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12:00 PM

ROLL CALL
CLOSED SESSION

Conterence with Legal Counsel - Anticipated Litigation. Signiticant
exposure to litigation pursuant to Government Code § 54956.9 (1 case)

1:15 PM Time Certain

4,

PUBLIC PRESENTATIONS

This portion of the meeting is reserved for persons desiring to address the
Commission on any matter not on this agenda. Speakers are limited to
THREE minutes. All statements that require a response will be referred to
staff for reply in writing,

APPROVE MINUTES OF SEPTEMBER 10, 2008 MEETING

ITEMS FOR COMMISSION DISCUSSION / ACTION

5.

10.
11.
12.

REVENUE NEUTRALITY OPTIONS FOR THE PROPOSED
INCORPORATION OF THE TOWN OF SAN MARTIN

Possible Action: Accept report and provide direction to staff.

UPDATE ON (a) PAYMENT OF LAFCO STAFF COSTS, (b) COMPLIANCE
WITH DISCLOSURE REQUIREMENTS. AND (c) PROPOSED SCHEDULE
FOR THE SAN MARTIN INCORPORATION PROCESS

Possible Action: Accept report and provide direction to staff.

ADOPTION AND PRESENTATION OF RESOLUTION COMMENDING
KATHY KRETCHMER FOR HER SERVICES TO LAFCO

LAFCO ANNUAL REPORT
Possible Action: Accept LAFCO Annual Report (July 1, 2007-June 30, 2008).

LEGISLATIVE REPORT
Possible Action: Accept report.

EXECUTIVE OFFICER’S REPORT
COMMISSIONERS’ REPORTS
WRITTEN CORRESPONDENCE

12.1 Letter from the Committee For Campbell Annexation (CFCA) of
Modified Pocket 6-1, dated September 18, 2008




13. NEWSPAPER ARTICLES / NEWSLETTERS
131 CALAFCO Newsletter: The Sphere

14. ADJOURN
Adjourn to a Special LAFCO meeting on Friday, November 7, 2008, at 2:30 PM
in the Chambers of the Board of Supervisors, 70 West Hedding Street, First
Floor, San Jose, CA 95110.

Any disclosable public records related to an open session item on the agenda and distributed to all
or a majority of the Commission less than 72 hours prior to that meeting are available for public
inspection at the LAFCO Office at the address listed at the bottom of the first page of the agenda
during normal business hours.

In compliance with the Americans with Disabilities Act, those requiring accommodation for this
meeting should notify the LAFCO Clerk 24 hours prior to the meeting at (408) 299-6415, or at TDD
(408) 993-8272, indicating that message is for the LAFCO Clerk.




LOCAL AGENCY FORMATION COMMISSION OF
SANTA CLARA COUNTY
MINUTES WITH REVISIONS
WEDNESDAY, SEPTEMBER 10, 2008

1. ROLL CALL

The Local Agency Formation Commission (LAFCO) of Santa Clara County
convenes this 10th day of September 2008 at 1:15 p.m. in the Isaac Newton Senter
Auditorium, County Government Center, 70 West Hedding Street, San Jose, California,
with the following members present: Chairperson Pete Constant, Vice Chairperson Susan
Vicklund-Wilson, and Commissioners Don Gage and John Howe. Commissioner Blanca
Alvarado is absent. Alternate Commissioner Terry Trumbull is present.

The LAFCO staff in attendance includes Neelima PPalacherla, LAFCO Executive
Officer; Dunia Noel, LAFCO Analyst; and, Mala Subramanian, LAFCO Counsel for the
San Martin incorporation proposal.

The meeting is called to order by Chairperson Constant and the following

proceedings are had, to wit:

2. PUBLIC PRESENTATIONS

There are no public presentations.

3. APPROVE MINUTES OF JUNE 4, 2008 AND JULY 2, 2008 MEETINGS

On motion of Commissioner Gage, seconded by Commissioner Howe, it is
unanimously ordered on a vote of 4-0, with Commissioner Alvarado absent, that the

minutes of June 4, 2008 and July 2, 2008 be approved, as submitted.

4. OPTIONS FOR REVENUE NEUTRALITY TERMS FOR THE PROPOSED
INCORPORATION OF THE TOWN OF SAN MARTIN

The Chairperson requests the report. Ms. Palacherla briefly discusses Table 1 of the
staff report, which is the 10-year budget projections for the town, and Table 3, which
illustrates the impact to the County. She states that since revenue neutrality negotiations
have failed, State law requires the Commission to impose terms and conditions. She then

briefly discusses the options for revenue neutrality. Ms. Subramanian advises that the staff
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report includes her memorandum discussing some of comments made by the proponents
and her recommendation and analysis.

The Chairperson opens the public comment period for this item.

John Wolfinbarger, a member of San Martin Neighborhood Alliance (SMNA), gives
his time to Richard Van't Rood.

Mr. Van't Rood, SMNA spokesperson, conveys to the Commission a letter signed
by about 200 San Martin residents requesting that the Commission allow residents to vote
on the incorporation without raising taxes. He then states that Option 3 was presented for
negotiations and comments on Option 4.

The Chairperson calls those who requested to speak: Reggie Bravo, |JF Comprechio,
Jeannie Van’t Rood, Candice Tohamson, Sylvia Hamilton, Joe Bentley, and all of whom
indicate that Mr. Van't Rood had spoken for them.

Miguel Marquez, Assistant County Counsel, County of Santa Clara, states that the
County’s position is to ensure that the General Fund is whole, and that the Commission
cannot unilaterally impose an offset of one fund against the other. He informs that the
County will disagree if LAFCO considers the benefits of road fund as an offset to the
County General Fund impact. He expresses agreement with LAFCO Counsel’s analysis
that restricted and unrestricted funds be segregated.

In response to an inquiry by Commissioner Wilson, Ms. Palacherla advises that
staff is seeking direction from the Commission at this meeting relating to the Terms and
Conditions. In response to a follow-up question by Commissioner Wilson, Ms. Palacherla
informs that Option 1 is not be feasible without a tax increase. In response to an inquiry by
Commissioner Wilson on Option 4, Ms. Subramanian advises that County savings on the
Road Fund could partly offset a percentage of General Fund loss, not dollar-for-dollar,
because the town assumes road services that the County will no longer provide.

In response to Commissioner Wilson’s questions, Mr. Van't Rood states that with

proper findings, Option 3 could be adopted in terms and conditions. Commissioner Howe

confirms with staff that the County and proponents did not reach agreement on Option 2.
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Commissioner Gage inquires about the difference in opinion between the LAFCO
Counsel and the County Counsel. Mr. Marquez states that the statutes require that the
County’s General Fund be kept whole so the County can continue to provide countywide
services. He states that restricted funds should be segregated from General Fund since
they cannot be used to pay for other countywide services. In response to another inquiry
by Commissioner Gage, Mr. Marquez informs that Road Fund surplus can not be given
back to San Martin because these have heavy restrictions on how the funds are spent and
for what specific purpose. Ms. Subramanian states that incorporation is not meant to
benefit either the County or the new town. She then informs that the Streets and
Highways Code has a mechanism by which the County could provide aid for maintaining
city roads. Commissioner Gage comments that savings in the County Road Fund which
should have gone to San Martin should be returned to San Martin. Mr. Marquez advises
that the County opposes both options 2 and 4. Deputy County Executive Sylvia Gallegos
states that the historical context for revenue neutrality is to protect the County’s General
fund. She then talks about County’s budget deficits and how the $872,000 is substantial in
the context of County budget shortfall. She informs that road expenses are growing by 15
percent each year due to increasing cost of asphalt and steel, while the Road Fund
revenues, which are notindexed to inflation, are declining. The Chairperson comments
that the County is of the opinion that it can keep the Road Fund surplus and seek
mitigation of General Fund loss. In response to this, Ms. Gallegos advises that the reason
for this is because Road Fund cannot be used to offset the shortfall in the General Fund. In
response to a follow up inquiry by the Chairperson, Ms. Gallegos advises that the
legislative intent of revenue neutrality is to protect the County’s General Fund. In
response to the inquiry by the Chairperson, Mr. Marquez informs that the County would
agree to terms and conditions that keeps the General Fund whole and holds the County
harmless.

In response to an inquiry by Commissioner Howe, Ms. Palacherla advises that the
County’s Road Fund savings of approximately $1.5 million was based on expenditures for

roads in FY06-07 and is much higher than a typical year; and, the Commission has the
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discretion to consider lower savings in determining revenue neutrality. Commissioner
Howe questions if the statute requires the use of FY06-07 data in the CFA and Ms.
Palacherla expresses agreement. Commissioner Howe questions if the road spending in
FY06-07 is $1.5 million and Ms. Gallegos expresses agreement.

Commissioner Wilson moves to direct staff to look at options 1 and 4 and return
with a recommendation at the October 1, 2008 public hearing. Commissioner Gage
seconds the motion.

In response to an inquiry by the Chairperson, Ms. Subramanian advises that a
certain percentage could be used to offset General Fund loss and provides an example of a
city, paying an adjacent city in restricted fund. In response to an inquiry by the
Chairperson, Ms. Subramanian advises to keep the restricted and unrestricted funds
separate.

In response to an inquiry by Commissioner Gage, Ms. Palacherla informs that staff
will look at options 1 and 4 and bring back a recommendation at the next meeting,
However, she informs that the October 1, 2008 hearing may be rescheduled to November
7,2008. The Chairperson states that the schedule will be discussed on the next item.

Commissioner Howe then summarizes the motion. Commissioner Wilson expresses
agreement and informs why options 2 and 3 are not included in her motion.

Chairperson calls the question. It is unanimously ordered on a vote of 4-0, with
Commissioner Alvarado absent, that staff be directed to bring back information on Option

1 and Option 4 at the next meeting,

5. UPDATE ON (a) PAYMENT OF LAFCO STAFF COSTS, (b) COMPLIANCE
WITH DISCLOSURE REQUIREMENTS, AND (¢) PROPOSED SCHEDULE FOR
THE SAN MARTIN INCORPORATION PROCESS

The Chairperson informs that the discussion to move the hearing to November 7,
2008 was a result of his comments that he may be unavailable on October 1, 2008; since
then, he has changed his plans in order to attend the meeting . The Chairperson then
requests the staff report. Ms. Palacherla reports on the proposed schedule, and provides
an update on fees stating that the unpaid LAFCO fee at the end of July 2008 is $153,473.65.
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She recommends that the FPPC forms be used for filing the disclosure and that SMNA is
not fully compliant with the requirements.

The Chairperson opens the public comment period for this item.

Jan Webb, a resident of San Martin, states that she opposes the incorporation
because she prefers to live in the unincorporated area and wants San Martin to remain
unincorporated. She dealt with County staff over the years and is impressed by their
consistent helpful attitude. The incorporation is a wasteful process that would burden
County taxpayers if it failed and the residents of San Martin if it succeeded. She then
requests the Commission to hold the election in a public election year where there will be
more voter turnout.

Mr. Van't Rood states that he opposes the option to tax the residents of San Martin
and comments that State and local guidelines have not been followed because the
boundary issue was not addressed before the petition was circulated and that meant
additional costs and time. He states that proponents did not have the support of LAFCO
staff in revenue neutrality negotiations, especially since staff opined that the town was not
feasible. Additionally, he states that the Public Review Draft CFA must include Terms and
Conditions, and be posted 30 days prior to LAFCO hearing,.

At the request of the Chairperson, Ms. Subramanian advises that the Public Review
Draft CFA has been made available to the public longer than the required 30-day period
even if some tables have been revised. In response to a follow-up inquiry by the
Chairperson, Ms. Subramanian informs that the Terms and Conditions will be based on
Commission’s direction, and since it is the Commission’s own policy that dictates these
timelines, the October 1, 2008 hearing may be continued to November 7, 2008 to allow the
public 30 days to review the Terms and Conditions. Mr. Van’t Rood expresses
disagreement stating that the Terms and Conditions should be made available at the first
public hearing, stating that the continuance is a way to make the proponents pay the
LAFCO fee. He informs that the tables in the Public Review Draft CFA have been changed

several times and that the document should include revenue neutrality terms.
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Ms. Subramanian directs attention to the LAFCO policy as it relates to the hearing
schedule. Commissioner Gage proposes that the public hearing be held on November 7,
2008 and that payment of LAFCO fees be required prior to that date. Ms. Subramanian
advises that a public hearing on November 7, 2008 would allow the CFA and Terms and
Conditions to be made available to the public for a 30-day period. She adds that the CFA
has already been reviewed by the public and staff has received many comments. In
response to an inquiry by Commissioner Howe, Mr. Van’t Rood indicates that the law
requires a 30-day review period for the Terms and Conditions. Ms. Subramanian clarifies
that the Commission’s policies requires the 30-day period and not State law. Mr. Van’t
Rood states that OPR Guidelines requires that. Commissioner Gage informs that OPR
guidelines are not State law and, as such, the Commission may decide on this matter.
Commissioner Gage then summarizes the hearing timeline and Ms. Subramanian
expresses agreement. In response to an inquiry by Commissioner Wilson on the CFA
timing, Ms. Subramanian advises that there is no State law provision that governs this
process; however, the Chairperson states that guidelines inform the public on what to
expect.

Commissioner Gage moves that a meeting be held on October 1, 2008 to determine
revenue neutrality, and that staff be directed to publish a Public Review Draft CFA, along
with the Terms and Conditions, 30 days prior to November 7, 2008 public hearing,
Commissioner Howe seconds the motion.

Commissioner Gage comments that both the October 1, 2008 and November 7, 2008
are both public meetings and the agenda should specify the intent of each meeting. Ms.
Subramanian expresses agreement.

Commissioner Gage amends the motion to require that LAFCO fees be paid in full
72 hours prior to the November 7, 2008 meeting. Commissioner Wilson reminds that the
disclosure requirements should be complied with and Commissioner Gage states that this
will also be included in his motion. Ms. Palacherla advises that the disclosures are now

due and informs that other FPPC forms on the LAFCO website are also applicable to the
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proposal. Commissioner Wilson proposes that this item be taken under a separate action.
The Chairperson expresses agreement.

The Chairperson calls the question. It is unanimously ordered on a vote of 4-0, with
Commissioner Alvarado absent, that a meeting be held on October 1, 2008 for the
Commission to provide direction on revenue neutrality, that staff be directed to publish
the Public Review Draft CFA, along with the Terms and Conditions 30 days prior to the
November 7, 2008 public hearing; and that the proponents be required to pay the LAFCO
fees in full no later than 72 hours prior the hearing.

The Chairperson opens discussion on the disclosure requirements. Mr. Van't
informs that local policy requires the disclosures at the first public hearing and informs
that the proponents have provided a preliminary disclosure; however, SMNA’s treasurer
isill and was unable to prepare the FPPC forms. Commissioner Wilson informs that
LAFCO requires the use of FPPC forms. In response to inquiry by Commissioner Gage,
Ms. Palacherla advises that the staff report recommends that FPPPC forms be used in lieu of
staff preparing new forms considering that this function will be transferred to FPPC in
January 2009, and that some guidance on preparing these forms is available on the LAFCO
website. Commissioner Gage informs the proponents to contact staff for additional
information.

Commissioner Gage moves to require proponents to comply with the disclosure
requirements using the FPPC forms. Commissioner Wilson seconds the motion and
proposes that a deadline be indicated because some of the filings are past due. The
Chairperson comments that it would be fair to allow the proponents additional time
because the forms have not been modified. Commissioner Gage modifies his motion to
indicate that disclosures be filed no later than two weeks from today. In response to an
inquiry by Ms. Subramanian, the Chairperson clarifies that the Commission sets
September 24, 2008 as a new deadline for any disclosure forms, including those that have

been due.
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The Chairperson calls the question. It is unanimously ordered on a vote of 4-0, with
Commissioner Alvarado absent, that disclosures for the proposed incorporation be

submitted using FPPC forms no later than September 24, 2008.

6. COMMISSIONERS” REPORTS

Commissioner Howe informs that he attended the CALAFCQO Conference on

September 2-5, 2008 and reports that Commissioner Wilson has been elected as Vice-
Chairperson of CALAFCQO, and that Emmanuel Abello, LAFCO Clerk, made a

presentation.

7. EXECUTIVE OFFICER’S REPORT

There are no reports.

8. NEWSPAPER ARTICLES / NEWSLETTERS

There are no newspaper articles.

9. ADJOURN

On order of the Chairperson, there being no objection, the meeting is adjourned at
2:35 p.m. to the next regular meeting to be held on Wednesday, October 1, 2008 at 1:15
p-m. in the Chambers of the Board of Supervisors, County Government Center, 70 West

Hedding Street, San Jose, California.

Pete Constant, Chairperson
Local Agency Formation Commission

ATTEST:

Emmanuel Abello, LAFCO Clerk
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LAFCO Meeting Date: October 1, 2008
TO: . LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: Options for Revenue Neutrality Terms: Proposed Incorporation
of the Town of San Martin
Agenda ltem # 5

STAFF RECOMMENDATION

Consider the report and Options 1 and 4 for establishing revenue neutrality and
provide direction to staff.

Staff recommends revenue neutrality mitigation Option 4 with no more than a
50% credit of the County’s Road Fund savings to offset County’s General Fund

impacts.

BACKGROUND

At its September 10, 2008 meeting, the Commission directed staff to provide
more information on Options 1 and 4 (included in the September 10, 2008
LAFCO staff report) and provide a staff recommendation for Commission
consideration. Please see Attachment B for emails dated September 18 and
September 23, 2008 submitted by the proponents and see Attachment C for
memos dated September 25, 2008 from the County Executive and from the

County Counsel.

REVENUE NEUTRALITY MITIGATION OPTIONS

Option #1: County’s Proposal

This option would require the Town to make annual payments of $500,771 for 25
years to the County in order to mitigate the annual loss of $872,240 to the
County’s General Fund. The annual surplus available in the Town's forecasted
budget only averages approximately $100,000 in the first 10 years. Additionally,
the Town may not have sufficient resources to make the payments in the first few

70 West Hedding Street « 11th Floor, East Wing « San Jose, CA 95110 » [408) 299-5127 + (408) 295-1613 Fax « www.santaclara.lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund-Wilson
ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacheria



years (Years 2 through 6) of the incorporation due to small / no surpluses during
those years.

Should the Commission choose this option to establish revenue neutrality; the
Commission could either make feasibility findings based on approval of a new
tax for San Martin or deem the incorporation fiscally infeasible due to the
shortfall in Town’s revenues. There are 2 types of taxes that could be applied in
San Martin to generate additional revenue 1) a parcel tax that could be applied to
residential properties in San Martin and which would require a 2/3+ voter
approval, and 2) a utility users tax (UUT) that could be charged on the use of
utilities such as gas and electricity and which would require a simple majority
approval.

The new tax should be adequate to generate sufficient revenues to cover the
payments to the County. The Town would have revenues to fund an
approximately $180,000 payment starting in year 7. Therefore the full payments
through year 6 and the balance of the payments starting in year 7 must be
generated by new taxes.

Attachment A prepared by Economic and Planning Systems, our Comprehensive
Fiscal Analysis consultant, includes Table A which provides an evaluation of the
two potential tax options. This analysis developed by EPS is based on residential
units; additional commercial revenue should be considered as providing a
“coverage factor”, or contingency, to address potential declines in residential
based revenues.

Table A shows that an annual parcel tax of approximately $238 per household
unit in the first 6 years (assuming a total of 2,100 households), followed by a
reduced tax of $153 per unit from year 7 to year 25 would generate sufficient
revenue. Table A also shows that alternatively, a minimum of 9.9% UUT per
household in the first 6 years (assuming a $200 average monthly utilities bill for
gas and electricity) followed by a lower 6.4% UUT from years 7 through 25
would be required.

As indicated in the September 10, 2008 staff report, the proponents have stated
that they would withdraw support for the incorporation proposal if the
commission were to approve the incorporation subject to a tax.
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Option #4: “Road Fund Credit” Proposal

Option 4 is based on the concept that a portion of the General Fund loss to the
County is offset by the benefit that the County realizes to its Road Fund and that
therefore a correspondingly smaller mitigation payment is sufficient to make the
incorporation proposal revenue neutral. The County would experience a loss of
$872,000 to its General Fund with the incorporation of San Martin. The annual
Road Fund savings to the County in a typical year would range from $800,000 to
$950,000 -- that is, an amount approximately equal to its General Fund loss of
$872,000. LAFCO legal Counsel has opined that LAFCO has broad discretion in
making the revenue neutrality finding and that LAFCO may consider all, none or
a portion of the benefits to the County Road Fund as an offset to the County’s
General Fund impacts.

Should the Commission choose this option; the Commission must decide what
portion of the Road Fund savings should be credited to offset the General Fund
impact.

The proponents argue that the Road Funds should be considered at least as
valuable as General Funds based on the large deficit that the County has in its
Road Funds. The County on the other hand contends that Road Funds have zero
offset value as General Funds because they are restricted and can only be used to
provide road services and the county does not use General Funds for road
services.

Legal counsel has located examples where agencies have traded restricted funds
for general funds. Based on these examples, we found that the exchange rate
ranges from $0.50 to $0.77 of general funds for each dollar of restricted funds. For
example, the City of West Hollywood used its general funds to purchase Prop A
funds (restricted funds to be used for transit services) at an exchange rate of $0.77
on a dollar. We understand the higher rate of $0.77 was paid because the City
had transit projects that it intended to complete that would have otherwise
required some contribution from its general fund to finish. Another example
involves the City of San Fernando where the City used its general fund to
purchase CDBG funds at the rate of $0.50 on a dollar. We understand that the
lower rate of $0.50 was paid because the City had an interest in funding the
grants, but was not obligated to do so.

Although these are not directly comparable situations to the San Martin
incorporation in that the exchanges were based on agreements between two
agencies and did not involve incorporation or revenue neutrality issues, these
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examples can be used to illustrate how restricted funds may be valued against
general funds. It appears from this information that the exchange rate is
somewhat based on the extent of restrictions placed on the use of the funds, on
the need for the funds, a plan or expectation for use of the funds and on the
going rate for the funds.

Here, the County will receive a benefit to its Road Fund in the range of $800,000
to $950,000 per year as a result of the San Martin incorporation while losing the
responsibility to maintain 50 miles of roads. The County Roads’ Five Year
Expenditure Plan currently shows a difference of $358 million difference between
available resources and unconstrained needs. As material prices rise, annual road
needs will likely continue to grow. Road Funds are restricted and cannot be used
to provide the services that the General Fund provides. The County has indicated
that it has not used General Funds for road maintenance services except for some
surplus funds provided to each of the supervisorial districts for their
discretionary use in fiscal years 2001, 2002 and 2003. A portion of those funds
were expended on road related services, the total amounting to approximately
$3.7 million over the three years. The County has neither used General Funds for
road maintenance services since 2003, nor does it have any approved road
projects that will require General Funds. The County has indicated that it is
highly unlikely that General Fund revenue could be made available for roads in
the foreseeable future given the large General Fund deficit of over $300 million.
However, there is a possibility that General Funds may be used in the future to
address road maintenance if the need arises or to meet the annual needs as they
continue to grow. Therefore, there is a possibility that the County General Fund
could potentially benefit from the Road Fund savings in the future.

Based on the considerations described above and the legal analysis provided
by LAFCO Legal Counsel, staff recommends that the Commission offset the
County General Fund impacts by no more than 50% with Road Fund savings
because there does not appear to be an immediate or foreseeable use of
General Fund monies for road services although this may occur in the future.
The 50% offset is midway between the County’s and the proponents’
positions.

As illustrated in Table B, with a 50% offset, the Town’s annual payments to the
County would be $250,000 if the 10-year payments are spread over a period of 25
years. The Town would not have sufficient revenues for these payments based
on the budget projections for the Town. Again, the Commission has the ability to
a) make feasibility findings based on approval of a new tax or, b) deem the
incorporation infeasible due to lack of sufficient revenues.
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Using the same assumptions as in Option 1 with a total of 2,100 households and
average utility bills of $200 per month, an annual parcel tax of approximately

$120 or a utility users tax of approximately 5% on utility bills would be required
for the Town to have sufficient revenues to make the mitigation payments to the

County.

In closing, incorporations are one of the most significant applications that
LAFCOs process due to the profound effects that they will have on the residents
of the area, the surrounding community and the region and also due to the
anticipated permanent nature of cities once they are created. Therefore, it is
critical that the commission consider the long-term effects of their decisions and
ensure that the new city would have the necessary resources to achieve stability
and long term success even in challenging times. Although the registered voters
within the proposed incorporation will ultimately determine whether or not the
area will incorporate, LAFCO's responsibility is to independently determine
based on the information on record, whether the new city meets the criteria set
forth in state law and LAFCO policies for a successful city.

Next Steps

Based on direction provided by the Commission, staff will revise the text and
tables in the CFA and make it available for public review and comment. Staff will
prepare terms and conditions for the incorporation and prepare the Executive
Officer staff report for the November 7, 2008 LAFCO public hearing on the
proposed incorporation of San Martin.

Attachments

Attachment A: Table A showing tax information for Option 1 and Table B
showing mitigation payments under Option 4

Attachment B: Emails from the proponents dated September 18, 2008 and
September 23, 2008

Attachment C: Memos from the County Executive and from the County

Counsel dated September 25, 2008
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Table A
Revenue Neutrality Options — Option 1, New Taxes

County Proposal City Contribution Remaining Funds Required
County's General Fund Loss $500,771 annually for 25 $180,000 annually to Yr- 25
for the first 10 years only years (starting in Yr-1) (starting in Yr-7) County Proposal less City$ Options:
Nominal NPV NPV Nominal NPV Nominal NPV Special Tax Utility Users Tax
Dollars 3% 3% Dollars 3% Dollars 3% per Household/Yr % of Avg. Bill
Yr (872,000) 500,771 180,000 210,000 2,100 Households $2,400/yr ($200/month)
1 (898,160) (872,000) 500,771 486,185 0 500,771 486,185 $238 9.9%
2 (925,105) (872,000) 500,771 472,025 0 500,771 472,025 $238 9.9%
3 (952,858) (872,000) 500,771 458,276 0 500,771 458,276 $238 9.9%
4 (981,444) (872,000) 500,771 444 929 0 500,771 444 929 $238 9.9%
5 (1,010,887) (872,000) 500,771 431,968 0 500,771 431,969 $238 9.9%
6 (1,041.214) (872,000) 500,771 419,388 0 500,771 419,388 $238 9.9%
7 (1,072,450) (872,000) 500,771 407,173 1 180,000 146,356 320,771 260,816 $153 6.4%
8 (1,104,624) (872,000) 500,771 395313 2 180,000 142,094 320,771 253,220 $153 6.4%
9 (1,137,762) (872,000) 500,771 383,798 3 180,000 137,955 320,771 245,844 $153 6.4%
10 (1,171,895) (872,000) 500,771 372,621 4 180,000 133,937 320,771 238,684 $153 6.4%
11 500,771 361,768 5 180,000 130,036 320,771 231,732 $153 6.4%
12 500,771 351,231 6 180,000 126,248 320,771 224982 $153 6.4%
13 500,771 341,001 7 180,000 122,571 320,771 218,429 $153 6.4%
14 500,771 331,068 8 180,000 119,001 320,771 212,067 $153 6.4%
15 500,771 321426 9 180,000 115,535 320,771 205,891 $153 6.4%
16 500,771 312,064 10 180,000 112,170 320,771 199,894 $153 6.4%
17 500,771 302,975 11 180,000 108,903 320,771 194,072 $153 6.4%
18 500,771 294,150 12 180,000 105,731 320,771 188,419 $153 6.4%
19 500,771 285583 13 180,000 102,651 320,771 182,931 $153 6.4%
20 500,771 277,265 14 180,000 99,662 320,771 177,603 $153 6.4%
21 500,771 269,189 15 180,000 96,759 320,771 172,430 $153 6.4%
22 500,771 261,349 16 180,000 93,941 320,771 167,408 $153 6.4%
23 500,771 253,737 17 180,000 91,205 320,771 162,532 $153 6.4%
24 500,771 246,346 18 180,000 88,548 320,771 157,798 $153 6.4%
25 500,771 239,171 19 180,000 85,969 320,771 153,202 $153 6.4%
26
27
28
29
30
31
Total (10,296,398) (8,720,000) 12,519,275 8,719,999 3,420,000 2,159,272 9,099,275 6,560,727

Economic and Planning Systems, 9/25/2008 RevNeutCalg_255ept08.xls
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Staff Recommendation

.
Table B el
Road Fund Credit Proposals
County Proposal Road Fund Credit Proposal Road Fund Credit Pro 1 Road Fund Credit Proposal
County's General Fund Loss  $500,771 annually for 25 $123,000 annually to Yr- 25 $175,000 annually to Yr- 25 $250,000 annually to Yr- 25
for the first 10 years only years (starting in Yr-1) (starting in Yr-1) (starting in Yr-1) (starting in Yr-1)
Nominal NPV NPV Nominal NPV Nominal NPV Nominal NPV
Doliars 3% 3% Dollars 3% Dollars 3% Doliars 3%
Yr (872,000) 500,771 123,000 175,000 250,000
1 (898,160) (872,000) 500,771 486,185 123,000 119,417 175,000 169,803 250,000 242,718
2 (925,105) (872,000) 500,771 472,025 123,000 115,939 175,000 164,954 250,000 235,649
3 (952,858) (872,000) 500,771 458,276 123,000 112,562 175,000 160,150 250,000 228,785 |
4 (981,444) (872,000) 500,771 444 929 123,000 109,284 175,000 155,485 250,000 222122 |
5 (1,010,887) (872,000) 500,771 431,969 123,000 106,101 175,000 150,957 250,000 215,652 |
6 (1,041,214) (872,000) 500,771 419,388 123,000 103,011 175,000 146,560 250,000 209,371
7 (1,072,450) (872,000) 500,771 407,173 123,000 100,010 175,000 142,291 250,000 203,273
8 (1,104,624) (872,000) 500,771 395,313 123,000 97,097 175,000 138,147 250,000 197,352
9 (1,137,762) (872,000) 500,771 383,799 123,000 94,269 175,000 134,123 250,000 191,604 !
10  (1,171,895) (872,000) 500,771 372,621 123,000 91,524 175,000 130,216 250,000 186,023
11 500,771 361,768 123,000 88,858 175,000 126,424 250,000 180,605 !
12 500,771 351,231 123,000 86,270 175,000 122,741 250,000 175,345
13 500,771 341,001 123,000 83,757 175,000 119,166 250,000 170,238
14 500,771 331,069 123,000 81,317 175,000 115,696 250,000 165,279
15 500,771 321,426 123,000 78,948 175,000 112,326 250,000 160,465
16 500,771 312,064 123,000 76,650 175,000 109,054 250,000 155,792
17 500,771 302,975 123,000 74417 175,000 105,878 250,000 151,254
18 500,771 294,150 123,000 72,250 175,000 102,794 250,000 146,849
19 500,771 285,583 123,000 70,145 175,000 99,800 250,000 142,572
20 500,771 277,265 123,000 68,102 175,000 96,893 250,000 138,419 |
21 500,771 269,189 123,000 66,119 175,000 94,071 250,000 134,387
22 500,771 261,349 123,000 64,193 175,000 91,331 250,000 130,473
23 500,771 253,737 123,000 62,323 175,000 88,671 250,000 126,673
24 500,771 246,346 123,000 60,508 175,000 86,088 250,000 122,983
25 500,771 239,171 123,000 58,745 175,000 83,581 250,000 119,401
26
27
28
29
30
31
Total (10,296,398) (8,720,000) 12,519,275 8,719,999 3,075,000 2,141,817 4,375,000 3,047,301 6,250,000 4,353,287
% of GF Impact 100% 100% 25% 35% 50% |
% of Road Fund Benefit Required to Offset Remaining Impact* 75% 65% 50%

* Assumes Road Fund benefit $800,000 to $950,000/year, or approximately equal to annual General Fund loss of $872,000.

Economic and Planning Systems, 9/25/2008

~

ReviNeutCalc_25SeptD8.xis



ITEM NO. 5

Palacherla, Neelima ATTACHMENT B
From: richard vantrood [rvantrood@mindspring.com]

Sent: Thursday, September 18, 2008 10:56 PM

To: Malathy Subramanian; Palacherla, Neelima

Ce: Scott Smith; freddicom@aol.com

Subject: comparison of road fund and general fund

Hi Mala and Neelima.

In relation to our conversation today, I noted the following from the
FY/07 County Budget.

The total budget is about $3.7 billion of which about $370 million is a
deficit. (FY/07 County Budget page 10-13)

The unrestricted budget is $2.1 billion of which about $200 million is a
deficit. (FY/07 County Budget page 10-13)

That translates to about a 10 percent short fall in either case.

The Roads Department has a $43 million dollar budget. (FY/07 County
Budget page 280) In other documents, the County states the Roads
Department has a projected structural deficit of $358 million over the
next 5 years or about $70 million per year. That makes the deficit in
the Road Fund about 160 percent of the budget.

Based on comparison of the deficits or relative need for money, the road
money is worth more than the general fund money. On a percentage basis,
the road budget deficit is 16 times the general fund deficit. It is
hard to imagine the Road Fund money being worth less in this context.

I also found that the road fund included projected revenues of $355,000
from property taxes and $520,000 from licenses, permits and franchises.
(FY/07 County Budget page 280) This roughly $875,000 projected revenue

appears to be from unrestricted funds. Therefore, if these are
unrestricted, it cannot be said that there is no general fund money in

the Roads Department.

Please make sure this information is in the record.
Thank you,

Richard van't Rood

SMNA, Inc.
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Palacherla, Neelima

From: richard vantrood [rvantrood@mindspring.com)

Sent; Tuesday, September 23, 2008 8:.55 AM

To: Palacherla, Neelima; Don Gage

Cc: freddicom@aol.com; Malathy Subramanian; Scott Smith
Subject: revenue neutrality

Attachments: KeyboardTransmittal\WWeb202317681.PDF

Neelima,

I just received a phone call from Don Gage who said that you told Sylvia Gallegos that option one,
which ignores the road maintenance expense in the revenue neutrality equation, is a valid option. When
we spoke with Mala last week, she said that the courts would not find option one to be revenue neutral
because it leaves the county with a windfall. She said that option three would be revenue neutral with
appropriate findings related to value of expenses related to restricted revenues as was option four.
Simply said, she agreed the road maintenance expense cannot be ignored. Please correct this apparent
miscommunication.

With respect to the value of the road maintenance expense, please refer to the memo dated August 12,
2008, attached, to the Board of Supervisors from the Parks Department and reviewed by Sylvia
Gallegos. The memo says on page 3:

-... The Road Fund, like the General Fund, lacks adequate resources to accomplish its
purposes. The Roads Department's FY09 Five-Year Expenditure Plan shows a gap of $358
million between resources and needs related to infrastructure preservation (pavement
management, etc.) and expressway/road capital safety improvements. The gas tax is not
indexed to inflation so it has remained virtually flat over fourteen years, but inflation has
eroded its value by 25%. Material prices have grown 15% since only last year with some
costs like steel (90% increase) and asphalt (27% increase) skyrocketing. To the extent the
Road Fund can be relieved of costs, more resources are available to address deferred
maintenance and capital needs.

The county budget for FY/09 for the Roads Department states at page 637 that:

Structural Deficit: [Roads] Department continues to experience an escalating structural
deficit largely due to the increase in operating costs such as the increase in materials
required to perform road maintenance and repair projects, increases in salaries and benefits,
and a steady decline in revenues generated from the excise taxes and the sales tax on
gasoline, which have not been indexed for inflation and have not been increased since 1990.

It is obvious that the Roads Department is suffering from a large structural deficit. While it is unclear
exactly how much of the deficit is related to capital improvements and how much is road maintenance,
there is a significant amount of each.

This evidence clearly shows that the County is in dire need of its road funds as well as its general funds.

Sylvia Gallegos confirmed this at the last LAFCO hearing where she said the County desperately needed
the road money. Therefore, from a revenue neutrality standpoint, it would be hard to argue that the road
money is worth less than general fund money. Even if the road funds could be transferred to the general

9/23/2008
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fund, the County would not do so because of the need for road maintenance money. As the structural
deficit in the roads fund grows, eventually the general fund will be needed to cover the gap.

Based on the foregoing, the whole amount of road maintenance expense should be included in the
revenue neutrality equation.

Please make sure this is part of the record.

Richard van't Rood
SMNA, Inc.

9/23/2008



ITEM NO. 5
ATTACHMENT C

County of Santa Clara

Office of the County Executive

County Government Ccenter, East wing
70 West Hedding Strect

San Jose, Califormia 95110

(408) 200-5105

September 25, 2008

To: LAFCO Commissioners /L‘t / M
From: Peter Kutras Jr., County Executive

Subject: Proposed San Martin Incorporation

We have been requested to provide a summary letter to the Commission regarding the
position of the County as a result of the most recent round of revenue neutrality
discussions. To assist the Commissioners, we have included, as attachments, the recent
correspondence between the County and the proponents, including a letter that was
apparently not provided at the last meeting of the Commission.

During the renewed revenue neutrality discussions, two proposals were advanced by
the incorporation proponents. One of the proposals requires that the County Road
Fund subsidize road work in order for the town to afford revenue neutrality payments
to the County’s General Fund. The second proposal would have the General Fund not
be paid even the minimum required amount, but instead would require the County to
agree that revenue neutrality means ten cents on the dollar. The proponent’s position .
seems to be “The County has a big budget, you can afford it.” Revenue neutrality does
not permit the Commission to minimize the impact on the County, nor should the
Commission even consider this option. Neither proposal can be accepted by the
County nor should they be imposed by the Commission.

Consequently, no agreement has been reached between the proponents and the County.
The County continues to offer a Revenue Neutrality option in accordance with the terms
outlined in our letter of August 20, 2008.

At your September 10, 2008 LAFCO meeting, you directed LAFCO staff to evaluate
options created in a LAFCO staff report noted as Revenue Neutrality Mitigation Option 1
and Option 4, which is a “Road Fund Credit Proposal.”

From the County perspective and our reading of statutory requirements, there has
always been a two-part test to determine if the proposed incorporation is indeed
revenue neutral: both the General Fund (Unrestricted) and the Road Fund (Restricted)
should not be harmed by this incorporation. The San Martin incorporation only meets

one part of this test.
Board of Supervisors: Donald F. Gage, Blanca Alvarado, Pete McHugh, Ken Yeager, Liz Kniss (28]
County Exccutive: Peter Kutras, Jr.



LAFCO Commissioners
September 25, 2008
Page 2 of 2

The County General Fund is harmed by this incorporation. The Road Fund is not
harmed by the incorporation. Therefore, there must be revenue neutrality payments to
the General Fund. Restricted Road Fund dollars cannot be “laundered” and sent back
to the County General Fund by having the Road Fund prop up the proposed Town’s
street maintenance activities. Nor can LAFCO consider benefits to the County Road
Fund as an offset to the County’s General Fund impacts. Unrestricted and Restricted
funds cannot be co-mingled or offset. It would violate one of the basic tenets of
governmental accounting and the reason restricted and unrestricted funds exist.

Furthermore, the fact that the Road Fund is not harmed does not entitle this proposed
sixteenth town nor LAFCO to take the whole of the benefit without regard to the
remaining fifteen cities and other road fund needs. The residents of the remaining
unincorporated areas of this county as well as those of the fifteen cities who use the
expressway system would be deprived of the necessary resources to maintain this
important transportation infrastructure.

Lastly, the Commission should take notice that any review of the proposed Town of San
Martin is frankly to make sure this town doesn’t immediately or in its first few years of
existence face bankruptcy. It is very clear that this incorporation is at best fiscally
tenuous, and it cannot meet the revenue neutrality requirements in State law.

The proponents” application should therefore be rejected. LAFCO has a legal obligation
to ensure that this is a feasible incorporation. It would be a great disservice to the
proposed town'’s citizens to create a town where a single action of the State could create
an immediate cash crisis as could have happened when the State this year contemplated
suspending Prop. 1A, which would have entitled the State to confiscate 8% of the town’s
property taxes. While it did not happen this time, there is nothing to preclude it from
happening in future years as the State did nothing to solve its structural budget crisis.

Please do not be swayed by the arguments of the proponents. The requirements in
State law regarding revenue neutrality are clear. And, in this instance, the proposed
town cannot meet those requirements.

(o Board of Supervisors
Gary Graves, Assistant County Executive
Sylvia Gallegos, Deputy County Executive
Ann Ravel, County Counsel
Phyllis Perez, Clerk of the Board
Miguel Marquez, Assistant County Counsel

Attachments: 1. August 15, 2008 proposal from Proponents
2. August 20, 2008 County letter
3. August 22, 2008 letter from Proponents



San Martin Neighborhood Alliance

“Together We Make A Difference”

August 15, 2008

To: Sylvia Gallegos
From: Richard van’t Rood
RE: proponents proposals for revenue neutrality

Proponents offer the following two proposals for revenue neutrality.

1. “Below Cost” Road Maintenance. The Proponent proposes a “below cost” road maintenance
contract between the County and the new town as a mechanism to make revenue neutrality payments
to the County. Under this scenario, the town would pay to the County the town’s road revenues of
about $215,000 per year and the County would perform the road maintenance during the revenue
neutrality period. The payments to the County for road maintenance would not be restricted funds to
the County. The town would then pay $735,000 per year to make revenue neutrality payments.
Road maintenance contract payments of $215,000 will be $145,000 more than the lost revenue to the
Road Fund ($69,323) based on table 3. Over a 10 year revenue neutrality period, this would provide
payments to the county general fund of about $8.8 million over 10 years, and keep the Road Fund

whole.

When considering this option, please note the following:

This option pays the county all of its general fund shortfall without impacting the Road Fund. This
option eliminates any financial detriment to the county as a result of the incorporation,

This option provides a mechanism that pays the County more for road maintenance than it loses due
to incorporation. If the town does not incorporate, the county will still be obligated to maintain San
Martin roads. Therefore, under this option the County Road Fund would recover all lost road fund

revenue, and the general fund will be “made whole.”

Also, under this option, the county will not have to reduce staff in its roads department for the
duration of the revenue neutrality agreement.

This option is not an offset of Road Fund revenues against the County General Fund.

To the extent federal funds are received for San Martin streets, this can be added to the payment.
See Michael Murdter email dated March 3, 2008.



2. All Surplus to County. Under this option, the town will pay all its surplus to the county. The
projected cumulative surplus in year 10 is $1,059,000. This scenario is based on the revenue
neutrality agreement between Contra Costa County and Alamo. Alamo, which is twice the size of
San Martin and has substantially more surplus than San Martin, will pay $3 million in year 10 under
their revenue neutrality agreement. Under this option, the San Martin will pay the projected surplus
based on table 1, exclusive of the first transition year, on an annual basis with an inflation factor
based on actual inflation, to the extent inflation is not in the tables. The term for revenue neutrality

will be 10 years.

Under applicable law, LAFCO has discretion to compel this option should there be no agreement
with the County.

Please keep in mind it is the LAFCO commission that determines revenue neutrality. The applicable
standard in the California Supreme Court is that there is no abuse of discretion where there is no
“unusual financial detriment” to the County as a result of the incorporation. See Board of
Supervisors v. Local Agency Formation Com., 3 Cal.4th 903, 838 P.2d 1198 (1992), (LAFCO was
within its discretion to find revenue neutrality for the Citrus Heights incorporation even where there
was a modest financial detriment to the county.) A modest detriment in the Citrus Heights case was
1 percent of the county revenue. In the Citrus Heights case, the commission determined that a
modest economic detriment to county would not bar approving the incorporation plan and

submitting it to the voters.

In the case of San Martin entire $870;000 alleged annual loss to the County general fund is less than
two hundredth percent (.02%) of the County's total revenue and less than four hundredth percent
(.04%) of discretionary revenue. The “modest” detriment in the Citrus Heights case was 50 times as
much. Clearly, under the Citrus Heights standard articulated by the Supreme Court, LAFCO has the
discretion to find revenue neutrality. This does not require LAFCO to offset Road Fund savings
against General Fund losses to find revenue neutrality.

Furthermore, this option removes any financial incentive for the town to incorporate satisfying the
legislative intent of Government Code section 56815(a). Finally, the Commission can find that the
cost of services transferred to the town are substantially equal to the revenues transferred to the

town. 56815(b).

The revenue neutrality negotiations provide the proponent and the county an opportunity to negotiate
terms and conditions that would mitigate the possible negative impacts of LAFCO imposed terms
and conditions for revenue neutrality. If the County does not like option 2, option 1 may be more
acceptable. Here, the LAFCO will act based on the fiscal analysis from EPS and the legal opinion
from BB&K. The fiscal analysis indicates the town is feasible and the legal opinion indicates the
LAFCQ commission has the ability to find revenue neutrality.



~ The County Roads Department’s FY09 Five Year Expenditure Plan shows a gap of $358 Million
between resources and needs. This proposal will relieve the Road Fund of significant costs which

will help address deferred maintenance and capital needs.

This option is consistent with most other revenue neutrality agreements in that the revenue neutrality
payment is paid out of surplus revenue received by the new town.

Sincerely,
SAN MARTIN NEIGHBORHOOD ALLIANCE

Ul LA

Ricﬁard van’t Rood
Chairman, SMNA Incorporation Committee

RVR/djk
cc: Sylvia Hamilton

Freddi Comperchio
Cleo Logan
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County of Santa Clara

Office of the County Executive

County Government Coenter, East wing
70 West Hedding Street -
San Jose, California 95110

(408) 299-5105

August 20, 2008

Dear San Martin Incorporation Proponents:

We are in receipt of your August 15, 2008 revenue neutrality proposal. We appreciate
your efforts to find a mutually beneficial outcome, and we have strived as well to
support the incorporation effort while ensuring that vital health and human services
can be safeguarded through the protection of our General Fund.

To that end, the County has from the outset endeavored to identify possible means by
which the proposed town could make the County’s General Fund whole. To obtain a
sense of the size of the total mitigation payment the County could seek, we made a
calculation based upon a ten year mitigation term. This calculation yielded a total
mitigation payment amount of $10.3 million.

It was a supportive gesture by the County to limit the total mitigation payment amount
to a 10-year term when other counties receive payments based on much longer terms, as
high as twenty five years. If the County of Santa Clara had sought a longer term that
falls within the range sought by other counties, it would have generated a total
mitigation amount that would have been well beyond what the town could possibly be
‘capable of paying. Furthermore, while the County capped the total payment to a 10-
year term, we offered you a payment term of up to twenty-five years in order to make

the annual payments more manageable to you.

After carefully considering your August 15, 2008 proposal (attached), in which you
offered two options, we find that neither option is acceptable.

With respect to Option 1, you indicate that the proposed town could make $215,000 in
payments from your roads revenues for the County to perform road maintenance. The
County is amendable to entering into an agreement to provide a level of road
maintenance services that is commensurate with $215,000 in revenue, but the County
cannot provide services beyond that level as it would amount to a County subsidization

of your township.

Option 2 offers a $1.1 million mitigation payment in today’s dollars to satisfy an already
capped payment that, in effect, makes this an offer of ten cents on the dollar and which

Board of Supervisors: Donald F, Gage, Blanca Alvarado, Pete McHugh, Ken Yeager, Liz Kniss
County Exccutive: Peter Kutras, Jr.

i



San Martin Incorporation Proponents
August 20, 2008
Page 2

does not account for the erosion of the value of your future payments from inflation,
and, thus, is worth less to us than the nominal amount you offer.

In summary, we have been very clear that our General Fund must be made whole and
that our Road Fund cannot subsidize your incorporation. We propose that the town
make annual payments of $500,771 over a twenty-five year period in order to
accomplish the mitigation payment of $10.3 million, as reflected in the attached

spreadsheet.

We are committed to reaching an agreement, but we cannot accept an offer at any cost.
While you wish to minimize the impact of the incorporation, $872,000 is a substantial
sum that is badly needed. As we have stated previously, the County has had to
produce $1 billion in budget solutions since 2003, and we have a second round of
reductions scheduled in October to address State impacts on the County. Our projected
shortfall for next year is over $300 million and our five-year forecast is equally bleak so,
indeed, we are at the point where every dollar matters.

$872,000 could pay for nurses in our neonatal intensive care unit, deputies in the streets,
shelter for the homeless, food for the hungry. These are the people who would suffer if
the County is not protected in this incorporation process.

We look forward to further conversations to identify a mutually beneficial outcome.

Sincerely,

LA L.

Peter Kutras, Jr.
County Execiitive

¢: Board of Supervisors
Gary Graves, Assistant County Executive
Sylvia Gallegos, Deputy County Executive
Ann Miller Ravel, County Counsel
Phyllis Perez, Clerk of the Board
LAFCO of Santa Clara County



San Martin Analysis
25 Year Payment Plan - Annual Payment of $500,771

County's General Fund Loss
for the first 10 years only

$500,771 annually for 25
years (starting in Yr-1)

Nominal Nominal
Yr. Dollars NPV Dollars NPV
3% 3 500,771
1 (898,160) (872,000) 500,771 486,185
2 (925,105) (872,000) 500,771 472,025
3 (952,858) (872,000) 500,771 458,276
4 (981,444) (872,000) 500,771 444,929
5 (1,010,887) (872,000) 500,771 431,969
6 (1,041,214) (872,000) 500,771 419,388
7 (1,072,450) (872,000) 500,771 407,173
8 (1,104,624) (872,000) 500,771 395,313
g (1,137,762) (872,000) 500,771 383,799
10 (1,171,895) (872,000) 500,771 372,621
11 500,771 361,768
12 500,771 351,231
13 500,771 341,001
14 500,771 331,069
15 500,771 321,426
16 500,771 312,064
17 500,771 302,975
18 500,771 294 150
19 500,771 285,583
20 500,771 277,265
21 500,771 269,189
22 500,771 261,349
23 500,771 253,737
24 500,771 246,346
25 500,771 239,171
26 -
27 -
28 -
29 -
30 -
3 -
32 -
33 -
34 -
35 -
Total _ (10,296,398) (8,720,000) | 12,519,275 8,719,999
(1)
Assumptions:

We have used the 3% discount rate (long-term inflation rate) for
calculating the NPV of the future inflows/outflows.

Page 1



San Martin Neighborhood Alliance

“Together We Make A Difference”

August 22, 2008

Peter Kutras, Jr., County Executive

“County of Santa Clara

70 West Hedding Street
San Jose, California 95110

RE: San Martin Incorporation

Dear Mr. Kutras:

We are disappointed that you do not have time to meet to negotiate terms for revenue
neutrality. I understand you appointed Sylvia Gallegos to be your representative. However,
it is apparent she has no authority to make an agreement. She told me herself, you are
making all the decisions in this case. We therefore asked for your presence at one more
meeting to try to reach a reasonable agreement for revenue neutrality. It is obvious that the
County is not interested in further negotiations. The proponents are willing and able to meet
to discuss any proposal for revenue neutrality within the parameters of the fiscal analysis, the
LAFCO legal opinion and the laws and policies related to incorporation.

The San Martin Neighborhood Alliance (SMNA) is an organization of over 600 members
committed to maintaining and improving the quality of life in San Martin. For many years
the SMNA was primarily engaged in commenting on various County projects and activities
perceived to be adverse to the San Martin quality of life. A Community Outreach Program
was initiated in 2003, and as a result of over 50 neighborhood meetings, San Martin residents
determined they have very little influence on County projects in San Martin. This is due to
the fact that our electorate is too small to influence elections. Furthermore, the current
government is elected by residents of the North County cities, not South County residents.

Incorporation of San Martin is consistent with the fundamentals of democracy. Thomas
Jefferson’s plan for democracy argued that “people can only have a genuine effect on local
government when the units of local government are autonomous, self-governing, self-
budgeting communities, which are small enough to create the possibility of an immediate link
between the man in the street and his local officials and elected representatives.” Sophocles
wrote that life would be unbearable were it not for the freedom to initiate action in a small
community (Christopher Alexander, A Pattern Language, 1977 Oxford University Press).
The creation of a self-governing community in San Martin will increase the quality of life



Peter Kutras, Jr., County Executive
Page No. 2
August 22, 2008

through local control. It should be the purpose of government to improve the life of its
citizens.

The fundamental concepts of democracy are apparently lost on the County as it appears that
the County looks at San Martin not as a Community but as an opportunity to generate
revenue to the County. The County takes the position that the incorporation of San Martin
must make the County General Fund “whole.” This is not a concept in the law governing
incorporations as made clear by the opinions of LAFCO counsel and the proponents’
attorneys. The County’s position ignores the benefits to the Community of incorporation in
an effort to save a miniscule portion of its budget and at the same time reaping a windfall to
the County Road Fund.

The County has for years mismanaged its finances and now suffers from years of this
mismanagement. When debating the form of government for our Country, Jefferson wanted
to spread out the power not because "the people" were so bright and clever, but precisely
because they were prone to error, and it was therefore dangerous to vest power in the hands
of a few who would inevitably make big mistakes. The incorporation of San Martin will
provide a basis for more efficient and more responsive government to the small Community
of San Martin. The more the County can provide for local control of local decisions, the
more efficient government will be and fewer mistakes will be made. This more efficient
form of government is not only beneficial to the Community, it is also beneficial to the
County as the County will not be bothered by small problems that it is not equipped to
handle efficiently.

In your letter, you infer that the County was generous in asking for 10 years of mitigation. In
fact, 10 years is the most common revenue neutrality term in incorporation agreements.

Most revenue neutrality agreements have seven to 10 year terms. In fact, the Incorporation
Guidelines imply that revenue neutrality terms can be as short as three years, which is the
minimum number of years required in a Comprehensive Fiscal Analysis. The stated
intention of a term for revenue neutrality is to allow time for the County to prepare for a time
when the extra revenue from the incorporation will no longer be available to the County. It
is not intended to create a revenue stream for the County in perpetuity. The fact that a few
incorporations have terms longer than 10 years does not make the County generous by
offering the normal 10 years term.

You should also keep in mind that every other incorporation application since the enactment
of the revenue neutrality statute reached an agreement for revenue neutrality. There has
never been an incorporation application where revenue neutrality terms were imposed by
LAFCO, with the possible exception of Citrus Heights. In Citrus Heights, the California
Supreme Court found that a “modest financial detriment” to the County was not a basis to
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deny an incorporation application. In this case, as compared to the County budget, the
alleged financial detriment to the County is not only “modest,” it is miniscule.

We have not asked to have the County Road Fund “‘subsidize” the incorporation. In our
proposal, we offered to make your Road Fund whole. Your rejection of the offer
underscores the desire to have the Town of San Martin subsidize the County Road Fund.
LAFCO does not have discretion to approve an incorporation that requires the Town to
subsidize the County. It can only approve an application which is revenue neutral.

You suggest that if the Town incorporates, the County will take away nurses, deputies,
homeless shelters, and food for the hungry. Our offer makes the County general fund whole.
All'losses to the general fund are recovered under our plan. There will be no need to cut any

of these services.

We find it distressing that the first cuts the County will make when there is a budget impact
is to health and human services. We feel that that position is not taken in good faith and is
grandstanding for political gain. Why can’t the County stop giving the $500,000 per year of
General Fund revenue to a private arts council that uses the money primarily for its own
salaries and grants for programs in the wealthy parts of North County. Half of that money
comes from San Martin, yet none of it is used for San Martin services. Why can’t the
County cut one or two of its lawyers? Does the county really need 60 lawyers to represent
it? For that matter, why would the County have to cut any services at all? The incorporation
impact you allege is only 0.29 percent of your projected shortfall. Your projected shortfall is
344 times the alleged loss to the County general find from the incorporation. The
incorporation accounts for only 0.02 percent of the total County budget. It is unfair to accuse
San Martin of killing babies and starving homeless people. We resent the implication.

Yours sincerely,

SAN MARTIN NEIGHBORHOOD ALLIANCE

Richard van’t Rood
Attorney for SMNA

RVR/djk
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MEMORANDUM

il £ Honorable Board of Supcrvisors
Peter gutis: Jr., County Executive
FROM: Ann Miller R‘é{ﬁ(’éy Counsel 3 A
Miguel Marquez, Assistant County Counsel M J“"'o

RE: Proposed Incorporation of the Town of San Martin
Analysis of Option #1 and Option #4

DATE: September 25, 2008

On September 10, 2008, the Santa Clara County Local Agency Formation Commission
(LAFCO) held a meeting in which it discussed a staff report that offered four potential options to
achieve “revenue neutrality” with respect to the proposed incorporation of the Town of San
Martin. This memorandum provides a legal analysis of the County’s proposal that it receive
payments over a fixed period of time (Option #1) and the proposal that losses to the County’s
General Fund be offset against gains to the road fund (Option #4).

QUESTIONS PRESENTED

Is LAFCO legally authorized to make a finding of “revenue neutrality” where the
proposed Town of San Martin would make annual fixed payments of $500,771 over a 25 year

_period (Option #1)?

Is LAFCO legally authorized to make a finding of “revenue neutrality” where LAFCO
would unilaterally impose a term and condition crediting all, none, or a portion of a gain that
may be realized in the County’s restricted road fund to offset losses to the County’s unrestricted

general fund (Option #4)?

SHORT ANSWERS

Yes, LAFCO could make a finding of “revenue neutrality” where the proposed Town of
San Martin would make annual fixed payments of $500,771 over a 25 year period (Option #1).
. The revenue neutrality statute specifically authorizes approval of an incorporation where a
“negative fiscal effect has been adequately mitigated by . . . payments over a fixed period of

time.”
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No, LAFCO could not legally make a finding of “revenue neutrality” by imposing an
offset to losses in the County’s General Fund against gains to the road fund (Option #4).
Revenue Neutrality looks only to the general fund impact of incorporations, not to impacts on
restricted funds. In addition, a LAFCO can only exercise express powers given to it by statute,
and no statutory authority exists for a LAFCO to impose such an offset.

BACKGROUND

. InFebruary 2007, the San Martin Neighborhood Alliance (“Alliance”) submitted a
petition to LAFCO to incorporate as a town. If LAFCO were to approve this proposed
incorporation, it is estimated that the County’s general fund would.suffer a net loss of
approximately $872,000 per year. It is also estimated that expenditures from the County’s road
fund would be reduced by about $712,000 per year. '

LAFCO held a meeting on September 10, 2008, in which it discussed a staff report that
offered four potential options to achieve “revenue neutrality.” Given the concerns raised in the
staff report relating to two of the four options (Options #2 and #3), the LAFCO commissioners
directed staff to bring back proposals relating only to the County’s proposal that it receive
payments over a fixed period of time (Option #1) and the proposal that losses to the County’s
General Fund be offset against gains to the road fund (Option #4).

LEGAL ANALYSIS

L The County’s Proposal That It Receive Payments Over A Fixed Period of Time
(Option #1) Is Legally Permissible

As noted above, it is estimated that the proposed incorporation would result in a net loss to
- the County’s general fund of about $872,000 per year, or about $8.72 million over a 10-year
period. During negotiations, the County offered to extend the period of time during which the
proposed town could repay this loss — from 10 years to 25 years. By doing so, the annual

- payment to the County would be reduced to $500,771. LAFCO staff designated this proposal as

Option #1. _

The plain language of the Revenue Neutrality statute authorizes the type of payment
proposed in Option #1:

[T]he commission may approve a proposal that includes an incorporation if it
finds either of the following:

.. (2) The negative fiscal effect has been adequately mitigated by tax sharing
agreements, lump-sum payments, payments over a JSixed period of time, or any
other terms and conditions pursuant to Section 56886. (Gov. Code, § 56815,
emphasis added).
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However, even if LAFCO made a finding of “revenue neutrality” based upon the
County’s proposal that it receive payments over a fixed period of time (Option #1), such a
finding would be separate from making the required determination that the proposed
incorporation would be fiscally feasible. (Gov. Code, § 56720(e) [the proposed town would be
“expected to receive revenues sufficient to provide public services and facilities and a reasonable
reserve during the three fiscal years following incorporation.”]). In that regard, it is important to
note that a LAFCO may condition its approval of an incorporation upon voters within the
proposed city approving a general tax. (89 Ops. Cal. Atty. Gen. 173 (2006).)

IL The Proposal That Losses to the County’s General Fund Be Offset Against
Estimated Gains to the Road Fund (Option #4) Is Not Legally Permissible

As set forth in the staff report, this option would require “that LAFCO consider that a
portion of the General Fund loss to the County is offset by the benefit that the County realizes to
its Road Fund and that therefore a correspondingly smaller mitigation payment is sufficient to
make the incorporation proposal revenue neutral.” (Staff Report at p. 5.) The staff report cites
LAFCO Counsel’s legal analysis dated June 25, 2008 for the proposition that LAFCO has broad
discretion in making the revenue neutrality finding, including the discretion to “consider benefits
to the County Roads Funds as an offset to the County’s General Fund impacts.” (Ibid.)

The County believes this analysis is erroneous. As set forth more fully in the County’s
opinion dated July 29, 2008 (Exhibit A), LAFCO does not have the discretion to unilaterally
impose terms and conditions that would offset losses to the unrestricted general fund with gains
in a restricted fund. Furthermore, as set forth below, further research confirms that LAFCO must
evaluate restricted and unrestricted revenues separately, as only unrestricted revenues and
. expenditures can be considered when determining whether substantial equality has been reached

- for purposes of Revenue Neutrality.

The question of whether a gain in road fund revenues can be used to offset losses to the
unrestricted general fund is not new. This question first arose in San Diego County shortly after
passage of the Revenue Neutrality statute in 1992. At that time, the Executive Director of San
Diego County’s LAFCO asked several questions relating to the new law. In order to reach a
common, statewide understanding of the new law, the Legislative Representatives who drafted
- the Revenue Neutrality language responded to San Diego’s questions and provided a copy of

their responses to all County Administrative Officers and LAFCO Executive Officers in
California. A copy of this response is attached as Exhibit B.

One of the questions asked by San Dlego was directly on point with respect to the issue
of offsetting losses to the general fund with gains in the road fund. It asked:

QUESTION #4

AB 3027 does not distinguish between general fund revenues and restricted
revenues such as road funds. It is quite possible there could be a surplus in
‘road fund revenues compared to road fund expenditures, and a deficit in
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general fund revenues compared to general fund expenditures. Do you agree
with the conclusion that: “it would appear that the intent of the legislation is
to consider total revenues against total expenditures without regard to any
restrictions on the use of the revenue.” Please comment. '

For background purposes, AB 3207 added section 56845 to the Government Code, which
was later changed to section 56815 (the Revenue Neutrality statute). A separate bill, SB 1559,
added section 56842 to the Government Code, which was later changed to section 56810. As
noted in our previous opinion, section 56810 is the statute that “requires that restricted revenues
be excluded when calculating Revenue Neutrality. . .” because that section specifically cross-
references and is incorporated into the Revenue Neutrality statute. (Opinion dated July 29, 2008
at p. 3 (citing Gov. Code § 56810(j)).)

With this background in mind, the answer to the question posed above makes clear that
only unrestricted revenues and expenditures are considered when calculating Revenue
Neutrality:

ANSWER: It was not the intent of SB 1559/AB 3027 to “consider total revenues
against total expenditures without regard to any restrictions on the use of the
revenue.” Such an interpretation is without merit and is illogical in the context of
the intent of the section and other laws.

Section 56845 [now 56815] was intended to balance the transfer of General
Purpose revenues and responsibilities. Section 56842 [now 56810] provides for a
property tax transfer based on “net” costs of service. Further, Section 56842 [now
56810] provides that fees, restricted revenues, charges for assessments, etc.,
specifically, are to be excluded from the calculations. Please note that we linked
these two sections through cross-reference to clarify that the calculations in 56842
[now 56810] were central to the determination in 56845 [now 56815]. It made no
sense at all {o us to include, in a revenue neutral calculation, those services or
functions of local agencies which each have their own discrete revenue source.
(Memo to County Administrative Officers and LAFCO Executive Directors re
Interpretation of SB 1559/AB 3207 (1992) dated March 25, 1993, Exhibit B at p.
4-5, emphasis added.) ‘ :

One of the authors of the aforementioned letter, Baxter C. Culver, also provideda
declaration relating to passage of the Revenue Neutrality statute. His declaration, attached as
Exhibit C, provides general background on passage of the statute and specifically provides
further confirmation that restricted revenues must be excluded from the revenue neutrality
calculation. Paragraph 10 of his declaration states:

At all times during my discussion with legislators, staff, other advocates,
representatives of the Governor’s office, and others, I emphasized the general
. fund impact of incorporations on county responsibilities. At no time did any
discussion ensue regarding the impact of our language on discrete sources of
revenue such as the “road fund” other than “in passing” comments to which I
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responded that these sources were independant [sic] of the process and were not
affected at all by the proposal. (Declaration of Baxter C. Culver, § 10, Exhibit C.)

As concluded in our opinion dated July 29, 2008, the plain language of the underlying
statutory scheme, with its explicit cross-reference between sections 56810 and 56815, make clear
that LAFCO must exclude restricted revenues when calculating Revenue Neutrality. It is
important to note that the letter and declaration attached as Exhibits B and C are not offered to
provide an interpretation that is different from this plain language. Rather, these historic
documents are offered simply to confirm that the plain language of the law means what it says —
that restricted revenues must be excluded from the Revenue Neutrality process.

Although the legal analysis prepared by LAFCO’s Counsel dated September 10, 2008,
appears to agree that “the expenditures associated with restricted revenues should not be
combined with the other general fund revenues,” they still hold the view that “the Commission
may look beyond the mechanical calculation of Section 56810 to make its findings” by imposing
terms and conditions pursuant to Section 56886 that mitigate or partially mitigate losses to the
County’s unrestricted general fund with gains in the road fund. Legally, however, a LAFCO
does not have the statutory authority to unilaterally impose such a term and condition.

A Local Agency Formation Commission “has only those express (or necessarily implied)
powers which are specifically granted to it by statute.” (City of Ceres v. City of Modesto (1969)
274 Cal.App.2d 545, 550.) It is necessary, therefore, to examine the specific grant of authority
given to LAFCOs with respect to terms and conditions that can be imposed upon an
incorporation. Section 56886 sets forth the 22 specific mitigation measures that a LAFCO can
impose; it does not appear that any of the 22 mitigation measures provided therein include the
power to offset gains and lossés between restricted and unrestricted funds. For reference, a copy
of section 56886 is attached as Exhibit D.

CONCLUSION

For the reasons set forth above, we conclude that the County’s proposal that it receive
payments over a fixed period of time (Option #1) would be legally permissible. However, the
proposal that losses to the County’s General Fund be offset against estimated gains to the road
fund (Option #4) would not be legally permissible. If the Commission were to unilaterally
- impose such an offset, the County would have a strong legal basis to challenge its decision in a

court of law.

Exhibits:
A) County Counsel Memo re Proposed Incorporation of the Town of San Martin,

dated July 29, 2008

B) Legislative Representatives’ Letter to County Administrative Officers and
LAFCO Executive Officers, dated March 25, 1993

C) Declaration of Baxter C. Culver

D)  Government Code § 56886
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MEMORANDUM
TO: | Honorable Board of Supervisors
Peter iu%‘s', J ré,- County Executive
FROM: Ann Miller Ravel, County Counsel -9 {
Miguel Marquez, Assistant County Couns?]\f) '
RE: Proposed Incorporation of the Town of San Martin
DATE:  July29, 2008

Town of §an Martin. It concludes that the Santa Clara Local Area Formation Committee
(LAFCO) does not have the discretion to approve the proposed incorporation of the Town of San
Martin by imposing terms and conditions that would offset losses to the County’s general fund
with gains that may accrue to the County’s restricted road fund. The substance of this analysis
was provided to LAFCO at its July 2, 2008 meeting as part of public comment made on behalf of
the County.

l\g: memorandum summarizes relevant law relating to the proposed incorporation of the
)

QUESTION PRESENTED

Does LAFCO have the discretion to impose terms and conditions on the proposed
incorporation of the Town of San Martin to offset losses to the County’s unrestricted general
fund by applying a “credit” that may be realized in the County’s restricted road fund?

SHORT ANSWER

No, LAFCO does not have the discretion to offset losses to the County’s unrestricted
general fund against gains that may occur in a restricted fund. The applicable statutes, the
guidelines published by the Governor’s Office of Planning and Research (“OPR”), and
LAFCO’s own Incorporation Policies uniformly require LAFCO to consider separately the
impact of the proposed incorporation on the County’s unrestricted general fund when calculating
revenue neutrality. If LAFCO exceeds the discretion afforded under these governing laws and
policies, its decision would be subject to legal challenge.
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BACKGROUND

In February 2007, the San Martin Neighborhood Alliance (“Alliance”) submitted a
petition to LAFCO to incorporate as a town. If LAFCO were to approve this proposed
incorporation, it is estimated that the County’s general fund would suffer a net loss of about
$872,000 per year. On the other hand, it is estimated that expenditures from the County’s road
fund, a restricted revenue source, would be reduced by about $712,000 per year due to the

transfer of certain road maintenance responsibilities. Given the County’s financial interest in this
matter, LAFCO hired Best Best & Krieger LLP-as conflict counsel (“Conflict Counsel”).

Under the applicable law, LAFCO is not authorized to approve the Alliance’s petition
- unless it first finds that certain revenues and expenses associated with the proposed incorporation
are substantially equal — a requirement known as “Revenue Neutrality.” LAFCO’s Conflict
Counsel has opined that LAFCO has the discretion to meet this Revenue Neutrality requirement
by imposing terms and conditions that would offset the $872,000 loss to the County’s
unrestricted general fund with the $712,000 estimated savings to the restricted road fund. We
believe this to be an erroneous conclusion.

LEGAL ANALYSIS

On May 30, 2007, LAFCO adopted a comprehensive set of Incorporation Policies.
These local policies augment the OPR “Guide to the LAFCO Process for Incorporations,” but
they specifically note that “[w]here these local policies differ from the OPR Guidelines the local
policies shall apply.” (Incorporation Policies, p. 1). Equally important, they state that “[u]nless
otherwise specified herein, proposals for incorporation are subject to all policies and
requirements that apply to proposals and applications submitted to Santa Clara LAFCO.” (Ibid.).

Section 10 of the Incorporation Policies is entitled “BASIS AND ASSUMPTIONS FOR
REVENUE NEUTRALITY.” This section requires LAFCO to separately consider the fiscal
impact on restricted and unrestricted revenues when imposing terms and conditions on a
proposed incorporation, as follows: '

c. The Jfollowing additional policies apply to the revenue neutrality agreement
or any proposal for LAFCO terms and conditions for revenue neutrality:

®  Fiscal impacts to restricted and unrestricted revenues should be
evaluated separately. A city may pay a portion of its annual revenue
neutrality payment with restricted funds if both agencies agree, and
if a legal exchange mechanism can be created to do so. (/d. at 10,
emphasis added). -

! Revised August 1, 2007.
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This local policy makes clear that the terms and conditions that LAFCO may impose to
meet the Revenue Neutrality requirement must treat restricted and unrestricted funds separately,
unless two preconditions are met: (1) both agencies agree, and (2) a legal exchange mechanism is
established. Neither of those conditions has been met here.

The Governor’s Office of Planning and Research (“OPR”), a statewide office that
convened a task force of experts for the purpose of creating statewide guidelines for the
incorporation process (Gov. Code, § 56815.2), issued nearly identical guidance on this issue.
When describing the “Method of Calculation” for revenue neutrality, OPR said:

" The calculation of revenue neutrality should be based on the following
standard[]. . . [r]estricted and unrestricted revenues should be evaluated
separately. An agency could pay a portion of its annual revenue neutrality
payment with restricted funds if both agencies agree and a legally enforceable
mechanism for payment can be reached. (OPR Guidelines, p. 44, emphasis
added).

The legal basis underlying these policies derives from section 56810 of the Government
Code. That section specifically excludes restricted revenues from the calculation of property tax
revenues to be exchanged among affected agencies to a proposed incorporation. (Gov. Code,
§ 56810 subd. (c) [calculation “does not include any of the following: (A) Revenue which, by
statute, is required to be used for a specific purpose.”]). That section also requires that restricted
revenues be excluded when calculating Revenue Neutrality under section 56815. (Gov. Code
§ 56810 subd. (j)).

Notwithstanding these legal authorities, LAFCO’s Conflict Counsel argues that “[t]he
legislative intent of the Revenue Neutrality Statute and the Statute’s reference to terms and
conditions suggest that the Commission may look beyond Section 56810’s mechanical
calculation to make a revenue neutrality calculation.” (Opinion of Best Best & Krieger dated
June 25, 2008 at p. 5). It is an extraordinary legal proposition to suggest that a local governing
body has the discretion to “look beyond” the requirements of state law, particularly in the
absence of express authorization to do so. To support its argument, LAFCO’s Conflict Counsel
relies upon the legislative intent underlying the statutory scheme. That reliance, however, is
misplaced.

In People v. Johnson, the California Supreme Court recently reiterated its jurisprudence
relating to legislative intent, as follows:

Because the statutory language is generally the most reliable indicator of that intent,
we look first at the words themselves, giving them their usual and ordinary meaning
and construing them in context. If the plain language of the statute is clear and
unambiguous, our inquiry ends, and we need not embark on judicial construction.
If the statutory language contains no ambiguity, the Legislature is presumed to have
meant what it said, and the plain meaning of the statute governs. (People v. Johnson
(2002) 28 Cal.4™ 240, 244, internal citations omitted).
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The plain language of the local policy, the OPR Guidelines and state law is clear and
unambiguous: each requires that restricted and unrestricted revenues be evaluated separately for
purposes of meeting the Revenue Neutrality requirement. This separation ensures that restricted
revenues cannot be used to offset losses to the County’s unrestricted general fund, unless the
parties were to agree to such an arrangement. By protecting the County’s general fund in this

- manner, the Legislature has ensured that vital countywide services are not sacrificed at the
- expense of a proposed incorporation.

Finally, it is important to recognize that because the language of these authorities is clear
and unambiguous, there is no need to examine their underlying legislative intent. No additional
powers can derive from such an examination, and we are aware of no additional discretionary
powers vested in LAFCO apart from those expressly set forth in statute.

CONCLUSION

For the reasons set forth above, we conclude that LAFCO may not impose terms and
conditions that will offset losses to the County’s unrestricted general fund by applying a “credit”
that may be realized in the County’s restricted road fund. If such terms and conditions were
unilaterally imposed on the proposed incorporation of the Town of San Martin, the County
would have a strong legal basis to challenge LAFCO’s decision in a court of law.
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‘March 25, 1993

TO: County Administrative Officers
' LAFCO Executive Officers 3

' SUBJECT: Interpretation of SB 1559/AB 3027 (1992)

Last year, the California Legislature enacted Section 56845 of the
Government Code to require LAFCO's to not approve an incorporation
unless the Commission can make a specific finding relative to the
fiscal impact of the incorporation. ; '

The San Diego LAFCO Executive Officer has requested county
officials and other LAFCO officers throughout the state to review
the new section, 56845, and provide interpretation of the new law.

‘The undersigned drafted the language ehacted by AB 1559/3027. . In
order to facilitate a discussion. and to help reach a common,
- statewide, interpretation of the language and its meaning, we also
responded to the seven (7) questions posed by the San Deigo LAFCO
Executive Officer.  We wanted you to have a copy of the letter and
_our responses.

If you have any questions or need further clarifiéation, please do
not hesitate to contact us.

Baxter Culver
Legislative Representative
Sacramento County

Casey Kaneko -
Legislative Representative
Santa Barbara County

Dan Wall -
Legislative Representative. :
California State Association of Counties



COUNTY OF SACRAMENTO

1100 K STREET, SUITE 301
SACRAMENTO, CALIFORNIA 95814-3941
(916) 440-6509
(916) 440-6865 (FAX)

IAXTER C. CULVER
.eQislative Advocate

DONNA BUTLER
.egislative Assistant

March 25, 1993

Mr. Michael D. Ott

LAFCO Executive Officer .

County of San Diego _
1600 Pacific Coast Highway, Room 452
San Diego, California 92101

SUBJECT: Government Code Section 56845 (SB 1559/AB 3027)

Dear Mr. Ott:

This is in response to your letter tb the San Diego County Deputy
Chief Administrative Officer, which was shared with the Sacramento
County LAFCO Executive Offlcer, regarding the above bills/code

section.

We wanted to respond to your several questions in our capacity as
the individuals who drafted and caused to be placed into the

Government Code, Section 56845,

For clarity and ease of understanding, we have paraphrased the
seven questions in your letter and have responded to each of them
in turn. We believe that there is some confusion regarding what
‘the new section, Section 56845 and amendment to Section 56842, were
intended to accomplish and hope that this letter will clarify what
was intended when these amendments were offered in SB 1559/AB 3027.

If, after reviewing this letter, you have additional questions or
need clarification, please do not hesitate to contact us.

QUESTIONS AND RESPONSES:

QUESTION #1:

Do the words "substantlally" and "similar" mean that LAFCO can
exercise discretion in its determination that the exchange of

revenues and expenditures are "equal?"



ANSWER: Yes. It was intended that LAFCO's have some discretion
over these determinations. It was not intended that a dollar-for-
- dollar balance be achieved in every case--only that "substantial
equality" be achieved between the parties.

In the past, LAFCO has been limited in its ability to achieve
equality. Tax sources have been transferred by force of law or
formula. Only by manipulating new city boundaries have LAFCO's
had an ability to mitigate the negative impact of incorporations
on counties. Further, in instances where informal mitigation
agreements have been reached at LAFCO, they have been abrogated by
newly elected city council and the courts have upheld those

actions.
QUESTION #2:

'Please interpret the following conclusion: "we would conclude that
mitigation measures are only required to mitigate negative  fiscal
impacts incurred in the first year of incorporation." '

ANSWER: The conclusion that "mitigation measures are only required
to mitigate negative fiscal impacts incurred in the first year of
incorporation" is erroneous.

Section 57384 of the Government Code provides for a new city to
"pay back" the county, which is obligated to continue serving the
newly incorporated area for a period not to exceed the balance of
the fiscal vyear, notwithstanding the fact that the newly
incorporated city obtains it's revenue sources immediately upon

incorporation.

In the past, new cities wanted to incorporate as closely as
possible to July 1 in order to obtain the maximum benefit of
revenues without responsibility. Counties, conversely, wanted.
incorporation to occur closer to June 30 in order to not have to
perform services for which no revenue was forthcoming.

The Legislature's 1985 (Chapter 541) compromise continued the
practice of county delivered services for a period not to exceed
the remainder of the fiscal year but required the new city to
reimburse the county for the services rendered. The reimbursement
can take place over a period not to exceed five (5) years.

The drafters of 56845 were fully aware of 57384. It is a remedy
for the transition year (that period during which the new city is
starting up and the county/district is winding down). There is no
relationship - between the two sections other than the general
philosophical relationship . . of linking revenues and
responsibilities. 56834 addresses the "windfall" which new cities
otherwise would accrue in their first year of existence and 56845
addresses the longer-term effect of converting a county tax base
to a city tax base without a commensurate conversion of an equal
amount of service responsibility. '

2 2N



In short, because the county retains most of its service
responsibilities following an incorporation (Health, Welfare,
Justice and General Government) the portion of its tax base needed
to meet those responsibilities must be protected. 56845 was
intended to transfer county tax revenues and responsibilities --
not provide new cities with windfall revenues.

The language in 56845(c)(2) was intended to provide discretion to
LAFCO and the principals to an incorporation issue in fashioning
measures designed ‘to mitigate an otherwise unbalanced revenue-
responsibility transfer. We did not believe it appropriate to
dictate one solution for all circumstances. In some foreseeable
clrcumstances a new city might find it in its interest to enter
into a sales tax sharing agreement with the county to mitigate a
loss. In other instances, an exchange of assets (land and/or
buildings) might bhe preferable. Or a different property tax
transfer could be negotiated. It was our intent to identify a wide
range of options which could be employed to achieve revenue

neutrality.

In no way, however, should one conclude that 56845 was intended to
mitigate, only for one year, what could be a very substantial, long
texrm, loss of county revenues. How long the mitigation should be
imposed is a determination that must be made based upon the
particular facts of each incorporation. It was our intent that if
the county loss is perpetual, the mitigation should be also.

QUESTION #3:

Do you agree with the conclusion, "we would interpret 'expenditures
currently made' and 'revenues currently received' to be based on
the most recent fiscal year for which data are available as

required in Govermment Code Section 56833.12"

ANSWER: Section 56845 was placed where it is in the code so that
LAFCO, having prepared a Comprehensive Fiscal Analysis pursuant to
Section 56833.1, having made the property tax transfer calculations
required in Section 56842, and all of the other work required to
analyze a proposal, could make an informed finding as required in
56845 as to the fiscal impact of the incorporation proposal. If,
following such detailed analysis, LAFCO cannot make a finding of
"substantially equal" revenues and expenditures, the parties would
be compelled, we believed, to meet, negotiate and devise a
mitigation plan which would permit LAFCO to make a finding of

"substantially equal."

In short, 56845 was intended to provide direction to LAFCO after
the commission had an opportunity to analyze the information
available to it, along with a mitigation plan, should one be

necessary.

QUESTION §4:
AB 3027 does not distinguish between genefal fund revenues and

o



restricted revenue such as road funds. It is quite possible there
could be a surplus in road fund revenues compared to road fund
expenditures, and a deflcit in general fund revenues compared to
general fund expenditures. Do you agree with the conclusion: "it
would appear that the intent of the legislation is to consider
total revenues against total expenditures without regard to any
restriction on the use of the revenue." Please comment.

ANSWER: It was not the intent of SB 1559/AB 3027 to “consider
total revenues against total expenditures without regard to any
restrictions on the use of the revenue." Such an interpretation
is without merit and is illogical in the context of the intent of

this section and other laws.

- Specifically, counties receive "road fund" moneys from the state
based on three primary variables: countywide vehicle registration,
number of county maintained road miles, and assessed valuation of
the unincorporated area (Sections 2104, 2105, 2106, 2107 Streets
and Highways Code). The vast majority of the revenue is
distributed based on countywide vehicle registration data which is
not affected by incorporation. : : - :

. However, counties do lose road funds when there is an incorporation

because of the "county maintained road miles" and "unincorporated
assessed value" factors. This unequivocally means that there is
no "county windfall" in the area of road finance when there is an

incorporation. :

‘Furthermore, the presumption in.qﬁestion'#i completely distorts the

issue because road funds are restricted funds and cannot "offset .

@ deficit in general funds." Also, the new city will receive its'
own "road fund" from state sources -- one based primarily on city

population statistics. |

Section 56845 was intended to balance the transfer of General
Purpose revenues and responsibilities. Section 56842 provides for
a property tax transfer based on "net" costs of service. Further,
Section 56842 provides that fees, restricted revenues, charges or
assessments, etc., specifically, are to be excluded from the
calculations. Please note that we 1linked these two sections
through cross-reference to clarify that the calculations in 56842
were central to the determinations in 56845. It made no sense at
all to us to include, in a revenue neutral calculation, those
services or functions of local agencies which each have their own

discrete revenue source.

In our opinion, the "road fund/general fund" analysis only serves
to confer a windfall on the new city, since the new city will have
a discrete source of funding from the state for road ‘service as
well as a general purpose revenue or a duplicate, discrete, revenue

source from the county. Such an analysis would result in a net

loss to the county, since the county will have to give up general
burpose revenues, or road fund revenues, while it may not convert

‘the road fund for use as general purpose revenue. How could this

s | N

T



be construed to be “"revenue neutral?"

QUESTION #5:

AB 3027, however, refers only to revenues currently received and
expenditures currently made, with no provision to use "net costs.”
Does the new law require that (LAFCQO) determine total revenues and
total expenditures specific to the incorporation area even if they
are considered full-cost recovery? :

ANSWER: Although SB 1559/AB 3027 did not expressly require the use
of "net" cost data, it did amend Section 56842 to add (j) to
subsection (4) which provides: "The calculations and procedures
specified in this section shall be made prior to and shall be
“incorporated into the calculations specified in Section 56845."
The purpose of that amendment was to reflect the "net cost"
calculations for property tax transfers in the revenue neutral

calculation.

However, even if "net cost" was not directly calculated, the source
of revenue available to the new city (fees, charges, assessments,
- federal funds, etc.) to totally offset the cost of the service
being assumed by the new city would eliminate the necessity for a
general purpose revenue transfer from the county or a district.
Again, as stated in our answer to gquestion $4, above, if fee
authority or a discrete revenue source is sufficient to offset a
cost of service, why should another agency be required to
contribute its general purpose revenues to support the service?
‘What public policy is served by such an unnecessary transfer?
Arguably, the new city, having received revenue from the county,
would impose the fee and, thus "double dip"; a practice SB 1559 was

intended to preclude.

QUESTIONS #6 AND #7:

Please comment regarding expanding the range of services and the
assoclated expenditures that should be identified for purposes of
complying with AB 3027. Specifically, should liability insurance,
general government services, jall bookings, property tax
adminiairative costs also be computed as part of an incorporation
proposal?

ANSWER : We are informed that the Sacramento LAFCO, in its
incorporation calculations, has, historically, calculated a
component cost for general government, liability insurance, etc.
These costs are a necessary component of doing government business.
Likewise, to the extent that the new city is liable for booking
fees and the county is relieved of those costs, the booking fee
should be considered in the calculations for property tax transfer.

Regarding Prdperty Tax Administration Fees, the calculation of
County-City exchange of revenues and expenditures should not
“include the property tax administration fee currently charged to

L



special districts. The new city will not be assuming a service
obligation or expenditure requirement from the County, but rather
from the special district in question. The County will not be
relieved of a service obligation or requirement. Property tax
‘administration costs are an existing obligation of the district
which the new city will be assuming along with the district's

revenue.

Finally, we want to emphasize that the basic thrust of our efforts,
in drafting Section 56845 (and amending 56842), was to prevent
negative fiscal impacts on a county's general fund resulting from
an incorporation. After a new city is formed, the county continues
to be responsible for providing health, welfare, court, probation,
prosecution, indigent defense and myriad of other services to the
new clty's residents (as well as the rest of the county); services
which are financed with general fund revenues. If these general
fund revenues are siphoned off to provide a higher level of
municipal services to residents of one part of the county, all
county residents suffer the consequences through reduced countywide

services.

It should also be noted that the Legislature and the Governor
approved SB 1559/AB 3037 in full acknowledgment of the fact that
.counties were being damaged by the property tax transfer, which
was part of the last year's State budget solution, and that the
counties needed protection against additional revenue losses.

We hope that this letter is of some “value to you in your
deliberations. Again, if there are additional questions or
clarifications needed, please do not hesitate to contact one of us.

Sincerely,

Baxter Culver _ | Casey Kaneko Dan Wall

Leg. Representative " Leg. Representative Leg. Representative
Sacramento County Santa Barbara County CSAC

cc: LAFCO Executive Officers
County Administrative Officers
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DECLARATION OF BAXTER C. CULVER

I, Baxter C. Culver, declare and state the following.

1. I am the Legislative Representative for the County
of Sacramento. I have.been employed in this position since May of
1983. * My prior employment has included serving as staff to a
member of the cCalifornia Legislature and to a member of the
Sacramento County Board of Supervisors.

, 2. My duties as Legislative Representative include
monitering, drafting, and advocating specific legislation under
thé¢ general guidance of the County pursuant to adopted county
legislative policy. I am authorized to Support, oppose, or request
amendments to legislation consistent with adopted county policy.
My duties also include working with legislative staff, members of
the Assembly and Senate and representatives of the State
Administration. _

3. Along with Casey Kaneko, Legislative Advocate for the
County of Santa Barbara, and Dan Wall, Legislative Representative
for the County Supervisors of California, I participated in
drafting, revising, and advocating an amendment to SB 1559 (Stats.
1892, Chapter 697) which dealt with the exchange of revenue during
the incorporation of a cley.

. 4. The amendment to SB 1559 added Section 56845 to the
Government Code, Section 56845 provided that incorporations must
be "revenue neutral". The amendment was intended to structure. the
general purpose revenue exchange between a newly incorporated city
and the predecessor agency (county) so as to eliminate the
circumstance whereby the county relinqueshes more revenue than it
relinqueshes in responsibilities., Since July, 1978, according to
a study conducted in 1985 by the California Association of Local
Agency Formation Commissions, 27 out of 30 incorporations resulted
in major to minor fiscal losses to counties. Incorporations since
1985 have ~had similar results. Proposed or potential
incorporations within Sacramento County would also result in major
revenue losses to the county.

5. A second amendment (also in SB 1559) amended Section
56842 of the Government Code. 56842, as amended by AB 672 (Chapter
541, Statutes of 1985), which, under my direction, was sponsorad
by Sacramento County and advocated by the Association of Counties,
revised the process by which property tax transfers were calculated
between newly incorporated cities and counties. 56842 was a
necessary first step in resolving disputes arising from the



practice of transferring more in property tax revenues than the
county had previously expended for the service which was being
assumed from the county by the new city. Indeed, prior to the
adoption of 56842, it was a common practice to transfer property
.tax revenues for services which were entirely suppcrted by fee
revenues (i.e. refuse collection, water, wastewater treatment).

6. The addition of Section 56845 and the amendment to
56842 as contained in SB 1559, were crafted in furtherance of
Codifying what was current Sacramento County LaFCO Policy. As set
~forth in the Policy Manual, Page IV-4, "LAFCO will approve a
proposal for a change of organization or reorganization only if the
Commission finds that the proposal is revenue neutral at the time
that the proposal comes before the Commission." Codification of
this policy was believed necessary because existing law did not
explicitly confer upon LAFCO's the authority to require adhearance
to such a policy. Nor was there a process by which incorporation
proponents and the county could negotiate the revenue exchanges.
Prior to SB 1559, revenue transfers were the function of formulas
and/or transfers rooted in statute. '

7. The potential loss to Sacramento County due to an
incorporation is reflected in the analysis of the proposal to
incorporated the community known as Citrus Heights. As presented
to the Sacramento LAFCO, Citrus Heights would have imposed a net
loss of $5 million of county general purpcse revenue. Citrus
Jelghts contains an area in which commercial enterprises are
concentrated and attracts shoppers from throughout the
unincorporated area of Sacramento County.

8. SB 1559 and AB 3027 were specifically designed to
balance the transfer of general purpcse revenue and the transfer
of general purpose revenue financed responsibilities. Those
services which the new city would assume for which fee authority
exists, those services for which discrete revenues are forthcoming
to a city from the state of california, and those services which
the city chooses to offer which were not previously offered by the
county, were not considered appropriate for inclusion in a "revenue
neutral" calculation. It was for that reason that the act of
making a finding of "revenue neutral", which is required in 56845,
must take place after the calculations which are required in 56842
have been completed. Those calculations are to determine the
amount of property tax revenue to be transferred to the new city
and do not include "fees, charges or assessments," or Revenue
which, by statute, is required to be used for a specific purpose".
Indeed, paragraph (2) of 56842 defines '"total net cost" as
"...the...costs which which were funded by general purpose

revenues."

P SB 1559 and AB 3027 were crafted to preserve the
revenue by which countywide service responsibilities such as
indigent health care, social services, the justice system, and
countywide 1library or parks systems are funded. Prior to the
adoption of “revenue neutral" language in these bills, counties



invariably were forced to forego revenue sources which finance
these responsibilties when an ~area incorporated. The
responsibility to continue to provide theses services, however, was
ongoing. The revenue neutral language was intended to balance the
transaction by equating general purpose revenues transferred with
general purpose service responsibilities assumed.

10. At all times during my discussions with legislators, .
staff, other advocates, representatives of the Governor's office,
and others, I emphasised the general fund impact of incorporations
on county responsibilities. At no time did any discussion ensue
regarding the impact of our language on discrete sources of revenue
~such as the "road fund" other than "“in passing" comments to which
I responded that these sources were independant of the process and
were not affected at all by the proposal. Indeed, because cities
and counties each receive funding from the state for certain
restricted uses, a discussion of "revenue neutral! calculations
would be fruitless. Cities receive "road funds" based, primarily,
on city population figures. Counties receive funds based on county
maintained road miles and county-wide vehicile registration figures.
Each approach has its own rational. ,

11. The adoption of the amendments in SB 1559 and AB
3027 were undertaken, in part, in recognition of the significantly
adverse impact of the State's decision to allocate $525 million in
county property tax revenue to local schools. We implored the
- Legislature to minimize county exposure to other related revenue
losses. We asked the Legislature to partially insulate counties
from the adverse fiscal impacts of incorporations on county .general
funds. It adopted both SB 1559 and AB 3027 with the full knowledge
that it was doing so in order to avert further fiscal distress.

Baxter C. Culver
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CA Codes (gov:56885-56890)

56886, Any change of organization or reorganization may provide
for, or be made subject to one or more of, the following terms and
conditions. If a change of organization or reorganization is made
subject to one or more of the following terms and conditions in the
commission's resolution making determinations, the terms and
conditions imposed shall constitute the exclusive terms and
conditions for the change of organization or reorganization,
notwithstanding the general provisions of Part 5 (commencing with
‘Section 57300). However, none of the following terms and conditions
shall directly regulate land use, property development, or
subdivision requirements:

(a) The payment of a fixed or determinable amount of money, either
as a lump sum or in installments, for the acquisition, transfer, use
or right of use of all or any part of the existing property, real or
personal, of any city, county, or district.

. (b) The levying or fixing and the collection of any of the
following, for the purpose of providing for any payment required
pursuant to subdivision (a):

(1) Special, extraordinary, or additional taxes or assessments.

(2) Special, extraordinary, or additional service charges,
rentals, or rates. 3 :

(3) Both taxes or assessments and service charges, rentals, or
rates. o

(c) The imposition, exemption, transfer, division, or
apportionment, as among.any affected cities, affected counties,
affected districts, and affected territory of liability for payment
of all or any part of principal, interest, and any other amounts
which shall become due on account of all or any part of any
outstanding or then authorized but thereafter issued bonds, including
revenue bonds, or other contracts or obligations of any city,
county, district, or any improvement district within a local agency,
and the levying or fixing and the collection of ‘any (1) taxes or
assessments, or (2) service charges, rentals, or rates, or (3) both
taxes or assessments and service charges, rentals, or rates, in the
same manner as provided in the original authorization of the bonds
and in the amount necessary to provide for that payment.

(d) If, as a result of any term or condition made pursuant to
subdivision (c), the liability of any affected city, affected county,
or affected district for payment of the principal of any bonded
indebtedness is increased or decreased, the term and condition may
specify the amount, if any, of that increase or decrease which shall
be included in, or excluded from, the outstanding bonded indebtedness
of that entity for the purpose of the application of any statute or
charter provision imposing a limitation upon the principal amount of
outstanding bonded indebtedness of the entity.

(e) The formation of a new improvement district or districts or
the annexation or detachment of territory to, or from, any existing
improvement district or districts.

(f£) The incurring of new indebtedness or liability by, or on
behalf of, all or any part of any local agency, including territory
being annexed to any local agency, or of any existing or proposed new
improvement district within that local agency.. The new indebtedness
may be the obligation solely of territory to be annexed if the local
" agency has the authority to establish zones for incurring
indebtedness. The indebtedness or liability shall be incurred
substantially in accordance with the laws otherwise applicable to the
local agency. v '

, (g)" The issuance and sale of any bonds, including authorized but
unissued bonds of a local agency, either by that local agency or by a
local agency designated as the successor to any local agency which
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CA Codes (gov:56885-56890)

is extinguished as a result of any change of organization or
reorganization.

(h) The acquisition, improvement, disposition, sale, transfer, or
division of any property, real or personal.

(1) The disposition, transfer, or division of any moneys or funds,
including cash on hand and moneys due but uncollected, and any other
obligations.

(j) The fixing and establishment of priorities of use, or right of
use, of water, or capacity rights in any public improvements or
facilities or any other property, real or personal. However, none of
the terms and conditions ordered pursuant to this subdivision shall
modify priorities of use, or right of use, to water, or capacity
rights in any public improvements or facilities that have been fixed
and established by a court or an order of the State Water Resources
Control Board.

(k) The establishment, continuation, or termination of any office,
department, or board, or the transfer, combining, consolidation, or
separation of any offices, departments, or boards, or any of the
functions of those offices, departments, or boards, if, and to the
extent that, any of those matters is authorized by the principal act.

(1) The employment, transfer, or discharge of employees, the
continuation, modification, or termination of existing employment
contracts, civil service rights, seniority rights, retirement rights,
and other employee benefits and rights.

. {m) The designation of a city, county, or district, as'the
successor to any local agency that is extinguished as a result of any
change of organization or reorganization, for the purpose of
succeeding to all of the rights, duties, and obligaticns of the
extinguished local agency with respect to enforcement, performance,
or payment of any outstanding bonds, including revenue bonds, or
other contracts and obligations of the extinguished local dgency.

(n) The designation of (1) the method for the selection of members
of the legislative body of a district or (2) the number of those
members, or (3) both, where the proceedings are for a consolidation,
or a reorganization providing for a consclidation or formation of a
new district and the principal act provides for alternative methods
of that selection or for varying numbers of those members, or both.

(o) The initiation, conduct, or completion of proceedings on a
proposal made under, and pursuant to, this division.

(p) The fixing of the effective date or dates of any change of
" organization, subject to the limitations of Section 57202.

(g) Any terms and conditions authorized or required by the
principal act with respect to any change of organization.

(r) The continuation or provision of any service provided at that
time, or previously authorized to be provided by an official act of
the local agency.

(s) The levying of assessments, including the imposition of a fee
pursuant to Section 50029 or 66484.3 or the approval by theé voters of
general or special taxes. For the purposes of this section,
imposition of a fee as a condition of the issuance of a building
permit does not constitute direct regulation of land use, property
development, or subdivision requirements.

-(t) The extension or continuation of any previously authorized
charge, fee, assessment, or tax by the local agency or a successor
local agency in the affected territory.

(u) The transfer of authority and responsibility among any
affected cities, affected counties, and affected districts for the
administration of special tax and special assessment districts,
including, but not limited to, the levying and collecting of special
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CA Codes (g0v:56885-56890) Page 3 of 3

taxes and special assessments, including the determination of the
annual special tax rate within authorized limits; the management of
redemption, reserve, special reserve, and construction funds; the
issuance of bonds which are authorized but not yet issued at the time
of the transfer, including not yet issued portions or phases of
bonds which are authorized; supervision of construction paid for with
bond or special tax or assessment proceeds; administration of
agreements to acquire public facilities and reimburse advances made
to the district; and all other rights and responsibilities with
respect  to the levies, bonds, funds, and use of proceeds that would
have applied to the local agency that created the special tax or
‘special assessment district.

(v) Any other matters necessary or incidental to any of the terms
and conditions specified in this section. If a change of
organlzatxon, reorganization, or special reorganization provides for,
or is made subject to one or more of, the terms and conditions
specified in this section, those terms and conditions shall be deemed
te be the exclusive terms and conditions for the change of
organization, reorganization, or special reorganization, and shall
control over any general provisions of Part. 5 (commencing with
Sectlon 57300).
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Local Agency Formation Commission of Santa Clara County

LAFCO Meeting Date: October 1, 2008
TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: Update on:
(a) Payment of LAFCO Staff Fees

(b) Compliance with Disclosure Requirements
(c) Schedule for Proposed Incorporation of the Town of San Martin

Agenda Item # 6

Staff Recommendation

Accept report and provide direction to staff.

Disclosure Requirements

LAFCO received additional disclosure forms (see Attachment A) from the
proponents on September 23, 2008. These forms will be posted on the LAFCO
website for informational purposes.

LAFCO Staff Fees

As of the end of August 2008, LAFCO staff costs for the incorporation proposal
amounted to $159,660.06 (see Attachment B for July and August invoices). This
amount includes a cost of $44,314.33 incurred in the months of May through
August for legal services provided by Best Best and Krieger. At the September
10, 2008 LAFCO Meeting, the Commission ordered that the proponents are
required to pay the LAFCO fees in full no later than 72 hours prior the public
hearing. The Public Hearing is scheduled for November 7, 2008 and therefore the

payment is due November 4, 2008.

Revised Schedule for the Incorporation Proposal

The public hearing for the San Martin incorporation proposal was originally
scheduled for the October 1t LAFCO meeting. The public hearing on the
incorporation will now be held on November 7t at 2:30 PM.

The following is the revised schedule:

70 West Hedding Street « ] 1th Floor, East Wing = San Jose, CA 95110 « [408) 299-5127 + {408) 295-1613 Fax » www.santaclara.lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund-Wilson
ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



Revenue Neutrality Terms

1

August 2008

No Agreement reached between Proponents and
County at end of Negotiation Period, LAFCO
must Impose Terms for Revenue Neutrality

September 10, 2008

LAFCO Meeting to discuss Options for Revenue
Neutrality and Commission provide direction to
Staff re. revenue neutrality terms

QOctober 1, 2008

LAFCO Meeting to further discuss Options for
Revenue Neutrality and Commission to provide
direction to Staff re. revenue neutrality terms

October 2008

LAFCO staff / consultant prepare terms and
revise CFA

LAFCO Public Hearings: Final Approval

1 | October 8, 2008 Release revised public hearing draft CFA with
revenue neutrality terms

2 | October 17, 2008 Issue Public Hearing Notice for November 7,
2008 LAFCO Hearing on Incorporation
Proposal

3 | October 24, 2008 Issue EO Staff Report with Analysis,
Recommendations and Findings

4 | Late October 2008 Hold an Informational Workshop in San
Martin

5 | No later than November 4, 2008 | Proponents to pay LAFCO Fees in full

6 | November 7, 2008 LAFCO Public Hearing on Incorporation
Proposal: LAFCO Adopts Findings, Terms and
Conditions. Set Date for Reconsideration
Hearing.

7 | November 8, 2008 Final LAFCO Resolution sent to Proponents
and Affected Agencies

8 | December 8, 2008 Last Day to Request Reconsideration of

LAFCO Resolution adopted on November 7,
2008

Page 2 of 4
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9 | Following LAFCO Approval Prepare Final Boundary Map and Legal
Description

10 | December 12, 2008 Potential Meeting Date for LAFCO
Reconsideration Hearing (To confirm
availability with Commissioners)

11 | December 3, 2008 Regular scheduled LAFCO Meeting Date

Election Related Dates

1 | TBD Deadline for submittal of Final LAFCO
Approval Documents to County for BoS
Meeting

2 | TBD BoS’ Meeting to Adopt Resolution Calling
Election and Determine whether Candidates
will be Charged for Candidates’ Statement to
be sent to Each Voter or whether County will
Absorb Costs

3 | E-120 February 2, 2009 Last Possible Date for BoS to Call Election.

4 |TBD EO to Submit Impartial Analysis to LAFCO
(within 5 days of BoS calling election)

5 | E-113 to 88 City Council Candidates may be Nominated
for Elections by Voters Signing a Nomination

February 6 to March 6, 2009 Paper

6 | E-83 March 11, 2009 Deadline to Submit Arguments For or Against
the Measure

7 | E-76 March 18, 2009 Deadline for LAFCO to Submit Impartial
Analysis to Registrar of Voters

8 | E-0 June?2, 2009 Election Day

9 | E+28 June 30, 2009 Registrar Certifies Election Results to the BoS,

BoS Declares Results of Election

Page 3 of 4
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LAFCO Finalization Dates

The incorporation becomes effective when LAFCO records the Certificate of
Completion.

1

Following certification of
election results

LAFCO Records Certificate of Completion /
Termination and LAFCO Forwards the
Finalization Documents to SBE and other
Affected Agencies and County Departments

2 | August1, 2009 or later Effective Date of Incorporation
ATTACHMENTS

Attachment A: SMNA disclosure documents

Attachment B: July 2008 and August 2008 Invoices for the Proposed

Incorporation of the Town of San Martin

Page 4 of 4
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ITEM NO. 6
ATTACHMENT A

San Martin Neighborhood Alliance
“Together We Make A Difference”

FAX TRANSMITTAL

Local Agency Formation Commission

San Martin Neighborhood Alliance

September 23, 2008

California Form 460, Recipient Committee Campaign. Statement
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MALING ADDRESS (IF DIFFERENT)} NO, AND STREET OR P.O. BOX

CA2-2LET
&

CITY STATE

ZIP CODE

AREA CODE/PHONE

OPTIONAL: FAX | E-MAIL AODRESE

Cleo  Logan

MAILING AD DRESS

Saan M&d{_jfk A

CITY _ STATE 2IP CODE )
2 av h e

AREA CODE/PHONE

NAME OF ASSISTANT TREASURER, IF ANY

MAILING ADDRESS

CiTY STATE ZiP CODE

AREA CODE/PHONE

OPTIGNAL: FAX I E-MalL ADPRESS

4, Verification

I'have used all reasonable diligence in preparing and reviewing this statement and (o the beslofm
tnder penalty of perjury under the lawss of the State of Califarnia Ihat the foregeing is lrue and cor

Exeouted on

Balo
Executed on Ct 'Z’z" Dg

. Dada ¥

Execuled on

Do
Executed an

Dais

By

y knowledge the information confained herein and in the atlached
ect,

S v i
8y {

Sigrialiy® of Conlioting Officehokder. Cardais, Siala Weam.rs Proparsant of Fies pors Ve G oTSpomeer

By

By

Sgnature of Cont tling Officehal dar, Garridals, Siala hssurs Progomert

S o Corirdlng Oiceheldor, ©

SateMeasue P

schedules is true and complete. | ceriify

FPPC Form 460 (January!05]

FEPC Toll-Free Helpline: GEE/ASK-FPPC {866/275-3772)

Stale of Calfornla
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SEP 23 ‘u8 @5

Campaign Disclosure Statement
Summary Page

SEE INSTRUCTIONS ON REVERSE

Amounts may be rounded

Type or print in ink.

to whole dollars.

SUMMARY PAGE

Statement covers period

frem '_‘J“"-’ ‘.

CALIFORNIA 46 0

FORM

through lﬂfﬁﬁ? fefzm Page ‘2' of '

NABME CF FILER

éhq OA-;‘ LLQ/

I.D. NUMBER

NerQ

o p Column A ColumnB Calendar Year Summary for Candidates
Contributions Received |mot:omngmmmza c:gﬁa:m Runnlng in Both the State Primary and
5 . . General Elections
1. Monetary Contribulions .....cecocceereviiesciniiioinssereen. Schedile A, Ling 3 § ra $ _{_’L_'L_"[/fé__
- —— ok g 171 through 6/30 711 1o Date
# oans ST A i Ry i Rt edule 8, Line
SUBTOTAL CASH CONTRIBUTIONS ..o Acitines 12§ — 195588 |5 45 ’ ocevie ;
4. Nonmonetary Contrbutions...............coveesiieeinene..  Schadeile G, Line 3 g%?ﬂ %?‘6 21, Expendiiures
5. TOTAL CONTRIBUTIONS RECEIVED -.vevocooreo v tines 3+ 4§ 2 | Oler s ‘ZJl,lDf:a tade $ $
Expenditures Made ' i Expenditure Limit Summary for State . ‘
6. Payments Made .........ccieviivenieariimnrivesiniencioneens Schedile €, Lina 4 § g( ol < $ -Sl' (S Candidates
7. Loans Made ..........ccciiioiiimriimaiiecinencennimssiee- Schedile M, Line 3 é 2. Gumulative E i i
urnu a nre y el 1] ures ade*
8. SUBTOTALCASHPAYMENTS ......cooccoommminmmiricrinicess Addlines657 8 q 1S s S 0S - st aryExpandinre L)
9. Accrued Expenses (Unpaid B[Ils] cererreens e sneeees . SCREOV £, Line 3 ﬁ @, Date of Eleclion To*al o Date
10. Nonmanetary AQJUSINENt ............coc.c.covrernrae..... Schedule C, Line 3 & o & (mnvetyy)
1. TOTAL EXPENDITURES MAOE ... AdtLivessogag0 § D O[S 5 ADIS - ' $ |
Current Cash Statement o f $
12. Beginning Cash Balance ..... wiiecen.  Previous Summary Fage, Line 16 § SRS

%

13. Cash RecRiptS ..covvvvmermecmimrinsiasincieene. COMMA A, Ling 3 2bove -
14. Miscellaneous [ncreases 10 Casi v eecvvecvvecenne. Scheduie J, Line 4 {3 %%
15. Cash Paymems ........ccccvvecriviiiiessiicsmecnesinvenranes Collimn A, Line 8 above (O ( g
16. ENDING CASHBALANCE .......... Add Lines 12 + 13 + 14, then subtract Line 15§ %’)gf I{

If this is 3 lermination statement, Line 16 must be zero.
17. LOAN GUARANTEESRECEIVED ..............eo.ccoe...  Schedilo 8, Part 2  $ ‘f,ﬂ
Cash Equwaients and Outstanl:lmg Debts '
18. Cash Equivalents... rrar e ne e e 388 INStRACiONS G7 roverse |
19, Outsfanding Debfs.........cceoeuee.....  Addiine 2+ tine 9in Column Babove $ W

To caleulate Column B, add
amounts in Cotumn A lo the
corresponding amounls
from Column B of your fast
report. Some amounts in
Cafumn A may be negative
figures that should be
sublracted from previous
period amounts. I Lhis is
the first report being filed
for this calendar year, only
carry over the smounls
from Lines 2, 7, and 3 (f

any).

“Amounls in this section may be difterent from amounts
reparted in Column B.

FPPC Form 460 (January/05)
FPPC TollFree Helpline: 868/ASK-FPPC (B866/275-1772)
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Schedule A Type or print In Ink. SCHEDULE A
Amounts may be rounded

MOﬂetary Contributions Received to whole dollars, Statemen{ covers p:tlud CALIFORNIA 4 6 0
from f; / / 2% . FORM

SEE INSTRUCTIONS ON REVERSE throtigh m Page % of (b
NAYIE OF FILER : —
Sm NP | [a L. : %

oD IF AN INDMIDWAL, ENTER AMOUNT CUMULATIVE TO DATE PER ELECTEON
i SRRt smﬁﬂuﬁiﬁmgﬁ; ey CNTRIBUTOR | CONTRIBUTOR | ocyPATION AND EMPLOYER RECEIVED THIS CALENDAR YEAR TODATE
RECENSR ' ' CODE * {F SELPEUFOTED, BNTER IO PERIOD (JAN. 1 - DEC. 31) (F REQUIRED)
OF BIFSINESS)

[‘dklﬁzﬁ, Cec;h (.o‘.'ﬂm N gM «R{‘{‘mﬂ, i
tf{% f b “ ?M&lw\&buh& EgTH «-w) (56{1) Qg\"fﬁ)
Sn Wagbee <A Q5o Oery
‘sﬂ/ el Bmene oo b
V£ BRoTH :
Y 1o : 5@! Maedip DSl apry gizz

flsce
T bl deped [ R | .
%/ 1055 G:f{[x-s:) o Ijo'w %{W
[Oscec

y ot vallee, Nk, Mook T2, a5

[d1scc
CHND
JcoM
CJotH
PTY
[dsce
SUBTOTAL $ S
Schedule A Summary gf'; 270 *Contributor Codes
1. Amount received this period —itemized menetary contributions. TR — g&;m Committes
(Include all Schedulg A SUDIOLAIS.) ...courieieicrerciece i aeessessenseseereseress s ssersseses o sseesesesersossesn B {ather than PTY or SGC)
?/ 22’8 m OTH - Oiher (e.g., business enbily)
2. Amountreceived this period — unitemized monetary contributions of less than $100 ... l -3 X PTY - Pollleal F"ari}'
3. Total monetary confributions received this period, (( C? ‘E, {% — ECC - Small Contriaidor Committee
(Add Lines 1 and 2. Enter here and on the Summary Page, Column A, Line o e .. TOTAL $&
FPPE Form 460 (January/05)

FPPT To!l~Fre& Helpiins: 865/ASK-FPPC (866/275-3772)
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Type or print in Ink.

SCHEDULEB -PART 1

Schedule B-Part 1 Amounts may ha rounded Statement cogers perlod CALIFORNIA
Loans Received to whole dolars. 46 0
from FORM
SEE INSTRUCTIONS ON REVERSE through @ r{é L Cj& Page £ of {
NAME OF FILER LD. NUMBER
o O, \uer A9
0 ) ) [ ] o Tal
IF AN INDIVIDUAL, ENTER
FULL NAME. Sm%?ﬁ%ﬁg?s M OCCUPATION AND EMPLOYER | © BALATE S - éﬁgfvﬂmﬂms AMOUNT PAID ‘g&ﬁég%ﬁ mgﬂfslr ORIGINAL cu%smbwe
(F COVMITTEE, ALSO ENTERAD NUMBER) (& SELF-EMPLOYED, ENTER BEGINNING THIS OR FORGIVEN | cLOSE OF THIS THIS AMOUNT OF | CONTRIBLITIONS
MAVE OF BUSINESS) PERIOD PERIOD THIS PERIOD * __PERIOD PERICD LOAN TODATE
ﬁ’;;d,_‘._.,l] 5 qq.ﬂquf! ; E E Oreo CALENDAR YEAR
L2515 Footlall Ae ) ; s —_— 8 i
! . FORGIVEN FERELECTION™
2SN VR CA SO“[ [ %550 _|D
5 f—— ] ¥ H 5.
fﬁ IND [JcOM {JOTH [PTY [] Sscc DATE DUE DATE INCURRED
me CALENDAR YEAR
5 3 % | s $
[J FORGIVEN il FERELECTION**
5 s 5 $ s
TOIND [JcoM [QOTH []PFY [ scc DATE OUE DATE INCURRED
GPN!'J CALENDAR YEAR
H 3 3.9 § 3
[ ForGmva ANE PERELECTION 4
3 = 5 $ 1] i
Tomo pcom [Jom O PFY [} sCC DATE DUE DATE INCURRED
SUBTOQTALS $ $ $
{Enier{e) on
Schedule B Summary SchedusE, Lire3)
1. Loans received this PErOd ..........cu.oouverievenererecenrmrernreresserssmseierne S A E R PIIER.. @0 ;
(Tolal Column (b) plus umlem:zed foans ofless than $‘1 00. ) tConlribulor Codes
IND —Individual
2. Loans paid or forgiven hiS period ...........viveersrerercsronns R R L ﬁ‘/ COM-—Recigient Committes
(Total Column (¢} plus loans under $1 00 paid or farg iven. ) {ather than PTY or SCC)
(include loans paid by a third party that are also ilemized on Schedule A) gm —Pc:g‘a:'ra I{;gl.{ybusiness entity)
- . E
— i . .
3. Netchange this pariod. (SubtractLine 2fromLine 1.)... RS eas. NET 3 L0 SCC— Small Contributor Commities

Enler the net here and on lhe Summary Page, Column A Lme 2

tAmouuLa forgiven or paid by anoiher party also must be reparted on Schedule A,

** [ required.

J

{May ba a regatve manbel)

FPEC Form 460 (Januaryf05)
FPPC Toll-Free Helpline: BEE/ASK-FPPC (B66/275-3772)
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Schedule B -Part2
Loan Guarantors

Type or print In ink.
Amounts may ba roundad
to whole dollars.

SCHEDULEE- PART 2

FORM

CALIFORNIA

Pagai of

460
(b

SEE INSTRUCTIONS ON REVERSE through
NAME OF FILER 1.D. NUMBER
SmNA. |, {nc
1,
FULL NAME, STREET ADDRESS AND IF AN INDINGDUAL, ENTER AMOURNT BALANCE
25P CODE OF GUARANTOR CONTRIBUTOR OCCUPATION AND EMPLOYER LOAN GUARANTEED CUMULATIVE OUTSTAMNDING
{F OOMMITTEE, ALSO ENTER |0 MUMBER) CODE o M ERUIACED KR THIS PERICD TODAYE TODATE
CJND LENDER CALENDAR YESR
[OcomM - P
“ e DRTE PERELECTION
P {F REQUIRED)
(Jscc
H
Cal ENDAR YEAR
{JIND LEMDER
gcom s
PERELECTION
SOTH DATE {IF REGUIRED)
PTY
O $
GALENDAR YEAR
[JIND LENDER '
[Jcom s
PERELECTION
[JotH - {17 REQUIRED)
aery
fjscc $
o o CALENDAR YEAR
[Jcom $
PERELECTION
(JoTH DATE [IF REQUIRED}
OPTY
{Jsce :
Enker oy %,
Sureary Faga, x
SUBTOTAL $ sy g =
FPPC Form 460 (January/05)

FPPC Toll-Free Helpline: 666/ASK-FPPC {B66/275-3772)
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SEP 23

ScheduleC Type or printin ink. SCHEDULE C
- . - Amcunts may be rocunded
Nonmonetary Contributions Received 10 whole dollfars. Statemenlcovers petiod CALIFORNIA 4 6 0

fmm?M.'l_z%_‘ FORM

- ’
- -
SEE INSTRUCTIONS ON REVERSE ) thr OUEhAﬁ)D—ﬁ—Léfmg Page of

NAME OF FILER L 1 D. NUMBER
N\l Nog
" CUMULATIVE TO
FULL NAME, STREET ADDRESS AND CONTRIBUTOR | . IF ANINDIVIDUAL, ENTER DESCRIPTION OF AMOUNT) OATE PERELECTION
DATE s OCCUPATICN AND EMPLOYER FAIRMARKET TODATE
ol I8 ZIP GODE OF CONTRIBUTOR CODE ¢ O E s ShFLOn GOODS OR SERVICES s CALENDAR YEAR ot
[IF COMMITTEE, ALSO ENTER 1D, NUMBER] P NAMIC OF e.usmézs: (JAN 1-DEC 3%) (IF REQUIRED)

C;,r) V—».c;’_eg({ﬁﬂ—- SI(;?M qrt}u\-{fﬁc
Lf(w “an i«tuﬁ-/-‘LMu "\'55{(7 .E]EQPTT %‘@Lp qua) il

[IIND
oty | LT e a5 obdeby o | (20
Sn Mk | CA- Cisco

. [JiND
Cf(m% Sople vl dispenlivet G Q‘Lﬁh Yo |-

OPTY

é?g[['/(p./} Ch— é Dscc
e Sy fac i, O
Tt ?mr’?’ﬁiﬁ SR | dog loweel (B15p | 150~

aery
Altach additional information on appropriafefy labeled continuation shests. SUBTOTALS S5y —
Schedule C Summary *Conlribuior Codes
1. Amount received lhis period — itemized nonmonetary conlribubions. . - IND - Individual )
(Include all Schedule C SUBIOAIS.) ......c..vvreueimie e i s vesessessiess s eses e es e et e oo eeeeoes e es $ l(? 56 com_m;mmﬁcq
2. Amount received this peried — unitemized nonmonetary contributions of less than $100 w..veeroeoooo $ 229[3 R %'&'}?..%‘;{Tsiﬁ;’““"m entity)
3. Total nonmonetary contributions received this period. 5 2) 7 ?S _— | SCC-SmallContributor Committee
(Add Lines 1 and 2. Enter here and on the Summary Page, Golumn A, Lines 4 and 10.) eicieeieieei.. TOTAL §

FPPC Form 460 (January/05)
FPPC Toli-Free Helpline: B66/ASK-FPPC (B66/275-3772)
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C
Schedule X (Continuation Sheet)

Type of printinink.

Amounts may be rounded
to whole dollars.

NewMonetary Contributions Received

Statement covers period

CAJ'_:lgg ;Nl A 4 6 0

lhraugh ﬂ"ﬁ} Zé{ 2&’)}3

Page 7_ of z

NAME OF FILER

L.D. NUMBER

N,

O - (g

FULL NAME, STREET ADDRESS AND ZiP CODE OF CONTR IF AN INOIVIDUAL, ENTER risgroal b pperrbbtlivho i R
o b R onbTawesnoe | recmenes | “GEDRORT | R
o el ekl :[l‘éﬁﬂi { CJiND ; -
% %n)f&h, ] ¥ OcoM Q‘Qg‘ysf'&/ 4
7 { %‘3{;‘ (i)l%
;ﬁ-f ‘2: é?( W) Q&—— % SDE‘ & scc i}%
Ono v o Sos
Bylon. D =3 0 balos
B20TH )
by | it S o . "1t %73
et M_,,\ [ CA- G5d Osce "y
Mﬂﬂﬂn_. 8'{3“'3” a I $ Cf 25
54«7 ; HoTH
lah | un wadwo Cb Q) QP b
| P ek G o el |
e OTH > Cog~
/74 Berv 737“—%) o>
CJscc
% a,{ZWSL ,gg(?:: 5@&% (6
, Usgass foe @W
7 = phade. ch Bsec
SUBTOTALS |25 — | T B

*Coalributor Codes

IND — Individua)
COM~Recipient Commitiee

(othez than PTY ar SCC)
OTH - Cther {e.g., business entity)
PTY — Palitical Party
8CC - Small Contributor Committee

FPPC Form 460 (January/35)
FPPC Toll-Free Helpline: B6E/ASK-FPPC (866/275-3772)
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.
Schedule )((Continuation Sheet) Typs or print in Ink. SCHEDULE §/(CONT,)

fp Monetary Centributions Received Ameunts may be rounded Statemenfcavfrspericd [YNETR T 460

to whole dollars. -
wom_  [L{LOX FORM

through i [ Page % of
NAME OF FiLER 1.0. KJMBER

WA o

NT CUMULATIVE TO DATE PER ELECTION
FULL NAME, STREET ADDRESS AND JP CODE OF CONTRIBUTOR IF AN INDMDUAL, ENTER AMOY
R, (IF COMMITTEE, A5 ENTER 0. NUMGER) CONTRELTOR | OCCUPATIONANDEMPLOYER |  RECEIVED THis CALENDAR VEAR TODATE

{IF SELF-EMILOVED, ENTER HAME PERICD {JAN. 1 - DEC. 3%) {iF REQUIRED)
4%

CFEUSNESS)
ND Y 7
g, s
BOTH %
PTY
Hce (O—

OND

CJcom
0JoTH
CIPTY
CJscc

CJIND
CJcom

[JOTH
ety
Cscc

JiND

fcom
[JOTH
OpPty
sce

[JiND

Clcom
JoTH
ety
[Jsce

(L0 —

sustotaLs ([ O —

“Confributor Codes

IND — Individual
COM- Recipient Commitize
(other lhan PTY or 8CC)
OTH — Giher {e.g., business enlity)
PTY - Poiitical Parp,x _ FPPC Forrn 460 (January/05}
SCC - Small Cantributor Commitiee FPPC Toll-Free HelplIne: B66/ASK-FPPC (866/275-3772)
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SEF 23

Schedule D ) SCHEDULED

Summary of Expendltures Type or print in ink. Statement caovers period 7

Supporting/Opposing Other A oy s fodnted 7 caroriiA 460
PP pposing to whole dollars. i [[ | | 22 FORM

Candidates, Measures and Committees

I i
Na‘ [ oH
SEE INSTRUCTIONS ON REVERSE through _{X é Page of
NAME OF FILER 1.D. NUMBER

'?MM‘A-: [ s Neoo

CUMULATIVE TO DATE PER ELECTION
NAME OF CANDDATE, OFFICE, AND DISTRICT, OR DESCRIPTION
PR MEASURE NUMBER OR LETTER AND JURISDICTION, TR OFEUNMENT {IF REQIRED) Mggg;{;ms G?J!;%NE%FE{CYE;?R (!FLOEEL‘?';EED)
OR COMMITTEE -
[ tonetary
N Contribution
\l [J Nonmonelary
| GNnS— Contribution
{] independent
[] Support [] Cppose Expenditure
[ Monetary
Conlribution
D Nonmme!ary
Contribution
[ Independent
L] sueport [] oppose Expenditura
[ Monetary
Contribulion
[ Nonmaretary
Confribution
[] Independent
[} Suppodt O Oppose Exgenditure
SUBTOTAL $
Schedule D Summary
1. Itemized contributions and independent expenditures made this period. (Inclide all Schedule D SUDIOLAIS.) ............covcimvcieesiese e e rserersene O
2. Uniternized contributions and independent expenditures made this period of UNAEr STO0 ... vureeiveevericrmsieieveres e eeresees eseresessesssasarosessssmesseeess &
3. Total confributions and independent expenditures made this period. (Add Lines 1 and 2. Do not enter on the Summary Page.) ............ TOTAL §

FPPG Form 450 (January/05)
FPPC Toll-Fres Halpline: BEGIASK-FPPC (866/275-3772)
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Schedule E Type or pn‘nbt in lnk.d .
F Amounts may be rounde
Payments Made to whols dollars.

EEE INSTRUCTIONS ON REVERSE

from

o _SLE[ 12 | e 1O\

Statement cove _r;_perlod CALIFORNIA 4 6 0

1 [% FORM
[{

NAME OF FILER

LD. NUMBER

Q)

CODES: If one of the following codes accurately describes the payment, you may enter the code. Otherwise, describe the payment.

CWP  campaign paraphemalia/mise, MBR member communicalions RAD radio airtime and production costs

CNS campaign consulants MTIG meefings and appearances RFD returned contributions

CIB contribution (explain acnmonelary)” COFC office expenses SAL campaign workers' salaries

CVC civic donalions PET gelition circulating TEL  Lv. or cable aiime and production costs

FIL  candidate fiing/balict fees PHO phene banks TRC candidate traved, lodging, and meals

D fundraising evenls POL gpolling and survey research TRS slafifspouse wavel, lodging, and meals

ND  independent expenditure supporting/oppesing olhers (explain)* POS postage, delivery and messenger services TSF  lransfer behveen commitiees of the same candidate/sponsar

LEG legal defense PRO  professional services (legal, accounting) VOT voter regisiration

UT  campaign literature and mailings PART  prinl ads WEB information technology costs (intemet, e-mail)

{Eﬁﬁuﬂ&ﬂfgonaﬁ?isn?g&fgj CODE OR DESCRIFTION OF PAYMENT AMOUNT PAID

W sl % iebloy o %gzga;

[ v rmp.,{o,q,

[ Aeo

Lafeo fas 247 1o

Fws m%) |G

(.

%Zﬁ(‘ S&

* Payments that are contributlens or independent expenditures must alsc be summarized on Schedule D.

SUBTOTAL $ "-{[ o rﬁf

Schedule E Summary

1. ltemized payments made this period. (Include all Schedule E subfotals.) .........
2. Unitemized payments made this period of under $100 .. ooeoeeeoeeeoeooeoeeo

s

B P e

3. Totalinterest paid this peried on [oans. (Enter amount from Schedule B, Part 1, ColUmn (8).) - ..ot iiicmcrns sinsarniscessamers et smseastas s vmessesteretesennre 3
4. Total payments made this pericd. (Add Lines 1, 2, and 3. Enter here and on the Summary Page, ColumnA, Line6.) ..cccveevcvevrenene..... TOTAL $i’&J.6~
FPPC Form 463 {(January/05)

FPPC Toli-Free Helpline: B66/ASK-FPPC (866/275.3772)
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Schedule E
(Continuation Sheet)
Payments Made

SEE INSTRUCTIONS ON REVERSE

Type or printin ink.
Amounts may be rounded
to whele dollars.

SCHEDULE E (CONT.)

Statement covgs period CALIFORNIA
o [z( D% FORM 460
19

through

paoe L[ w0

NAME OF FILER

o A

ke

1.D. WUMBER

Neég

CODES: If one of the following codes accurately describes the

payment, you may enter lhe code. Otherwise, describe the payment.

CMP  campaign paraphsmalia/misc, MBR member communications RAD radfe airtime and praduction costs
CNS campaign consuhants MTG meetings and appearances RFD  returned contributions
CTB  contribution (explaln nonmonetary)* OFC office expenses SAL campaign workers' salaries
CVC civic donalions PET  gpetition circulating TEL L. of cable aitime and produciion cosls
FL  candidale filingfbaliot fees PHO phone banks TRC candidate travel, lodging, and meals
FND  [undraising events PCL poliing and survey research TRS siaff/spouse travel, iodging, and meals
ND  independent expenditure supportingfopposing others {explain)" POS  postage, delivery and messenger services TSF  Iransfer between committees of the same candidate/sponsor -
[EG Iegal defense PRO professional services (legal, accounting) VOT voler registralion
UT  campaign lilerature and mailings PRT prnl ads WEB infosrmation technolagy costs (internst, e-mail)
NAME AND ADDRESS OF PAVEE CODE  OR DEECRIPTION OF FAYMENT AMOUNT PAID

{IF COLMITTEE, ALSD ENTER |.O. NUMBER)

to iz, Lee
s At o4

PO

5 Zeer

ke

191

Wﬂw&%ﬂ (& L.Vb,,g_;,p,c, ﬁ%

Lt

S

Wy

B cn

FND

N o]
Qe

T

Ch—

Wb

R2XS

* Payments that ave contributions or independent expendltures mustalso be sun-1 marizedon Schedule .

suBTOTAL § L1 (&

FPPC Form 460 (January/05)
FPPC Toll-Free Helpline: 866/ASK-FPPC (3661275-3772)
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Schedule E Type or print In Ink.
(COﬂtinuatiOﬂ Sh&et) Amounts may be roundad
Payments Made 1o whole dollars.

SEE INSTRUCTICNS ON REVERSE

SCHEDULE E (CONT.)

from

Statement covers perlod CALIFORNIA
/ FORM 460

threugh N /4 é O% Page _LZ—of g

NAME OF FILER

SNA (e

|.0. MUMBER

Q_

CODES: |f cne of Ihle following codes accuralely describes the payment, you may enter the code. Ctherwise, describe the payment.

3

QP campaign paraphernalia/misc. member communications
CNS campaign consuitants MIG mestings and appearances

RAD
RFD

radlo airtime and production costs
relurmed contributions

CTB contribution {explain nonmanetary)* OFC office expenses SAL campaign workers' salaries
CVC civic donzalions PET pelition cacuiating TEL Lv, or cable altime and production cosls
FIL  candidate filing/ballot fees PHO phone banks TRC candidate frevel, lodging, and meals
FMNO  fundraising events POL polling and suivey research TRS staftfspouse travel, lodging. and meals
IND  independent expenditure supporttng/opposing others {explain)* POS gpostage, delivery and messenger services TSF  transfer between commiltees of the same candidate/sponsor
LEG legal defense PRO professional services {legal, accounting) VOT voter regisiration
LIT  eampaign litesature and mailings PRT piint ads WEB information lechrology cosls (intesnet, e-mail)
NAME AND ADDRESS OF PAYEE CODE  OR DESCRIPTION OF PAYMENT AMOUNT PAID

{'F COAMITTEE, ALSO ENTER |D. NUMB"FI,}

ﬂiﬂvfm Jawﬁw, Dute
fv FND

?m/{L V@/LJQ?C/( & (002>

Sy
::jum%@ thD b wacf % T

%J:WW% M Ql A Al f%’q)

.

ﬂ,'f“

(5¢¢

MBC s ( faglethi Sork e

ng/-— S (Lﬁ"’q“’ W\/{%C, FN D

617

* Payments that are conielbutions or Independent expendilures must also be summarized on Schedule D.
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FPPC Form 460 (fanuary/(5)
FPPC Toil-Free Helpline: BE6/ASK-FPPC (866/275-3772)
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Schec_lule E Type or prnt in Ink.

(CO nfinuation S heet) Amo:mtshmlaydb alvlrounded
cllars.

Payments Made ownoledeflars

SEE INSTRUCTIONS ON REVERSE

SCHEDULE E (CONT.)

from

Statement fovers perfod CALIFORNIA 460

FORM

through

/}{1 0 N

Page& of l Y,

NAME OF FILER

DURNA | e

[.0. NUMBER

—

CODES: If one of the following codes accurately describes the payment, you may enter the code. Otherwise, describe the payment.
OW campaign paraphesnalia/mise. MBR member communicalions RAD radio alrime and production cosis
CNS campaign consuitants MIG wmeslings and appearances RFD  returned contribulions
CT8 contribulion (expiain nonmonetary)* OFC office expenses SAL campaign workers' salaries
CVC civic donalions PET  pefition circulating TEL  Lv. or cable aidime and produclion cosls
Fi.  candidate filingfballot fees PHO  phone banks TRC candidate Iravel, lodging, and meals
FND [undraising events POL  paolling and survey research TRS stafifspouse travel, lodging, and meals
D  independent expenditure supporting/oppesing others {explain)* POS poslage, delivery and messenger services TSF  iransfer between commitices of lhe same candidate/sponsor
LEG legal defense PRO professional services {legal, accounling) VOT voter registralion
LT campaign literature and mailings PRI print ads WEB informalion lechnology costs (Inlernet, e-mail)
NAME AND ADDRESS OF PAYEE CODE  OR DESCRIPTION OF PAYMENT AMOUNT PAID

{IF COWMITTEE, AL50 ENTER LD, NUWVEER)

Wrafoe doesdad upess. Do

f2c,

ra

* Payments that are contributions or Independent expendifures musi alse be summarized on Schedule D.

sustotALs 2.5

FPPC Form 460 {January{05)
FPPC Toll-Free Helpline: BES/ASK-FPPC (866/275-3772)
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SCHEDULEF

Type or print In Ink.
Schedule F o o gt sy besoun el CALIFORNIA 46 0
Accrued Expenses {(Unpaid Bills) to whola dollars. FORM

SEE INSTRUCTIONS ON REVERSE Page of
NAME OF FILER 1.D. NUMBER

( —
b#\k 50 A—' o S B
CODES: If one of the following codes accurately describes the payment, you may enter the code. Otherwise, describe the payment.
CMP  campaign paraphernaliaimisc. MBR member communications RAD adio sirime and preduction costs
CNS campaign consulianis MTG meelings and appearances RFD  returned conlributions
CTB conftribution (explain nonmonetary)® OFC office expenses SAL campaign workess' salaries
CVYC  civic donations PET  petition circulaling TEL tv. o cable ailime and produciion costs
F&L  candidate fling/ballot fees PHO  phone banks TRC candidale fravel, lodging, and rmeals
FND  fundraising evenls POL palling and survey research TRS staffispouse fravel, tadging, and meals
IND  independent expenditure supporiing/opposing others {explain}’ POS postage, delivery and messenger services TSF  transler between commitiees of the same candidate/sponsor
LEG legal defense PRO professional services {legal, acoounting) VOT voler registralion
UT  campaign literalura and mailings FRT  print ads WEB information technelogy costs (intemel, e-mail)
(a} (&) {e) ()
NAME AND ADDRESS OF GREDITOR CODE OR OUTSTANDING AMOLNT INCURRED AMOUNT PAID OUTSTANDING
UF.COMMITTES, ALED ENTERAD. HUMGER) DESCRIPTION OF PAYMENT | paj A%NCE BEGINNING THIS PERIOD THIS PERIOD BALANCE AT CLOSE
OF THIS PERIOD {ALS0 REPORT O E] ~ OF THIS PERIOD
* Payments that are confributions or Independent sxpendifures must also be
summarized an Scheduls D. SUBTOTALS $ $ $ §
Schedule F Summary
1. Total accrued expenses incurred this peried. (Include all Schedule F, Golumn (b) subtotals for
accrued expenses of $100 or more, plus tolal unitemized accrued expenses under $100.).....c.cccvcvrneimcreesienserereee.o, INGURRED TOTALS $
2. Totel accrued expenses paid this peried. (Include alt Schedule F, Column () subtotals for payments on
accrued expenses of $100 or more, plus tolal unitemized payments on accrued expenses under $100.) ....ooveeeeeveveeeeveeverenn. PAID TOTALS $
3. Net change this period. (Subtract Line 2 from Line 1. Enter the difference here and
on the Summary Page, ColUmm A, LIN@ 9.) oot iimisraiasess retetasmsaseimtsisbesases smmsees se tatias saeesesamsenmesesasesamsettsimtomnesossiressrererasessces NET $ _
=y ba a pegalne nuirbar
FPPC Form 460 (January/05)

FPPC Toll-Free Helpline: B66/ASK-FPPC (866/275-3772)
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Schedule G
Payments Made by an Agent or Independent
Contractor (on Behaif of This Commiittee)

SEE INSTRUCTIONS ON REVERSE

Type or print in Ink.
Amounts may be rounded
te whale dollars.

SCHEDULE G
CALIFORNIA

FORM 4 6 0
Pags J/Q\ of[ <

T
wosen_ 8116 (0%,

NAME OF FILER

RN o

1.D. NUMBER

MNAME OF AGENT OR INDEPENDENT CONTRACTOR

CODES: If one of Ihe following codes accurately describes the payment, you may enter the code. Otherwise, describe the payment,

campaign paraphemalia/misc.

campaign consullants

coniribution (explain nonmonelary)*

civic donations

candidate fling/aliot fees

fundraising evenls

independent expenditure supporling/opposing others {explain)*
legal defenss

campaign literalure and mailings

S EEL L

MER
MTG
OFC
FET

PO
POL

PCS
PRO
PRI

member communications

meelings and appearances

office expenses

petilion circulating

phone banks

poling and survey research

postage, delivery and messenger services
prolessional services (legal, accounting)
print ads

* Payments that are coniributicrs of Independenl expenditures must also be summarized on Schedute D.

RAD radio aitime and production cosls

RFD  refumed coniributions

SAL campaign workers’ salaries

TEL  Lv. or cable airtime and production costs

TRC candidate travel, lodging, and meals

TRS staffispouse travel, lodging, and meals

TSF  lransfer behween commiltees of the same candidate/sponsor
VOT voter regisiration

WEB information techrology cosis (inlemet, e-mail)

NAME AND ADDRESS OF PAYEE QR CREDITOR
{IF COMMI TEE. ALSG ENTER1.D. NUMEER)

COQDE OR

DESCRIPTION OF PAYMENT AMOUNT PASD

Aftach additional information on appropriately labeled canfinuation sheets.

TOTAL" §

“ Do not transfer la any ofher schedule or (o the Summary Page. This lolal may not equal the amount paid la the agent or

independent contraclor as reported on Schedule £,

FPPC Form 480 {Janisary/05)
FPPC Toll-Free Helpling: 866/ASK-FPPC (3661275-3772)
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SCHEDULEH
Schedule H Type or print In [nk. Statemen) covérs period
* Amounts may be rounded CALIFORNIA 460
Loans Made to Others to whale dollars. wom L [{ 0% FORM
ol L\
SEE INSTRUCTIONS ON REVERSE !mnugh_‘7 L GR Page 72 of
NAME OF FILER 1.5, NUMBER
O A, [nc _
l ®) {c) (o) ft fo}
FULL NAVE, STREET ADDRESS AND ZIP GODE oéil‘}%‘qﬁgﬁfu”é‘é.ﬁm o | OUTSTANOING | AMOUNT | Repavaent or OUTSTANDING |  irenesT ORIGINAL CUMULATIVE
OF RECIPIENT it asbisfyratnh - Gmc Tris| LOANED THIS | FORGIVENESS cmEﬂ s | RECEIVED | AMOURTOF LOANS
F CCMMITTEE, ALSO ENTER 1.0. NUMBER| INAME CF BUSINESS) PERIOD PERIDD THIS PERIOD* PERIOD ) LOARE TODATE
] PAID CALENDAR YEAR
{ . 3 3 % $ 3
N 0}1 Q [] FORSIVEN RaTE PERELECTION®
H 5 s $ s
DATE DUE _ DATE HCURRED
] PAD CALENDAR YEAR
s $ 3 H §
[] FORGIVEN REE PERELECTION'™
H s $_ 3 1
DATE DUE DATE iNCURRED
*Loans that are contrlbutlons fo anothar candldate or commiltee
musil also be summarized an Schedule D. Loans farglven must
alse be reported an Schedule E. SUBTOTALS |$ § $ $

{Ertter {e) an
Scheduis 1, Lina 3}

Schedule H Summary

1. Loans made this periogd .......ccccoveneen, AR 1 B S S A A S R B R R T D

(Total Column (b} plus unnem ized loans ol Iess than $1U'IJ ) “ I Reguieud

2, Payments TEORIVET ON IOBNS ....c.crmirimiiersreeermimrerercsemsesniarassesasars et semssancnistatentesaatasstssastessesetessmsssasnssionnsnrmsammtasmeesanessoss s B
(Tetal Calumn (c) plus unltermzecl payments of ess than $1 00 )

3. Netchange this period. {SUbtractLine ZfomLing 1.} .o et e cemse s smrmrssensrsnssnssesesessrieeseerenes NET $

(Enter the net here and cn the Summary Page, Column A, Line 7. } (Harke 2 e name=)

FPPC Form 450 (4anuary/05)
FPPC Toll-Free Helpline: 886/ASK-FFPC (B66/275-3772)
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Schedule |

Type orprntinink.

SCHEDULE |

Miscellaneous Increases to Cash Amounts may be rounded Shatement tovges parlod CALIFORNIA 6
to whole doliars, { fﬂ) FORM
from { ! L v
{
SE€ INSTRUCTIONS ON REVERSE through %—
NAME OF FILER -
|
DATE AMOUNT OF
RECEIVED gl i e DESCRIPTION OF RECEIPT INCREASE TO CASH
- ~
- e of New soned 5229
: = , A A
[
Attach addftional informafion on appropriately labeled continualion sheels. SUBTOTAL $ 6 6 'L%
Schedule | Summary
1. Hemized Incraases to cash this PEHOGE, cviiimimmimmssmimee b et e 8
2. Unitem|zed increases to cash of under $100 this period. .. R S .
3. Total of all interest received this period on loans made 1o others. (Schedule H, Calumn (e).) .. .8
4. Total miscellaneous increases to cash this period. (Add Lines 1, 2, and 3. Enter here and on the 2)%
Summary Page, Line 14.) ....cocococices e . TOTAL §

FPPC Form 460 (January/05)

FPPC Toll-Free Helpline: 866/ASK-FPPC (866/275-3772)



ITEM NO. 6
ATTACHMENT B

PROPOSED INCORPORATION OF THE TOWN OF SAN MARTIN

STATEMENT OF LAFCO STAFF COSTS
Statement Month: July 2008

Beginning Balance AMOUNT
BALANCE FROM THE PREVIOUS STATEMENT| $ 140,653.67

Staff Time for September 2007

LAFCO Staff Hours | Hourly Rate* Cost
LAFCO Clerk 11.50[$ 106.00[% 1,219.00 $ 12 816.83
LAFCO Analyst 4453 164.00 | $ 729.80 e
LAFCO Counsel (BB&K) $ 572653
LAFCO Executive Officer 28.25|$ 18200 $ 5,141.50
Expenses
Postage for sending the July 30, 2008 memo update
on CFA (7 x $0.45) $ 3,15
$ 3.15

TOTAL DUE FOR THE CURRENT STATEMENT| $ 12,819.98

BALANCE DUE TODATE| $ 153,473.65

*New staff hourly rates were approved by LAFCO and are effective June 5, 2008

NOTE: Pursuant to the Fee Agreement for the San Martin Incorporation Proposal, the
payment for LAFCO staff costs is due prior to the first LAFCO public hearing, which is
expected to occur on October 1, 2008.



JULY 2008

STAFF

DATE

ACTIVITY/TASK

HOUR
UNITS

MONTHLY
TOTAL

EXECUTIVE OFFICER

7/1/2008

Phone meeting with attorneys, proponents
re CFA issues and follow up phone call with
attorney

2.00

7/2/12008

Prepare for and attend LAFCO meeting

5.00

7/7/2008

Review disclosure issues and schedule for
incorporation

0.50

7/8/2008

Phone conversation with Sylvia Hamilton

0.25

7/10/2008

Discuss road costs in CFA with Ron
Jackson and follow up

1.00

7/11/2008

Update from Scott Smith

0.50

7/14/2008

Phone discussion with Mala and follow up,
Review emails from Rick van't Rood

2.00

7/16/2008

Phone conversation with Ron Jackson re.
road funds and with Berkson re. road funds
and CFA Review and work on other
incorporation issues: schedule, disclosure,
fees invoices, CFA

2.00

7/17/2008

Phone call with Mala re. CFA issues,
certificate of filing and review and follow up
w/ Berkson re responses to comments on
CFA

2.50

7/18/2008

Work on CFA issues related to road costs,
forward communication protocol information
to Commissioners

1.50

7/21/2008

Work on CFA issues re. road costs, Phone
conversation with Kieser re. CFA

2.00

7/22/2008

Review and discuss further revisions to the
CFA tables, prepare memo re. CFA table
revisions, revenue neutrality letter to BoS

3.00

7/23/2008

Phone meeting w/ attorney re CFA Issues,
disclosure issues, Prepare letter regarding
certificate of filing, memo re. CFA tables,
Provide update to Commission re.
incorporation issues

6.00

28.25

LAFCO ANALYST

7/22/2008

Conference call with M. Subramanian
regarding CFA

0.30

712312008

Mail and email Memo regarding Certificate
of Filing for Proposed San Martin
Incorporation

0.15

7/24/2008

Conference call with M. Subramanian
regarding CFA

0.20

7/25/2008

Conference call with M. Subramanian and
Proponents regarding CFA issues and
follow-up discussion regarding CFA

1.80

7/25/2008

Email to Proponents regarding FPPC form
and information

0.10

7/28/2008

Conference call with M. Subramanian
regarding CFA

0.20

4.45

Page 1 of 2



JULY 2008

STAFF

DATE

ACTIVITY/TASK

HOUR
UNITS

MONTHLY
TOTAL

LAFCO ANALYST
(Continued)

7129/2008

Conference call with M. Subramanian
regarding city attorney transition year costs
and conference call with R. Berkson
regarding Tables 1 and 3

0.40

7/30/2008

Conference call with M. Subramanian
regarding release of sales tax information

0.30

7/30/2008

Conference call with M. Subramanian
regarding Tables 1 & 3

0.50

7/31/2008

Finalize LAFCO Memo on CFA and RN;
email and mail Tables 1 & 3 and Memo to
LAFCO, Proponents, and County; and
request/verify posting on LAFCO Website

0.50

LAFCO CLERK

7/1/2008

Prepare for July 2, 2008 special LAFCO
meeting on San Martin incorporation:
supplies, maps, request to speak forms,
and make copies of documents for
distribution, etc.

0.75

7/2/2008

Set up Board Chambers and attend the July
2, 2008 special LAFCO meeting

3.50

7/7/2008

Update San Martin files with staff reports
and correspondence from the July 2, 2008
special LAFCO meeting

0.25

7/8/2008

Prepare minutes of July 2 special LAFCO
meeting

2.25

7/9/2008

Continue to prepare minutes of July 2
special LAFCO meeting

1.75

7/11/2008

Continue working on the minutes of July 2
special LAFCO meeting

1.25

7/130/2008

Update website re. July 30, 2008 memo on
update to CFA, revised CFA tables 1 and 3,
and LAFCO letter to Santa Clara County
Board of Supervisors; and send hard copies
to LAFCO Commissioners and the
propenents by mail.

1.76

11.50

Page 2 of 2



PROPOSED INCORPORATION OF THE TOWN OF SAN MARTIN

STATEMENT OF LAFCO STAFF COSTS
Statement Month: August 2008

Beginning Balance AMOUNT
BALANCE FROM THE PREVIOUS STATEMENT| $§ 153,473.65
Staff Time for September 2007
LAFCO Staff Hours Hourly Rate* Cost
LAFCO Clerk 1.10] $ 106.00 [$ 116.60 $ 6.186.41
LAFCO Analyst 0.70] $ 164.00 | $ 114.80 e
LAFCO Counsel $ 3,953.01
LAFCO Executive Officer 11.00] § 182.00 | $§ 2,002.00
Expenses
$ -
TOTAL DUE FOR THE CURRENT STATEMENT| $ 6,186.41
BALANCE DUE TO DATE| $ 159,660.06

*Staff hourly rate has been updated per LAFCQO Resolution No. 2008-03 of June 4, 2008,
revising the LAFCO Fee Schedule.

NOTE: Pursuant to the Fee Agreement for the San Martin Incorporation Proposal, the payment
for LAFCO staff costs is due prior to the first LAFCO public hearing, which is expected to occur
in November 2008. An invoice will be provided thirty days prior to the first hearing.




AUGUST 2008

HOUR MONTHLY
STAFF DATE ACTIVITY/TASK UNITS TOTAL
8/19/2008 Rewew correspondence and status of 1.00
issues
8/21/2008 |Follow up on incorporation issues 1.00
8/22/2008 Phone me_etln‘g with attorney to discuss 150
incorporation issues, follow up
EXECUTIVE OFFICER i i 11.00
8/25/2008 Phone meeting with attorney and 1.00
proponents
8/26/2008 Review incorporation Issues‘, Dlsc_uss w/ 150
Berkson re. revenue neutrality options
8/28/2008 |Prepare staff report 2.00
8/29/2008 |Prepare staff report 3.00
Conference call with M. Subramanian
Bi0472008 regarding Revenue Neutrality %20
Conference call with M. Subramanian
LAFCOIANALYST 8/8/2008 regarding County Staff Report and 0.50 210
Proponent's Letter regarding Revenue :
Neutrality
8/1/2008 géggare monthly staff time invoice for July 0.50
Scan and email to Rick Van't Rood
LAFCO CLERK | 82712008 g itember and October 2007 invoices Ak 1.10
Prepare draft agenda for September 10,
8/28/2008 12008 closed session and special meeting 0.50
on San Martin

Page 1 of 1



ITEM NO. 7
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anl AFCO

Local Agency Formation Commission of Santa Clara County

LAFCO Meeting:  October 1, 2008
TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst
Emmanuel Abello, Clerk

SUBJECT: 2007-2008 LAFCO Annual Report
Agenda Item # 8
RECOMMENDATION

Accept the 2007-2008 Annual Report. (July 1, 2007 to June 30, 2008)

ANNEXATION & REORGANIZATION ACTIVITY

During Fiscal Year 2007-2008, LAFCO approved 3 reorganization proposals, two
of them being annexations to two different sanitary districts and one involving
the City of San Jose. Last year, LAFCO approved 5 reorganization proposals, all
of them being annexations to sanitary districts.

The number of city-conducted annexations that LAFCO staff processed this year
totaled 13 proposals in six jurisdictions, as compared to 14 proposals in 4 cities
the year before. The acreage annexed was 10.68 acres in Gilroy, 90 acres in Los
Altos Hills, 4.24 acres in Los Gatos, 18.41 acres in Morgan Hill, 14.55 acres in
Mountain View, and 6.69 acres in San Jose.

ISLAND ANNEXATIONS

The City of San Jose was the only city to complete island annexations during Fiscal
Year 2007-2008. The City annexed 10 unincorporated islands totaling 61.75 acres.

Working with the City of San Jose and the County, LAFCO staff continued to help
coordinate the overall island annexation program. LAFCO staff assisted and advised
San Jose on their public outreach process, coordinated the preparation of maps and
reports by the County Surveyor and Assessors’ Offices, was available to attend
island annexation community meetings and hearings, provided technical assistance
on the island annexation process and law, and worked with and completed all
necessary paperwork as required by the State Board of Equalization.

70 West Hedding Street s 11th Floor, East Wing « San Jose, CA 95110 » (408] 299-5127 » (408) 295-1613 Fax www.santaclara.lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund-Wilson
ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



LAFCO staff is currently working with the City of San Jose on Phase 3 of their island
annexation program. Phase 3 involves 6 unincorporated islands that are larger in
size (15 to 147 acres) and have a significant amount of population.

URBAN SERVICE AREA AMENDMENTS

LAFCO heard and approved an urban service area amendment for the City of
San Jose that included the expansion of the City’s USA to include approximately
3.20 acres of land.

OUT-OF-AGENCY CONTRACT FOR SERVICE REQUESTS

LAFCO approved a request by the City of Los Altos Hills to extend sewer service
to a single-family residence located at 10700 Mora Drive outside Los Altos Hills’
city limits. In October 2008, LAFCO denied a request by the City of Los Altos
Hills to extend sewer service to a single-family residence located at 10885 West
Loyola outside Los Altos Hills’ city limits. This property was subsequently
annexed to Los Altos Hills as part of the West Loyola Annexation which was
recorded on October 18, 2007.

COMMISSION AND STAFF CHANGES

In April 2008, the Santa Clara County Cities Association reappointed John Howe
as the cities’ representative to LAFCO and reappointed Al Pinheiro as his
alternate. The terms end in May 2012.

The LAFCO Executive Officer position was increased to a full-time position from
a 0.80 position, The LAFCO Analyst and the LAFCO Clerk positions continue to
be staffed at a full time level. Other LAFCO staff, include the LAFCO Surveyor
which is staffed by the County Surveyor’s Office, and the LAFCO Counsel which
is staffed from the County Counsel’s Office and is available on contract to work
on LAFCO issues on an as needed basis. Ginny Millar, LAFCO’s long-time
Surveyor, retired in December 2007 and Jack Schepens is the position. In June
2008, the County Counsel’s Office reassigned the LAFCO Counsel replacing
Kathy Kretchmer, with Steve Mitra.

OTHER PROJECTS / STUDIES

Service Review and Sphere of Influence (SOI) Updates in the Northwest
Santa Clara County Area

LAFCO adopted the Northwest Santa Clara County Service Review and updated
the spheres of influence for the involved agencies in October 2007. The Report
covered ten cities including Campbell, Cupertino, Los Altos, Los Altos Hills, Los
Gatos, Monte Sereno, Mountain View, Palo Alto, Saratoga, Sunnyvale and nine
special districts including Cupertino Sanitary District, El Camino Hospital
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District, Midpeninsula Regional Open Space District, Rancho Rinconada
Recreation and Park District, Santa Clara Valley Transportation Authority,
Saratoga Cemetery District, West Bay Sanitary District and West Valley
Sanitation District.

A Technical Advisory Committee (TAC) was established to serve as a liaison
between LAFCO and the affected agencies, as well as to provide technical
expertise and guidance throughout the service review process. In addition to
LAFCO Commissioner John Howe and LAFCO staff, the members of TAC

include:

Representing the Santa Clara County/Cities Managers’ Association
Debra Figone, Town Manager, Town of Los Gatos

Representing the Santa Clara County Municipal Public Works Officers’

Association
Glenn Roberts, Public Works Director, City of Palo Alto

Representing the Santa Clara County Special Districts Association
Pete Siemens, Board Member, Midpeninsula Regional Open Space District

Representing the Santa Clara County Planning Officials Association
Steve Piasecki, Community Development Director, City of Cupertino

The final report provides an overview of each of the cities and special districts
and includes service review determinations and SOI recommendations and
findings required by state law. As part of the Service Review and Sphere of
Influence Update, LAFCO amended the SOI boundaries for the City of Palo Alto
and the Town of Los Altos Hills to move two unincorporated residential areas
(Altamont Circle and Moody Road) from Palo Alto’s SOI to Los Altos Hills” SOI
in order to provide for more appropriate future planning. The El Camino
Hospital’s SOI was amended to include all of Sunnyvale and Cupertino in order
to more accurately delineate the District’s service area. The West Valley
Sanitation District’s SOI was amended to include two areas that are currently
receiving District services and to also more accurately delineate the District’s
service area. A copy of this report is available on the LAFCO website.

Sphere of Influence (SOI) Updates for Fire Districts in Santa Clara County

In December 2007, LAFCO adopted Sphere of Influence Reports for the Los Altos
Hills County Fire District, the Santa Clara County Central Fire Protection
District, the Saratoga Fire Protection District, and the South Santa Clara County
Fire Protection District. In these reports, LAFCO reaffirmed the sphere of
influence boundary for each fire protection district and made the required sphere
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of influence determinations. These reports are also available on the LAFCO
website.

Sphere of Influence (SOI) Updates for Water and Resource Conservation
Districts in Santa Clara County

In December 2007, LAFCO adopted the Sphere of Influence Update for
Aldercroft Heights County Water District, Guadalupe-Coyote Resource
Conservation District, Loma Prieta Resource Conservation District, Purissima
Hills County Water District, and Santa Clara Valley Water District. As part of the
SOI Update, LAFCO amended the sphere of influence boundary for the
Purissima Hills County Water District to include three parcels that are already
receiving service from the District and made sphere of influence determinations
for these five districts.

In December 2007, LAFCO also adopted the Sphere of Influence Update for the
San Martin County Water District. As part of the SOI Update, LAFCO amended
the SOI for the District to include an additional 173 acres in order to address the
out-of-agency service already being provided by the District and made sphere of
influence determinations for the District.

Both reports are also available on the LAFCO website.

San Martin Incorporation

LAFCO received a petition and application for the incorporation of the Town of
San Martin in February 2007. Since that time, LAFCO has been heavily involved
in processing this complex application, including retaining Economic & Planning
Systems (EPS) to prepare the Comprehensive Fiscal Analysis and retaining
Michael Brandman Associates (MBA) to conduct the environmental analysis.

Comprehensive Fiscal Analysis (CFA) and Revenue Neutrality Activities

In August and September of 2007, the CFA Consultant and LAFCO staff
worked with the various governmental agencies and departments to collect
the necessary data to prepare the CFA. EPS then prepared an Administrative
Draft CFA which was reviewed by LAFCO staff, County staff, and the
incorporation proponents. Revenue neutrality negotiations were held
between December 2007 and March 2008 without reaching an agreement. The
Public Hearing Draft CFA was released for a 30-day public review and
comment period in March 2008. At the May 2008 LAFCO Hearing, LAFCO
accepted comments on the Draft CFA and directed staff to revise the CFA and
Plan for Services. LAFCO also directed Special Legal Counsel to review the
record and to provide a legal analysis at the June 2008 meeting. At the June
meeting, LAFCO staff presented revised tables which included new
information concerning election costs and repayment to the County of the
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transition year costs. LAFCO Special Legal Counsel provided their legal
analysis at the July 2008 meeting.

Environmental Review and Alternative Boundaries Activities

In November 2007, LAFCO released the Draft Initial Study and Proposed
Negative Declaration (Draft IS/ND) for public review. In December 2007,
LAFCO held a public hearing to accept comments on the document. At the
meeting, LAFCO staff also provided a report to the Commission on
alternative boundaries. In February 2008, LAFCO identified a preferred
alternative boundary for the proposed incorporation and directed staff to
revise the IS/ND, and to re-circulate the document for public review and
comment. In March 2008, LAFCO circulated the revised IS/ND for public
review and comment. In May 2008, LAFCO accepted comments and directed
LAFCO Special Legal Counsel to review the entire record and to advise
LAFCO at the June meeting. At the June 2008 LAFCO Public Hearing,
LAFCO directed staff to proceed with the Negative Declaration.

Special Legal Counsel Hired

In April 2008, County Counsel withdrew as LAFCO Counsel for the proposed
incorporation of the Town of San Martin due to a conflict of interest, because
the incorporation proponents and the County were unable to reach
agreement with regard to revenue neutrality and that as a result the
responsibility for imposing revenue neutrality terms and conditions now
shifts to LAFCO. In May 2008, LAFCO hired Best Best and Krieger to advise
and to represent LAFCO on the proposed incorporation.

Participation in CALAFCO Activities

CALAFCO Most Effective Commission Award 2007

LAFCO received the “Most Effective Commission Award” from CALAFCO
in September 2007 for the Commission’s adoption of Agricultural Mitigation
Policies and LAFCO's successful efforts to work with the County and the
various cities to annex unincorporated islands.

CALAFCO Executive Board Member

Commissioner Susan Vicklund Wilson, public member, is serving her third
term on the CALAFCO Executive Board and is currently the Vice Chair.
Commissioner Wilson also participates on the CALAFCO Legislative

Committee.

5
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CALAFCO Annual Conference (September 2007)

LAFCO staff and Commissioners Constant, Howe, and Wilson attended the
2007 CALAFCO Conference in Sacramento. Commissioner Wilson was a
moderator for the “CEQA Basics” Session and panelist for the “Sustaining
Agriculture: Exploring LAFCO'’s Role” session.

CALAFCO Staff Workshop (April 2008)

Santa Clara LAFCO hosted the 2008 CALAFCO Staff Workshop in San Jose.
Staff chaired the program and facilities planning committee, helped organize
various sessions and the mobile workshop, facilitated/ moderated some
sessions, prepared and published the program. The Workshop set an
attendance record for CALAFCO and received high marks from the
attendees.

CALAFCO University “LAFCO Clerking: Session for Solutions” (October 2007)

Emmanuel Abello, LAFCO Clerk, attended the course and taught a session on
“Clerking: The Big Picture.”

CALAFCO University “Agriculture and Open Space Mitigation” (July 2008)

LAFCO staff and Commissioner Constant attended the workshop conducted
by CALAFCO on “Agriculture and Open Space Mitigation Policies, Practices,
and Definitions.”

Other Miscellaneous Projects and Activities
Participation in the Santa Clara County Special Districts Association

LAFCO staff continues to attend the quarterly meetings of the Santa Clara
County Special Districts Association and provides an update to the
association on LAFCO activities that are of interest to special districts. At the
June 2008 Association Meeting, LAFCO staff provided an overview of the
process to seat special districts on LAFCO.

Participation on Martial Cottle Park Master Plan Technical Advisory Committee

In 2007, the Santa Clara County Parks Department began working on the
Martial Cottle Park Master Plan, a plan to preserve and create a 287 acre
public park which would educate the public about the agricultural heritage of
the Santa Clara Valley. LAFCO staff participates on the Technical Advisory
Committee which was formed to provide technical feedback to the CA State
Parks Department and the Santa Clara County Parks and Recreation
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Department throughout the planning process. The planning process is
expected to conclude at the end of 2009.

Coyote Valley Specific Plan (CVSP)

During the past year, LAFCO staff has been monitoring the Coyote Valley
Specific Plan, attending Task Force meetings and community workshops,
participating on the CVSP Technical Advisory Committee, providing written
comments where appropriate, This project was recently terminated by the
proponents. The City has compiled the multi-year work into a vision plan
entitled the “Coyote Valley Plan - A Vision for Sustainable Development.”

Attachment A: LAFCO Application Processing Activity Summary and
Maps Depicting Application Locations
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ITEM NO. 8

ATTACHMENT A
LAFCO APPLICATIONS
JULY 1, 2007 THROUGH JUNE 30, 2008
CITY ANNEXATIONS
CITY CONDUCTED ANNEXATIONS
Date Acreage

City Proposal Name Recorded Document # Approved
Gilroy Vickery Avenue Reorganization 05-01 07/18/07 19517294 10.68
City Total 10.68

Los Altos  West Loyola Annexation 10/18/07 19623318 90.00
Hills City Total 90.00
Los Gatos Blackberry Hill Road No. 5 02/22/08 19752686 1.98
East [.a Chiquita Avenue No. 1 02/22/08 19752684 0.65

Kennedy Road No. 16 02/22/08 19752685 0.62

Stephenie Lane No. 3 05/08/08 19846349 0.33
Topping Way No. 5 05/08/08 19846350 066

City Total 4.24

Morgan Santa Teresa No. 3 12/03/07 19669782 18.41
Hill City Total 18.41
Mountain  Grant Road Annexation 02/22/08 19723552 14.55
View City Total 14.55
San Jose  Burbank No. 39 04/08/08 19805741 0.11
McKee No. 129 09/11/07 19581571 0.82

McKee No. 134 06/27/08 19900951 1.33

Monterey Park No. 109 07/11/07 19502460 4.43

City Total 6.69

Total City Conducted Annexations

144.57 Acres

LAFCO CONDUCTED REORGANIZATIONS

San Jose 05/08/08 19846351
Riverside No. 52 Reorganization 14.72
Total LAFCO Conducted Reorganizations 14.72 Acres
ISLAND ANNEXATIONS
San Jose ~ San Jose Pocket #26: 03/11/08 19772183 1.14
. Penitencia Creek No. 76
San Jose Pocket #27: 03/11/08 19772180 6.93

Story Road No. 58
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LAFCO APPLICATIONS
JULY 1, 2007 THROUGH JUNE 30, 2008

Date Acreage
City Proposal Name Recorded  Document#  Approved
San Jose  San Jose Pocket #28: 03/11/08 19772182 0.74
Capitol No. 55
San Jose Pocket #29: 03/11/08 19772181 0.27
Capitol No. 56
San Jose Pocket #30: 01/28/08 19723549 3.50
McKinley No. 110
San Jose Pocket #31: 04/08/08 19805740 34.10
Evergreen No. 200
San Jose Pocket #32: 03/12/08 19773222 2.50
Evergreen No. 201
San Jose Pocket #33: 01/28/08 19723550 8.55
Hillview No. 73
San Jose Pocket #34: 01/28/08 19723547 3.49
Parker No. 25
San Jose Pocket #35: 01/28/08 19723548 0.53
Parker No. 26
Total Island Annexations 61.75 Acres
SPECIAL DISTRICT ANNEXATIONS
LAFCO Document #
Proposal Name Action Date Recorded Acreage
West  West Valley Sanitation District 04/16/07 19916048 29.78
Valley 2008-1 (Canon Drive) Protest 7/11/08
Sanitation Proceedings on
District 06/19/08
Cupertino Cupertino Santiary District 05/30/07 19502459 1.10
Sanitary Prospect Road No. 6 7/11/07
District
Total Special District Annexations 30.88 Acres
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LAFCO APPLICATIONS
JULY 1, 2007 THROUGH JUNE 30, 2008

URBAN SERVICE AREA AMENDMENTS (USA)
LAFCO Document #

Proposal Name Action Date Recorded Acreage
San Jose San Jose USA Amendment 2007 - 02/06/08 19846351
Riverside No. 52 5/08/08 3.20
Total USA Amendments 3.20 Acres

OUT OF AGENCY CONTRACT FOR SERVICE (OACS)

LAFCO Type of Acreage
Proposal Name Action Action
Los Altos OACS for Sewer Service to 10/03/07 Approved 4.58
Hills 10700 Mora Drive (Vaughn)
OACS for Sewer Service to 10/03/07 Denied -

10885 West Loyola (O'Keefte)
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LAFCO Application Activity: San Jose, FY 2007
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LAFCO Application Activity: Los Altos Hills/Los Gatos/Mountain View
West Valley and Cupertino Sanitary Districts, FY 2007
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LAFCO Application Activity: Morgan Hill/Gilroy, FY 2007
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Local Agency Formation Commission of Santa Clara County

LAFCO Meeting Date: October 1, 2008
TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: Legislative Update
Agenda ltem # 9

STAFF RECOMMENDATION

For Information Only
Bills signed into Law, Effective on January 1, 2009

AB 1263 (Caballero)

This bill, sponsored by CALAFCO, makes several changes to CKH:
e allows LAFCO to process islands created by county boundary changes
after 2000 under the island annexation provisions, and

e  clarifies that LAFCOs are authorized to establish a schedule of fees for
applications as well as establish a deposit schedule and charge "service
charges" against that deposit. Any mandatory time limits for
commission action may be deferred until the applicant pays the required

fee, service charge, or deposit.

The bill also makes non-substantive language clarifications to 56375.

AB 1998 (Silva)

This bill transfers responsibility for administering the financial disclosure
requirements contained in AB 745 from LAFCO to the Fair Political Practices
Committee (FPPC) and includes the AB 745 requirements in the Political Reform

Act.
AB 2484 (Caballero)

This bill adds a proposal for the provision of new or different services, or the
divestiture of the power to the definition of "change of organization", It requires

70 West Hedding Street » 11th Floor, East Wing » San Jose, CA 95110 (408) 299-5127 » (408) 295-1613 Fax « www.santaclara lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund-Wilson
ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbuill
EXECUTIVE OFFICER: Neelima Palacherla



that such a proposal be initiated only by the legislative body of that special
district and prohibits the commission from approving such proposals unless it
can be determined that the special district will have sufficient revenues to
provide the services.

AB 3047 (Committee on Local Government)

This is the annual CALAFCO Omnibus Bill that contains technical changes to the
CKH Act.

SB 1458 (Committee on Local Government)

This bill revises the County Service Area (CSA) law and makes conforming
changes to the CKH Act. This bill is the culmination of the work of the CSA
Rewrite Work Group, of which CALAFCO was a participant.

SB 1191 (Alquist)

This bill adds to the list of powers of a community services district (CSD), the
authority to own, operate and provide broadband services.

Bills Awaiting_ Governor’s Signature

SB 301 (Romero)

+ This bill eliminates the July 1, 2009 sunset created by AB 1602 on Vehicle License
- Fund (VLF) subventions for incorporations and inhabited annexations. VLF is a
major revenue source for the proposed Town of San Martin, Santa Clara LAFCO
sent a letter in support of the bill.

SB 375 (Steinberg)

This bill, is touted as “landmark legislation” for the implementation of AB 32
greenhouse gas reduction requirements that would link planning, land use,
transportation, housing and climate change. The following brief description of
the bill is an excerpt from a report to the CALAFCO Board prepared by the
CALAFCO Executive Director.

SB 375 links the Regional Transportation Plan (RTP) with the Regional Housing Needs
Assessment (RHNA) and CEQA. Its authors say it will increase community
sustainability, make it easier to develop within the urban footprints, links transportation
and housing, reduces greenhouse gases and carbon emissions, increases the likelihood
of affordable housing, and increases the quality of life by reducing congestion and
commutes.
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The bill does basically five things:

1. Directs the California Air Resources Board (CARB) to establish gas reduction
targets for each region of the state. Metropolitan Planning Agencies will then
prepare transportation and development plans that achieve those reductions (i.e.
blueprint and transportation plans).

2. Amends the Regional Transportation Plan and process to require regions design
a development pattern that reduces commutes, including the preparation of a
“Sustainable Communities Strategy” (SCS) or an “Alternative Planning Strategy”
if the SCS does not achieve the CARB targets for gas reductions. Future
transportation funding is linked to SCS.

3. Through the SCS, it reduces the urban footprint for growth and reduces traffic
congestion by reducing vehicle trips traveled. In theory it places the same
number of housing units in a smaller footprint.

4. Amends the Regional Housing Needs Assessment to align it with the RTP. They
will now run on the same 8-year cycle and will be tied together. Both the RTP
and RHNA must be internally consistent and achieve the housing, gas reduction
and energy conservation goals of the state.

5. Amends CEQA to reward projects (transportation projects for jurisdictions and
development projects for builders) that achieve these goals through limits on

CEQA review.

For LAFCo, the bill would require the sustainable communities strategies (SCS) to
consider the spheres of influence and boundaries that have been adopted by LAFCos for
their region. Under this bill the authority for local land use decisions remains with the
local jurisdiction. While there are incentives and strong encouragement for jurisdictions
to adhere to the SCS or the alternative it remains a voluntary approach. LAFCo review
of any proposals could potentially consider consistency with the SCS or alternative
under current law (§56668).

SB 375 offers LAFCos the opportunity to reflect on the future roles and responsibilities
of the commission. LAFCos have the unique opportunity to be an important player in
many decisions in two ways: 1) Since special districts are not affected by SB 375 - yet in
many cases their services and boundaries are integral to growth - LAFCo is the one
authority that can ensure district growth is consistent with the SCS or alternative; and 2)
while SB 375 leaves ultimate land use authority to local agencies, LAFCo can help assure
that proposals are consistent with the SCS and could deny proposals that do not
contribute to regional housing or GHG reduction goals. In other words, LAFCo could
continue to fulfill its role as the “legislature’s watchdog.”

On August 8, 2008, the CALAFCO Board took a support position on the bill.

Attached is a letter (Attachment A) from Orange County LAFCO opposing SB
375 that they requested be forwarded to LAFCOs.
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ITEMNO. 9
ATTACHMENT A

LOCAL AGENCY FORMATION COMMISSION

ORANGE COUNTY

Indne Ranch Water District

VICE CHAIR

September 12, 2008

SUBJECT: LAFCOs and SB 375

Generat Publc Dear Fellow LAFCO Commissioners:
Sy [ROTHERS I am writing you on behalf of the Orange County Local Agency Formation

Chy of Fountain Valley

Commission (LAFCO) regarding SB 375.

S Each of you represents a unique part of California and that diversity is our
ot strength. One size does not fit all or address the diversity of people and
D —— agencies that make up California. And you, as a locally elected
Sl R representative, truly know and understand how to best enhance the life of
the citizens you serve. However we believe that your ability to address
JOHN MOORLACH the needs of your neighbors is being undermined.
District
We believe that local control is being undermined by SB 375. The
AREETN DRSEER proponents of this bill have called it a “watershed moment”, “landmark
eiir=r legislation” and “the most important land use bill” in decades. The many
statewide organizations, including CALAFCO, who diligently worked to
sl amend the bill, tell us that it is better now than it was before. That may be
i true but it is still a problematic bill that erodes local authority.
AP SB 375 places local control in the hands of regional planning organizations
ATSY MARSHALL. . . s :
Bk and the California Atr Resources.Boarc-l (CARB), a single purpose
regulatory agency with no experience in land use planning or in
ALTERNATE addressing the myriad of issues that communities must face. CARB does
i not have the same depth of knowledge or understanding of local issues as
SemEiN an area’s locally elected representatives.
ALTERNATE .
EARLIEY RSO In summary, here is how SB 375 will change your decision making
bl authority. CARB now has the statewide authority to regulate greenhouse
gas emissions. SB 375 makes CARB the lead agency to decide how much
JOYGE CROBTHWAITE greenhouse gas must be reduced in each area. CARB will then tell the 17

Metropolitan Planning Organizations (MPOs) what those goals are and
each MPO must develop a transportation plan and land use plan, known
as a Sustainable Communities Strategy, to meet those goals. The

12 Civic Center Plaza, Room 235, Santa Ana, CA 92701
{714) 834-2556 » FAX (7 14) 834-2643
http.//www.oclafco.org



Sustainable Communities Strategy must direct “growth in the right
direction” and must be approved by CARB. CARB has the absolute,
unilateral authority to reject every Sustainable Communities Strategy even
if ALL the local agencies have agreed upon it.

While SB 375 does not technically require agencies to change their land
use plans to conform to the Sustainable Communities Strategy, it carries a
big stick. State and federal transportation monies would be funneled only
to those areas that change their land use plans to conform to the
Sustainable Communities Strategy. So you may not be “required” to
change your area’s development patterns but don’t count on getting
money to meet your transportation needs!

SB 375 is only the beginning. There is already discussion about additional
legislation next year to “implement” the provisions of SB 375. Some have
said this is a first step toward regional planning and ultimately regional
governance. Centralized land use control and governance should not be
supported.

What is most troubling is the haste with which SB 375 was approved. The
final version was not put into print until August 13, 2008 and was rushed
through the Legislature to meet the August 31 deadline. Eighteen (18)
days for a “landmark” piece of legislation with potentially far-reaching
consequences prevents the vast majority of Californians and even most
elected representatives from knowing the details and impacts of SB 375,
much less being able to voice their concerns.

There are two courses of immediate action you can take. First letters
requesting a veto of SB 375 should be sent to the Governor immediately.
Secondly, we urge you to contact the CALAFCO Board and ask that they
re-consider their recent support for SB 375 until there is a full
understanding of the consequences of this piece of legislation.

We look forward to working with in the future to support your ability to
enhance the unique character of your county and to meet the varied
challenges you face without the interference from a centralized control by
CARB or other state agencies.

Peter Herzog ; 7
Orange County LAFCO Commissioner



ITEM NoO. 12.1
Sept. 18, 2008

To the Commissioners of LAFCO

We, the Committee For Campbell Annexation (CFCA) of Modified Parcel 6-1. We have contacted 99 of the 167
residents in the modified map enclosed. As per the flyer attached 90.75% of these residents wish to be
annexed by The City of Campbell. The City of San Jose Council Members opposed our modification, as well as
the Planning Department of San Jose.

I suggest to you, LAFCO look into the attached flyer, (that we have dropped on all of the Yes voters doorstops
on Sept. 16) . The area that we are proposing to go to Campbell, uses Hurst as a boundary street. This is a
LOGICAL boundary line as explained on the flyer. The City of Campbell is responsive to our request, as per
Mayor Burrs' letter.

In the Initiation meeting of Aug 19, 2008, The San Jose Council voted to Initiate the proceedings as originally
proposed by the Planning Dept. At this meeting there was a No vote by Pete Constant, who said that it
should be looked at further. We sent Mr. Constant the complete petition with all the signatures after this

Aug. 19 meeting.

The proceedings are now moving forward with the Ordering meeting to be held on Sept. 23. Time is running
out, but we think we have a case that bears consideration by LAFCO.

We request that you look at this logical boundary that makes sense. Please do not ignore this request, just

because it would require more study and more meetings. It will require some strong recomendations from
LAFCO to redraw this boundary. We hope that you will recommend a change to the old boundaries that were

probably correct when drawn, but are now illogical.

Thanks for your attention to this matter.

Committee For Campbell Annexation
Jerry Bleeg, Chairman Paul Turner. Sec./Treas.

Attached: 5 Page Flyer



' Subject: Annexation by San Jose of County Pocket 6-1. Sept. 16,2008

This is an update of the petition to modify the @annexation of County Pocket 6-1. Our proposed boundaries
only include the area running East from Leigh Ave. to Hurst and South from Montemar to the back lots of
Dry Creek be annexed to the City of Campbell rather than to San Jose. (See map)

We appeared before the City Council of San Jose on August 19, 2008 and presented our case. They voted to
proceed with annexation as originally proposed. Their argument is that the Planning Dept. of San Jose feels
that the logical boundary between the two cities is Leigh Ave rather than Hurst. The petition area consists
of 167 residences and of the residents that we were able to contact, 90% want to go to The City of
Campbell. Our petition with signatures were presented to the Planning Department and LAFCO (who drew
the original boundaries) and Pierluigi Oliverio, who would be the Councilman. After our presentation, Mr.
Oliverio said that the City of San Jose would take good care of us and he dismissed the great preponderance
of residents in the petition that wish to go to the City of Campbell and said he had 2 e-mails that said they
wanted to be annexed by San Jose. We need to change his mind.

The street breakdown of the petition is as follows by each street.

Street Name Total Yes No Other *
McBain 31 14 2 15

Patio 33 17 3 13
Cabana 33 21 0 12
Campbell 24 23 0 1

Arroyo Seco 37 21 4 12
Leigh/Leigh AnnPl. 9 3 3 3

Totals 167 99 12 56

*The other consists of unable to contact or undecided. Many people will not answer the door. The
percentages of those who signed yes or no is 90.75% Yes to 9.25% No.

PLAN OF ACTION TO TAKE NOW:

There will be an Ordering meeting at the San Jose City Council Chambers to ORDER annexation to proceed
with the boundaries as originally proposed, on Sept. 23 at 7PM. Go to the meeting if you can,but SEND A
LETTER TO MR. OLIVERIO NOW WITH YOUR NAME AND SIGNATURE. {E-mails are too easily deleted)

The logical boundary is Hurst Ave. as shown on the map with Police patrolling both sides of Leigh.
Remember that San Jose, Ca. 95125 will still be your address. (San Jose has in the past annexed Campbell,
Morgan Hill Zip codes and the Post Office did not change to San Jose). Willow Glen is a district set up by the
Realtors and is closely related to 95125, but has no official designation . San Jose now collects a 5% tax on
All Utilities and Campbell does not have this tax or a separate transfer tax. We have approval for this small
area to be annexed by Campbell, a nice small city. Time is running out.

We have enclosed the letter from Mayor Donald Burr and a map of the proposed annexation. THE NEXT
ACTION IS UP TO YOU. LET YOUR CONCERN BE KNOWN TO MR OLIVERIO. WRITE AND MAIL TODAY.
Contacts:

Pierluigi Oliverio, City Council Member District 6,

City of San Jose

200 E. Santa Clara St. 3rd Floor

San Jose, Ca. 95113




.' In your letter state the obvious ....That Hurst is a more logical boundary than Leigh. Read Mayor Donald
Burr's letter and you will see why. State that undivided police patrol on Leigh Ave. is a benefit to both
cities. Also, that you like being in a smaller city without the problems of the big city. The property taxes will
not change, but if we go to San Jose we will be faced with a 5% tax on all utilities(water,electric, gas,
telephone) School districts will remain the same. There are smaller issues like Street Sweeping and Garbage
Containers. Contact any resident that was annexed by Campbell in 2006 and get their opinion. We do not
see any advantage of being annexed by San Jose and the City of Campbell supports our proposal.

WRITE YOUR LETTER NOW AND MAIL IT MR. OLIVERIO. We need to have the Council of San Jose study this
annexation further and not proceed with the ORDER at this time. As one of the San Jose council members
said "Are we going to take these people in to San Jose, Kicking and Screaming... Residences cost us more in
services than we receive in taxes and we are in a budget crisis in the City now." We have no guarantee that
logic will prevail, but give it your best effort, with a letter today. THANKS FOR YOUR ATTENTION. It is your
last chance to stop from being annexed by San Jose.

COMMITTEE FOR CAMPBELL ANNEXATION

Jerry Bleeg, Chairman Paul Turner, Sec./ Treas
1999 Campbell Ave. 1850 Cabana Dr.

San Jose , Ca. 95125 San Jose, Ca. 95125
408-377-4016 408-371-6542
Attachments:

Mayor Burrs' letter from the City of Campbell
Proposed Map of annexation to Campbell
City of San Jose Planning Department rejection letter
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CITY or CAMPBELL

August 5, 2008 Mayor’s Office

The Honorable Pieriuigi Oliverio
San Jose City Council

City of San Jose

200 East Santa Clara Street
San Jose, CA 95113

Re: County Pocket Annexation 6-1, Meridian No. 73
Dear Councilman Oliverio,

| am writing to express the position of the City of Campbell regarding the annexation of the C
“Meridi " oun
P I Meriion No. 73" (San Jose refers % K s £-1). | understznd that he Ciy of Sa
ose will be holding a public hearing on this matter on August 19, 2008 and | would i
letter be part of the record. uld request that this

The City of Campbell has received a petition supporting annexation to our city from eigh

’ - : rcent of
the residents of a portion of this pocket (east boundary: Hurst Avenue, west b:tagur:zla?re;r: Leigh
Avenue, north boundary: McBain Avenue and south boundary: rear property line of residences on
Dry Creek Road).

Campbell is supportive of the residents’ effort. To date, neither San Jose nor LAFCO have
expressed interest in adjusting the existing Sphere of Influence or Urban Service Area boundary
San Jose has previously cited a 1984 policy that focused more on deannexation issues. The City of
Campbell believes we should reexamine decades old policies that may not be appropriaté hanymore
and would like to see boundary adjustments that respect the wishes of the residents while still
maintaining logical borders (Hurst is already a border between our cities). Remember, we are not
talking about San Jose “giving up” land here, we are talking about where County pockets should be
incorporated.

I woufd ask that Sgn .-iose reconsider its position and not move forward with the annexation process
for this area at this time. Then we could collectively engage in discussions with the residents to
reach a mutually agreeable solution.

Thank you for your attention to this matter.

Sincerely,

1

Donald R. Burr
Mayor

cc: Campbell City Council
San Jose City Council
Debra Figone, San Jose City Manager
Joseph Horwedel, San Jose Planning, Building and Code Enforcement
Neelima Palacherla, LAFCO Executive Officer
Dan Rich, Campbell City Manager
Jackie Young, Principal Planner
Jerry Bleeg
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Zoning Map Symbols

R-1-2: Single Family Residence District, maximum of 2 units per acre, new lots minimum 20,000 square feet
R-1-5: Single Family Residence District, maximum of 5 units per acre, new lots minimum 8,000 square feet
R-1-8: Single Family Residence District, maximum of 8 units per acre, new lots minimum 5,445 square feet
R-2- Two-Family Residence District, 8 to 14.5 units per acre

R-M: Multiple Residence District, maximum of 25 units per acre

CO: Commercial Office District, low intensity office uses in or near residential areas
CP: Commercial Pedestrian District, pedestrian oriented retail/commercial uses
CN: Commercial Neighborhood District, neighborhood serving commercial uses

For additional information on allowed uses, densities, setbacks, or other zoning information, development
standards and use tables are available on the County Island Annexation Program website at:
http:!}www.sanjoseca_gov/planning/annex/ maps.asp

The full Zoning Ordinance is also available to download online at:
http://www.sanjoseca.govf planning/zoning/zoning.asp
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SANJOSE Department of Planning, Building and Code Enforcement

CAPITAL OF SILICON VALLEY JOSEPH HORWEDEL, DIRECTOR
—~ ~
June 30,2008
__.,-/
Jerry Bleeg

Committee for Campbell Annexation
1991 Campbell Avenue
San Jose, CA 95125

RE: Meridian No. 73. Reorganization/Annexation to the City of San Jose of an approximately 147
gross acre County island consisting of 455 parcels between Hamilton Avenue and Dry Creek
Road; West of Meridian Avenue and East of the City of Campbell boundary.

Dear Jerry Bleeg:

] am writing in response 1o your letter and petition dated June 20, 2008 to Campbell Mayor, Donald Burr,
opposing the City of San Jose’s proposed annexation of all or a portion of the subject unincorporated
pocket.

In order to create the most logical City boundaries, San Jose City staff intends to recommend that the San
Jose City Council approve the annexation of this county island in its entirety in accordance with the long-
established Sphere of Influence and Urban Service Area boundaries. In staff’s analysis, Leigh Avenue is
the most logical boundary between the City of San Jose and the City of Campbell. It is preferable to align
city boundaries with more prominent streets rather than with internal neighborhood streets, in order to
minimize confusion for the various agencies responsible for providing urban services (including
emergency response) to the area. '

We do not support the suggested use of Hurst Avenue as the boundary as it would necessitate time-
consuming and costly changes to the Urban Service Areas and Spheres of Influence of both San Jose and
Campbell and lead to inefficiencies in the delivery of city services. A boundary along Hurst Avenue
would also unnecessarily result in a further split of your neighborhood into two separate jurisdictions.

As you have been previously notified, the annexation of this area will be considered at a public hearing
before the San Jose City Council on Tuesday, August 19, 2008 (Initiation) at 1:30 p.m. and Tuesday,
September 23, 2008 (Ordering) at 7:00 p.m. The hearings will take place at the San Jose City Council
Chambers, 200 East Santa Clara Street, San Jose, CA 95133-1905. Thank you for interest and please
contact Richard Buikema of my staff should you have further questions at 408-535-7835.

Horwedel, Director
Planning, Building and Code Enforcement

cc: Pierluigi Oliverio, Councilmember, City of San Jose
Dan Rich, City Manager, City of Campbell

200 East Santa Clara Street, 3rd Floor Tower, San José, CA 95113 tel (408) 535-7800 fax (408) 292-6055
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An Important Legislative Year

Six Bills Already Signed by Governor
By Bill Chiat, CALAFCO Executive Director and Legislative Chair

2008 has been a successful legislative year for
CALAFCO. To date six of the eight bills
sponsored or supported by CALAFCO havwe
passed the legislature and were signed by the
Governor. Another bill-EB 301-has passed
and awaits action by the Governor. The final
bill of interest to LAFCos—SB 375—remains
in the legislative process.

CALAFCO also opposed sev-
eral bills and was successful in
working wth sponsors to find
alternate sclutions and prewvent
the bills from mowving out of
committee. Among the bills
were ones that would change
the composition of a LAFCo,
2 allow fire protection districts to
independertly negotiate prop-
erty tax exchange agreements,
altering the CKH requirements
for change of service for a spe-
cific district, and alter the defi-
nition of an island created by a
city annexation or incorpora-
tion. Here’s a summary of
CALAFCO legislation and the
effect on LAFCos.

Signed by Governor
Laws take effect | January 2009

AB 1263 (Caballero). This law
makes changes to CKH that were requested
by LAFCos. Most imporzantly it clarifies that
LAFCos are authorized to establish both a
schedule of fees for applications and a de-
posit schedule and charge "service charges”
against that deposit. Several LAFCos have
been challenged on their authority to charge
processing fees and/or actual costs. This bill
also authorizes LAFCo to process islands
created by county boundary changes under
the island annexation prowisions of CKH.
The bill also makes non-substantive lan uage
clarifications to §56375 which identify the
powers of a LAFCo.

AB 1998 (Silva). This law moves the re-
sponsibility for the LAFCo financial disclo-

IS

sure requirements from LAFCo to the Fair
Political Practices Commission. More sub-
stantially it places that financial disclosure
language in the Political Reform Act. While
LAFCos walue the firancial re?orting re-
quirements, they benefit significantly by
eliminating the workload of reviewing and
processing the disclosure forms and enforc-
ing the requirements. These tasks are now in
the hands of the FFPPC.

AB 2484 (Caballero). This law clarifies and
improves the process for special districts to
add or remove powers. _t includes within the
definition of "change of organization" a pro-
posal for the exercise of new or different
functions or classes of services, or the dives-
titure of the power to orowde functions or
classes of services, within all or part of the
jurisdictional boundaries of a special district.
In addition the law requires a special district
to include in its proposal a plan for financing
the service and prohibits the approwval of
proposals where LAFCo determines that the
district will not have sufficient revenues to
carry out the proposed services. The law
requires LAFCo to take the same actions for
a proposal for a new or different function or
class of services, or a divestiture of a power
with regard to written protests as it does for
an annexation or formation.

AB 3047 (Assembly Local Gowernment
Committee). This is the CALAFCO Omni-
bus Bill which makes non-substantive
changes to CKH as requested by member
LAFCos. Several of the components have
substantial benefit to LAFCos, including the
elimination of the requirement for duplicate
mailings to registered wcters and landowners,
making several changes to number of days
for actions to occur so there is consistency
throughout the Act.

SB 1458 (Senate Local Government Com-
mittee). This lawr makes significant improwe-
ments to the 1950s-era County Service Area
lawr. The formation and powers of CGAs
have long been a problam for LAFCos and
the community. This law makes the forma-

Continued on back cover
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&) 2007-08 Activities

To the Members:

The CALAFCO Board of Directors
is proud to report that the
Association has accomplished
much in the past year towards
achieving its strategic objectives.
This included improving its finan-
cial management policies and
procedures, education services,
legislative services, and admin-
istrative services, while ending
the year on solid financial
ground.

Our accomplishments would not
have been possible without the
strong leadership of  our
Executive Director, Bill Chiat, the
efforts of LAFCo executive
officers and staff, and the
support of Associate Members.
In particular the Board thanks
the many volunteer LAFCo staff
who have stepped forward to
host events, serve as speakers
and on planning committees,
and serve as CALAFCO staff
officers. Thank You 1o the
Commissions that have
supported their staff as they
have served in educational and
advocacy roles for all LAFCos.

FINANCIAL MANAGEMENT

The Board adopted a series of
financial management policies
that were put into operation this
year. That includes placing all
CALAFCO financial records and
accounting into Quickbooks and
establishing clear protocols for
managing and reporting
financials. The quarterly financial
reports to the Board have been
improved and provide a much
clearer picture of the financial
resources. CALAFCO has
continued to submit timely filings
to  maintain  its  b01(c)(3)
classification with state and
federal regulatory agencies.

Significant additions were made
to the Association's fund reserve
this year which will help support
member services N uncertain
economic times and avoid the
need to tap members for
additional funds. These resulted
from financially  successful

conferences and prudent man-
agement of the Association's
resources. Several uncertainties
exist in 2008-09 with the need
to move the CALAFCO office, but
the Executive Director is working
closely with our current landlord
to manage costs. The Board has
created a prudent reserve of
approximately 34% ($78,345) of
the annual operations budget
outside of the conference and
workshops. The Association has
qualified and opened an account
with the Local Adency
Investment Fund (LAIF) and has
significantly increased interest
income.

EDUCATIONAL SERVICES

Staff Workshop and Annual
Conference

CALAFCO continued its tradition
of quality, educational programs
with organizing and carrying out
the Staff Workshop in San Jose
in April and planning the annual
conference in Los Angeles.
These important events would
not be possible without the
outstanding efforts of the
volunteer staff and commis-
sioners from the host com-
mittees. Thank you to Los
Angeles LAFCo for hosting the
2008 conference and Santa
Clara LAFCo for hosting the
2008 workshop.

CALAFCO University

Four new CALAFCO U courses
were offered this past year with
over 125 participants. Courses
included the Workshop for
Clerks, Water Determinations,
Delta Decisions, and Agriculture
and Open Space Policies and
Mitigation. For members unable
to attend the courses, materials
for most classes are available on
the website. These courses
were attended by both
commission staff and associate
members and provided
important information and
opportunities for dialogue on
critical LAFCo issues.

AICP Credit

For the certified planners,

CALAFCO has been accredited
as a provider of continuing
education credits for the
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American Institute of Certified
Planners. Planners may now
earn credit towards their
professional certification through
most CALAFCO courses, work-
shops and conferences.

Website

Additions were made to the
website, including expansion of
educational and resource
materials and increased use by
members  for posting job
announcements and proposal
requests. Two new pages include
the Special District Resource
page and the LAFCo Court
Decisions and Attorney General
Opinion page. Our website is
well-used; we average 6,600
visits per week.

CALAFCO continues to maintain
list-serves for staff and counsel
which fosters the sharing of
information and resources. In
addition CALAFCO maintains an
up-to-the-minute legislative post-
ing in the members section of
the website.

Publications
Published the quarterly journal,

The Sphere, now with a
circulation of OVer 800.
Published the annual
Membership  Directory  with

regular updates of the on-line
version. CALAFCO also began
distributing the annual update of
Cortese-Knox-Hertzberg Act, at a
reduced cost, on behalf of
Assembly Publications at the
request of Association members.

LEGISLATIVE SERVICES

Legislative Policy and
Committee

For the first time in over a dozen
years the CALAFCO Board
thoroughly reviewed and
adopted a new set of Legislative
Policies to guide the Association.
The policies were developed with
the input of the Legislative
Committee and  Association
members. It provided a
foundation to pursue specific
legislative initiatives to clarify
LAFCo authority on a number of
issues raised by Association

The Snhere
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members, and to respond to
issues that emerged during the
year at the Legislature and State
regulatory agencies. The Board
also established a formal
Legislative Committee that met
regularly throughout the session
to propose and review legislation
which affects LAFCos.

The positive results of the
Committee's efforts in producing
new legislation and avoiding bad
legislation would have been
impossible without the strong
leadership of Bill Chiat as the
Committee Chair and his rep-
resentation of CALAFCO as an
important stakeholder in the
legislative Process. The
volunteer efforts of LAFCo staff,
counsel and board members
have been critical to providing
recommendations to the Board
on legislative issues and in
suppotting Bill's efforts in the
legislative process.

Legislative Agenda
CALAFCO had a broad legislative
agenda, sponsoring or

suppotting eight bills. Please
see the separate summary of
2007-08 legislation. In addition,
CALAFCO worked to keep several
bills that would have adversely
affected LAFCo from being
heard. Most CALAFCO bills
ehjoyed bipartisan support.

Legislature Education

Due to our efforts to help solve
problems and resolve issues
constructively, CALAFCO contin-
ues to be a soughtafter
resource to legislative commit-
tees, members and staff. Those
activities  included  CALAFCO
representatives on the County
Service Area rewrite work group
and the stakeholders who
crafted SB 375. We expect that
there will be significant legis-
lative activity this year as a
follow up to SB 375 that will
demand CALAFCO's continuing
attention.

ADMINISTRATIVE SERVICES

Administrative Support for
CALAFCO and Events

The Association retained admin-
istrative support services which
now allows it 1o provide
centralized event registration,
dues payments and all other
financial activities. This removes
a huge burden from volunteer
LAFCo staff who are hosting a
conference of workshop, and
eliminates confusion on where
to send registrations or dues.
CALAFCO has partnered with
CSAC to acquire an event
registration system which
creates a single database for
CALAFCO members and
eliminates the need to start from
scratch for each event. CALAFCO
is how able to invoice directly for
member dues, which again
eliminates a significant time
burden from the volunteer staff.

Sincerely,
CALAFCO Board of Directors



AMADOR
Amador
LAFCo has
completed  a
county-wide
Murnicipal
Service Rewiew

(MSR) with in

of water, wastewater and fire services, as well as
anal}ms of all other services. An aggressive sphere
teview program will keep the Commission busy
through the beginning of 2009, with adoption of an
orginal sphere of influence for many agencies. The
MSR is already generating discussions about friendly
reorganizations and willing dissolutions of same
agencies. The MSR requirements are challenging for
maost rural small counties. Amador LAFCeo was akle to
fadlitate a voluntary cooperative funding effort among
the cties, the Amador Water Agency, the County to
get this big job done.

NAPA

LAFCo of Napa County is pleased to announce the
hiring of Brendon Freeman as the agency’s new
analyst. Brenden was raised in MNapa and recently
graduated from the University of California at Dawvis
with a degree in economics. DBrendon will be
responsible for helping to prepare the agency’s second
round of municipal service reviews along with
overseeing the mmplementation of an  electronic
document management system.

Napa’s Approach to Municipal Service Reviews
and Sphere of influence Updates

In October 2001, LAFCo of Napa County adepted a
study schedule to prepare its first round of municipal
service reviews (MSR) and sphere of influence (SOI)
updates for all local agencies under its junsdiction by
Jarmary 2006 The inaugural study schedule was
ambitious in design to include both agency-specafic and
service- spec:lflc MSRs with the goal of analyzng local
agencies in the context of several studies. The adoption
of the naugural study schedule also coincded with
LAFCc’s establishing a full time analyst position to
prepate the majority of the reports in-house.

Almost seven years and three analysts later, LAFCo is
inching closer to completing its inaugnral study schedule
with only SOl updates for two cemetery districts
remaining. Several important lessons have been learned
in the course of preparing this first round of MSRs and
SOl updates — most of which are positive with the
exception of a few agonizing missteps along the way. In
terms of posmves as intended, LAFCo has measumably
mmproved its decsion-making by dewveloping a better

Around the State

understandlng of the level and range of governmental
services m the region and in relationship to local
condifions and needs. LAFCo has also leveraged the
process to address other impottant issues, including
educatlng cities and special districts of the Comm1331on 5
role in approving cut-of-agency agreements mnvolving
new and extended services. Finally, the process has
enhanced local govemance, patticulardly for many of the
small special districts that benefit from LAFCS’s third-
party analysis of their services and structures.

As for challenges, LAFCo certainly underestimated the
amount of time needed to collect and analyze
information necessary to prepare the first round of
MSRs, often resulting in stale mformation being
presented in the reports. LAFCo also did not adequately
focus the MSRs to consider the relationship between the
state’s housing allocation process with land and use and
service  planning. Further, LAFCo missed an
cppottunity to incorporate terms and conditions into the
SOl updates to help guide future annexation proposals.

Drawing on lessons leamed, LAFCo recently adopted a
new study schedule to prepare a second round of MSRs
and SOI updates over the next five years. Markedly, the
second round will mnclude the preparation of mostly
agency-specific MSRs allowing LAFCo to concentrate
on the breadth of services prowided by each agency as
patt of a single report. The second round of MSRs will
focus more on the influence of the State’s housing
allocation process on land use and service planning
issues as well as address the increasing role of non-public
contractors providing key local govemmental services,
such as garbage collection and public transportation.

LAFCS’s decision to prepare a second round of MSRs
and SOl updates reflects its belief the process of re-
viewing and re-reviewing local services and agencies has
value. LAFCo is also fortunate that its funding agencies
see the walue in this process, at least as measured by
supporting the Commission’s dedsion to continue to
fund a fullime analyst position.  Time will tell how
effective LAFCo has been in prepanng and using MSRs
and SOl updates to coordinate logical growth and
development, but it is certainly off to a good start.

Submitted by Keene Stmonds Napa LAFCo Executive
Officer

ORANGE
Hey, ifs summer in the OC and despite the onteide

draw of near perfect weather, white sand beaches and
endless waves, the OCLAFCO staff have been hard at
wotk inside their offices crafting a new strategic plan
for FY 2008-2009. We would like to share three of
the plan’s key projects we will be focusing on during

the next twelve months:

The Sphere




TRACKS

{1) MSRs = A “Best Practices” Approach te the
Municipal Service Review Process

I know, I know. Not another approach to MSEsl T
be brief. OCLAFCO will be working on a plan that
looks at the interdependent relationships between
agencies providing similar services. We will be using
MSEs to highlisht indrridual agency “best practices™
and hopefully develop some standardized
“benchmarks™ for evaluating services countywide and
possibly statewide ¥ ou can chart our progress on our
MSE. webpage that should be up in the next few
months on OQCLAFCO s website (www. oclafco.org).

{2} Islands = New Tools to Successfully Annex
Remaining Islands

QCLAFCO has developed one of the most successul
island annexation programs statewide. (As you know,
modesty has never been an OCLAFCO strength))
Crrer the last five years, 35 small islands have been
annexed to adjacent cities. These residents are now
enjoying a higher level of municipal services and the
other benefits of living within a city.

The remaining 35 islands in OC present some unique
challenges, but we have recenty increased our
“arsenal” of tools to further encourage cities to
consider 1sland annexations.  Our Commission’s
Islands Incentive Program (which is being offered for
two years) includes waiving application fees, LAFCo
staft preparation of all application materials, fast track-
ing of island applications, staff-sponsored workshops,
and funding of fiscal analyses for targeted islands.

{3) County Boundaries = Who's Watching the
Borders?

Historically, the northwest boundary between Orange
and Los Angeles counties was determined by the
natura course of the Coyote Creek. On the west side
of the creek was Los Angeles County; on the east side,
Crange County.  Over

the last 100 years or so, | ,{)Aif B |
the course of the river :

was dramatically altered F?sﬁ!ni\gﬂes County
due  to  encroaching —TNJ\\. =
urbanization and flood ; !
control  improvements. J|
Unfortunatdy, Corres- 3

ponding county boundary D]
adjustments were not W

made to reflect the
changed course of the
river. This has resulted in
parts of neighborhoods
within several cities split
by  outdated  county
boundaries. In some
cases, there are portions of Orange County cities
actially located in Los Angeles County. (At least these
folks are well represented — they have a city council,
the OC Board of Supervisors and the LA Board of
Supervisors to complain tol)

The Sphere
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QCLAFCO staff recently completed a Cowpely Boswdary
Eeporr which 1identifies potential boundary issues
between the two counties. Although LAFCos have no
authority to change county boundarnes (this 1s done by
joint action of the respective boards of supermsors),
someone had to step up and identify the issue (I told
you OCLAFCO is not shy.) The report was presented
by LAFC o staff to the OC Board of Supervisors and
hopefully will be presented to the LA County Board in
the near future If we get the go-ahead, OCLAFCO
will play a facilitating role in getting the affected cities
and counties to amend the county boundary line to
match current conditions. Fespective city annezations
and detachments would occur subsequently.

Rossmoor Incorporation News

A final update — On May 22, 2008, Orange LAFCo
approved the incorporation of Rossmoor, a residential
community of about 10,500 residents sandwiched
between the cities of Seal Beach and Los Alamitos.
With annexation to ether city a long-shot (that’s
another story for a future column), and the County
desirous of getting out of the municipal service
delivery business, Fossmoor’s longterm governance
options are limited. To proactively address the issue,
the Fossmoor Community Services Diistrict filed an
application for incorporation. The kicker? Rossmoor
13 all residential with the exception of a single
shopping center anchored by two small restaurants
and a Blockbuster video rental store

To make up for the lack of sales tax revenue, the
applicant has proposed a utility user tax (UUT) for
Rossmoor residents on three utlites natiral gas,
dectricity, and water. Both the incorporation measure
and two dternative utlity user tax options (7% and
9%) will be on the WNovember 4, 2008 ballot The
incorporation measure and at least one of the utlity
user tax measures must pass for the incorporation to
be successful.  To our knowledpe, this 1s the first
incorporation in the state that would require a UUT to
be approved concurrently with incorporation. Will the
Rossmoor residents support incorporation?  “What
abouta UUT? Stay mned.

Submitted by Bob Aidrich Orange LAFCo

SANDIEGO

LAFCo’s Role within California’s Diminishing
Water Supply Landscape

The San Diego region imports the majority of its
domestic water from the Metropolitan Water Diistrict
of Southern California. Since 1991, the San Diego
region has reduced its dependence on imported water
from 95% to 76%; however, the Colorado River basin
has been experiencing increasing drought conditions
for the last 8 years, and the San Diego region has
experienced ifs driest two-year weather peniod since
record keeping began in 1801 In June 2008, the
Governor 1ssued Executive Crder 5-06-08 dedlaring a
statewide drought, which directed state agencies and




TRACKS

departments to  take
immediate  action  to
address the Sercus
drought conditions and
water delivery reductions
in Califorma.
Accordingly, the San
Diege LAFCo has made
it a priotity as to whether
adequate  regional
water supply exists to support anticipated water needs
in proposed annexation areas.

Govermor Schwarzenegger
Dechres Statewide Drought in
June, 2008 an

Due to the worsening drought conditions affecting the
State, the Metropolitan Water District of Southemn
California has begun withdrawing water from storage
to meet its current-year demands. This situation has
caused the San Diego County Water Authority to
activate Stage 1 of its Drought Management Plan
which mitiates actions and programs to address water
supply limitations due to drought or other conditions.
Stage 1 involves voluntary supply management and
has directly impacted the agricultural producers in San
Diege County who receive discounted water rates in
exchange for participation in the voluntary water
restriciion program. Local agricultural producers have
experienced 30% mandatory reductions to their water
supply and some growers are stumping avocado trees
and pulling cut citrus trees due to water shortages.

As the timing of a junsdictional change proposal is
directly related to the ability of the annexing enfity to
provide needed public services, San Diego LAFCo has
responded to these drought conditions by requining
jurisdictional change proposals to submit updated
water availability letters and additional water supply
information from the providing agencies.

Acquinng this service-related information eatly on in
the proposal analysis process allows for specific
acknowledgement of any supply-related deficiencies
that may delay the proposal’s ability to be heard by the
Commission. In addition, the San Diege LAFCo has
recogrized the importance of the availability of sewer
treatment capacit}r to serve proposal areas.

By implementing supplemental disclosure
requirements in regards to water supply, avaiable
sewer treatment capacity, and the ahility to provide
timely sewer service, the San Diego
LAFCo  has  placed  greater

emphasis on the conditon and _i
adequacy of reg.onal mfrastructure -
systems. [t 1s hoped that the =
mcreased scrutlny devoted to this - \
matter will result in more mformed ey
LAFCo decisions. “:;cmé
Submitted by Robert Barry San Diego
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SANTA BARBARA

Controversy in Santa Barbara County

Santa Barbara LAFCo found itself embroilded m a contre-
versy n the last few months that generated significant
pubhc nterest and strong fee]mﬁl: cme of the underying

1ssues may be relevant to other

Does a CSD Preserve or Damage Agriculture?

Fotty years ago the “Lakewview Estates™ subdivision was
created by its owner without eliance on the Subdivision
Map Act. The 1,590 acre subdivision is comprised of 39
parcels each of wl'uch 15 40 acres in size. The terrain is
steep. The nearest county-mamtained road is one-third
mile away wia a recorded easement across a neighbor’s

property.
The tract is part of the Santa Rita Hills that has been
shown to be an excellent wine growing reglon writh award

winning pinot noir grapes and other vareties bemg cult-
vated, as well as commercial lavender and cattle grazmg,

Located about eight miles from the City of Lampoc, the
subdivision was formed in anficipation of the construction
of a dam that would form a lake on the Santa Ynez River
the dam was never built yet the name of the subdivision

remains.

The mimercus cwmers have been unsuccessful in trymg to
organize themselves to povately fund and maintain an
adequate road system to allow year-tound access to their
parcels. Due to the lack of dependabile access, the County
Fire Department imposed a momatorium on permits for
structures such as homes and bams.

During patt of the year the owners carmot access their
land to feed and care for their livestock or crops and
vineyards. Due to the moratomum on  structures,
landowmers are only able to construct 12° by 15 sheds, too
small to house needed equipment to service their 40 acres.

Since the Board of Supervisors does not want to become
mwvolved creating and operating a Countygoverned
district, a petition to create a Commurity Services District
to construct and mantain roads and possibly underground
electrical utilites was submitted to the Commission

Oppeonents, inclidng the Santa Barbara Citizens Action
Netwaork, argued that forming the CSD will lead to “urban
sprawl” by allowing patcels owners to construct homes
and lead to the nunation of the area. Proponents concede
some homes might result from better access, either
pomary homes or caretaker dwellings, but contend that
adequate roads are essential for agnculture to be
successful. And they note any to allowr smaller lots
will requite a General Plan Amendment and rezoning,
actions that no one has been suggesting,

LAFCo found itself in a difficult position, with strong
views on all sides of the issue, so you can probably
appreciate the news headline the day after the Commission
approved the formation, which read “Ag Land: Preserved
or Doomed. Santa Rita Hills Service District Approved.”

Submitted by Cathy Schbttmanyy, Chatr and Bob Braitvom,
Exeentive Officer, Santa Barbara LAFCo
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California Supreme Court

SUPREME COURT
STRIKES DOWN OPEN
SPACE ASSESSMENT
UNDER PROP. 218

By Michael G. Colantuono

On July 14, 2008, the California Supreme Court
decided its first substantive case under the assessment
provisions ot 1996°s Prop. 218, “The Taxpayers Right
to Vote Act.” In doimng so, it struck down an open-
space assessment on  the ground it did not
demonstrate special benefit to the assessed property
etther as required by Propositien 218 or Proposition
13 and because the amounts assessed were not
ptopotﬂonal to the spec1a1 benefits conferred. The
unanimous decision written by the Court’s most
conservative member, Justice Chin, sets out a new,
more demanding standard of judicial review of local
government assessment decisions and has significant
implications for assessment financmg in California.

The case i1s Szheon Valley Taxpayers
Association v. Santa Clara County
Open  Space  Authority. The
Authonty imposed an assessment
to tund future, regional, open-
space acquisittons which applied
throughout the District (which
has a populatien of 1.2 million)
and was $20 per vear for all
sigle-family residential parcels.
Because the acquisitons were
prospective and the Authonty did
not want to reveal to landowners
exactly how much it might pay for
a given site, the engineer had an unusual task m
demonstrating special benefit to pavate property from
unspecified, future acquisiions and calculating the
proportionate  benefit  from  such  acquisitons
attonbuted to each property. The San Jose Court of
Appeal found, over a lengthy dissent by a well-
respected, moderately conservative Justice, that open
space acquisiions sufficiently benefited property to
justify assessment and that the spread of benefit was
propetly determined.

Thus case was the Califorma Supreme Court’s first
opportunity to consider the assessment provisions of
Proposition 218 smce glancing reference in the
Richmond case 1 2004 which held that water
connection charges were not assessments and a 2001
decision that the Ventura Harbor District could not
umpose assessments to pay off a judgment lien because

doing so did not benefit property.
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Implications of the Case

So, what does the case mean in practical terms? A full
answer to that question will develop as lower courts
apply the case, but we offer a few initial observations:
First, open space assessments, regional park
assessments and other assessments that provide broad
and diffuse benefit to a large area and that benefit all
members of socety — tenants, landowners and visitors
alike — have always been difficult to jusufy as
conferring special benefit sufficient to be assessments
and not special taxes (for which %3-voter approval is
required). This case makes that burden harder sull.
Thus, great care will now be required in drafting
engmeer s teports for such assessments and legal
review of those reports is essential. For some
programs of thus type, local governments may wish to
consider special taxes, general taxes (which require
majority voter apptoval) or non-property-related fees
such as inspection and service fees (which do not
require voter or property-owner approval but generally
do not rase the substantial sums need for capital
IMprovements).

Second, the newly heighten standard of judicial review
means that care must be taken to prepare a solid
engineer’s report and a good record to support the
decision that a program confers
special benefit and the assessment
1s apportioned among properties in
propertion to that benefit. Scme
general benelit will exist with
virtually every assessment regime,
and that general benefit must be
accounted for and funded from
nor-assessment revenues.

Third, the ptopottlonahty
requirement remains poetly
detined. This case simply tells us
that the engmeer s report i issue
did net attempt an analysis that 1s now required, but
we are told little about what that analysis must be.
Some level of judicial deference on proportionality
judgments may be inevitable, notwithstanding the
heightened standard stated m this case because line-
drawing exercises are, by their nature, arbitrary at the
margin. Whether a given class of property should bear
20% of the benefit and cost of a program or 22% 1s
not a question that lends itsell to a black-and-white
answer; a discretionary judgment is required. If local
governments exercise that discretion responsibly and
develop good recerds to support those judgments,
courts will likely uphold them.

Michael G. Colantucno is a partner at Colantuono & Levin, P.C,
counsel for several LAFCos, and a CALARCO Gold Associate Member.

Visit www. calafco. org/Court_Decisions for complete
information and links to decisions on court cases and Attormey
General decisions which affec LARCos.



PHILISTINE RETREATS,
WATER GETS CHEAPER

By Pat McCormick, Executive Officer, Santa Cruz LAFCo

The Setting

In the August 2007 Sphere
article utled “Dawid vs. Goliath in
the Redwoods™ 1 described a fight
by a group of water customers
(“David”) in the community of
Felten te transfer the ownership
and operation of the local water
system from a large private water
company (“Goliath”) to a
county water district. In this
edition, 1 report on the
conclusion of that battle.

Felton 15 one of a sertes of small
unincorporated communities
along the San Lorenzo River
Valley north of Santa Cruz. The
water system i Felton, which
has been owned and operated
smce 2001 by the Califorma-
Amencan  Water  Company,
contamns about 1300 water con-
nections serving 3400 people.

The Story

The story started in 1965 when
the fledgling San Lorenzo Valley
Water District (SLVWL)
decided that the valley’s series of
small funky water systems
should be fixed wup and
interconnected. Felton and
several of the other valley towns
were served by separate systems.
The SLVWD prepared to sell
bonds to purchase the systems
mncluding using eminent domain
to acquire the systems owned by
the Citizens Water Company.
The majorty of the people in
Felton liked their small water
company and feared that the
water district’s  plans  would
result mn costly water. So, by
mutual consensus, Felton was
left cut of the distrct boundary
and the assessment. Using
eminent domain, the district
completed the public acquisition
of the other systems.

Thus began a 40+  vyear
experiment to compare whether
a puovate or public opertor
provided better costeffective

water service in the San Lorenzo
Valley. The hilly service areas,
the water sources, and the
mfrastructure needs were simular
m Felton and the other valley
commumties. This as close to a
petfect “apples to apples”
comparison as could be designed
outside of a test tube.

In 1985, when LAFCo drew the
first water agency spheres of
mfluence in the San Lorenzo
Valley, it excluded Felton from
any public agency’s sphere.
LAFCo was protecting the turf
of the Citizens Water Company.
The Felton system was sold to a
large American water corpor-
ation 1 2001, and sold the next
year to a larger European
corporation. The new owners
proceeded to make a semes of
operational changes and filed for
large rate hikes with the
California Public Utlittes Com-
misston (PUC).  The residents
organized to contest the rate
hikes and the lack of any local
control over the water system.
They were confounded why
water service m Felton should
cost a lot more than the four
other communities in the valley
that had virtually the same water
sources and service geography.

A group of Feltomans slung into
action, organized a non-profit,
and lobbied the county and
water district to help argue their
position with the PUC. The
water company’s position was
that the Felton system wasn’t for
sale, and that they would con-
tinue to file for rate mcreases as
permitted under the PUC’s rules.

After not bemg able to get a
sympathetic ear with the PUC,
the Feltonians convinced
LAFCe to amend the water
district’s  sphere to  include
Felton, and convinced the Board
of Supervisors to call an election
on an assessment to buy the

Felton water system and convey
it to the SLVWD for operation.
Their theory was that with public
ownership of the system, their
property tax bills would go up
and their water hills would go
down. They expected their total
water costs would eventually be
lower under public ownership.

In 2005 the Felton property
owners passed a Mello-Roos
assessmnent te authorize up to
$11,000,000 in bends to cover
the acquisition process and pur-
chase price. The projected maxi-
mum cost to a typical home-
owner was $696 pet year for 30
vears. The first $1 million in
bonds were sold, and the water
district hired special counsel to
proceed with acquisition process,
which resulted in the district
filing an  emment domain
petition in Superior Coutt.

As a result of mediation, the
California-American Water
Company and the SLVWD came
to a transfer apreement one
working day before the jury tral
was to  begin  to set the
acquisition price.

On July 26, 2008, the Felton
community held a celebration
party. The transfer is scheduled
to be completed in August 2008
at which time the SLYVWD =l
begin  operating the Felton
systerm.

In calculations done by the
Felton customers’ group, the
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total bi-monthly  water cost
(water bill + acquisiion assess-
ment}) for a typical residential
customer in Felton will drop
from $177 under the Califomia-
Amerncan Water Company to
$175 under the SLVWD. When
the acquisition occurred, Cal-Am
had a rate application pending at
the PUC to increase water rates
54% m 2009, 6% in 2010, and
5% 1n 2011,

The Felton customers also
believe that they will benefit in
nen-menetary ways from being
able to patticipate in the political
processes of a locally elected
wrater distoct board.

Points for LAFCos to

Ponder

¢ The company water rate
regulation by the California
PUC resulted in much higher
water rates m Felton than mn
the nearby non-regulated
commurities served by the
wrater distnct.

4+ BRate cases before the PUC are
conducted as  administrative
law hearings, and effective
representation of the custo-
mers can fequire hinng an
attorney with special expertise
in PUC law and regulations.

¢ Ower 40+ years, the mmperfect
checks and balances awvailable
though a locally elected water
board did a better job in
balancing improvement needs
and water rates than the PUC
did in regulating the water
company. In the distnet, if
rates went up too fast, or if
water supply or quality
became inadequate due to
undennvestment or misman-
agement, the electoral process
tended toc detect and correct
bad decisions.

¢ The Felten type of water
system transfer would not be
availlable to cther Califorma
commurities if Proposiion
98 had passed in June 2008,
That proposition would have
prohibited the use of eminent
domain for a public entity to
acquire a pavate asset (eg, a
wrater company) if the public
entlty was going to use the
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asset for a substantially similar
purpose (eg delivening do-
mestic water). As future pro-
posals are brought forth to
hmit the use of eminent
domain n California, efforts
should be made to assure that
any community could con-
tinue to use eminent domain
as a last-chance option to
switch between wrhich
monopely operates the water
system.

¢ LAFCos should not presume
that the PUC regulation of
povate water comparies
results in lower costs than the
costs for publicly operated
systems. In perforrnmg muni-
cipal service reviews and
reviewing spheres of influ-
ence, LAFCos should con-
sider public alternatives in
selective  situations  where
pﬁvate company water costs
or other major operational
issues appear cut of line.
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Business Continuity Planning
and Management of Records

By Hedy Aref President, Incrementum Document
Solutions

constitutes a  whole sertes of
expectations placed upon wus as
mndividuals as well as groups both in
the public and prvate sectors.
Information accessibiity and delivery
1s the single most critical aspect of our operations.

Living m the Information Age i

On a normal busmness day, we access current and
historical records to make everyday decisions. In
times of disaster — natural or man-made —
mnformation and its delivery becomes a vital part of
savmg lives and infrastructure. Information also plays
a major role in post-disaster operations — getting
organizations back up and minning,

Many enfities today realize the importance of business
contmuity planning and disaster recovery. After all,
within the last several years, we have either been a
part of local emergencies or witnessed disasters in
other states and regions — many of which resulted in
paralyzation of communities, towns, and cities.

While many see the wurgency of safeguarding
mnformation 1 case of a disaster, most point to better
protection of their electronic information which can
be  achieved through electronic  replication,
virtualization /fail over technology, and a whole host
of other methods. Qute often, paper records are
overleoked in business continuity planmng While a
major percentage of nformation m all organizations
still resides in filing cabinets and storage boxes,
protecting this mformation in a progressive way has
not always been a top priority.

Unfortunately, once paper-based records are gone,
they are gone for good. If copying and storng
duplicates otfsite has been one way of addressing this
1ssue, that needs to be reassessed — from a cost and
accessibility perspective, as well as vulnerability to the
same types of disasters because of the physical state
the records are in.

The best, most efficient, and cost-effective way to
store and protect paper-based records 1s to digitize
them inte a standard unalterable format — acceptable
in the court of law (1e: TIFF Group IV). Once
dlgmzed 1ndex1r1g them so they can be searched, and
mcorporating them into the orgamzaﬂons overall
disaster recovery and business continuity planning 1s
the most progressive way to manage this information.
When digitized, these records are also more portable
and can be better disseminated to constituents and
other agencies in real time.

Remember, preventive measures taken will protect
one of your most valuable assets — your records.

Incrementum Document Solutions is a new CALAFCO
Associgte Member. They are also members of the Santa Menica
Organizations Active in Disasters.

Budget Model Assists in Plans to
Meet Fire Service Needs
By Dawn Mittleman, Senior Consultant, ESCi

What a fire season this has been! 'The average citizen
need only look up at the hazy sky, filled with smoke
and ash to realize the magnitude of the situation. Fire
districts and departments across the state have been
strained to the maximum. Usually our mutual aid
system allows resources to be sent to a community
with a large mcident. This year with hundreds of fires
occurring simultanecusly across the state, there
sunply were not enough resources to go around

LAFCos can play a vital role to help fire agencies plan
for the future. Updanng Mumicipal Service Reviews
provides the oppottumty for a comprehensive review
of fire agencies in the county. More fire districts will
loock to co- operahve arrangements as a means of
maintamning service levels with fewer resources.

ESCi has been imnvolved in over 80% of fire co-
operative arrangements across the country. These
arrangements include conselidations, reorganizations,
jomnt powers authorities and contracts for service.
Our extensive knowledge of fire service and local
government allows us to design options to meet the
needs of a variety of situations.

An example of a unique approach to meet local needs
was the formation of the Fontana Fire Protection
District. San Bernardino LAFCo played a significant
rele by faclitating continued meetings and
negotiations among tire agencies and stakeholders.
Througheut the process ESCi used its computer
driven budget modeling to advise the City of Fontana
of actual public costs of service options. Our team
developed a dmaft contract for services which
included a transition plan detailed scope of services
to be provided and service level crteria. In order to
assure that parties complied with long term plans,
. ; LAFCo used its authonty
to 1include terms and
conditions as part of the
Commission’s actions.

The City of Pacifica em-
ploved ESCi to conduct
an analysis of options for
tire service and analyze
their fire assessment tax. Through our role as a
neutral party, we were able to dispel perceptions
regarding the use of the existing tax. Budget modeling
provided actual short and long-teom costs of the
various options for service. In addition revenue
forecasts were combined with service trends to
project the City’s ability to fund future fire service
demands. GIS mapping was used te visually show
topographically risks, population demographics,
apparatus and personnel response capability, as well
as the ability of neighbonng agencies to respond to
need. This level of comprehensive analysis allows
communities to realistically plan for their future fire
service demands.

ESCi is a CALAFCO Associagte Member.
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Incorporation of a New City Does
Not Require an Environmental
Impact Report

By julie Hayward Biggs, Burke, Williams & Sorensen, LLP

In our encounters over the last decade or so with
incorporation of new cities, the question arises of
whether review of a potential incorporation under the
Califorma Environmental Quality Act is required. The
question has not been resclved in large part because
proponents of new cities generally wish to avoid
protracted litigation over the issue and instead comply
with LAFCo directives to do envirommental review.
Genenlly speaking, the review is limited to an Imitial
Study and a Negative Declaration. ‘That was the case,
for example, in cities we assisted m the incorporation
effort such as Laguna Woods (1999), Goleta (2002), and
more recently, Wildomar (2008).

When a full Environmental Impact Report (EIR) is
required, however, the cost factor 1s huge and
proponents sometirmes are W1]l1ng to go to court rather
than comply with such a requirement. That is what
happened rtecently in Carmel Valley — and the
proponents of cityhood won in a ruling that has
implications for future new cities. The Superior Court in
Monterey County recently ruled in favor of proponents
of the new Town of Carmel Valley in their challenge to
the Monterey County LAFCo’s determination that an
EIR was required prior to the question of incorporation
being submitted to the electorate. This rmling is
significant for proponents of new cities who are
generally charged with the cost of preparation of all
documents necessary to complete the incorporation
application process.

Proponents for the Town of Carmel Valley filed their
initial application for incorpeoration i 2002, After years
of working with the Monterey LAFCe, the Commission
determitied in January, 2005 that incorporation of a new
city was a “project” under the California Environmental
Quality Act (CEQA). Based on that determination,
which was opposed by the proponents, LAFCo
circulated an Initial Study and determined that a
Negative Declaration would need to be prepared and
approved for the project.

The Negative Declaration was prepared and circulated
for comment in the fall of 2005. In December LAFCo
took action to approve the Negative Declaration.
Following that action, proponents of cityheod
successfully negotiated a Revenue Neutrality Agreement
with the county, and completed and updated the
Comprehensive Fiscal Analysis demonstrating  the
viability of the new city. LAFCo staff prepared the
required report for the Commission recommending
approval of incorporation and the scheduling of the
election for June, 2007. The matter came before LAFCo
for hearing on October 18, 2006.

At that hearing, the Commission determined, without
any change to the Initial Study or new evidence sub-
mitted, that a full EIR would be requited. Essentially,
LAFCo otdered the proponents to start over.

Rather than do that, the proponents chose to challenge
the determination that a full EIR was requited. In the
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ruling that was issued
by the Superor Court
on May 2, 2008, Tudge
Lydia Villareal made
the following deter-
1munations:

LEGAL
CORNER

1. Incorporation of a new city alone does not constitute
a project under CEQA; and

2. Even if incorporation did constitute a project under
CEQA, there was no substantial evidence in this case
of any foreseeable physical impact on the
environment that would warrant an EIR.

The rationale for these determinations is worth noting.
LAFCo had contended that the incorporation would
result in traffic and housing impacts. LAFCo relied in
part on the Office of Planning and Research opinion
that “incorporations are projects subject to CEQA
review.” 'The court rejected that opinion and noted that
it was not bimding on the court. The court looked to
Section 15378 of the CEQA Guidelines and determined
that the language there controls — “(b) Project does not
include: (5) Organizational or administrative activities of
governments that will not result indirect or indirect
physical changes in the environment.”

Among the decisions the Court relied on was Sz Vadfey
Reeveation and Park Distret v LAFCo of Ventura Connty
{1975) 51 Cal. App. 3d 648, which held that detachment
of land from a district was not a project where the
activity was only a change of organization or personnel
and the only environmental impact was the replacement
of one group of managers by others who might hold
different views on the future use of the land in question.
The court noted,

“LAFCo struggles to point to reasonably foreseeable
changes which will occur in the environment. Traffic,
housing and boundary changes were determined by LAFCo
to be issues after the initial environmental review.

However, any changes in traffic are comjectured. At this
point, no one knows if there wil be new city hall
construction or if the city hall will use leased space. Na one
knows where it might be located. Mo one knows how
many employees might be hired. No one knows if there will
be any new requirements pursuant to a housing elements
plan. No one knows what, if any, boundary changes there
might be and what impact this might have. Any possible
impacts that might ccour because of these issues cannot be
meanmgfully  analyzed without more information.
Envronment review must be “late enough to provide
meanmgful mformation for envirenmental agsessment.”

The upshot of all of this is that, at least at the trial court
level, there is some sentiment to support the
proposition that incorporation of a new city 1s not a
project under CEQA. Avoiding needless CEQA review
of what is simply a reorganization and change of
leadership should permit acceleration of incorporation
efforts.  Where construction of facilities is directly
contemplated as part of the incorporation movement,
however, the situation might warrant CEQA review.
The key 1s focusing on reasonably foreseeable physical
changes to the environment. Here the court held that
newly elected leaders of a new junsdiction would not, in
and by themselves, cause reasonably foreseeable physical
impacts on the environment.

Julie Hayward Biggs is a partner at Burke, Williams &
Sorensen, LLP and g CALAFCO Associate Member



San Luis Obispo Airport Area

Annexed (Finally!)

By Paul Hood, Executive Officer, San Luis Obispo LAFCo

One of the first proposals I
worked on when [ came to San
Luis Obispo County mn 1980 was
the proposed annexation of the
San Luis Obispo Adrport Area.
Even pror to this time, this
mdustrial/ commercial area
immediately south of the City of
San Luis Ohbispo was developmng
rapidly in the u.mncorporated
area, using wells, septic tanks
and county services such as law
enforcement and fire protection.

Although development in this
area cleatly impacts the aty,
many property owners resisted
annexaticn because of concerns
over potential restrictions on
development and increases in
fees. This led to a number of
“interim or plece-meal annex-
ations” imitiated by property
owners who wanted services
from the city. Many of these
propetties were already approved
for development by the county.
From 1996 to 2002, LAFCo
approved 15 annexations on the
southern boundary of the city
for a total of 269 acres. Many of
these annexaticons were small
(less than 15 acres). The largest

contained 143 acres.

In 2002 the Commussion made a
decision to end the processing of
these interim annexations due to
CONCerns over adequate water
supplies to serve the area and
comprehensive planning issues.
LAFCo directed the dty to
prepate a comprehensive plan
for annexing the entire airport
area that included a demonstra-
flon of an adequate and
sustainable water supply. It was
clear that piecing together one
mbtenm annexation after ancther
was not faclitating planned or
orderly growth within the city or
the u.mncorporated area surroun-
ding the airpott. In response
specific plans were approved by
the cty for the Margarita Area

and Adrport Area in October
2004 and  Angust 2005,
respectively. A Program EIR was
also prepared and certified by
the aty for each area.

The Anport/ Margarita Area has
been in the Qt}fs sphere of
influence (SCI) since 1985, The
SOI, which was updated mn 2006,
reaffirmed and expanded the
sphere in this area. The updated
sphere determination was based
con a Municpal Service Review
which concluded that the cty is
capable of providing services,
including  water, to the SOI
areas. [n recent years the city has
been active in acquiring a supple-
mental water supply. Adoption
of the updated SOl included
development of a Memorandum
of Agreement (MOA) between
the City of San Luis Obispo and
the County of San Luis Obispo.
LAFCo  staff facilitated the
MOA discussions as a means of
ensuning cooperation between
the two agencies which had been
lacking in the past. The City and
County agreed on the extent of
the city’s SOI, the development
standards and the zoning
process. The approach was to
ensure close coordinabion and
cooperation on future planning

and development of the areas
within the city’'s SOL

After a comprehensive public
cutreach program that included
numercus  presentations  and
public meetings by city and
LAFCo staff, the San Luis
Obispo City Council adopted a
Resolution of Application to
LAFCo to annex the airport area
in May, 2007. The city decided
to split the annexation into three
phases based on several factors,
including propetty oTner
support. Phase 1A comprised of
approximately 620 acres and was
approved by the Commission on

Aprl 17, 2008 This  was

followed by a June 19 protest
hearng which was mnsufficient to
terminate proceedings.

This annexation was a long time
in the works and the city worked
diligently with property cwners
to assure that being armmexed to
the city would be a positive
experience. The cty i1s not
requiring that properties hock-
up to city services and s
allowing properties to maintain
their current water and waste-
water systems as long as they'd
like. The city entered into several
pre-annexation  agreements o
document these commitments.

I guess the moml of the story is
that sometimes good planning
takes time. Alsc there needs to
be a strong element of trust and
cooperation  among  agencies,
propetty owners and the public
for good planning to succeed
In this case, LAFCo had the
important role of facilitating this
trust and cooperation to ensure
the best possible service to the
public. The final cutcome after
over 30 years of posturing was a
successful annexation that serves
the public interest by: 1) promd—
ing for the effective provision of
services; Z2) encouraging growth
m appropnate areas; and 3
assunng that everybody has

mnput to the process.

Sometimes timing is everything!!

The Sphere



CASE STUDY

San Bernardino Caps Multi-Year Project to
Consolidate 26 Fire Districts; 18,000 Square Miles

By Kathleen Rollings-McDonald, Executive Officer, and Michael Tuerpe, LAFCo Analyst, San Bernardino LAFCo

The Local Agency  Formation
Commission for San Bernardino
County spent just under three
years processing a reorganization
proposal submitted by the County
of San Bernardino to restructure
the 26 board-governed fire entities
within the county into a single
board-governed district. The impetus of the proposal
was to: (1) simplify the delivery of fire protection
services within the county provided by its board-
governed special districts; (2) create a more effective and
efficient management arrangement for fire protection
and emergency medical response services within San
Bernardino County, primarily for the unincorporated
territory of the county; and (3) maintain the level of fire
protection and emergency medical response service at
its current level as a result of the reorganization.

Additionally, an alternative proposal was submitted by
the City of Fontana to removwe the board-governed fire
protection district that owerlaid the city from
consideration and establish it as a subsidiary district of
the city. The Commission considered this project over
four hearings, six community meetings, three years of
application processing and 15 years of discussion.

The entire County and City of Fontana proposals are
available on the San Bernardino LAFCo website at
wrarw.sbelafco.org, The dedicated page for these
proposals contains the resclutions of the Commission’s
actions, staff reports, maps, and the county’s maps of
each fire district and regional area.

Board-Governed Fire Service in San Bernardino:
26 Entities - Financial and Efficiency Challenge

A brief history of board-governed fire service in San
Bernardino County is provided to illustrate the
complexity of this project. The former County Fire was
the outgrowth of a prior administrative consolidation of
31 separate budgetary units that encompassed 20 service
entities spread throughout the county, not including
contract agencies. Actual service was provided by the
26 entities within each of their respective boundaries
which consisted of the following: seven county service
areas (CS5As), 15 improvement zones of CSAs, and four
fire protection districts.

As  population growth in the county increased
dramatically owver time, public demand within the
unincorporated areas for augmented levels of fire
service also  increased. As  new unincorporated
communities were formed, numerous fire protection
and emergency medical response service agencies were
created, many between 1950 and 1980. Some of these
districts were formed under the “self gowvernance™
model, where the district is governed by an
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independently-elected board of directors. In other
areas, the County Board of Supervisors created entities
under its jurisdiction for the provision of these services.

Until 1982 the county did not have a single consclidated
agency for management of fire protection and emer-
gency medical response. Instead, each of the board-
governed fire protection districts was managed by a
separate staffing structure that reported through the
County Special Districts Department to the Board of
Supervisors.

In 1994, the Board of Supervisors initiated an admin-
istrative management consolidation that brought all fire
protection districts, CS5As and CSA improvement zones,
with the exception of CSA 38, under the administrative
oversight of a consolidated fire agency, operated under
the umbrella of C5A 70. In January 1999, the entirety
of all board-governed fire districts and all of CSA 38
and its improvement zones were placed under the
auspices of the consolidated fire agency for
administration, then identified as “County Fire.”

Thus, since 1999, County Fire managed the
responsibilities  for structural fire response and
emergency medical response for most of the
unincorporated areas of the county, excluding the
independently governed districts and municipalities
which provide fire service. In 2002, the Board directed
its staff to prepare studies to determine the financial
health of the department with accompanying
recommendations for improvement. These studies were
motivated by a concern regarding the financial stability
of a number of the individual districts and improvement
zones within County Fire. The findings forecasted that
by Fiscal Year 2010/11 fire operations could incur an
overall deficit of $83 million if circumstances remained
unchanged. Among the recommendations were the
implementation of a number of financing mechanisms
(not part of this project) and a reorganization of the
current County Fire for greater management efficiencies
and effectiveness with the result that this would help
extend the financial solvency of the districts.

An 18,353 Square Mile Annexation Proposal

In July 2005, the Board initiated its applications for
reorganization of the County Fire Department into a
single board-governed district. The new district would
be renamed the “San Bernardino County Fire Protection
District.” In addition, the applications proposed to
include an area commonly known as the unfunded area’
within the Zan Bernardino County Fire Protection
District through annexation.

The county’s submission consisted of two applications:
sphere expansion (LAFCo 3001) and reorganization
(LAFCo 3000). LAFCo 3001 consisted of a municipal
service review and sphere of influence expansion to



include an additional 18,353 square miles within Yucca
Valley FPD sphere and reduce the spheres for four
board-governed fire entities to a zero sphere. The
magnitude of the territory included in this SOI change is
unprecedented in LAFCo considerations. The proposed
expansion encompasses an estimated 11,745,691 acres
of the county, or about 18,353 square miles. This area is
slightly larger than the combined states of New Jersey,
Connecticut and Rhode Island, which comprise a
combined total of 15,478 square miles.

San Bernardino County selected the Yucca Valley Fire
Protection District (YVFPD) as the agency for
expansion of the sphere because it provided the full
range of fire protection and emergency services.

LAFCo 3000 consisted of a reorganization of the
YVFPD by expanding its jurisdictional boundaries
through annexation to encompass the Board-governed
fire entities and the unserved territory within the
unincorporated area The reorganization included
annexation of 18,361 square miles to Yucca Valley FPD,
dissolution of three fire protection districts, dissolution
of CSA 38 and its 12 improvement zones; dissolution of
three improvement zones of CSA 70; the removal of
fire/ambulance/disaster preparedness powers from
multi-function agencies; and the formation of four
regional service zones. In addition to the four service
zones, eight special service zones were established,
seven having identical boundaries as those of existing
districts where special taxes have been implemented for
fire and/or emergency-related services and one which
was modified to exclude territory within an independent
fire protection district. By law, these entities must
continue to have the special tax rewenues protected
through the establishment of service zones within the
new parent district.

Once the applications were submitted to LAFCo, a
process for circulation of the proposals for review and
comment commenced and all affected and interested
agencies and persons were requested to comment on the
application. In addition, since the application proposed
to annex the territory of two cities (Fontana and Grand
Terrace) to the YVFPD, consent for this overlay was
required from the respective Ccities. Consent was
received from the Grand Terrace City Council.
However, the response of the Fontana City Council was
not to consent to the overlay of the YVFFD and to
submit an alternative proposal for consideration with
LAFCo 3000. That proposal (LAFCo 30004) requested
a modification to do the following;

¢ Femove dissolution of the Central Valley Fire
Protection District (CVFFPD) from the elements of
consideration;

4 Detach the territory not currently a part of the City
of Fontana or its sphere of influence from the
CWVFPD and annex them to the Yucca Valley Fire
Protection District; and

¢ Establish the retained portion of CVFFD as a

subsidiary district of the City of Fontana and
rename it the Fontana Fire Protection District.

Three-year Staoff Effort Processing the Proposals
To inform the general population about the reorgan-

ization project, LAFCo and County Fire held a

community meeting in each of the four service zones.
Each community meeting was advertised within local
newspapers and members of the public and media were
invited to attend. At each community meeting, LAFCo
and County Fire staffs gave presentations about the
project and answered all questions.

Since the proposal spanned the entire county and
individual notice would have exceeded 1,000 landowner
and registered wvoters, Commission policy allowed for
advertisement in newspapers in lieu of individual mailed
notice. In the end, there were 24 adwvertisements for the
community meetings, 14 advertisements for the initial
study and notice of hearing and 25 advertisements for
the protest hearing,

Just by sheer size alone this was not a typical LAFCo
project. This was a very complex reorganization action
that consisted of a mix of annexations, dissolutions,
removal of fire powers, removal of ambulance powers,
removal of disaster preparedness powers and formation
of new “service zones”™ to be managed under the
proposed San Bernardino County Fire District. Due to
its scale, LAFCo staff spent numerous hours, days,
weeks, months and years planning, processing and
analyzing these proposals.

Complex Issues Emerged; Were Resolved

As large as the proposal was, in theory it seemed simple
—detach and dissolve some entities, remove powers, and
expand another with the full range of powers to
encompass the former areas. However, the dewil is in
the details. Some of the issues that LAFCo had to deal
with related to the Fontana alternative; transfer of
facility —assets and employees; establishment of
appropriation limits; and distribution of existing
property tax to the new fire entities. There were four
other interesting issues.

The reorganization overlaid sovereign tribal lands. In
order for a LAFCo application to include a deter-
mination related to tribal sovereign lands, consent had
to be received from the Tribal Council and no
opposition from the Bureau of Indian Affairs. Letters
were forwarded to the affected tribes and the national
and regional Bureau of Indian Affairs offices providing
copies of the applications, outlining the process for
teview, and requesting a determination of the Tribal
Council to the owverlay of the Yucca Valley FPD.
Ultimately, all four provided resolutions consenting to

the overlay.
' The Snhete



To accomplish the objective of revenue neutrality, as
well as to take into account differing service levels based
upon development type, the county proposed to
establish four regional service zones under the umbrella
of the Fire Protection District. These service zones were
established to preserve property tax and other local
revenue bases of the region to fund expenditures related
to that region and to protect those dollars from being
spent outside the region. Each zone would have a
separate annual budget and be administered within the
financial constraints of that budget.

The alternative proposal submitted by the City of
Fontana resulted in several meetings with LAFCo staff,
county administrative and fire staff, and staff from the
city. The result of the meetings recommended that the
Commission modify LAFCo 3000 {county proposal) to
include the Fontana alternative and continue the
proposal’s evaluation process.

Among the many dissolutions and detachments pro-
posed, the county’s application included the dissclution
of a particular service zone (CSA 70 Improvement Zone
FPIA-1) and the formation of a new service zone (Service
Zone PM-1). However, the territory of CSA 70 Zone
FM-1 overlaid a portion of the independent Crest
Forest Fire Protection District and LAFCo laws do not
allow for the owerlay of two fire protection districts
within the same area, which could lead to a duplication
of service. The boundaries of the new Service Zone
FI4-1 had to be modified to exclude the territory within
the existing boundaries of the Crest Forest FFD.
Further, a condition of approval was put in place to
transfer the existing PM-1 special tax ($17 per parcel) to
the Crest Forest FPD for funding its paramedics.

The county annually allocated General Fund support to
fire services, with $8.3 million transferred in FY 2007-
0. Originally, LAFCo staff recommended a require-
ment that this funding be made permanent. However,
the Board of Supervisors did not agree with LAFCo’s
recommendation and held a workshop to discuss the
issue. The Board position was that the funds remain
discretionary as the County Fire reorganization was
intended to establish service zones which could evaluate
the level of service to be provided and also provide for
elections to fund that level of serwvice. LAFCo staff
removed the requirement for permanent transfer as the
reorganization and clarification of funding and service
relationships as a first step in the process was required.

A Successful Result: 2 Districts Emerge

On January 16, 2008, the Commission approved LAFCo
3000 as modified through adoption of LAFCo
Resolution No. 2989, The reconsideration and protest
periods passed, and the 34 conditions of approval were
successfully completed by the deadline. The new San
Bernardino County Fire Protection District will hawve:

¢ An assessed walue of $20.4
billion

4+ 91,500 registered voters

¢ A service area of approx-

imately 11,750,811 acres or
18,361 +/- square miles.
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The Fontana Fire Protection
District (a city subsidiary district)
will hawe:
4 An assessed wvalue of $12.2
billion
4 53,731 registered voters
¢ A service area of 33,500
acres or 52.4 square miles

Conclusion

This reorganization project started with discussions in
1993, the administrative consolidation in the mid-1990%,
the county’s study of fire service in 2004 and ended with
numerous Commission meetings and hearings to work
through the details resulting in 34 conditions of
approval. In the end, this reorganization simplifies the
delivery of fire protection services within San
Bernardino County provided by its board-governed
special districts by reducing the structure from 31
separate budgeting entities down to four manageable
service zones. This will result in a more effective and
efficient management arrangement for fire protection
and emergency medical response services within San
Bernardino County for its citizens as well as the three
major transportation corridors for goods mowvement
from Southern California ports.

.Report to the Membership = 2007-08 Acetivities |

:CALAFCO

Shoring infarmcnion and resvarces

Annual Business Meeting

Thursday, September 4, 2008
8:30 a.m. to 10:15 a.m.

The Sheraton Universal Hotel Ballroom
333 Universal Hollywood Drive
Universal City, California

AGENDA

Call to Order
Roll Call of the LAFCos

[

3. Election of the Board of Directors
3.1. Elections Committee report
3.2. Nomination from the floor
3.3. Candidates Forum
3.4. Initiate voting process

4. Approve Minutes from the August 30, 2007 CALAFCO
Business Meeting at the Hyatt Regency at Capital Park,
Sacramento, CA.

5. Report from Board of Directors on Board and Association
activities in 2008

6. Mew Business
6.1. Other new business

7. Adjourn to 2009 Business Meeting, Thursday, October 29,
2009, Tenaya Lodge at Yosemite, Fish Camp, CA
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Legislation
Continued from front cover

tion and changes of a CSA consistent
with LAFCo law and for the most part
consistent with the CSD law rewvised
several years ago. NOTE: It requires
LAFCo and the county to agree on the
existing powers of every CSA in the
state by 1 January 2009, All other pow-
ers become latent and are subject to
the CKH process.

SB 1191 (Blakeslee). This law adds
broadband services and facilities to the
powers of a Community Services Dis-
trict, subject, of course, to LAFCo
approval.

Awaiting Governor’s Signature
SB 301 (Romerc). This bill will re-

maove the VLF subvention sunset for
both incerpeorations and annexations
and make the subventions permanent.
The bill has passed the Senate and As-
sembly;, however, it went back to the
Senate for concurrence since the incor-
poration sunset provision was fe-
moved by amendment of the bill while
in the Assembly. The legislation has
passed and is being held in Enrcllment
until a budget is passed. This will aveid
an automatic veto by the Govemor
There has been no opposition to the
bill, and it has enjoyed bipartisan sup-
port throughout the process.

At Senate for Concurrence

SB 375 (Steinberg). The bill links the
Regional Transportation Plan (RTP)
with the Regional Housing Needs As-
sessment (RHMNAY and CEQA. Its

authors say it will increase community

CALARCO provides educational, information sharing and techinical support for its
membeais by Serving as & fesource for, and collaborating with, the public, the legisia-
tive and executive bianches of state government, and other organizations forthe
plrpose of GiScouraging urban sprawl presending openspace and prime agricuitiral
lands, and encouraging ordery growth and development of focal agencies.

sustainability, make it easier to develop
within urban footprnts, link transpor-
tation and housing, reduce greenhouse
gases and carbon emissicns, increase
affordable housmg and mcrease quality
of life by reducing congestion and

commutes.

The bill does basically five things:

1. Drirects the Califormia Air Rescurces
Board (CARB) to establish gas re-
duction targets for each region of
the state. Metropolitan Planning
Agenaes then prepare transporta-
Hon and development plans that
achieve those reductions (le. blue-
print plans).

2. Amends the Regional Transporta-
tien Flan process to require regions
to design a development pattern that
reduces commutes, including the
preparation of a Sustamable Com-
mwuties Strategy (SCE) or an Alber-
native Planning Strategy if the SCS
does not achieve the CARDB targets
for gas reductions. Future transpor-

tation funding is linked to the SCS.
3. Through the 8CS, it reduces the ur-

ban footpront for growth and re-
duces traffic congestion by fewer
vehicle trips traveled. In theory it
places the same number of housing
units in a smaller footpnnt.

4. Amends RHNA to align it with the
RTP. They will now run on the same
B-year cycle and will be tied together.
Both the RTP and RHINA must be
intemally consistent and achieve the
heousing, gas reduction and energy
conservation goals of the state.

5 Amends CEQA to reward projects
that achieve these goals through lim-
its on CEQA review.

Sharing Information and Resources

Cn 8 August the
EA LATF OO

Board tock a
support position
on the bl

For LAFCo, the
bill requires the
SCS to consider
the spheres of
influence  that L}
have been
adopted by LAF- S

Cos for their re-

gion. The authonty for local land use
decisions remains with the local juris-
diction. While there are mcentives for
jurisdictions to adhere te the 8CS or
alternative it remains a veoluntary ap-
proach. The bill does net diminish
LAFC&’s role or authonty. LAFCo
review of proposals could potentially
consider consistency with the 5CS or
alternative under current law (§56663).

SB 375 offers LAFCo the op rturﬁty
to reflect on its future woles. PTl’us 15 4
first step towards regional approaches
to land use planning i California.
LAFCos are unmquely sitvated to play a
role in two ways: 1) since special dis-
tricts are not af%ected by SB 375 — yet
their services and boundarnes are often
integral to growth — LAFCo 15 the au-
thonty that can ensure district growth
15 consistent with the SCS or alterna-
tive; and 2) while SB 375 leaves ult-
mate land use authority to local agen-
cies, LAFCo can help assure that pro-
posals are consistent with the SCS and
could deny proposals that do not con-
tribute te housing or GHG reduction
goals. In other words, LAFCo could
continue to fulfill its rele as the
“legisinture's watehdop” More to comel




