
BUTTE LOCAL AGENCY FORMATION COMMISSION (LAFCO) 

TO: Local Agency Formation Commission  

FROM:  Shannon Costa, Local Government Planning Analyst 

SUBJECT: City of Chico – Island Annexation Agreement 

DATE: March 31, 2022 for the Commission meeting of April 7, 2022 
____________________________________________________________________________ 

BACKGROUND 

Over the past decade, the City of Chico (City) and the Butte Local Agency Formation Commission 
(LAFCo) have made substantial progress towards the common goal of annexing the remaining 
unincorporated, substantially surrounded, island areas within the City’s Sphere of Influence (see 
Exhibit A). This cooperative approach resulted in the execution of the 2015 Sewer Service 
Extension and Annexation Agreement that resolved the issue of unauthorized sewer connections 
and required development of an annexation plan to proceed with the orderly annexation of all other 
island areas into which the City has or plans to extend sewer services or annex for new 
development. Two of the largest annexations spawned by this Agreement included the 2020 
Chapman/Mulberry annexation areas (205 acres) and the 2018 North Chico Annexation Area (411 
acres), which was facilitated by a letter agreement between the City and LAFCo.  

DISCUSSION 

Over the past year, City and LAFCo staff have had purposeful discussions addressing the timing 
of annexation for the remaining island areas to be memorialized in an Island Annexation 
Agreement (“Agreement”). A number of factors were considered in determining the annexation 
schedule, including the socio-economic status of the areas, demand for sewer service, 
development and redevelopment potential, and more.  

At its March 15, 2022 meeting, the Chico City Council adopted a resolution providing authority to 
the City Manager to enter into the Island Annexation Agreement between the City of Chico and 
Butte Local Agency Formation Commission (see Exhibit B).  

Principles of Agreement 

Both LAFCo and City of Chico staff believe that execution of the Annexation Agreement is a 
positive step towards achieving the goals of both agencies: promoting orderly development while 
balancing efficient provision of municipal services and City budget constraints. Notable elements 
of the Draft Agreement are outlined below for Commission consideration: 

Timing of Initiation: The City would adopt a single initiating resolution identifying all areas 
simultaneously. In order to provide time for the City to prepare for the provision of services to 
these areas, LAFCo would include a condition of approval that the recordation of the Certificate 
of Completion for each island, and filing of the annexation with the State Board of Equalization, 
be deferred to a yearly basis. It is anticipated that the first annexation would be recorded in August 
2023 until all four areas are annexed by 2026. The order by which each island would be annexed 
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is outlined in the Agreement (Section 1.03). Nothing in the agreement would preclude the City 
from requesting that any or all island annexations be expedited in advance of the schedule.  
 
Sewer Connections: Upon execution of the Agreement, the City of Chico would be authorized 
to extend sewer services within any identified island area, to all currently existing, residentially 
zoned parcels not requiring a land use entitlement for development without any further LAFCo 
approval restrictions prior to the annexation of said parcels. The City would notify LAFCo of such 
connections for record keeping purposes. 
 
Further Annexations: Upon execution of the Agreement, application for annexation of other 
areas for new development (i.e. Special Planning Areas) to the City of Chico can move forward 
on their own merits. 
 
Timing 
 
Per the Agreement, the City will submit an annexation application that includes all four annexation 
areas to LAFCo prior to August 1, 2022. To allow reasonable time for the City to prepare for the 
provision of services to these areas, following the initial LAFCo review and approval, LAFCo will 
stagger the recordation of the annexation on the following City proposed schedule:  
 
Annexation Area Acres Parcels Effective Date  

(Certificate of Completion Filed) 
W. Sacramento Avenue Island  69 262 August 1, 2023 
W. East Avenue Island 102 227 August 1, 2024 
El Monte Avenue Island 85 70 August 1, 2025 
Chico Canyon Road Island 177 113 August 1, 2026 

 
ENVIRONMENTAL REVIEW  
 
The City of Chico is the Lead Agency for the proposal under the California Environmental Quality 
Act (CEQA). Butte LAFCo is a Responsible Agency for environmental review. The City of Chico 
determined that the proposal is consistent with determinations made in the Final EIR prepared 
and certified for the Chico 2030 General Plan Update (SCH#2008122038), which 
programmatically and comprehensively analyzed impacts associated with implementation of the 
General Plan, including future annexations consistent with the Land Use Diagram. Pursuant to 
CEQA Guidelines Section 15132 (Subsequent EIRs and Negative Declarations), no subsequent 
environmental review is required because no new environmental effects are anticipated by the 
proposed annexation, nor has any new information about the annexation been revealed since the 
City Council Certification in April 2011 of the Chico 2030 General Plan Program Environmental 
EIR. LAFCo staff concurs with the City’s environmental determination.  
 
ACTION REQUESTED:   
 
Staff recommends that the Commission adopt resolution 16 2021/22 authorizing the Chair of the 
Commission to enter into the Island Annexation Agreement between the City of Chico and Butte 
LAFCo.  
 
Respectfully submitted, 

Shannon Costa 
Shannon Costa 



Local Government Planning Analyst  
 
Attachments:  

A. Map of Remaining Island 
B. Draft Island Annexation Agreement  
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