elections, but not bond elections.

Military Mission — A mission or operation as identified in a Joint
Land Use Study, by the San Antonio Joint Base Commander or by
Military authorities.

Mixed Use Centers — An area that contains, or has the capacity to
contain, compact and higher intensity urban land uses, as
designated in the City’s Comprehensive Plan. It has many
characteristics of a downtown: a concentration of jobs, housing
units, schools, parks, and other public facilities, public
transportation hubs, pedestrian activity and a sense of place. This

mix of uses supports sustainable development, which seeks to
balance access, mobility, affordability, community cohesion, and
environmental quality.

Municipal Annexation Plan — A document required by state statute
that identifies areas to be annexed. Adoption of the Plan by the
municipality initiates a three-year process that includes a public
process and the creation of a Service Plan for the provision of
municipal services after annexation.

Municipal Boundary Adjustment — An adjustment to municipal
boundaries agreed to jointly by written consent of two municipal
entities.

Non-Annexation Agreement - An annexing municipality must offer
15-year non-annexation agreements to property owners who have
Agricultural Tax Exemptions if the area is slated to be placed in a
Municipal Annexation Plan. The agreement is only valid while an
agricultural exemption is maintained and becomes void if
development activity is pursued.

Planning Study — A document required for Limited Purpose
Annexation which provides a ten-year projection regarding
anticipated development, proposed zoning, and anticipated public
benefits gained from the annexation.

Regional Growth Centers — An area that contains, or has the
capacity to contain, compact and higher intensity urban land uses as
designated in the City’s Comprehensive Plan. Itis an area
consisting primarily of industrial and commercial uses, with a high
concentration of jobs. Related and supporting uses include office
space and services. Unlike mixed-use growth centers, they tend to
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support "big box" style retail that is less conducive to high density
and pedestrian friendly residential areas.

Regulatory Plan — A document required for Limited Purpose
Annexation that identifies regulations and land uses to be extended
to the area.

Service Plan — A document required as part of the Three-Year
Municipal Annexation Plan that outlines the schedule for the
provision of municipal services to an area annexed for Full Purposes.

Services in Lieu of Annexation Agreement — A type of non-
annexation agreement to guarantee the land's immunity from
annexation for a period of up to 15 years; extends certain aspects of
the city's land use and environmental authority over the land; and
authorizes enforcement of land use regulations other than those
that apply within the City.

Special District — A political subdivision of the state providing water,
sewer, drainage, transportation and/or other utility and
infrastructure services within a specified geographic area.

Utility District — A political subdivision of the state providing water,
sewer, drainage and/or other utility services within a specified
geographic area. Sometimes referred to as a Municipal Utility
District.

City of San Antonio Annexation Policy, Program, and Plan

Page 24 of 24



Technical Report

SA Tomorrow Annexation Policy
and Strategy Assessment

The Economies of Land Use

Prepared for:

City of San Antonio

Prepared by:

Economic & Planning Systems, Inc.

May 1, 2016

Economic & Planning Systems, Inc.
730 17th Street, Suite 630
Denver, CO 80202-3511
303 623 3557 tel
303 623 9049 fax
EPS #143026
Denver
Los Angeles
Oakland
Sacramento

WWW.Epsys.com



Table of Contents

1. INTRODUCTION AND FINDINGS ..ttt ettt e e e e e e e e et e e ettt ea e ea e e e e e amnnnnes 1
e @Yot A U] o T 1= P 1
Scope OFf WOrK @nd PrOCESS ...ttt e e e e e e e 1
Annexation Policy ReCOMMENTAtIONS ... .ot et aeeas 1
Annexation Strategy ReCOmMMENatiONS ... . .ottt aaaeas 3

D NN N =50 B [0\ T T 9
ANNEXATION CaASE STUTIES. ...t iii ettt ettt ettt ettt et e e et e e aane e e e eeaneeeeeaanneeenn 9
ANNEXALION PEWG INPUL . ..ttt ettt et et e et e et e et e e e e e e eaneenans 10
(2T ToTe] 0 g ] aT=TaTe [=To I o =T a Lo T 12

3. ANNEXATION STRATEGY AND PLAN ...ttt ettt ettt e et e et e e e et e e e e e annees 15
Major Issues and CoONSIAEratiONS ... ... uii ittt et aaeeeaaas 15

Plan Element Working Groups TNPUL ... ettt eeaes 25



List of Figures

Figure 1
Figure 2
Figure 3
Figure 4
Figure 5

Figure 6

Annexation Policy CoNtexXt CategOries ... .ot 13
Texas County and City Authority COMPAriSON ......ceiiiiiii i eaeevaneeaas 16
(O SISt oV ol N - N PP 18
SAWS WAEE SEIVICE AFBa . ..ueennie ettt ettt ettt et e et e e e rneanens 20
SAWS SEWET SEIVICE ANBa . .ttt ettt ettt ettt et e e e e e aaneeaans 21

Annexation Meeting 2 Summary of Feedback.........ccooiiiiiiiiiiiiiii 26



1. INTRODUCTION AND FINDINGS

Project Purpose

The annexation policy for the City of San Antonio (the City) is a component of the
Comprehensive Plan. During the SA Tomorrow process, the need arose to evaluate the current
policies to make sure it matched with the policies being drafted for the overall comprehensive
plan. The City’s annexation policy was updated recently in 2013. Despite the recent update,
there is a need to reevaluate them given that SA Tomorrow is the first major update to the City’s
comprehensive plan in a few decades.

Economic & Planning Systems, with support from MIG, was tasked with evaluating the existing
annexation policy and recommending changes to ensure the policies match with the
comprehensive plan policies. As well, there was a desire to revisit the current annexation
strategy and priority annexation areas. The development of annexation strategy is an involved
and rigorous process and not something that can be completed within the comprehensive plan
process. However, the City did want to provide an opportunity for the consultants and plan
element working groups to weigh in on whether the current priority areas match with the
recommended policies and if they should be reconsidered.

Scope of Work and Process

EPS was tasked with providing a revised annexation policy document and a technical
analysis/report for uses to inform the City Council of the changes recommended and any
recommendations related to the existing annexation areas. To revise the policies and develop the
technical report the following tasks were completed:

Review annexation literature and present at the Annexation Summit

Analyze peer city annexation policy

Conduct outreach meetings with stakeholders and Plan Element Working Group (PEWG) participants
Revise the current annexation policy

ik wnN e

Develop recommendations related to the annexation strategy

The outreach meetings were a major component of the scope of work and were used to develop
the recommendations developed. Three PEWG annexation meetings were held throughout the
process, which had 40 to 60 participants at each meeting. In addition, individual meetings with
SAWS and CPS were held to identify concerns and issues for both parties in relation to
annexation. A description of the meetings and the feedback received are provided in this report.

Annexation Policy Recommendations

The revised annexation policy for the City of San Antonio is attached to this document. The
annexation policy was revised based on the analysis completed for the process including a review
of annexation literature and case studies of peer city annexation policy. The revisions were also
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made based on the feedback received from the three meetings with the plan element working
group members. The following are the major policy recommendations:

1. Make the basis for annexation more focused and aligned with the goals of the City.

The current basis for annexation, the reasons the City would choose to annex, are broad and
provide little direction for why to annex. The peer cities analyzed had more focused and
fewer reasons for annexation, which makes the subsequent policy more focused and easier to
follow. The recommended revised basis for annexation is provided later in this report. The
major themes (reasons) to annex identified in the outreach efforts were the need to protect
natural, cultural, historic, military and economic assets and to ensure a more orderly
development pattern.

2. Provide annexation policies that align with the context of the areas being
considered for annexation.

The current annexation policy statements do not specify condition or context in which they
apply to, therefore it is difficult to understand if a policy should be considered because it may
not be applicable to the area being considered. The City should organize policies by three
contexts; all areas, undeveloped areas and developed areas. These three context make using
the policy document easier and provide more clarity to reasons why the City should consider
annexing land that is undeveloped or developed, as they often differ and sometimes are
contradictory.

3. The goals and policies related to the desired development pattern and overall city
form should be incorporated into the annexation policy and considered when
annexing.

The current annexation policies provide minimal guidance or evaluation criteria related to the
desired form of the built environment the City is hoping to achieve through the
comprehensive plan. The City should incorporate policies specific to the City’s desired
development form into the annexation policies and use the annexation goals developed by
the Growth and City Form PEWG as the overriding policies for annexation. These policies are
included in the revised annexation policy attached to this report and are listed below. Lastly,
the City should consider and measure how well potential annexation areas reinforce the
desired city form.

Growth and City Form Plan Element Working Group Annexation Policies

1. Work with AACOG, AAMPO, and other regional partners to determine a consistent approach for
forecasting growth in the region and develop a strategic, proactive approach to annexation that
is consistent with the adopted growth forecast.

2. Ensure the City’s annexation policy supports desired city form through the application of the
Unified Development Code.

3. Ensure that newly annexed residents of the City receive a comparable level of service as current
residents.

4. Ensure that annexation decisions do not create an undue fiscal burden on the City or utility
providers (SAWS and CPS Energy).

5. Ensure that the City's growth and annexation plan provides direction for decisions made by the
major utility providers, SAWS and CPS, so they can aid in reinforcing the Comprehensive Plan.
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Annexation Strategy Recommendations

The revised annexation policies provide a more focused basis for annexation, but there are still
multiple reasons for annexation provided. The policy revisions are still relatively board and
provide a fair amount of flexibility for the City for annexation. The policies do not provide a
strong recommendation on whether the City should continue with a substantive, large scale
annexation strategy or adopt a limited approach to annexation in the future. If the City decides
to take a strong position (either way) on annexation, then the policies may need to be revisited
to match with this shift in policy direction. Changes are more likely to be necessary if the City
decides to greatly curtail annexation activity in the short and long term. The following
recommendations related to the annexation strategy are provided to help frame the discussion
around annexation for the City’s policy makers.

Key Annexation Priorities

The following priorities should be the main objective of any annexation strategy the City
develops. The current priority annexation areas for the City should be reassessed to ensure they
are in line with these priorities and additional regional coordination is likely necessary before the
City continues with its current annexation strategy. Regardless of future annexation activities,
these priorities should be paramount.

1. The long term growth plans of the City, SAWS and Bexar County should be coordinated and
documented specifically in policies related to the City’s ETJ, SAWS’ CCN areas for water and
sewer, and utility service agreements.

2. The City, Bexar County, and other regional jurisdictions and partners need to develop a
strategic, regional approach to growth that reinforces regional goals related to
transportation, sustainability and resource protection. The regional growth approach needs
to identify ways to reduce the amount of urban level development in the unincorporated
portion of Bexar County.

3. The City should prioritize the protection of its natural resources, specifically the Edwards
Aquifer, and enhance policies and tools needed to protect the continued recharge of the
aquifer and water quality within the aquifer.

4. The City should consider annexing any areas that have the greatest potential for aiding the
protection of natural, cultural, historic, military and economic assets.

5. The City needs to make sure annexation policies ensure the long term fiscal health of the
City.
6. The City needs to make sure annexation policies do not lead to disinvestment in the existing
portions of the City and enable the City to balance resources in an equitable manner.
Recommendations
1. The City should reexamine the existing priority annexation areas
The current priority annexation areas seem to be the logical areas for continued annexation.

However, they should be revisited to ensure they match with the revised policy and goals
developed through SA Tomorrow and consider the priorities of the City for annexation.
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Implications of an Annexation Strategy

It is likely that any annexation strategy may negatively impact the priorities above in some way
and therefore the City must identify additional policies, tools and strategies that are outside the
use of annexation to mitigate the impacts of an annexation strategy. The implications of
annexation are identified below to illustrate the issues and considerations the City must address
to mitigate impacts of one course of action versus another. The issues identified are not a
comprehensive list of the potential impacts but a variety of major themes that will likely need to
be addressed and were identified through the outreach process. The purpose is to illustrate that
policy and tools are needed to augment any annexation policy and strategy that go beyond
annexation itself.

Growth Context

Bexar County is forecast to grow by over a half million households and jobs over the next 20 to
30 years. There is substantial growth expected for San Antonio. While many of SA Tomorrow
policies are focused on encouraging infill development, the City cannot accommodate all new
growth through infill. The City did not proactively annex high growth areas from 2000 to 2012,
with major annexations being a 21 square mile area around the Toyota manufacturing plant and
a 10 square mile area around the Government Canyon State Natural Area. In the absence of the
City expanding, a significant amount of development occurred in the unincorporated portion of
Bexar County (nearly 150,000 increase in population in the unincorporated portion of the county
from 2000 to 2013). Bexar County has limited authority to guide and control growth in the
county, as it lacks authority to zone and perform inspections on new construction and lacks
revenue tools to provide increased services. Utility service (water, sewer, and electricity/gas) are
provided by SAWS and CPS in these areas and are within their CCN area, which require they
provide services if requested and standards are met. As a result, no jurisdiction or service
provider had the authority to say no to new development.

The crux of the matter is the differential between current service levels provided by Bexar
County and neighborhood specific providers (such as street maintenance, security or volunteer
fire departments), and the services that can be provided by a city. In some cases these
developments have services equal to what city residents enjoy, especially in more affluent
neighborhoods with well managed home owners associations that act in a quasi-municipal
manner. In other cases, the services have been replicated on smaller scale applications and are
potentially sufficient. However, in others the lack of city services is clear. It is not in the City’s
or region’s best interest to continue to allow large-scale, urban-level development in the
unincorporated portion of the County without an alternative service provider replicating city
services.

The City of San Antonio is now faced with this issue. Does the City annex outward to ensure an
orderly growth pattern and prevent health and safety issues that can come from the lack of
development standards and inspections? Or does the City allow growth to continue as it has in
the recent past? Or does the City allow for the creation of new municipalities within its ETJ?
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Issues and Considerations

The following issues regarding continued annexation and outward growth were identified during
the process. The considerations/implications regarding each issue is provided, as well as
potential courses of action for the City to take to address the issue.

Services Provision

Consideration 1- Development in the unincorporated portion of the County served by fragmented
service providers can be effective on a limited basis.

e More affluent neighborhoods are willing and able to structure services, such that they receive
adequate levels of service.

e Fire service typically involves volunteer staff.

e Security services typically involve combination of private firms backed by the county sheriff.

e Solid waste is contracted privately.

e Current residents with these solutions appear to be content and adequately served.

Consideration 2 — The replication of urban services does not work as well for less affluent
neighborhoods based on past experiences.

e Self-funded solutions become less viable without a well-funded and comprehensive Home
Owners Association.
e Neighborhoods become more reliant on County services, which are not funded adequately for

urban density or even available.

Consideration 3 — The future opportunities for growth in the unincorporated portions of the
County are now more in the south and southwestern part of the county, which will likely be less
affluent and service provision will become more problematic.

e Market trends suggest that housing prices are at their highest in the north and drop moving
south.

e Lower priced neighborhoods will have fewer resources to create an alternative set of urban
services.

e |n some cases, these neighborhoods will become more reliant on Bexar County, which is limited
in what it can provide.

o Life safety issues addressed through building codes may not receive the full attention they
deserve and may become the City’s issues to address in the future.

e The quality of life and quality of built environment of the larger Bexar County/San Antonio

region may suffer.

Consideration 4 — In addition to addressing the challenges of the five priority annexation areas
currently defined by the City, there is a larger issue of growth coordination for future decades
that should be addressed now.

e The current CCN’s of utility providers stipulate that they must service new development.
e Expansion of any CCN will facilitate additional growth in Bexar County and surrounding counties,
especially since SAWS and CPS are the most attractive provider.
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e The development of additional service providers may occur if CPS or SAWS do not serve it,
which may present issues for SAWS similar to issues the City faces in terms of substandard
development.

e Coordinating growth policies with the utility providers, with a focus of sewer CCN, will enable
the City to limit the degree of unincorporated development or the pressure for the City to grow
beyond Bexar County.

Recommendations

2. The City and Bexar County should meet to develop a coordinated approach and
policy regarding development in the unincorporated portion of Bexar County.
The ultimate goal is to develop a joint approach and policy to future growth. The meeting(s)
should focus on how the City and Bexar County can work jointly to mitigate the negative
impacts of new development and identify tools and strategies to address impacts. As a
coordinated approach is developed, coordination with regional stakeholders (utility providers,
service providers, and other stakeholders) should be held to help to vet the approach.

3. The City and SAWS should set up regular meetings to coordinate growth plans and
address impacts of planned development.
The City and SAWS should hold quarterly or bi-annual meetings to coordinate on planned
development (both greenfield and infill) and future growth plans. At least annually, a meeting
should be focused on long-term growth issues and identifying potential conflicts with long
term growth plans that could be mitigated. CPS and other providers should be included in
long-term growth discussions.

Asset Protection

Consideration 5 — The importance of preserving the Edwards Aquifer cannot be overstated.

e The City has tools, such as land use designations and zoning, to control the extent of
development in the EARZ area but their use requires annexation.

e Alternative tools and strategies are needed for protection of the aquifer in addition to
annexation.

e Astrategic and stringent approach to ensure maximum recharge opportunities and ensure large
water quality is in the interest of the region.

Consideration 6 — Protecting the missions of military installations is a major concern of the
stakeholders that participated and should be a main objective of the City.

e Providing buffers around these installations is critical to their on-going operations and the
continued investment of the Military.

e The primary tool for providing buffers is using annexation to allow the City to put in desired land
use designations.

Consideration 7- Given the current options, the City of San Antonio is best positioned to address
regional needs, such as transportation, environmental protection, and economic development, as
a single, integrated entity.
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e The limitations of the authority for Bexar County and the difficulty of incorporation for sizeable,
new communities makes alternatives to annexation less appealing.

e Limited annexation activity and decreased development in unincorporated Bexar County could
lead to the proliferation of smaller municipalities, which may complicate regional solutions.

Recommendations

4. The focus of the City’s annexation strategy should be oriented around protecting its
assets and long term opportunities (natural, cultural, historic, military and
economic).

The extension of City services and regulations should provide a significant improvement to
annexed areas. The implications of non-action should be analyzed to identify the upside to
annexation and potential mitigation approaches that could be used instead of annexation.

5. Annexation areas should have multiple reasons for being considered for annexation
that fit within the revised basis for annexation.

The City should not explore large scale annexations for one singular, primary reason or
purpose. Annexing primarily to ensure new development is built to City standards should not
be the only goal. Annexing just to protect an asset should not be a goal. The annexation
should serve multiple purposes and fit within a coordinated growth strategy.

6. Annexation should not be the primary tool and strategy used by the City to protect
its assets.

A toolbox of alternatives to annexation to achieve goals in lieu of annexation should be
developed.

Fiscal Benefit

Consideration 8- The City should strive for a fiscal benefit from annexation.

e The City’s analysis of the priority annexation areas shows a positive impact overall and positive
impacts for all but one area.

e The two studies commissioned by the City to evaluate the fiscal impact analysis completed by
the City found that the analysis may have over-estimated the benefits from the annexation
areas.

e The one priority annexation area, I-10 East, which was found to have a fiscal burden, is being
considered to try and solve considerable health and safety concerns and address regional
flooding issues. The annexation PEWG participants expressed positive reactions to annexing for
these purposes even with the added costs, although concerns were raised about the ultimate
costs and unknown issues the City will be burdened with.

e The priority annexation areas identified are large, partly due to the need to support the required
expansion of City services, specifically fire service, to serve any areas annexed outside of existing
service areas. Annexation of only commercial properties and vacant land may not generate
enough revenue to offset costs, which may lead to the inclusion of existing residential
neighborhoods into annexation areas despite the fact that some of these areas do not need City
services.
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Recommendations

7. The City should modify its fiscal impact analysis policy and methodology for
reviewing annexation areas based on the annexation working group’s findings.

The findings from the fiscal impact studies completed recently should be incorporated into
the annexation policy document and the revised approach should be used to reassess the
priority annexation areas.

Community Equity

Consideration 9- As the City grows, it will face increasing challenges regarding resource
allocation.

e The City may not be well positioned to expand more resources to areas on the edge of the City
when investment is needed into the existing portions of the City.

e Theincreased size of the City increases the scale of the services provided by the City and
competing budget priorities may hamper services in the City. It is difficult to judge the optimal
size and scale of the City in regard to cost effective provision of services such as fire protection,
police and roadway maintenance. It should not be assumed that increased growth will create
incremental increases in costs and revenue. The type of development (mix of uses, density) that
occurs in annexation areas has a significant impact on fiscal health and should be considered
and is not uniform in different areas.

e The larger the City becomes, the more diverse the community will become, which means
increased competition for resources among areas of the City. As well, the diversity of residents
may present political barriers to achieving the visions and goals developed by the current
residents of the City.

e There is opposition to some of the annexation areas the City is proposing. Some of this
opposition is from existing residents who will not benefit from being annexed, at least in their
perception. The annexation of existing neighborhoods has greater emotional and political
impacts than other types of areas being considered.

Recommendations

8. The City should avoid annexing areas where there is limited opportunity to impact
the quality of life through City services, investment and regulations.

Large scale annexation can have unforeseen implications that may inhibit the City from
achieving its goals. The benefit to the existing area and the City should be considered, as
well as the implications of annexing versus not-annexing.
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2. ANNEXATION PoLicy

The main purpose of this analysis was to align the SA Tomorrow plan policies with the
annexation policy. This chapter summarizes the recommended changes to the annexation
policies based on the outreach efforts with the plan element working groups and evaluation of
annexation policy in peer cities.

Annexation Case Studies

Case study research was conducted on annexation policies in five cities to further inform the
analysis of San Antonio’s policies. The policies of Austin, Houston, Fort Worth, San Marcos, and
Oklahoma City were examined and key elements regarding the source document, scope, reasons
for annexation, and decision criteria were analyzed and used as points of comparison. The peer
cities were chosen to capture a wide range of reasons for annexation, similarities to San Antonio,
and mainly in Texas due to the impact of State laws on annexation that differ in other states.

Policy Source Document

Annexation policies are found in a variety of source documents — either within the city’s
comprehensive plan, as a part of the City Code, or as a standalone policy. In some cases, a city
will not have a distinct policy at all and simply an informal guideline — this is often only the case
when the city is not actively annexing land. The most common source document for annexation
policy is the comprehensive plan. That is where San Antonio’s policy currently resides, and is
also where Austin, Fort Worth, and Oklahoma City source their policy. Austin’s policy is also
housed within the City Code, while San Marcos has a standalone annexation policy and Houston
has no formalized policy.

Scope

Annexation policies generally outline when, where, and how cities annex new territory. The scope
of a city’s policy often depends on the goals of annexation and how actively the city wishes to
annex land, and can range from being a broad framework for how a city should approach
annexation to providing a prescriptive process for finding areas to annex and making an
annexation determination. The scope of a policy may be influenced by other regulations, such as
state laws prescribing city responsibilities when annexing land.

Reasons for Annexation

Cities have many reasons and goals for annexation. One of the most common reasons for a city
to annex land is to improve service efficiency. Other common reasons include applying zoning
and development regulations to nearby or adjacent areas, expanding the tax base, and generally
growing the city.

While annexation can be undertaken for a variety of reasons, the five most common in these
policies are:

e General growth: cities looking to expand their boundaries
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e Provide services to new and/or development areas: cities looking to expand the “urban”
environment to newly developing areas

e Improve service efficiency: cities looking to improve the efficiency of existing service
delivery, often by improving contiguity of service areas

e Expand the tax base: cities looking to draw resources from a broader population

e Apply zoning/development standards: cities looking to influence the type, scale, or other
characteristics of development that will happen in adjacent or close by areas

Decision Criteria

Depending on the goals annexation is meant to achieve, the decision criteria cities use to
determine whether or not to annex certain areas will vary. The main criteria found in the case
studies are: the fiscal feasibility or fiscal impact of annexation, the area’s need for or city’s ability
to provide services, the current level of development in the area, the area’s spatial relation to
the city (often whether or not it is contiguous), and the impact of annexation on inter-
governmental relations. Annexation decisions may also include other factors, and often use
multiple decision criteria. In some cities criteria are weighted in the decision-making process,
often in favor of fiscal impacts, but this is not always the case.

While the details of the policies are often related to a city’s specific goals, in general the range of
policy detail and reasons for annexation often correlates with a greater desire to annex/expand —
cities more actively looking to annex land will have more detailed, far-reaching policies.

Key Takeaways

While San Antonio’s existing policy has many of the same elements as the other cities examined,
it is overall a broader and more all-encompassing policy than the other cities. The existing policy
includes a broad scope, many reasons for annexation, and loose criteria to annex. The other
policies examined are more focused, or tied more closely to general planning and development
goals.

The annexation policy should be reflective of the desired outcome. Linking the policy to planning
and development goals can help achieve this. For example, if a city simply wants to grow, the
annexation policy can reflect that. However, if there are more specific goals or if there are only
areas with certain characteristics that a city would be interested in, the annexation policy should
be tailored to growth and development that achieve those goals.

Annexation PEWG Input

All of the Plan Element Working Group members from each plan element were invited to
participate in a series of annexation specific meetings. The participants had the opportunity to
provide input into the revised annexation policies directly in two ways. The first was an
annexation meeting, annexation meeting 1, focused completely on the annexation policy and
incorporating their policy work for each plan element into the annexation policy for the City. The
recommended changes to the annexation policy were presented at the subsequent two
annexation meetings. In addition, an online, interactive survey was created to allow participants
to review the revised policy and answer questions about the changes at the same time. Eleven
participants took the online survey (out of approximately 60 people who regularly participated in
the meetings). This section provides a summary of the feedback gained from the participants.
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Annexation Meeting 1

The first annexation meeting was focused on three components:

1. Reviewing San Antonio’s existing annexation policies
2. Understanding how other communities address annexation (case studies)
3. ldentifying policies from SA Tomorrow that should be incorporated into the annexation policy.

In reviewing the existing annexation policies, meeting participants examined the current
evaluation categories, policies, and criteria and provided feedback on whether there were
categories missing, there were too many categories, which existing criteria and policies made
sense, and which do not fit.

After case studies were reviewed, meeting participants were asked which aspects of those case
studies were most applicable to San Antonio, and if there were aspects of the case study policies
that are missing from San Antonio’s policy.

To identify the policies from SA Tomorrow that should be incorporated into the annexation policy,
meeting participants classified each policy as “applicable to annexation,” “somewhat applicable to
annexation,” or “not applicable to annexation.” Discussion then focused on how the policies that
are applicable or somewhat applicable can be applied to annexation policy.

Most of the SA Tomorrow policies — 202 of 364, or 55 percent — were deemed applicable to
annexation. The four most common themes in these policies were the environment,
transportation, military, and development form. There was a desire to more explicitly consider
the environment and environmental impacts, to incorporate transportation impacts and
development/connectivity potential into decisions, to more specifically incorporate military
interests and concerns, and to differentiate between existing and potential/planned development
and the different considerations required for the two situations. These themes and feedback were
used to refine the city’s annexation policies.

Annexation Policy Survey

The online survey walked the participants through the major changes made within in the
annexation policy document. The participants were asked how well the change addressed the
issues they identified within the annexation meetings. The response was overwhelmingly
positive, as only one response provided a response of not well for any of the changes suggested.
The participants were also provided ample open comment response opportunities. These open
comments provided the opportunity to suggest specific changes to any of the portions of the
document. A handful of suggestions were made and incorporated into the policy. The suggested
changes included mainly tweaks to policy statements. Two specific comments were to try and
incorporate the negative aspects of annexation into the policy as the policy statements were
seen as too positive/optimistic and to enhance policies related to environmental protection.
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Recommended Changes

The main purpose of this process was to incorporate the goals and policies that were developed
for SA Tomorrow into the annexation policy. The focus of the changes made was to ensure this
incorporation occurred. There are five substantive changes recommended;

¢ Modification of the Basis for Annexation

¢ Modification to the Evaluation Categories that each policy statement falls under

e Addition of three organizational contexts for policy statements (All areas, developed areas,
and undeveloped areas)

¢ Addition and modification to the specific policy statements

¢ Modifications to the Location Selection Criteria

Basis for Annexation

The first recommended modification to the annexation policy is revising the basis for annexation.
The basis for annexation is the purpose or reason why a city should annex. The case studies
found that most of the comparable cities had more focused reasons for annexation. Below are
the current basis for annexation and the recommended changes. The major change is to reduce
the number of reasons and incorporate the need to protect natural, cultural, historic, military and
economic assets. This incorporation was prompted by the plan element working group members.
This was identified by several members as the primary reason the City should annex.

Current Basis Recommended Basis

1. To apply zoning and development 1. To ensure orderly development through
standards zoning and development standards

2. To create efficiency in service delivery 2. To create efficiency in service delivery

and provide services beyond those

3. To maximize return on the city’s ] )
available in rural areas

investment in infrastructure and
business incentives 3. To maximize San Antonio’s economic
opportunities and return on the city’s

4. To protect and expand the tax base ) L
investment in infrastructure

5. To provide municipal services beyond

. . 4. To protect natural, cultural, historic,
those available in rural areas

military and economic asset

Evaluation Criteria

The annexation policy statements are organized in the current document by five evaluation
categories. These evaluation categories organize the policy statements into categories that
reflect the basis for annexation. The recommended changes to the evaluation criteria are to be
more specific with the purpose/intent of the policies and to more directly reflect the basis for
annexation. As a result, policies that relate to the need to protect natural, cultural, historic,
military and economic assets are provided first and under a new category. A new category was
added, development form, to provide policies to ensure the annexation policy will to ensure that
annexed areas match with the development form desired within SA Tomorrow. The current
evaluation criteria and the recommended revision as are shown below.
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Current Evaluation Criteria Revised Evaluation Categories

1. Existing or planned level of development 1. Protection of economic, cultural, historic,

. . natural, and military assets
2. Service delivery needs Y

3. Need to protect public health, safety, Service delivery needs

and welfare Public health, safety, and welfare

4. Intergovernmental relations Intergovernmental relations

5. Fiscal considerations Economic and fiscal health

@ o~ N

Development form

Policy Context

The current evaluation criteria include a criteria with policies addressed to the different types of
context annexation areas can have. The policies were meant to state that the City considers
annexing both developed and undeveloped land. This set of policies was too broad and did not
provide guidance on the attributes of developed or undeveloped land that the City should
consider and strive for. The policies are currently contradictory or confusing without specificity to
the whether they apply to undeveloped or developed areas. To remedy this, the policies under
each evaluation category are organized under three categories referring to which context they
apply to. The three categories are all areas, developed areas and undeveloped areas. The reason
to annex land in each context is different and therefore need more specific policy statements.
The aim of the policy statements for each context is provided below in Figure 1.

Figure 1
Annexation Policy Context Categories

All Areas Developed Areas Undeveloped Areas
Issues present in both developed and Address utility and urban service delivery Apply development standards and
undeveloped areas issues regulations

Protect assets (natural, cultural, historic,
military and economic)

D Protect health, safety and welfare
D Enhance contiguity D Ensure future opportunity to expand

Enhance service provision and maximize
infrastructure investments
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Location Selection Criteria

The majority of substantive changes to the annexation policy document are within the
annexation policy section of the document but there was one significant change within in the
annexation plan section. In the annexation plan section, there is series of location selection
criteria that should be used to vet potential annexation areas. These criteria are the
measurements needed to judge if the annexation area being evaluated fits within the annexation
policy statements. There are six categories of criteria in the current policy. The categories are
recommended to be expanded to eight to include location criteria related to development and
city form (City Form) and to the assets of the areas (Area assets). These additions are added to
match with the feedback received that the policies need to consider development form and
should be focused on using annexation to protect assets (natural, cultural, historic, military, and
economic).
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3. ANNEXATION STRATEGY AND PLAN

This chapter provides an analysis of the major issues and considerations that impact San
Antonio’s annexation strategy. The issues were identified through the literature review completed
within this process, meetings with CPS and SAWS, the three annexation PEWG meetings, and the
analysis completed within the Comprehensive Plan Initial Studies.

Major Issues and Considerations

The major areas of consideration identified within the process are explored in this section to
illustrate the various implications of annexing or not annexing.

Jurisdictional Issues and Service Availability

One of the central questions to the issue of annexation is the provision of services. What is the
optimal combination of services? Who gets them? Who pays? And, what is the best way to
ensure proportional benefit for the cost?

Changes to annexation law in 1999 made annexation more onerous for the City. As a result, the
City curtailed its annexation efforts from 2000 to 2012. In the absence of annexation, a large
amount of development occurred in the unincorporated portion of Bexar County. The impacts of
this amount of development lead Bexar County to commission a study in 2014 to understand the
impacts of urban level development in unincorporated Bexar County. The study identified that
Bexar County is limited, even more than most Texas counties, in its authority to fund and
provide services to urban level development. The authorities Bexar County has are shown in
Figure 2. The major limitations include the inability to adopt zoning, perform building
inspections, and raise any revenue to offset the costs to the County of new development through
sales or use tax or impact fees. Development within the City’s ETJ that occurs in the county is
subject to subdivision plan approval by the City, but the City cannot regulate the use or density
of development. The City can only grant approval of the subdivision given the development plans
meet the land development code requirements that appropriate for the use and density planned.
Furthermore, there are no mechanisms for ensuring development is built to the standards in the
plan once plans are approved. The report Bexar County commissioned provides a good set of
recommendations for how to potential remedy these issues and should be used as a starting
point for changes considered at the county level.

As areas become annexed and are incorporated into the City of San Antonio, residents and
businesses enjoy a greater level of service. The crux of the matter is the differential between
current service levels provided by Bexar County and the prospective, regional providers (such as
SAWS), and neighborhood specific providers (such as security or volunteer fire departments). In
some cases these are equal to what city residents enjoy (specifically water and sewer). In other
cases, the services have been replicated on smaller scale applications and are reasonably
sufficient. However, in others, such as trash collection, the lack of city services is clear.

As areas are annexed, they benefit from city police protection and city fire department service.
Additionally, building and development standards are applied and the streets, parks, homes,
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commercial buildings are constructed to higher standards. Additional benefits include the City’s
ability to participate in regional solutions to economic growth, land use, transportation, and
sustainability. Key attributes are the City’s ability to manage growth and protect key economic
assets, such as military bases. Other benefits include health and human services, code
enforcement, animal care and enforcement, as well as comprehensive solid waste collection and
recycling.

In some cases, an alternative set of services has been established. Examples include volunteer
fire departments, gated communities with private security, and private solid waste collection.
Where the wealth of a sub community is insufficient, service provision dwindles. In some cases,
baseline services from Bexar County are all that are provided.

Figure 2
Texas County and City Authority Comparison

Can Adopt Home Rule Charter

Limits on Overall Increase in Revenue

Authority To Levy Property Tax

Authority to Levy General Fund Sales and Use'
Authority to Levy Special Purpose Tax’

XX X [>x|[>x

Authority to Create Special Districts

Authority to Charge Franchise Fees

Authority to Levy Impact Fee’

General Debt Contracting Authority
Zoning Authority
Solid Waste Disposal Service Authority"'

Water Service Authority

Sewerage Service Authority
Public Transit Authority
Airport Authority

>
XXX XXX |2 [ XXX | X[ XX | >X [ >X|>X]|>X

X X X |X|Xx
> |X X |X

Source: Tischler-Bise; Bexar County
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Utility Provision

The availability and quality of utility services has a significant impact on where development can
occur. If services are available, the likelihood the area can develop increase regardless of the
jurisdictional control.

Utilities are regulated by the Texas Public Utilities Commission (PUC). Each utility has a
geography of service called a CCN, or Certificate of Convenience and Necessity, which grants
exclusivity to the utility provider to all retail demand within that geography. In addition, it
obligates the utility to providing service existing and prospective customers located in its service
area.

CPS Service Area

The CPS service area is extensive. As shown on the following page in Figure 3, the CPS service
area is expansive and it encompasses land well outside the City of San Antonio’s boundaries.
The availability of power is needed for development but is often not one of the major barriers
that must be overcome for development to occur. The cost to extend power service is low
compared to other utilities, such as water and sewer. Given that CPS has the exclusive right and
the legal obligation to serve in a service area broader than the City’s current limits and even ETJ,
it is not likely to play a significant role in the analysis of the City’s annexation options.
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Figure 3
CPS Service Area

Cpss:’* Service Boundary

Economic & Planning Systems, Inc. 18 Technical Report



SA Tomorrow Annexation Policy and Strategy Assessment
May 1, 2016

SAWS Service Area

The SAWS service boundaries are narrower in geographic scope than those of CPS. The current
CCN boundary for water service and sewer service are shown on the following pages in Figure 4
and Figure 5. The CCN boundary is approved by both the Texas Commission on Environmental
Quality (TCEQ) and the state Public Utilities Commission (PUC). The approval grants the
purveyor, in this case SAWS, the exclusive authority for retail service within the CCN. It also
obligates the purveyor toe serve in accordance with adopted extension policies.

For land area that falls outside the CCN, SAWS is not obligated but may choose to serve new
development (as long as it is not within a competing CCN). In all cases, SAWS and the
developer must enter into a Utility Service Agreement (USA) that stipulates the conditions of
service. The USA must receive Board approval if the development:

e Is Greater than 50 acres

e Is located over the Edwards Aquifer Recharge or Contributing Zone (ACRZ or CZ)
e Is within the five-mile Awareness Zone of Camp Bullis or

e Involves SAWS-sponsored reimbursements related to oversizing infrastructure.

Generally, the USA requests must meet the following criteria:

e Contiguous to existing development

¢ Minimal impact on EARZ

¢ Consistent with the City’s master plan and SAWS growth policy
e Achieve balanced growth

The main takeaway is the larger the service area of SAWS (including areas outside their CCN),
the greater the market pressure for development on land further away from the City. The
implications are that continued growth will result in greater needs for city services or the
provision of an alternative solution. The approach SAWS takes to service extensions has direct
bearing on the direction, form, and magnitude of growth in the region. However, currently
SAWS’ CCN areas for water and sewer encompass large portions of unincorporated Bexar County
and development is likely to occur in these areas at some point. SAWS has no recourse to
preclude growth and no reason to within their CCN. The provision of water and sewer service is
no different in the city or unincorporated portion of the county and is not an issue. The
implication on further expansion of the region is impacted by where future CCN expansions
occur.

SAWS Approach to Growth

SAWS adopted a Growth Strategy in April of 2010. Generally, the agency finds that growing its
infrastructure system generates benefits and at the same time eliminates potential problems.
SAWS seeks to proactivity serve areas (either through USA’s or CNN expansion), as it prevents
the proliferation of agencies, some of which may not have the expertise and may not be able to
effectively run their plants. If SAWS denies service, a developer can apply for its own CCN to the
PUC and construct a package plant. In the event SAWS chooses not to serve, the CCN request
typically leads to negotiations where the new provider has to build to SAWS specifications in the
event SAWS must take over the operations at a future date. SAWS has played this role multiple
times and has legitimate concerns about the lack of expertise and/or critical mass of new
agencies to effectively operate smaller systems.
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Figure 4
SAWS Water Service Area
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Figure 5
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When addressing issues such as growth of the CCN, providing service outside the CCN, or
oversizing/funding infrastructure, SAWS’s position is to:

e Support contiguous growth of SAWS infrastructure

e Support development in local communities

e Prevent development of Municipal Utility Districts (MUDs) or Special Utility Districts (SUDs)
e Ensure infrastructure has capacity to accommodate growth

e Eliminate potential for package treatment plans

e Seek efficiency within the system; and

e Interconnect the SAWS infrastructure

SAWS has identified a limited number of drawbacks to expansion, which are mainly focused on
preserving the recharge and contributing zones. Also, SAWS has noted that the community
benefits from the growth and diversification of the water supply. Cost of growth, it should be
noted, is borne by the developer and end user. SAWS sets impacts fees with the goal that they
facilitate growth by funding the system expansions. SAWS'’s intent is that existing customers
should not subsidize new customers and that new customers should not subsidize existing users.

In brief, the growth strategy for SAWS is to expand the CCN, as well as potentially outside the
CCN, so that it provides contiguous, cost effective expansion; enables SAWS to recover growth
costs through impact fees; supports the acquisitions of other systems cost effectively; and
ensures that growth is self-funding. In terms of infill development, SAWS is highly supportive of
infill development with adequate capacity in nearly all areas of the City (although fire flow issues
can be problematic in certain areas). SAWS believes that coordination with the City can only
benefit both agencies and welcomes the opportunity.

Historical Expansion to the CCN

SAWS has expanded its service area in response to growing needs for service. It appears, based
on interviews with staff from SAWS, that the agency has grown incrementally over multiple
decades. This pattern changed recently. In 2011, as the direction of the SAWS Board, the CCN
applications for portions of northwest Bexar County were withdrawn. Staff reports that
stakeholders expressed concerns surrounding the environment (specifically the impact to the
Edwards Aquifer) and expressed their views to the PUC. Prior to a PUC decision, SAWS formally
withdrew its requested expansion to their CCNs for water and sewer service. Based on the
concerns expressed by local stakeholders, the SAWS board modified the application and
contracted the boundary.

The change is noteworthy as it is the first time SAWS determined that its expansion of services
was not aligned with the larger public priorities. Accordingly, it changed course. Important
factors in this decision include the hilly terrain, the cost of extending service, the technical
challenges associated with the topography, and the importance of preserving the recharge zone.
In some ways, the modification to the requested expansion reflected the combined economic
reality of infrastructure costs as well as the environmental impacts to the aquifer. At a
minimum, the process reflects a new direction and the opportunity to interject a question of
community benefit regarding the broader process of expansion and system efficiency.
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Differences between the Water and Sewer CCNs

The economics and liability concerns associated with water infrastructure and sewer systems
differ. It has been reported that water systems are far easier to establish, generate greater
revenue, and represent far less risk and legal liability. For geographies with reasonable
proximity to a water source like the Edwards Aquifer, developers can drop a well, tap the aquifer,
and create a water distribution system that is reasonably cost effective. Tap fees and user fees
sufficiently offset costs. Most importantly, in the event of a system failure or pipe rupture, there
are modest damages in comparison to a sewage system failure.

Based on these factors, there is a greater propensity to create smaller water districts that
compete with the water delivery provided by SAWS. There are fewer competitive sewer districts
given the greater risks, greater up front capitalization costs, relatively lower revenues, and
greater complexity in terms of system management. The CCN maps reflects a higher number of
water districts and a relatively few number of sewer districts within the vicinity of San Antonio.

Regulatory Context

The regulatory context centers on aquifer preservation. The Aquifer Quality Ordinance includes
standards for land in the City of San Antonio, Bexar County, and the ETJ. A separate set of
zoning standards applied to land inside the city. A third set of regulations is region wide and can
be found in the TCEQ Water Pollution Abatement Plan.

Generally, additional regulations require at least half acre lots in Bexar County for land with
public water systems with private septic systems. For land that is on both private well and
septic, lots must be 1.5 acres in size or greater.

Asset Protection

Key assets include those that are environmental and economic. The prominent environmental
asset is the Edwards Aquifer and related recharge and contributing zones. The recent drought
has elevated the importance of the water supply and the exposure the San Antonio region has to
rain fall vacillations. Few elements are as influential and critical to the overall operations and
sustainability of the region. Accordingly, land use regulations that sustain its function should be
an integral component of a long range plan.

The current regulations stipulate different degrees of impervious coverage allowed. The most
restrictive, 15 percent, applied to areas outside city limits. Inside the City, impervious cover
can reach 30 percent for residential, 50 percent for multi-family, and 65 percent for commercial.
As areas annex, and higher levels of impervious cover are allowed, the City should consider
establishing adequate measures for site plan review to ensure that the higher degree of cover
does not generate negative impacts, that scaled over a large area, will generate detrimental
effects.

As noted numerous times in the public outreach component of this process, the San Antonio
community is committed to its military bases. Preserving their operations (and corresponding
federal investments) is of the highest priority. Collectively, military operations are responsible
for approximately 10 percent of total employment in Bexar County. While the bases are
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distributed throughout the county, each is important to the overall economic impact. Moreover,
the BRAC process that has resulted in the closure of multiple bases across the country has
actually benefited the San Antonio region as military missions have been relocated to San
Antonio. Its ability to expand military operations is correlated to the number and diversity of
base facilities and the corresponding critical mass that exists today.

Of the five priority areas in the City’s current annexation strategy, three are in close proximity
and/or abut military base facilities. Accordingly, annexation provides the opportunity to provide
zoning and regulatory standards to achieve better buffering. The ability of the City to preserve
this economic asset is important for long-term fiscal and financial stability.

Additional Considerations

Addressing substandard development

One main reason the City currently annexes areas is to address existing or potential substandard
development. As described above, Bexar County has limited authority to ensure development is
built safely and limited resources to provide services needed for urban level development. The
City is currently considering annexing an area in the eastern portion of Bexar County where the
lack of municipal services and substandard development has created serious public health and
safety issues. The feedback from the annexation PEWG members was generally in favor of the
City annexing areas like these to address issues. However, there are potential major impacts on
the City’s fiscal health of doing this and it is difficult to know all of the problems that exist in an
area and if the City can actually address them until after the area is annexed.

Equity
Equity is an important value to San Antonio and is often central to many debates regarding

development issues. Annexation is no different and the consideration of equity is important.
However, the issue of equity is difficult to determine in the case of annexation.

The common fear is that continued annexation outward will lead to disinvestment in the existing
portions of the City, specifically the core of the City. This is why many cities, including San
Antonio, measure the fiscal impact of annexation to ensure that it doesn’t create a fiscal burden
to the City. As the City grows outward, the City has more areas to plan and provide services to.
If annexation areas are growing quickly, as many do, the focus and resources of the City may
have to be focused on accommodating this growth with basic services and not on developed
areas within the City. In contrast, areas in the unincorporated portion of Bexar County may be
relaying on services and infrastructure the City provides without paying for the cost to provide
these services.

Based on analysis completed by EPS in the Comprehensive Plan Initial Studies and review of the
City’s fiscal impact analysis of the Annexation 360 strategy, annexation for the City is often
fiscally positive especially when the area annexed is undeveloped. Most uses are fiscally positive
if they have a high enough property value. Furthermore, growing the customer base for CPS
generates more revenue (as illustrated earlier, CPS can and will serve outside the City limits and
in these cases still benefits from the revenue these customers generate). One potential issue
with the fiscal impact analysis, which is common to many similar analyses, is that the analysis
assumes average cost factors for services like roads maintenance, which may not be optimal
when the factors were derived and the costs with different areas may not be similar. The
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comprehensive plan initial studies found that there is a greater benefit fiscally to the City for
development at higher densities than currently being built on the City’s edges.

Two studies analyzing the City’s fiscal impact analysis approach and results for the Annexation
360 study were completed separate to this analysis. The findings of these reports will provide
more guidance into the true cost of annexation and if the fears of decreased investment are
founded.

Mutual Benefit

The idea of mutual benefit was identified in the annexation case studies and within the
annexation PEWG meetings as a potential criteria or policy to use for considering annexation.
Mutual benefit can have different meanings, some that have legal requirements related, but is
basically the idea that the annexation of an area should mutual benefit the City and the property
owners being annexed. Mutual benefit is one of the primary concerns for annexation in Oklahoma
City. The requirement of mutual benefit would be difficult to define and potentially difficult for
the City to achieve if doing large annexations, as proposed in the current annexation strategy.

Plan Element Working Groups Input

Annexation meetings 2 and 3 with the PEWG members focused on the implications of annexation
and on where the City is currently considering annexation. An overview of each of these
meetings and the feedback received is provided below.

Annexation Meeting 2

The second annexation meeting presented the revised approach to annexation policy, based on
the feedback from the first meeting, and then focused on two components:

1. Identifying the implications of annexation
2. Identifying the costs and benefits of annexation

To identify these issues, participants answered the following questions:

e “What could happen if the City annexes an area?”

e “What could happen if the City does not annex an area?”
e “What are the benefits of annexing?”

e “What are the costs of annexing?”

Implications were identified separately for existing development and planned development or
undeveloped areas, and costs and benefits were separated into those for the city, and those for
the annexed area.

The main themes from this feedback were that, for developed land, annexation can increase tax
revenue and provide greater zoning and development control, while also providing the
opportunity to improve regional transportation connectivity. While annexation may allow the city
to capture funds from people currently using services while not paying, it is also likely to increase
the cost and burden of service provision. Annexation of developed areas will also increase the
voter base — this can have both positive and negative implications. The implications of not
annexing developed land are mainly the limited access for the city to tax revenue growth, limited
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opportunities for resource and asset protection, and the inability to control growth and
development. At the same time, not annexing developed land means that the city is not
responsible for expanded service provision.

Annexing undeveloped land would allow the city to gain control over development activity and
quality, and to protect natural resources and other assets. However, this type of annexation may
require major investments in infrastructure, and there is the potential for the city to take on
issues as well as assets. Not annexing undeveloped land creates the potential for incompatible
land use or development, and the city has no control over what happens in the area. While not
annexing land means there is no impact on services to other areas of the city, it may also be a
lost opportunity as if the city chooses to annex later on, it may be harder to do once the area is
developed.

Figure 6
Annexation Meeting 2 Summary of Feedback
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Annexation Meeting 3

The final meeting of the PEWG series was held in early March. This meeting focused on three
tasks and was organized to be heavily interactive:

1. Review changes made to annexation policy
2. Obtain an understanding of why the current five annexation priority areas were selected
3. Review the Priority Annexation areas to identify positives and negatives of annexing them

The meeting started with a presentation of the annexation policy with updates based on input
from the previous two meetings and staff feedback. PEWG members were encouraged to review
the updated policy and respond with comments in the provided online survey.

The remainder of the meeting focused on gathering feedback about the five annexation priority
areas. Each of the priority areas, Highway 90 and 1604, Highway 151, 1-10 West, 281 North,
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and 1-10 East, were presented with summaries of the definition and evaluation process. The
focus groups were provided maps of each of the areas and large posters, prompting them to
note pros, cons, and common themes relevant to the area from their stakeholder perspectives.
At the end of the session, these posters were consolidated and reviewed. The following are
summaries of the common themes for each priority area:

e Highway 90 and 1604: Many of the PEWG focus groups noted that this primarily agricultural
area provided several potential benefits, including potential for residential and commercial
growth, ability to create a buffer zone for military uses, and opportunities for food
production. Furthermore, several noted that as investments go into improving Highway 1604,
this area would build momentum for development activity. Some concerns for moving
forward with this area included a question of whether the agricultural land would be exempt
from taxes, and the investments necessary to build a gridded street network and provide
services to this sprawled area that fit the city form that is desired by SA Tomorrow.

e Highway 151: Highway 151 was highlighted by the PEWG as a potential activity/economic
center due to its proximity to major employers and substantial retail development and large
amount of vacant developable land. Several groups noted that it provided the city
opportunities for more parks and open space. It is also already the beneficiary of major
infrastructure investment (i.e. SAWS new high-capacity sewer). Potential negatives would
include loss of farmland and investments necessary for traffic/road maintenance.
Furthermore, groups cautioned that some resident groups in the area (e.g. Alamo Ranch)
would likely oppose the annexation.

e 1-10 West: 1-10 West stood out as a major opportunity for more tax revenue. At the same
time, the PEWG agreed that a major benefit would be to help control and manage the growth
in this fast-developing area. In addition, annexing 1-10 West would provide protection of the
aquifer and greenways as well as military installations and missions. Drawbacks included
traffic and connectivity concerns for the area, as well as the currently loose land use and
water quality regulations.

e 281 North: 281 North also stood out as a major opportunity for more tax revenue,
particularly from the large single family home and commercial bases. Other benefits included
the infrastructure improvements already in place and additional protection for recharge zones
and greenways. Since this area is already heavily developed, the groups voiced their
concerns about the traffic impact and infrastructure upgrades and the potential impact on
natural resources. Citizen opposition was also a major concern for this area.

e 1-10 East: Feedback from the PEWG on 1-10 East was mostly positive however the group did
note the potential costs to the City. Annexing the area would help bring an underserved area
up to City standards (e.g. trash services and roads) and provide potential improvements for
floodplains and drainage. It would also be supported by the current residents. The primary
concern for annexing the area would be the cost of maintenance and the unknown nature of
the issues that may exists.

Since the focus groups represent various stakeholder perspectives, many unique priorities and
concerns were identified and considered. Overall, the PEWG valued opportunities where San
Antonio would see the highest returns in revenue for their investments. Annexing should align
with where investments in infrastructure have already been made and where the greatest
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potential for open space, military base, and water resource protection investments can have the
greatest impact. Common concerns involved ensuring voter buy-in and avoiding pursuing
annexations of places that are already largely built-out with little room or flexibility for the City’s
investments and regulations.
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