




































































Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

4. EL CAMINO HOSPITAL DISTRICT ANNEXATION 2011

The Commission adopted Resolution No. 2011-03, approving the annexation of land
consisting of APN 182-50-045 and portions of APNs 182-50-036, 182-50-034, and 182-50-
024 to the El Camino Hospital District. Said Resolution, by reference hereto, is made part
of these minutes.

Motion: Mike Wasserman Second: Pete Constant
MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NOES: None

5. PROPOSED WORK PLAN FOR EL CAMINO HOSPTIAL DISTRICT SERVICE
REVIEW

Ms. Palacherla presented the staff report.

Commissioners Abe-Koga, Wilson and Constant volunteered to serve on the El
Camino Hospital District Service Review Ad-hoc Committee and the Consultant
Selection Committee. At the request of Chairperson Kniss, Ms. Palacherla briefly
outlined the tasks of the Committee.

Wesley Alles, Board Member, El Camino Hospital District, stated that the District will
provide all information required for the service review.

Chairperson Kniss announced that she met with Mr. Alles and Mr. Caligari prior to the
meeting. Commissioner Constant likewise made the same disclosure.

Greg Caligari, legal counsel, El Camino Hospital District, expressed support for the
service review.

Chairperson Kniss requested Mr. Caligari to present to the Commission a case study of
hospital districts in the State that are operating [acilities outside of their boundaries.

In response to an inquiry by Chairperson Kniss, Ms. Subramanian informed that
LAFCO's decision is final and can only be challenged in court. Inresponse to a follow-
up inquiry by Chairperson Kniss, she advised that LAFCO was recently sued by the
proponents of San Martin incorporation.

The Commission approved the proposed work plan for conducting a separate, focused
service review for the El Camino Hospital District; authorized stalf to prepare a draft
Request for Proposals for professional firms to conduct a service review, including the
forensic auditing of specific financial issues for the District and authorized staff to
provide the Draft RFP to affected agencies and interested parties for their review and
comment; directed staff to provide the Revised Draft RFP to the Commission for
consideration at the October 5, 2011 meeting; and, appointed Commissioners Margaret
Abe-Koga and Susan Vicklund-Wilson to serve on the El Camino Hospital District
Service Review Ad-hoc Committee and Consultant Selection Committee.

The Commission also requested Mr. Caligari to present to the Commission a case study
of hospital districts in the State that are operating facilities outside of their boundaries.

Motion: Margaret Abe-Koga Second: Pete Constant
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NOES: None

6. RESPONSE TO THE 2010-2011 CIVIL GRAND JURY REPORT ENTITLED,
“LAFCO’S RESPONSIBILITY FOR SPECIAL DISTRICTS: OVERSEEN OR
OVERLOOKED?”

Commissioner Constant stated that the stafl’s proposed draft response to the Grand
Jury report should have been prepared first with input from the commission and would
have preferred to provide direction to staff prior to the draft response. Chairperson
Kniss indicated that LAFCO’s process is similar to the County’s, where staff prepares a
draft response for Board review and following review and comment by the Board, the
response is revised and brought back to the Board for approval. Chairperson Kniss then
proposed that the Commission review each response and requested comments from
members.

Ms. Palacherla presented the staff report.

Regarding Finding 1, Commissioner Constant stated that the response should agree
with the finding because LAFCO has been conducting service reviews for five years and
it was only after the 2010 Countywide Fire Service Review that direction for follow-up
was provided. A brief discussion ensued between Chairperson Kniss and
Commissioner Wasserman and it was agreed that the response should disagree with
the last part of the finding more strongly and that the response should be more direct.
Commissioner Wilson suggested that the response include a historical context by
stating that the first round of service reviews were spent on data gathering and
convincing stakeholders to participate. Commissioner Abe-Koga expressed agreement.
Commissioner Constant stated that he understood the finding as LAFCO stopping
short of implementing the recommendations and not stopping short for fear of litigation
or uncertainty about its authority and proposed that the response should be “partially
disagree” rather than “totally disagree”. Commissioner Wilson proposed that a two-
member ad-hoc committee be established to fine-tune the responses and Chairperson
Kniss recommended that Commissioners Constant and Wasserman be appointed to the
Ad-hoe Committee.

Regarding Recommendation 1B, Commissioner Constant suggested the response state
“will delegate enforcement powers to staff when appropriate” instead of “will not be
implemented.” Commissioner Wilson stated that LAFCO has very limited enforcement
powers.

Regarding Recommendation 1C, a brief discussion ensued regarding how CALAFCO
could promote legislation that would protect LAFCOs against litigation.

Chairperson Kniss announced that the Commission is in agreement with draft
responses to recommendations 1D, 2A, 2B, 2C, and findings 2 & 3.

With regard to Finding 4, Commissioner Constant proposed that the response be
“partially disagree” because commissioners received limited training about LAFCO. A
brief discussion ensued and it was agreed that training opportunities are available, and
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

that in addition to CALAFCO classes and the information in agenda packets, staff has
provided just-in-time training about specific projects such as San Martin incorporation
and agricultural mitigation. Chairperson Kniss expressed concern about requiring
elected officials to attend trainings. Commissioners Constant and Wasserman proposed
that 15-30 minutes of training on specific projects be provided during Commission
meetings.

Chairperson Kniss announced that the Commission is in agreement with draft
responses to recommendations 4A and 4B.

Chairperson Kniss proposed that the Ad-hoc Committee focus on the response to
Finding 1 because the draft responses to other items are acceptable to majority of
members. Commissioner Wilson proposed that responses indicate that AB 912 has been

chaptered.

The Commission established an Ad-hoc Committee composed of Commissioners
Constant and Wasserman to work with staff on fine-tuning the draft response for review
and approval of the full Commission at the October 5, 2011 meeting.

The Commission directed staff to submit to the Ad-hoc Committee a revised response
incorporating the discussion at the meeting, and to request that the Civil Grand Jury
extend the deadline for the response.

Motion: Mike Wasserman Second: Susan Vicklund-Wilson
MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NQOES: None

7. LEGISLATIVE UPDATE AND CALAFCO’S PROPOSED REVISIONS TO
GOVERNMENT CODE SECTION 56133

Ms. Noel presented the staff report.

Chairperson Kniss commented that even though AB 912 made it easier to dissolve
special districts, without support from the residents in the area it will continue to be
politically difficult. At the request of the Chairperson, Ms. Noel provided additional
information on 5B 89 and the Chairperson noted that this development would
discourage island annexations in Santa Clara County. Commissioner Wilson informed
that Orange County has initiated a bill that could avert the unintended consequences of
the new law.

In response to an inquiry by Commissioner Wasserman, Ms. Palacherla reported that
the proposed revisions to Government Code Section 56133 would allow agencies to
extend services outside of their sphere provided LAFCO finds that the extension of
service was considered in the service review; there is no impact to agricultural land and
does not induce growth; and that annexation is not possible. In response to a follow-up
inquiry by Commissioner Wasserman, she advises that under the current law, agencies
can only provide services outside of their sphere when there is a threat to public health
and safety.
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

8.2

8.3

The Commission accepted the legislative update and authorized support for
CALAFCO's proposed revisions to Government Code Section 56133.

Motion: Susan Vicklund-Wilson Second: Mike Wasserman
MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NQOES: None

EXECUTIVE OFFICER’S REPORT
UPDATE ON LAFCO’S 2011 COUNTYWIDE WATER SERVICE REVIEW

Ms. Noel presented the staff report.
The Commission accepted the report.

Motion: Susan Vicklund-Wilson Second: Mike Wasserman
MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NQOES: None

UPDATE ON IMPLEMENTATION OF LAFCO’S FIRE SERVICE REVIEW REPORT
Ms. Noel presented the staff report.

In response to an inquiry by Commissioner Constant, Ms. Palacherla advised that staff
is meeting with the affected agencies and fire districts and will bring back more detailed
information to the Commission in October, including the need for a consultant to
conduct a special study for potential dissolution. In response to an inquiry by
Commissioner Wilson, Ms. Palacherla reported that the consultant’s scope of work will
be specific to dissolution issues.

The Commission accepted the report.

Motion: Susan Vicklund-Wilson Second: Mike Wasserman
MOTION PASSED

AYES: Liz Kniss, Pete Constant, Margaret Abe-Koga, Mike Wasserman, Susan
Vicklund-Wilson

NQOES: None

UPDATE ON ISLAND ANNEXATIONS IN SANTA CLARA COUNTY
Ms. Noel presented the staff report.

Commissioner Constant informed that the San Jose City Council has approved an
agreement with the City of Campbell relating to Cambrian No. 36

The Commission accepted the report.

Motion: Susan Vicklund-Wilson Second: Mike Wasserman
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Local Agency Formation Commission of Santa Clara County
Wednesday, August 3, 2011

10.

11.

12.

13.

MOTION PASSED
AYES: Liz Kniss, Pete Constant, Mike Wasserman, Susan Vicklund-Wilson
NOES: None Absent: Margaret Abe-Koga

PENDING APPLICATIONS / UPCOMING PROJECTS

The Commission noted the pending applications.

COMMISSIONER REPORTS

Chairperson Kniss announced that she will be attending the CALAFCO Conference on
August 31st, with commissioners Constant and Wilsor.

NEWSPAPER ARTICLES / NEWSLETTERS

There were no newspaper articles /newsletters.

WRITTEN CORRESPONDENCE

There was no written correspondence.

ADJOURN

At the request of Commissioner Wilson, Chairperson Kniss announced that a Special
Meeting may be scheduled prior to September 14, 2011 if the Civil Grand Jury does not
extend the deadline.

Adjourned at 3:09 p.m. to the next meeting on Wednesday, October 5, 2011 in Isaac
Newton Senter Auditorium, County Government Center, 70 West Hedding Street, San
Jose, California.

Approved:

Liz Kniss, Chairperson
Local Agency Formation Commission of Santa Clara County

By:
Emmanuel Abello, LAFCQO Clerk
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AGENDA ITEM # 4

Attachment C
Noel, Dunia
From: Abelio, Emmanuel
Sent: Wednesday, September 28, 2011 8:19 AM
To: Allen, James
Cc: Palacheria, Neelima; Noel, Dunia
Subject: RE: 2011 Countywide Water Service Review Draft Report Notice of Availability and Notice of
LAFCO Workshop & Public Hearing
Attachments: image001.jpg; image002.jpg; imaged03.gif

Good morning, Jamie.
We will take note of this update. Thank you for your comments.

Thank you, ‘
Emmanuel Abello
LAFCO Clerk
(408) 299-6415

From: Alien, James [mailto:James.Allen@CityofPaloAlto.org]

Sent: Wednesday, September 28, 2011 7:08 AM

To: Abello, Emmanuel
Subject: RE: 2011 Countywide Water Service Review Draft Report Notice of Availability and Notice of LAFCO Workshop

& Public Hearing

Emmanuel,

We compieted construction of the recycled water pipeline to reconnect the Mountain View Shoreline Golf Course and
expand to the North Bayshore area in Mountain View in June 2009 with formal operations beginning January 2010.

Please update the 1* two sentences of the 1% para under CIP on p. 461.

Jamie Allen






















































Report, which includes the consultant’s findings, will be released for pubhc review and
comment as part of LAFCO's process.

Budget for the Project

The LAFCO Budget for Fiscal Year 2011-2012 includes funding for consultant services
for service reviews. During the preparation of this RFP, LAFCO staff consulted with
individuals with auditing expertise on the proposed scope, required expertise, and
anticipated costs for such a project. The cost estimates provided by these experts for
such a project ranged from $40,000 to $110,000. Based on this information, LAFCO staff
recommends an allocation of $70,000 for this project. The LAFCO Executive Officer will
negotiate the final project cost with the selected firm.

Proposed Release of Final RFP for the Audit & Service Review of El Camino Hospital
District

Attached is the Revised RFP for the Audit & Service Review of El Camino Hospital
District. LAFCO staff is in the process of preparing a hst of firms that work in this field.
Upon LAFCO authorization, staff will send the Revised RFP to those firms and will post
the RFP on the LAFCO website as well as on the CALAFCO website for other interested

firms. Responses to the RFI” are due on Tuesday, November 8, 2011.
Firm Evaluation Criteria and Selection Process

Firms will be selected for further consideration and follow-up interviews based on the
following criteria:

¢ relevant work experience,

¢ the completeness of the responses

¢ overall project approaches identified and

* proposed project budget

A consultant selection committee will conduct interviews and the most qualified firm
will be selected based on the above evaluation criteria and reference checks. Interviews
will be held in mid-November 2011. The selection committee is expected to make a
decision soon after. Following the selection of the most quahified firm, a final services
agreement including budget, schedule, and final Scope of Services statement will be
negotiated before executing the contract.

Countywide Water Service Review Timeline

The following is the general timeline for completing this Audit & Service Review:
¢ Release RFP: October 7, 2011
e Proposals due: November 8, 2011
¢ Interviews and Selection of Consultant: week of November 14th 2011

¢ Begin Service Review: December 2011

e LAFCO Pubhc Hearings on Audit & Service Review: April/June 2012 LAFCO
Meetings
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BACKGROUND

The mandate for LAFCOs to conduct service reviews is part of the Cortese-Knox-
Hertzberg Local Government Reorganization Act of 2000 (CKH Act), California
Government Code §56000 et seq. LAFCOs are required to conduct service reviews prior
to or in conjunction with Sphere of Influence updates and are required to review and
update the Sphere of Influence for each city and special district as necessary, but not
less than once every five years. LAFCO completed and adopted its first round of service
reviews and sphere of influence updates for all cities and special districts in Santa Clara
County prior to January 1, 2008, as required by State law.

LAFCO must complete its next round of required service reviews and sphere of
influence updates for all 15 cities and 28 special districts prior to January 1, 2013.
LAFCO completed a Countywide Fire Protection Service Review in December 2010.
LAFCO's Countywide Water Service Review is nearing completion.

In early 2011, LAFCO staff began researching several issues concerning the El Camino
Hospital District (ECHD) - specifically trying to resolve the issue of whether ECHD is
providing services beyond its boundaries by funding the purchase of a hospital in Los
Gatos. During the course of this research, other issues relating to transparency in the
financial and operational relationship between the ECHD and the El Camino Hospital
(Corporation), a 501(c)(3) corporation, and questions regarding the purpose / functions
of the ECHD and its use of property tax revenues also came to hight. Based on the
information provided by the ECHD at that time, LAFCO staff concluded that ECHD
funds were not used by the Corporation for the acquisition/operation of the hospital in
Los Gatos, that the ECHD did not contribute monies directly to the purchase or
operation of the hospital in Los Gatos and that the ECHD is therefore not providing
services outside its boundaries.

In June 2011, rather than accept this conclusion, LAFCO requested that a service review
and audit be conducted of the ECHD in order to verify this information and conclusion.
LAFCO directed staff to develop a work plan for conducting a focused service review
and audit of the ECHD to help resolve the issues identified. At the August 2011
meeting, LAFCO approved the work plan and directed staff to draft a RFP for
consultants to conduct the audit and service review for the ECHD. LAFCO also
established an ad-hoc committee consisting of Commissioner Wilson and
Commissioner Abe-Koga to assist staff in selecting the consultant and to advise as
needed on the project.

ATTACHMENT

Attachment A: Revised RFP including the Scope of Services
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AGENDA ITEM #6
Attachment A

Local Agency Formation Commission of Santa Clara County

REQUEST FOR PROPOSALS
Audit and Service Review of the EI Camino Hospital District

L Objective
The Local Agency Formation Commission (LAFCO) of Santa Clata County is seeking

proposals from professional service firms to prepare a servicetreview and audit of the El
Cammo Hosp1tal D1str1ct (ECHD). This Work is to be comp eted in compliance with

ericies better understan‘ , %pubhc service
dte the 3phere§{of 1nﬂuence%spgc1al
districts and c1t1es in the county LAFCQ is no V{é@ ulred‘ ““j;:‘i tate boundary&changee
oerities or the public may

onai research and ana1y51s

i

where necessary, to pursue change

. Background
The mandate for LAFCOS» art of the Cortese-Knox-
Hertzberg Local Gov. i ¢t of 200@“’3((2KH Act), California

requlred to conduct service reviews prior

Homext m nd of required service reviews and sphere of
bcities ard 28 spec1al d1sfr1cts prlor to January 1, 2013. LAFCO

specifically trying t&* »@solve the issue of whether ECHD is providing services beyond its
boundaries by funding the purchase of a hospital in Los Gatos. During the course of this
research, other issues relating to transparency in the financial and operational
relationship between the ECHD and the El Camino Hospital (Corporation), a 501(c)(3)
corporation, and questions regarding the purpose / functions of the ECHD and its use of
property tax revenues also came to light. Based on the information provided by the
ECHD, LAFCO staff concluded that the ECHD funds were not used by the Corporation

70 West Hedding Street = | 7th Floor, East Wing » San Jose, CA 95110 « {408] 299-5127 » {408) 2951613 Fax » www.santaclara.lafco.ca.qgov
COMMISSIONERS: Pete Constant, Liz Kniss, Margaret Abe-Koga, Mike Wasserman, Susan Vickiund-Wilson
ALTERNATE COMMISSIONERS: Sam Liccardo, Al Pinheiro, George Shirakawa, Terry Trumbuil
EXECUTIVE OFFICER: Neelima Palacherta



for the acquisition/operation of the hospital in Los Gatos, that the ECHD did not
contribute monies directly to the purchase or operation of the hospital in Los Gatos and
that the ECHD is therefore not providing services outside its boundaries.

In June 2011, rather than accept this conclusion, LAFCO requested that a service review
and audit be conducted of the ECHD in order to verify this information and conclusion.
LAFCO directed staff to develop a work plan for conducting a focused service review
and audit of the ECHD to help resolve the issues identified. At the August 2011 meeting,
LAFCO approved the work plan and directed staff to draft a REB.for consultants to
conduct the audit and service review for the ECHD. LAFCQO sstablished an ad-hoc
committee of two LAFCO Commissioners to assist staff in eting the consultant and to
advise as needed on the project.

HI. Scope of Services

A draft Scope of Services is enclosed with this RE . . 1al statement of
services to be provided will be negotiated wi uckthe service
review and will be included as part of the p i ;

IV, Budget

A final budget amount for this projg A with the firm selected for the
work prior to reaching agreement. Hieip sjeck:cost of the proposal should

V. Schedule

Timing is a concern tg COb ] ines i he CKH Act and the need to
] . It is anticipated that the firm will start
District Service Review and Audit

General Exprtise

e Familiarity with the CKH Act, the role and functions of LAFCO, and the
service review process

¢ Knowledge of hospital / health care district law is desirable

¢ Management level understanding of how local governmental services are
delivered and financed

Page2of 6



o  Expertise in the financial analysis of local governmental service delivery
systems, including identifying financing constraints / opportunities and cost
avoidance opportunities

e  Expertise in governance structure analysis, including evaluating government
structure options (advantages and disadvantages of the consolidation or
reorganization of service providers)

¢  Ability to analyze and present information in an organized format

o  Ability to quickly interpret varied planning, fmi%w budget and legal

documents

comment

s  Experience in fostering multi- agen
solving

e  Ability to provide flexi m::, creatlve alternatives where necessary to
resolve service and poizc@s&a S “

"‘»“&"-ﬁ‘

Audit Expertase %& .
S, . . nagé&%&%%@performance and financial

restricted, enterprise, special funds and other funds

dge of:

source mdudmg restricted funds.
- Auditing standards and procedures, legal requirements and techniques
*  Ability to:

- Analyze and evaluate financial data and draw conclusions and
recommendations

- Review and evaluate financial reports, working papers and procedures
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Vii.

- Prepare graphical representations of findings and conclusions

Identification of the lead professional responsible for the project and
identification of the professional(s) who will be performing the day-to-day work.

Identification of any associate consultant firms to be involved. If associate
consultant firms are proposed, describe the work they will perform and include
the same information for each as required for items 1 and 2 above.

A statement of related experience accomplished in the la; 15t three years and
references for each such project, including the contact gaté, address and
telephone number.

A statement regarding the anticipated approac
discussing and identifying any suggested ¢
(Attachment 1).

An overall project schedule,
task.

dentified in the draft Scope of Services.

cach person who will be involved in the work, including

Submission

DUE DATE AND TIME: Tuesday, November 8, 2011 at 5:00 PM. Proposals received
after this time and date may be returned unopened.

NUMBER OF COPIES: 5 original copies and 1 fully reproducible copy
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DELIVER TO: Neelima Palacherla
LAFCO of Santa Clara County
70 West Hedding Street, 11th Floor
San Jose, CA 95110

Note: If delivery is to be in person please first call the LAFCO office at (408-299-5127 or

5148) to arrange delivery time.

Viil. Evaluation Criteria and Selection Process

Firms will be selected for further consideration and follow-up,
following criteria:

e relevant work experience
° the completeness of the responses
 overall project approaches identified: '

» proposed project budget

Xl. Reference Ifrmation

Please refer to the LAFCO website (www.santaclara.lafco.ca.gov) for general
information about LAFCO of Santa Clara County and the following links for:

1. LAFCO's Service Review policies

www.santaclara.lafco.ca.gov/policies /SRPolicies2009.pdf
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2. Service Review Guidelines issued by the Governor’s Office of Planning and
Research www.opr.ca.gov/planning /publications /MSRGuidelines.pdf

3. LAFCO’s Northwest Santa Clara County Service Review and Sphere of
Influence Recommendations (which includes LAFCO’s 2007 service review
for the El Camino Hospital District)
www.santaclara.lafco.ca.gov/adptd svce reviews northwest.html

4. LAFCO staff reports on the El Camino Hospital Dlstrlct and Service Outside
its Boundaries

www.santaclara.lafco.ca.gov/agenda/Full Packéts
/Item?7.pdf
5. 2010-2011 Santa Clara County Civil Grand i’_%_ Rep %
District :
www.scscourt.org/court_divisions /&1 /2011 /E1%28Camino%20Hospi
tal%20District.pdf

011Packets/2011Tun01

1 Camino Hospital
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ATTACHMENT 1

Audit and Service Review of the El Camino Hospital District

SCOPE OF SERVICES

LAFCO of Santa Clara County will conduct an audit of the EI Camino Hospital District
(ECHD) in order to resolve certain issues related to the ECHD. Ising the information
gathered during the audit, and additional research as necessapf iy

information may need to be coilect n.C
two issues. )

Issue #1:

ik its boundanes’? What is the District’s role in the various El
g hos pital dialysis centers throu hout the count ?”Deesrnthe

d. Do the ECHD’s current boundaries reflect the population it serves?

! An audit will be conducted where applicable, and at a minimum, will be conducted to answer those
questions identified as requiring an audit.
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i

Issue #2:

e.

Is there a contractual relationship between ECHD and the El Camino
Hospital Corporation? Does ECHD have an equity interest in the
assets of the Corporation? If so, how much? If not, who owns the
assets of the Corporation? (To be determined through an audit}

Does the ECHD separately account for the receipt and expenditure of
property tax revenues in a separate fund, or are such monies
comingled with other ECHD revenues? (To be determined through
an audit)

Corporation?

What measures should th

public / community that it

If the ECHD is pr ; ide its boundaries, should its
boundaries be exp: i its service area? If so, how would

drrently providing? Is El Camino
providing the services for which it was
here a change in the ECHD's mission since its creation?

ves? (To be determined through an audit)

fat is an appropriate/ adequate amount of reserves for the ECHD?
Does the District have any policies on amount and use of reserves?

Does ECHD have a role in the governance/monitoring of hospital
services provided by the El Camino Hospital Corporation?

What is the ECHD's role and responsibility at the end of the lease
agreement between the ECHD and the El Camino Hospital

Page 20f5
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Corporation and as it relates to assumption of assets and liabilities of
the Corporation?

g. Would dissolution of the ECHD result in gains in service efficiencies
/ cost savings or losses in services or service levels?

h. What other entities in the community could become the successor
agency for the ECHD in the event of its dissolution? Could / should
property tax be reallocated to that successor a; ency?

‘ s and adequacy of

2y

Mucture needs Fﬂ ficiencies.

ent of aft

including a
- Gove%ent Code section 56425:

considera

5) The nature, location, and extent of any functions or classes of services
provided by the existing district.

Overview of Process and Tasks

The audit will be conducted in accordance with professional standards and procedures
generally accepted in California (USGAO and AICPA). The service review
determinations and sphere of influence (SOI) recommendation will be prepared in
accordance with LAFCO policies adopted by the Commission and the service review
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guidelines developed by the Governor’s Office of Planning and Research (OPR) where
feasible. Preparation of the audit, service review determinations, and SOI
recommendation will include the following steps, although other activities may be
necessary:

1. Data Collection and Review
. Develop an overall plan to prepare the audit, servige review
determinations, and sphere of influence recommeéndation for the El
Camino Hospital District -
. Identify appropriate criteria/methodologf

meetings, surveys and /or resear

. Compile information

2.

report addressing the issues and including required
ublic review and comment

he draft report to LAFCO at public hearing

Work Products: Consultant must deliver to LAFCO a MS Word formatted
version, a PDF formatted version, and 9 hard copies of the
draft report.

4, Final Report
. Respond to comments and prepare a final report including required
findings
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® Present the final report to LAFCO at a public hearing for adoption

Work Products: Consultant must deliver to LAFCO a MS Word formatted
version, a PDF formatted version, and 9 hard copies of the
final report.
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AGENDA ITEM#7
Attachment A

rmation Commission of Santa Clara County DRAFT

ocl Agency

| October 5August—, 2011

Honorable Richard J. Loftus, Jr.
Judge of the Superior Court
Hall of Justice

191 North First Street

San Jose, CA 95113

RE: 2010-2011 Santa Clara County Civil Grand Jury Report Entitled “LAFCO’s
Responsibility for Special Districts: Overseen or Overlooked?”

Dear Judge Loftus and Members of the 2010-2011 Civil Grand Jury:

The Local Agency Formation Commission of Santa Clara County (LAFCO) reviewed
the 2010-2011 Santa Clara County Civil Grand Jury Report and at its meeting on August
3,2011, approved this letter in response to the report and the findings and
recommendations contained within it.

GENERAL COMMENTS

The state’s mandate to LAFCOs to encourage orderly growth and development and
logical boundaries, to prevent sprawl, to protect open space and agricultural lands and
to promote efficient delivery of services along with the long standing urban
development policies in Santa Clara County dictate and set the context for Santa Clara
LAFCO’s work. A substantial portion of LAFCQ’s work load involves processing
applications for jurisdictional boundary changes and service extensions. Until recently,
there was much interest from cities in Santa Clara County for expanding outwards. In
the last ten years, LAFCO has processed a wide array of applications - including
complex applications such as the San Martin incorporation proposal and has
proactively provided comments on several large-scale and potentially precedent setting
development proposals such as San Jose’s Coyote Valley Specific Plan, Gilroy’s 660 acre
General Plan Amendment and four other major urban service area amendment
proposals and Morgan Hill’s South East Quadrant urban service area amendment
proposal, among others. LAFCO also adopted critical policies such as the agricultural
mitigation policies to provide guidance to applicants and to enable consistency in
LAFCQ'’s evaluation of proposals.

Apart from processing applications and performing other application related activities,
during this time period, LAFCO started and successfully completed its first round of
service reviews and sphere of influence updates for cities and special districts.
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Additionally, LAFCO also adopted its island annexation policies and started its island
annexation program - a model for LAFCOs statewide.

LAFCO has been able to complete all of this with a very modest level of staffing and
limited budget by balancing its resources and by taking advantage of certain unique
opportunities. Santa Clara LAFCO has had to be strategic in terms of the issues that it
decides to work on. Santa Clara LAFCO has received awards from CALAFCO for its
work, including the 2007 Most Effective Commission,” “2009 Outstanding CALAFCO
Member (Commissioner Susan Vicklund-Wilson),” and “2009 Outstanding LAFCO
Clerk.”

With the original passage and subsequent extension of the law streamlining the island
annexation process, LAFCO made a conscious decision to work with interested cities
and the County in order to facilitate the annexation of urban unincorporated islands.
For decades these islands have created inefficiencies for both the city that substantially
surrounds them and the County. LAFCO'’s efforts have led to the annexation of over 80
unincorporated islands across the County and the dissolution of the Sunol Sanitary
District, a district that served several small urban unincorporated islands in San Jose.
LAFCO staff worked very closely with the Sunol Sanitary District’s staff in order to help
the District initiate the dissolution process and to facilitate a smooth transition between
the District and the City of San Jose. Annexation of the islands provides opportunities
for the dissolution of special districts and without LAFCO's focus on this issue, these
islands and the inefficiencies they bring (including the need for special districts) would
have continued for another 50 years or longer.

Due to the current economic downturn, the level of interest for major city expansions
has diminished somewhat and has allowed LAFCO to begin to turn its attention more
fully to its next round of service reviews, including considering the various potential
issues that were identified at a cursory level in the initial service reviews. Issues, such as
those pertaining to El Camino Hospital District, have also emerged and must be
addressed. Also, LAFCO has completed its Countywide Fire Service Review and is now
conducting further research and analysis on potential changes in the governance
structure of two fire districts that could achieve greater efficiencies in fire service.
LAFCO is completing a Countywide Water Service Review which will address many
subjects including transparency, effective service delivery, and the need to maintain any
given district. LAFCO, through CALAFCO, has-been-werldng-worked successfully to
support the passage of AB 912 (Gordon) which weuld-significantly streamlineg the
dissolution process for special districts. AB 912, much like the streamlined island
annexation law, weuld-provides a unique opportunity for LAFCO to strategically focus,
where appropriate, on analyzing and initiating changes in governance of special
districts to achieve greater efficiencies.

Whether it is working with cities on facilitating island annexations or working with
special districts on changes in governance, each issue requires special planning,
preparation, coordination and interaction with affected parties. With modest resources
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LAFCO of Santa Clara County will continue to fulfill its statutory responsibilities while
being strategic about the issues it chooses to focus on at any particular time.

COMMENTS REGARDING THE FINDINGS AND RECOMMENDATIONS
FINDING 1

The recommendations SCC LAFCO makes through its mandatory service review
reports are intended to improve agency performance and may recommend special
district dissolution when the services those districts were intended to provide are no
longer provided or needed; however, SCC LAFCO stops short of enforcing the
implementation of its recommendations either because they do not think this is
within their purview or because they are afraid of potential litigation.

Response:
The respondent disagrees whelly-partially with the finding. Please see below and the
response to Recommendation 1A for the explanation.

The reason for LAFCO not enforcing service review recommendations to dissolve
special districts is not because LAFCO thinks that it is not within LAFCO’s purview or

because LAFCO is afraid of potential litigation.

LAFCO of Santa Clara County clearly understands that it has the authority to initiate
the dissolution of a special district (please see Attachment A: page 11 of the LAFCO
Staff Report dated December 15, 2010 which identifies that LAFCO may initiate the
dissolution of a special district). While potential litigation is a serious concern for
LAFCO, as it is for any public agency, and while LAFCO may evaluate and consider the
various risks from potential litigation, LAFCO of Santa Clara County has not made a
decision on whether or not to initiate the dissolution of a special district solely based on
this issue.

Because the dissolution of a special district is a significant non-reversible action, LAFCO
will begin dissolution proceedings only after careful consideration and a deliberate
process which will evaluate whether dissolution of an agency is the answer to the issues
identified and whether it is achievable. This process takes time, effort, strategy and
involves collaboration and consultation with affected parties.

Service Reviews provide LAFCO with information and preliminary analysis on
potential options for government structure changes that could result in increased
service efficiencies. The dissolution of a specjal district may be identified in the service
reviews as one such potential government siructure option. State law allows LAFCOs to
initiate the dissolution of a special district provided LAFCO is able to make certain
findings (i.e. LAFCO must establish that the dissolution will lead to similar or lower
public service costs and must establish that there will be no reduction of public access
or accountability for the service and financial resources). LAFCO’s service reviews are
not designed to be dissolution studies and may not contain this level of analysis.
Therefore, LAFCO (using consultants) must prepare additional, more detailed analysis
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to support the necessary findings prior to taking any action to dissolve a special district.

Take for example, the recently completed Countywide Fire Service Review adopted by
LAFCQ in December 2010. Following the adoption of the Fire Service Review, staff
prepared a report on implementation of the government structure options identified in
the Fire Service Review Report (please see Attachment A). LAFCO directed staff to
pursue further research and report back to the Commission on the options including the
dissolution of Saratoga Fire Protection District and Los Altos Hills County Fire District.
Staff is in the process of preparing the additional information and consulting with the
affected parties.

Special district dissolutions are complex lengthy processes that could potentially be
controversial and expensive. Besides the completion of specific studies and analysis
required in order to initiate the dissolution of a special district, a strategic and favorable
alignment of outside factors such as the local political climate, community
interest/involvement, economic conditions, legislative changes (e.g. the recent passage

of AB 912) and so on, may be necessary for LAFCO to pursue such changes in a
successful manner.

RECOMMENDATION 1A

SCC LAFCO should develop and adopt policy directives that ensure, through its
service reviews, that SCC LAFCO proactively examines, oversees, and makes
recommendations regarding whether special districts should continue to exist.

Response:

The recommendation has not yet been implemented, but will be implemented by
LAFCQ in the next 6 months. While LAFCO does not have a specific policy concerning
this, our practice has been to consider these issues through service reviews and in
follow-up research and analysis (for example, the 2010 Countywide Fire Service
Review). But in the interest of transparency, we would like to implement this
recommendation and adopt specific written policies.

RECOMMENDATION 1B

SCC LAFCO should adopt policies that direct LAFCO staff to exercise its enforcement
authority where appropriate.
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Response:

The recommendation will not be implemented because it is not reasonable. LAFCO staff
has no standalone enforcement authority. LAFCO staff brings issues /violations to the
Commission’s attention and provides recommendations concerning potential options
for addressing these issues or violations. However, LAFCO must direct staff regarding
any enforcement action.

RECOMMENDATION 1C

SCC LAFCO Commission should consider adopting a policy strongly encouraging
Commissioners and staff who are active in CALAFCO's legislative committee to lobby
the California legislature to strengthen protections against litigation based on LAFCO
actions.

Response:

This recommendation will not be implemented because it is not warranted and is not
reasonable. CALAFCO is well aware of this issue, and has testified on the subject of
special district consolidations before a joint hearing held by the Assembly Local
Government Committee and the Assembly Accountability and Administrative Review
Committee in March 2011. CALAFCO identified five opportunities for solutions that
may help encourage more consolidation efforts of local agencies including protection
against the threat of litigation. The Committee as well as several legislators have
expressed interest in CALAFCO's recommendations and may consider potential
legislation in the future. Furthermore, CALAFCO has an adopted set of legislative
policies for seeking legislative changes that affect LAFCOs across the state. The LAFCO
Executive Officer and a LAFCO Commissioner are both active members of CALAFCQO’s
Legislative Committee and will continue to work on these issues within CALAFCQ’s
established framework and policies. CALAFCO’s current work on Assembly Bill 912
(Gordon), which was recenth smned by the Governorweﬁiéellowlm%ﬁ@@%&%der

excellent example of CALAFCO’S legislative advocacy process and LAFCO s
involvement.

RECOMMENDATION 1D

SCC LAFCO staff should actively oversee that agencies address and implement
recommendations made in LAFCO service review reports.

Response:
The recommendation has been implemented. Where appropriate and at the direction of
LAFCO, LAFCO staff is doing this. See Attachment A for proposed steps for
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implementation of recommendations / options identified in the Countywide Fire
Service Review Report. However, LAFCO may not have oversight over certain service
review recommendations. For example, the recent Countywide Fire Protection Service
Review Report identified several opportunities for fire service providers to achieve
greater efficiencies and economies of scale, such as consolidating emergency
communications systems, consolidating stations and apparatus, and sharing fire
specialized staff. LAFCO has no authority over implementing these recommendations.
But LAFCO staff tracks those recommendations and provides updates to LAFCO
accordingly. An excellent example of this is LAFCO staff’s June 1, 2011 update to
LAFCO concerning recent efforts in the northern portion of the county with regard to
regionalization of fire protection services.

FINDING 2

Previous SCC LAFCO service reviews fall short of addressing subjects of
transparency, the examination of effective service delivery by special districts, or
addressing the continuing need to maintain any given district, which, together with
the topics the reports do cover, would constitute a performance audit.

Response:
The respondent disagrees partially with the finding.

Prior to LAFCO's first round of service reviews, there was little information available
concerning special districts, especially the smaller, lesser known districts. At that time
neither LAFCO nor most special districts had current maps of special district
boundaries. LAFCO's first round of service reviews focused more heavily on data
collection and developing an accurate map of a district’s boundaries and less on
conducting a detailed analysis. As a result, the degree to which detailed analysis
regarding transparency, effective service delivery, and the need to maintain any given
district, were included in LAFCO's first round of service reviews varies. In hindsight,
LAFCO’s 2007 review of the El Camino Hospital District is an example of where more
analysis regarding these issues should have been included.

However, since then, we have become more familiar with these issues and are using the
second round of service reviews to conduct a more in-depth examination of these
issues. LAFCO recently completed its second round Countywide Fire Protection Service
Review and is conducting further research and analysis on these issues in relation to
potential changes in the governance structure of two fire districts. LAFCO is also
currently conducting a Countywide Water Service Review which will also address these
issues in relation to water districts and resource conservation districts and the
remaining service reviews will also address these issues in much greater detail than the
previous service reviews, starting with a separate focused service review for the El
Camino Hospital District (please see Attachment B).
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RECOMMENDATION 2A

SCC LAFCO should continue with the proposed plan to perform a service review of
special districts (other than fire and water} separate from municipalities.

Response;

The recommendation has been implemented for the El Camino Hospital District
(ECHD). LAFCO has directed staff to prioritize LAFCO’s review of ECHD and LAFCO
staff is recommending that LAFCO conduct a separate focused service review for El
Camino Hospital District including a forensic accounting of the District’s revenues
(please see Attachment B). Regarding the remaining special districts and cities, the
recommendation requires further analysis. Within the next 6 months, LAFCO staff will
develop a work plan for completing the remaining service reviews taking into
consideration changes and events that have and are occurring at the state and local
level.

RECOMMENDATION 2B

SCC LAFCO should handle the next service review for special districts as a
performance audit, to include an examination of effective service delivery and an
assessment of the continued need for the district, if any.

Response:

The recommendation has been implemented or will be implemented in the future. As
noted in our response to Finding 2, the subjects of transparency, effective service
delivery, and the need to maintain any given district, will be addressed in LAFCO'’s
upcoming El Camino Hospital District service review which will begin by January 2012.
Furthermore, LAFCO’s 2010 Countywide Fire Protection Service Review addressed
these issues and LAFCO’s remaining service reviews will address these issues in detail.

RECOMMENDATION 2C

Particularly as there appears to be no urgency to its decision with respect to El
Camino Hospital District (see minutes of the April 2011 meeting}, SCC LAFCO should
complete a thorough El Camino Hospital District service review prior to any further
Commission action on the topic.

Response:

The recommendation has been implemented. LAFCO, at its June 1, 2011 meeting,
directed staff to take a closer look at El Camino Hospital District as part of the
upcoming service review and to include a forensic accounting of the financing of the
purchase of Los Gatos Hospital and to report back to the Commission on this issue after
the service review is completed. Furthermore, staffhas-developed LAFCO, at its August
3, 2011 meeting approved a work plan (please see Attachment B) that also includes an
examination of any financing of other facilities that are outside of the District (e.g.
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dialysis centers), examination of effective service delivery, and an assessment of the
continued need for the district.

FINDING 3

SCC LAFCO has failed to initiate action to dissolve special districts that it has already
determined are obsolete, such as the Saratoga Cemetery District.

Response:
The respondent disagrees wholly with the finding.

No such determination has been made by LAFCO or in LAFCO’s service reviews
regarding the Saratoga Cemetery District.

RECOMMENDATION 3

Facilitated by its service review recommendations, SCC LAFCO should proceed with
action to dissolve those special districts that have outlived their usefulness or that
can continue to provide the same level of service without property tax revenues.

Response:

The recommendation has not yet been implemented, but will be implemented by
LAFCO where appropriate. LAFCO must conduct additional analysis before it can
decide whether it is appropriate to dissolve a special district and before it can make the
statutorily required findings to initiate the dissolution of a special district. LAFCO'’s
Countywide Fire Service Review indentified potential changes in governance structure
that could achieve greater efficiencies in fire service. LAFCO has directed staff to take a
closer look at two fire districts (i.e. Saratoga Fire Protection District and Los Altos Hills
County Fire District) that contract with another fire district for fire service, in order to
see if there is an opportunity. LAFCO staff is currently working on this.

FINDING 4

SCC LAFCO Commissioners receive limited training about LAFCO and are not fully
educated as to their broad responsibilities to oversee LAFCO or LAFCO’s
responsibilities regarding special districts.

Response:
The respondent disagrees wholly with the finding.

All LAFCQO commissioners receive comprehensive orientation training on LAFCO upon
receiving their appointment to LAFCQO. Commissioners also have opportunities to
attend CALAFCO Conferences that include sessions on various aspects of LAFCQ,
including special districts. Many commissioners will be attending CALAFCOQO’s
upcoming Conference. Also, some commissioners have attended CALAFCO
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University’s daylong classes on specific LAFCO issues, such as fire district
consolidations and agricultural mitigation.

Additionally, LAFCO staff-does previdereceive training on a “just in time” basis. An
excellent example of this is the December 15, 2010 LAFCO staff report (please see

Attachment A) and presentation to LAFCO regarding the Countywide Fire Protection
Service Review and the specific options identified in the service review report for

achieving fire service efficiencies.

As another example — prior to processing the San Martin Incorporation Proposal,
LAFCO hired a consultant who was familiar with the incorporation process to provide

two special training sessions or workshops, for LAFCO, affected agencies and for the
community of San Martin on the incorporation process and issues. when-an-item-is
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Lastly, several Bay Area LAFCO Executive Officers, including Santa Clara LAFCO, are
trying to organize a CALAFCO University class regarding Hospital /Healthcare
Districts that commissioners would be encouraged to attend in order to gain greater
knowledge. The materials from that class could also be provided to commissioners at a
LAFCO meeting.

RECOMMENDATION 4A
SCC LAFCO Commissioners should initiate means to more completely understand the

full range of their authority, through independent learning and more thorough staff
briefings. : ‘ -

Response:

The recommendation has been implemented. Please see LAFCO's response to Finding 4
for further explanation.

RECOMMENDATION 4B

SCC LAFCO staff should use Commission information packets to provide “just in time”
training. Examples: present a full range of options when presenting
recommendations for Commission decisions, weigh the alternative options, include
information on the full range of LAFCO authority, and include broader contextual
information surrounding an issue on the agenda.
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Response:

The recommendation has been implemented. Please see LAFCO’s response to Finding 4
for further explanation.

We appreciate the Grand Jury’s interest in LAFCO of Santa Clara County. Thank you
for the opportunity to respond to the findings/recommendations presented in the
report.

Sincerely,

Liz Kniss, Chairperson
LAFCO of Santa Clara County

ATTACHMENTS

1. December 15, 2010 LAFCO Staff Report: 2010 Countywide Fire Service Review
Final Report and Sphere of Influence Updates for Fire Districts

2. August 3, 2011 LAFCO Staff Report: Proposed Work Plan for El Camino Hospital
District Service Review {see-enrrent-Agenda-ltem-Neo-5)
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The following is a summary of key steps necessary in a LAFCO initiated dissolution of a
district with concurrent annexation to another district.

LAFCO Initiation & Determinations

Dissolution may be initiated by a petition of landowners or voters, by a district, or by
LAFCO. LAFCO may initiate a dissolution or a reorganization which includes a
dissolution only if the proposal is consistent with a conclusion or recommendation in
the service review, sphere of influence update or special study and the Commission
makes both of the following determinations required in Government Code § 56881.

[GC §56375(a)(2)(F) & (a)(3)]:

1. Pubhc service costs of the proposal is likely to be less than or substantially
simnilar to the costs of alternative means of providing the service.

2. The proposal promotes public access and accountability for community services
needs and financial resources.

While the 2010 Countywide Fire Service Review contained information regarding this
issue and concluded that the dissolution of the SFD and annexation to the CCFD would
result in annual administrative cost savings in the amount of $118,000, additional
analysis is required to verify the data, address issues regarding the district’s assets and
liabilities in detail, and make the necessary findings. A detailed analysis of the cost
savings and fiscal impacts will require review of the agencies’ financial statements and
audits by an independent expert. Staff recommends that LAFCO retain an independent
financial consultant to prepare this analysis. It is anticipated that the cost could be
approximately $10,000, and should not exceed $15,000 for such review, analysis and
report / statement.

Property Tax Exchange

For jurisdictional changes that would affect one or more special districts, pursuant to
Revenue and Tax Code §99(b)(5), the County Board of Supervisors are required to
establish the amount of property tax transfer between the affected special districts.
Because this proposal involves the dissolution of SFD and annexation ofits territory to
CCFD, the key decision would be to establish how much property tax allocation CCFD
should receive. CCFD, upon taking over the service responsibility from SFD), is expected
to receive the same portion of the 1% tax allocation as SFD was receiving and it is
expected that no other agency would be affected by this transfer.

LAFCO Public Hearing and Protest Proceeding

LAFCOis required to hold a public hearing and provide appropriate notice on the
proposed dissolution / reorganization proposal. At the hearing, LAFCO may approve,
deny or approve with terms and conditions and set a date for holding a protest
proceeding in the affected territory. Based on the level of written protest received at the
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protest proceeding, the proposal may be terminated, ordered without election or be
subject to an election.

Election may be Required

The proposal is terminated if written protest is received from 50% or more of the voters
residing in the territory. [GC §57078]

If protest is received from at least 10% of the number of landowners within the district’s
affected territory who also own 10% of assessed value ofland within the territory or

from at least 10% of registered voters in the district’s affected territory, then an election
is required. [GC §57113(a)(1)&(b)]]

The proposal is ordered without election if it does not meet the above listed protest
thresholds. [GC §56854(a)(3)]

In the case of a dissolution proposal initiated by LAFCO, AB 912 eliminates the
requirement for an election — that is, the proposal is terminated if majority protest exists
and the proposal is ordered without an election if majority protest does not exist.

Flow charts depicting the regular dissolution process and the AB 912 streamlined
process are attached. (See Attachment B and Attachment C)

NEXT STEPS

Upon Comunission direction to proceed, staff will prepare a work plan and a Draft
Request for Proposals for consultants to prepare a special study focused on the potential
savings and impacts of dissolution of Saratoga Fire District and annexation to CCFD.

ATTACHMENTS

Attachment A: Letter dated August 16, 2011, from Harold S. Toppel, District Counsel
for the Saratoga Fire Protection District.

Attachment B:  Flow Chart for LAFCO Initiated Dissolution with Concurrent
Annexation

Attachment C:  Flow Chart for LAFCQO Initiated Dissolution under AB 912
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AGENDA ITEM # 8

_ Attachment A
ATEKINSON « FARASYN, LLP
ATTORNEYS AT LAW
660 WEST DANA STREET
REPLY TO: P.O. BOX 279
R LM, ATKINSON (1892-1982)
HAROLD S, TOPPEL MOUNTAIN VIEW, CALIFORNIA 94042 L 1. FARASYN (1915-1979)

TELEPHONE (650) 9676941
FACSIMILE (650} 967-1385

August 16, 2011

Neelima Palacherla
Executive Officer

Santa Clara County LAFCO
70 West Hedding Street
11% Floor

San Jose, CA 95110

Re: . Saratoga Fire Protection District
Request for Special Notice

Dear Ms. Palacherla;

Pursuant to Government Code Section 54954.1, request is hereby made for a copy of
the agenda for any regular.or special meeting of the Santa Clara County Local Agency
Formation Commission which contains any item pertaining to the Saratoga Fire Protection
District. The copy should be mailed to the undersigned at the above address.

‘ v truly yours,
“/ [

Harold S. Toppel

cc Saratoga Fire District



ATKINSON « FARASYN, LLF

ATTORNEYS AT LAW
660 WEST DANA STREET
REPLY TO: P.0. BOX 278
M. -19
HAROLD S, TOPPEL MOUNTAIN VIEW, CALIFORNIA 94042 o 1451970

TELEPHONE {650} 967-6941
racsiMiLE {650)967-1395

August 16, 2011

Neelima Palacherla
Executive Officer

Santa Clara County LAFCQO
70 West Hedding Street
11th Floor

San Jose, CA 95110

Re:  Saratoga Fire Protection District

Dear Ms. Palacherla:

The undersigned is the District Counsel for the Saratoga Fire Protectmn District
("the District” or "SFD").

The D1stnot's Board of Du*ectors has been advised by its- Chairman, Joe Long that
for the puirpose of dlscussmg the possible consohdatlon of SED. w1th the Santa Clai'a County
Central Fire Protectlon District ("CCED"). 'It is my understanding that dunng i;Ins meetmg
you referred to Assembly Bill No. 912, which amends Section 57077 of the G‘rovermnent
Code to expand the power of LAFCO to order the dissolution of a special district ‘without
first obtaining a request for dissolution by the governing body of the district and without a
vote by the residents of that district. As you probably know, AB 912 has now been passed
by the Legislature and was signed into law by the governor on July 25, 2011. Since it was
not enacted as an urgency measure, it will take effect on January 1, 2012 '

It is unclear to the SFD Board of D1rect0rs whether your meeting with Mr. Long was -
simply. a preliminary inquiry to determine whether the District had any interest in
exploring the possibility of consolidation with CCFD, or whether this meeting was an
advance, informal notice of an intention by LAFCO (or its staff) to initiate proceedings for
digsolution of SFD pursuant to Section 57077, as amended by AB 912. If only an inquiry
was intended, we are informed that Mr. Long stated unequivocally that SFD} had no
interest whatsoever in dissolving itself and consolidating with CCFD. . Mr. Long further
stated to you that any attempt by LAFCO .to initiate a dissolution would be. vigorously
opposed by the District and itg many supporters in-the community.. I sh0u1d remind you
‘that when the- D15tr1ct went - to ‘its ‘constituents- for: approval :of . assessments to. ﬁnanoe
constructlon of its new fire’ statioh; the measure’ recelved over 88%: approval by the voters .
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Although the District's opposition to an involuntary dissolution has been clearly
communicated, we feel it is necessary to offer some additional comments on AB 912, just in
cage serious consideration is still being given to a LAFCO initiated dissolution of SFD. For
starters, it should be noted that the Saratoga Fire District does not fit the description of a
special district suitable for dissolution pursuant to AB 912. As stated by the Senate Rules
Committee Office of Senate Floor Analyses, AB 912 is intended to facilitate dissolution of
"identified vestigial districts that linger because no one wants to take the time to get rid of
them.” The SFD can hardly be classified as "vestigial" It is actively conducting its
business, as it has done for the last 88 years. No desire to dissolve the District has been
expressed by the SFD Board, the residents of the District, or the CCFD Board. During his
recent meeting with you, Mr. Long asked what actual benefits the residents of the District
would obtain from a dissolution of SFD. He received no response.

It is our understanding that LAFCO has not consulted with CCFD concerning a
proposal to dissolve SFI). We assume you are aware of the fact that a dissclution is not the
same thing as a consolidation and each has a different definition in the Act (compare
§56030 and §56035). AB 912 only applies to dissolutions and does not give LAFCO the
power to order a consolidation or merger of the gpecial district being dissolved with any
other special district or the abnexation of its territory to any other district. This is
consistent with the presumption inherent in AB 912 that only the "vestigial" remains are
being dissolved of a special district that is no longer actively performing any governmental
functions — which certainly is not the case with regard to the SFD. :

Government Code Section 57077 is part of the Cortese-Knox-Hertzberg Local
Glovernment Reorganization Act of 2000 (Government Code §§56000 et seq.)("the Act”). A
careful analysis of Section 57077, as now amended by AB 912, shows that LAFCO cannot
simply adopt a resolution to dissolve a special district. Commission inifiated proceedings
for dissolution must be consistent with prior action of the Commission pursuant to Section
56378 Iservice area studyl, 56425 [sphere of influence], or 56430 [service review].
§57077(®). To satisfy this requirement, we assume you would be relying upon the 2010
Countywide Fire Service Review Report as constituting such "prior action." However, as
you may recall, the SFD raised numerous objections to the draft Report, as set forth in a
letter to LAFCO dated October 18, 2010, a copy of which is enclosed for your reference. The
defects mentioned in our letter were not corrected in the final Report and we still consider
that Report to be factually and legally flawed.

Since a dissolution of SFD would not be initiated by the District Board, it would
necessarily be a commission-initiated proceeding governed by paragraph (b)(2) of Section
57077, which reads as follows (italics added):

2) If the dissolution is initiated by an affected local agency, by the commission
pursuant to Section 56375, or by petition pursuant to Section 56660, order the
dissolution after conducting at least one noticed public hearing, and after conducting
protest proceedings in accordance with this part. Notwithstanding any other law,
the commission shall terminate proceedings if a majority protest exists in
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August 16, 2011
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accordance with Section 57078. If a majority protest is not found the commission
shall order the dissolution without an election.

So the starting point of a commission initiated dissolution proceeding would be
Section 56375 of the Act. That Section requires adoption by the commission of a resolution
of application for dissolution of a district. §56375(w)(2)(B). Subsection 56375(a)(3) would
require that a digsolution proposal not only be consistent with the service review, but the
commission must also make the determinations specified in Subsection 56881(b), which
consist of both of the following:

(1) Public service costs of a proposal that the commission is authorizing are
likely to be less than or substantially similar to the costs of alternative means of
providing the service; and

(2) A change or organization or reorganization that is authorized by the
commission promotes public access and accountability for community services needs
and financial resources.

As stated in our objections to the draft service review, there is no evidence that
diggolution of the District will result in any material cost savings. The District Board
receives no compensation for its services and the functions now being performed by District
employees would still need to be performed by a successor agency. Many of the District
costs are fixed and cannot be reduced, such as debt service on its bond issue and the cost of
owning and operating the newly constructed fire station.

Even if the commission purports to make finding No. (1), it is difficult to see how
finding No. (2) can honestly be made. The District Board is comprised of elected members
who reside in the District and are readily accessible to its residents. Board meefings are
conducted monthly at the fire station and each regular meeting includes financial, service,
and facility reports. The District's budget iz determined by the District Board which
exercises direct control over the cost and level of fire protection service provided to the
community. The revenue and expenses of the District are not buried in some obscure
location within a massive County budget, Persons having business with the District only
need to attend a meeting in the immediate neighborhood rather than travel to the County
Building. The District is not engaged in any other activity besides fire protection service
and its Board is directly accountable to the community. How this existing access and
accountability would be improved by a dissolution of the District is a question LAFCO has
utterly failed to answer. The legal burden would be upon LAFCO to set forth substantial
evidence to support finding No. (2) in the resolution of application and we do not believe
that such burden ean lawfully be sustained.

Should the commission adopt a resolution of application, the above-quoted language
of Section 57077(b}2) requires that protest proceedings be conducted "in accordance with
this part." The term "this part” refers to all of Part 4 of the Act, consisting of Sections



Neelima Palacherla
August 16, 2011
Page 4

57000 through 57204.1 Notice of the protest hearing must be given not less than 21 or more
than 60 days prior to the hearing. §57002. Even if the number of voters in the District
exceeds 1,000 (which might then permit notice to be given by publication and posting only)
we believe that the serious nature of the proposal dictates that notice be given by mail to
each registered voter in the District. The protest hearing must be conducted within the
territorial boundaries of the District. $57008. The notice must contain all of the
information required by Section 57026 of the Act, including a statement of the manner in
which and by whom the dissolution proceedings were initiated and the reasons for the
proposed dissolution. We believe the requirements for adequate notice would obligate the
commission to set forth the legal and factual justifications for the digsolution proceedings it
has elected to initiate, '

Subsection 57077 (b)(2) states that the dissolution proceedings must be terminated if
a majority protest exists in accordance with Section 57078 of the Act, which is 50% or more
of the voters residing in the territory. However, AB 912 did not amend Section 56854 of the
Act, which requires the conduct of an election "notwithstanding Section 57077" if written
protests are filed that meet the requirements of Section 57113 of the Act, which is 10% of
the registered voters. So what is the applicable percentage for a protest? We do not think
the statement “notwithstanding any other law" contained in Section 57077 resolves the
issue. It can be argued that these sections can be reconciled by an interpretation that they
are not mutually exclusive, especially since Section 57077 is expressly excluded from the
application of Section 56854. In other words, a 10% protest under Section 56854 will
mandate an election but will not terminate the proceedings, whereas a 50% protest under
57078 will terminate the proceedings. In any case, if LAFFCO seeks to pursue a dissolution
of SFD, this may become a legal question for a court to resolve.

We hope the objections and legal issues raised in this letter will encourage LAFCO
to discontinue any further consideration of initiating proceedings for dissolution of the
Saratoga Fire District. If you have any questions concerning the foregoing, please feel free

to contact me.
truly yours,
Mﬁ&
a

rold 8. Toppel
District Counsel

ce: Board of Fire Commissioners
LAFCO Commissioners

t This language should negate the provision in Section 57000(a) that protest proceedings "not
described in Section. 57077" be conducted in accordance with Part 4. Consequently, all of Part 4 is
applicable to dissolutions pursuant to Section 57077.
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October 18, 2010

LAFCO of Santa Clara County
70 West Hedding Street

11tk Floor, Bast Wing

San Jose, CA 95110

Re:  Draft 2010 Countywide Fire Service Review Report
Dear Commissioners:

The Board of Fire Commissioners of the Saratoga Fire Protection District ("SFD")
has reviewed the Draft 2010 Countywide Fire Service Review Report ("the Report") and we
would offer the following comments with regard to the sections of the Report dealing with
SFD.

The Report makes a blanket assumption, with absolutely no factual support, that a
dissolution of SFD and annexation of its territory to the County Central Fire Protection
District ("CCFD") "would result in reduced administrative costs and would make
accountability for service more transparent.” (Section 1.4.8). Elsewhere in the Report, it is
stated that consolidation of SFD with CCFD would produce estimated annual savings of
$188,000, but the Report contains no discussion as to how this number was determined.

Whether or not SFD is consolidated with CCFD, certain operating and
administrative costs will be incurred and we seriously question the so-called "savings" that
are assumed in the Report. Moreover, we strongly dispute the claim that a consolidation
will increase accountability for service. The SFD has been an integral part of the
community for 87 years. When a measure was placed on the ballot for voter approval of a
bond issue to finance the construction of a new fire station, it received over 88% support by
the voters. Persons having business with the District Board need only attend a regular
meeting at the fire station and will be given primary attention, as opposed to being an
incidental item of business on the large agenda of the County Board of Supervisors. The
SFD budget is a separate document, adopted by the District Board and the financial status
of the District is reported to the Board at each regular monthly meeting. The notion that
greater "{ransparency" can be achieved by having the SDF revenue and expenses buried

- within a massive County budget simply defies common sense.

We cannot determine from the Report whether the recommendation is for a
dissolution, consolidation, annexation or other proceeding, and we understand from our
legal counsel that there are differences between these terms, but one common feature
seems to be that if any such proceedings are initiated by LAFCO, they would be subject to
protest and if sufficient protests are filed, an election must be conducted to obtain voter
approval. Please keep in mind that neither the SFD or the CCFD has expressed any
interest in dissolution of SFD or a comsolidation of both districts. Since CCFD is a
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SARATOGA FIRE DISTRICT

SERVICE SINCE 1923

dependent district governed by the Board of Supervisors, we do not believe that
congolidation is even a legal option. In any case, LAFCO will not be receiving a petition
from the governing board of SFD requesting dissolution, annexation, consclidation or any
other form of merger with CCFD. If LAFCO desires to pursue this course of action, it would
have to be through a proceeding initiated by LAFCO, and should this occur, you can
certainly expect very strong opposition from SFD. We believe that such LAFCO-initiated
proceedings would also be opposed by CCFD.

In the past, concerns have been expressed over the fact that two separate districts
were providing fire protection service for the City of Saratoga. With the transfer of SFD
employees to CCFD and the establishment of a unified command along with a Service
Agreement between SFD and CCFD, these concerns have been eliminated. However, the
continued existence of SFD still provides a point of local contact and control over the cost
and level of service and the availability of a governing body that can be responsive to
community needs and requests regarding its fire protection service. Yet the Report
completely ignores these continued benefits.

We have no objection to the establishment of a zero sphere of influence for SFD.
However, it does not logically follow that because the District has no SOI it should therefore
be dissolved, as suggested in Section 7.4.3 of the Report. The District has never existed for
the purpose of annexing territory within an adjacent SOI; it was established to provide fire
protection Service within its own territory and is still serving that function 87 years later
and does not require an SOI to do so.

Since the Report is only in draft form, we request that all references to the
dissolution, consolidation, or annexation of SED and its merger with COFD be deleted from
the final report.

Very truly yours,
SARATOGA FIRE PROTECTIO DISTRICT

By: O/ﬁ

Joe L{:’)fﬁg, S airman

cer Boa:rd of Fire Commissioners
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AGENDA ITEM #8
Attachment B

LAFCO-Initiated Dissolution with Concurrent Annexation

GC §56375(a) (2)(F) & (3)

LAFCO initiates proposal by resolution of application and sets pubtic hearing date

[GC §56375(a)2)}F)&(3)]

¥

PROPERTY TAX EXCHANGE

Agencies adopt resoluiion of property tax exchange [R&T 99(b}(4}]
{On behalf of special districts, the County BoS negotiates a property tax exchange and adopts a resolution of tax exchange)

[R&T 99(b)(5)]

v

LAFCO PUBLIC HEARING

LAFCO staff Issues Certificate of Filing [GC §56658(g)]
LAFCO Staff Prepares Staff Report and Findings and Provides Public Hearing Notice [GC §56660 & §56661]

[
Within 90 days
¥

LAF CO holds public hearing to consider dissolution/annexation [GC §56880}

/\

i LAFCO does nct approve proposat

v

LAFCO approves dissolution / annexation

I LAFCO terminates proposal '

v

LAFCO staff provides notice of protest hearing
(GC §57025) between the 30th and 35th day
following the LAFCO Hearing and sets date for Protest
Proceeding between 21 to 60 days of Notice date

y

LAFCO PROTEST PROCEEDING
LAFCO staff holds protest proceedings and accepts protest from
registered voters and landowners [GC §57050 & §57051]

v

LAFCO staff determines value of protest within 30 days [GC §57052]

H

v
Pursuant to GC §57077, § 56854{a)(3)and § 57113(a}(1)&(b), if a petition requesting that
the proposat be submiited to confirmation by the voters is signed or written protest is submitted:

By 50% or more of the voters residing in
the territory [GC §57078}

v

Proposai is abandoned

By at least 10% of number of fandowners
within any affected district within the
affected territory who own at least 10% of
the assessed value of land within the
territory...

OR
At least 10% of the voters entitled to vote as
a result of residing within, or owning land
within, any affected district within the
affected territory...

[GC §57113(a)(1) & (b}]

That does not meet the
requirements in GC §57113
[GC §56854(a)(3)]

Order proposal without election

ELECTION
Order proposal subject to election

;_._......_J

Majority of voters dis
{GC §57179]

"

approve

y

Majority of voters, approve
[GC §57176]

Terminate proceedings J

issue Cerificate of Completion

LAFCO of Santa Clara County
Aprit 2011




AGENDA ITEM # 8
‘Attachment C
LAFCO-Initiated Dissolution Under AB 912

GC §56375(a) {2)(F) & (3) and §57077(b)*
*Effective January 1, 2012

LAFCQO initiates proposal by resolution of application and sets public hearing date
[GC §56375(a)(2)(F)&(3)]

I

PROPERTY TAX EXCHANGE
Agencies adopt resolution of property tax exchange [R&T 99(b){4)}
{On behalf of special districts, the County BoS negotiates a property tax exchange and adopts a resotution of tax exchange)
[R&T 99(b)}(5)}

!

LAFCO PUBLIC HEARING
LAFCO staff Issues Certificate of Filing [GC §56658(g}]
LAFCO Staff Prepares Staff Report and Findings and Provides Public Hearing Notice {GC §56660 & §56661]

Within 90 days

LAFCO holds public hearing to consider dissolufion/annexation

‘/\;

LAFCO does not approve proposat LAFCO approves dissolution / annexation
y y
LAFCO terminates proposal LAFCO staff provides notice of protest hearing
(GC §57025) between the 30th and 35th day

following the LAFCO Hearing and sets date for Protest
Proceeding hetween 21 to 60 days of Notice date

y
LAFCO PROTEST PROCEEDING
LAFCO staff holds protest proceedings and accepts protest from
registered voters and landowners [GC §57050 & §57051]

y

LAFCO staff determines value of protest within 30 days [GC §57052]

Pursuant o GC §57077, § 56854(a)(3)and § 57113(a)(1)&(b}, if a petition requesting that
the proposal be submitted to confirmation by the voters is signed or written protest is submitted:

4/\

By 50% or more of the voters residing in the By fess than 50% of the voters residing in the territory
territory [GC §57078] [GC §57077(b}}
¥ i
Proposat is abandoned Order proposal without election

h 4

Issue Certificate of Compietion

LAFCO of Santa Clara County
September 2011






with and completed all necessary paperwork as required by the State Board of
Equalization.

In May 2011, LAFCO staff provided each city (except Campbell and Palo Alto which do
not have unincorporated islands) with a customized letter requesting that they review
their remaining unincorporated islands to determine whether the city intends to retain
them within their Urban Service Area (USA) for eventual annexation. For those islands
identified by a city as not appropriate for annexation, staff requested that the city
consider whether to exclude these areas from their USA and to notify LAFCO of their
decision. In response to the letter, LAFCO staff is now working with Los Altos Hills,
Milpitas, Santa Clara, and Sunnyvale on potential island annexations and with the City
of Cupertino on potential USA amendments.

In the summer and fall of 2010, LAFCO participated in several meetings between the
City of San Jose and the Santa Clara County Central Fire Protection District (CCFD)
concerning San Jose’s potential annexation of the unincorporated island referred to as
“Cambrian No. 36,” in order to discuss potential options for providing fire protection
services to the area upon annexation. LAFCO staff also provided the City of Campbell
with information on USA amendment and annexation process.

URBAN SERVICE AREA AMENDMENTS AND SPHERE OF INFLUENCE AMENDMENTS

LAFCO approved one urban service area amendment for the Town of Los Gatos that
involved 24.97 acres of land owned by the Midpeninsula Regional Open Space District.
LAFCO approved an amendment of Santa Clara County Central Fire Protection
District’s (CCFD) Sphere of Influence as part of a special district annexation that
LAFCO processed in Fiscal Year 2010-2011.

Additionally, as part of LAFCO’s adoption of the 2010 Countywide Fire Service Review,
LAFCO:

1) retracted CCFD's SOI to exclude lands on the southeastern edge to be consistent with
the district’s boundary established by the annexation effective on September 28, 2010
(CCFD SOI Amendment & Annexation 2010-10), and retracted the CCFD’s SOI to exclude
lands that were annexed to the City of Los Altos and concurrently detached from CCFD
in the June 19, 2006 annexation of Los Altos Pocket No. 2: Woodland Acres;

2) retracted Los Altos Hills County Fire District’s SOI to exclude lands annexed to the
City of Los Altos and concurrently detached from the LAHFD in the June 19, 2006
annexation of Los Altos Focket No.1: Blue Oak Lane to the City of Los Altos; and

3) established a zero SOI for the Saratoga Fire Protection District as it is appropriate for
the district to be dissolved and included in the CCFD.

SERVICE REVIEWS

State law mandates that each LAFCO conduct service reviews prior to or in conjunction
with sphere of influence updates for districts and cities which must be conducted once
every 5 years. LAFCO completed its initial set of service reviews and
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reviewed /updated all the cities” and special districts’” spheres of influence to meet the
statutory deadline of January 1, 2008. LAFCO has now initiated the next round of
reviews and sphere updates.

2010 Countywide Fire Service Review

LAFCO completed its Countywide Fire Service Review involving a comprehensive
review of fire protection service and emergency medical service provision in Santa
Clara County. The Final Service Review Report which includes recommendations for
the four special districts that provide fire service was adopted by LAFCO in December
2010 and is available on the LAFCO website.

Implementation of Options Identified in the Countywide Fire Service Review Report

In December 2010, LAFCO directed staff to pursue further research of the specific
options identified in the Countywide Fire Service Review Report for achieving fire
service efficiencies and to report back to the Commission. Staff has been working
with affected agencies or providing assistance as needed on the three issues that
were identified as potentially involving LAFCO or requiring LAFCO action:

1) Options for funding and providing fire service to underserved areas in the
unincorporated County

2) Regional fire and emergency medical service delivery for the South County
region

3) Analysis of governance structure options for fire districts contracting for services
with another fire district (Saratoga fire Protection District and Los Altos Hills
County Fire District)

2011 Countywide Water Service Review

LAFCOis currently in the process of conducting a Countywide Water Service Review
involving a comprehensive review of water service provision in Santa Clara County.

In October 2010, LAFCO established a technical advisory committee (TAC) to serve asa
liaison with affected agencies, to help select a consultant for the project and to provide
technical expertise/advice through the process. The TAC consists of LAFCO
Commissioner Susan Vicklund-Wilson, appointed by LAFCO; Monte Sereno City
Manager Brian Loventhal, appointed by the County/Cities Managers” Association;
Morgan Hill Engineering Deputy Director Karl Bjarke, appointed by the County
Municipal Public Works Officials” Association; and three representatives from the Santa
Clara County Water Retailers” Group including SCVWD Chief Operating Officer Jim
Fielder, City of Santa Clara Director of Water & Sewer Utilities Chris de Groot, and
California Water Service Company Water Resource Planning Engineer Michael
Bolzowski. The consultant team of Baracco Associates, Pohicy Consulting Associates
and The Shibatani Group, selected through an RFP process, has been retained by
LAFCO to conduct the service review.
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LAFCO staff is working with the consultants to prepare the Draft Service Review
Report and sphere of influence recommendations for the four water districts and two
resource conservation districts. The report will be available for pubhc review and
comment on the LAFCO website.

Revised Work Plan for LAFCO’s Second Round of Service Reviews

At the June 2011 meeting, LAFCO revised the service review work plan to authorize
staff to conduct a single countywide service review for all services (excluding fire
protection service and water service) provided by cities and special districts. It is
anticipated that the timeline for completing the countywide service review will extend
into Fiscal Year 2012-2013 given the number of agencies that will need to be addressed
and that such a time-line would provide for the review to be completed, if necessary, in
two phases and funded over two fiscal years (i.e. FY 2011-2012 and FY 2012-2013).

El Camino Hospital District (ECHD) and Upcoming ECHD Audit and Service Review

In early 2011, LAFCO staff began researching several issues concerning the ECHD -
specifically trying to resolve the issue of whether ECHD is providing services beyond
its boundaries by funding the purchase of a hospital in Los Gatos. During the course of
this research, other issues relating to transparency in the financial and operational
relationship between the ECHD and the El Camino Hospital (Corporation), a 501(c)(3)
corporation, and questions regarding the purpose / functions of the ECHD and its use
of property tax revenues also came to light. Based on the information provided by the
ECHD, LAFCO staff concluded that the ECHD funds were not used by the Corporation
for the acquisition/operation of the hospital in Los Gatos, that the ECHD did not
contribute monies directly to the purchase or operation of the hospital in Los Gatos and
that the ECHD is therefore not providing services outside its boundaries. In June 2011,
rather than accept this conclusion, LAFCO requested that a service review and audit be
conducted of the ECHD in order to verify this information and conclusion. LAFCO
directed staff to develop a work plan for conducting a focused service review and audit

of the ECHD to help resolve the issues identified.
COMMENT LETTERS ON POTENTIAL LAFCO APPLICATIONS

In order to ensure that LAFCO’s concerns are considered as early as possible in the
planning and development review process and prior to submittal of a LAFCO
apphcation, LAFCO provides comments to an agency during their project scoping and
environmental review process. During the Fiscal Year 2010-2011, staff provided
comments on the following projects:

Comments on California High Speed Rail Authority Regarding the East Gilroy Station

In March 2011, LAFCO staff provided a comment letter to the Cahfornia High Speed
Rail Authority regarding the potential East Gilroy Station location for the proposed
High Speed Rail Project. The letter: 1) clarified LAFCO's potential role in the
implementation of the East Gilroy station location; 2) highlighted some of the significant
areas of conflict between the proposed East Gilroy station location and LAFCO policies;
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and 3) encouraged the consideration of alternative station locations that are more
consistent with LAFCO policies, state law and other local/regional interjurisdictional
goals, plans and policies.

Comments on Morgan Hill’s Southeast Quadrant Project and Agricultural Mitigation
Policies

LAFCO staff has been following the Morgan Hill Southeast Quadrant (SEQQ) Project
since 2008 and providing comment letters to the City since early 2010. In November
2010, staff submitted a comment letter in response to the City’s Notice of Preparation
(NOP) for an environmental impact report for the SEQ Project. According to the NOP,
the Project will require approval from LAFCO for the annexation and inclusion of the
area into the City’s Urban Service Area. Therefore LAFCO is a Responsible Agency
under CEQA. The letter noted that the NOP does not provide a clear or sufficiently
detailed description of the Project and requested that the City provide LAFCO with a
more complete project description that includes the specific language for the various
project components and identifies the probable environmental effects of the Project. The
letter also noted that the Project is a major revision of the City’s General Plan and
should be considered in the context of a comprehensive general plan update and should
involve broad stakeholder participation. Staff also noted that there are many issues and
unanswered questions concerning the proposed Project’s consistency with City,
County, and LAFCO Policies (as identified in this and previous LAFCO letters) and
recommended that these issues be addressed as early as possible in the process.

ADMINISTRATIVE ACTIVITIES

Preparation and Adoption of Annual Budget

As an independent agency, LAFCO adopts an annual budget in June of each year. A
sub committee of two commissioners, Pete Constant and Mike Wasserman reviewed
and recommended the draft budget prepared by staff for consideration and approval by
the full commission. In addition to adopting an annual budget in a timely manner, the
following is a hsting of other administrative projects that LAFCO undertook during the
fiscal year.

Amendment to the MOU between LAFCO and the County of Santa Clara

In October 2010, LAFCO approved an amended and restated Memorandum of
Understanding (MOU) between LAFCO and the County of Santa Clara relating to the
terms and conditions upon which the County will provide staffing, facilities and
support services to LAFCO. The amended MOU reflects the unique classifications
established by the County Board of Supervisors in 2008 for LAFCO's staffing needs and
refers to the LAFCO Analyst position as the LAFCO Assistant Executive Officer as
he/she may serve as the Executive Officer during his/her absence and refers to the
LAFCO Office Speciahst as the LAFCO Clerk. Additionally, the provision pertaining to
legal services was deleted in the MOU because in February 2009, LAFCO retained a
private firm to provide general legal counsel services to the Commission and

Page 5 of 8



terminated its contract with the County Counsel’s Office. Furthermore, the provision
pertaining to “risk management” was deleted to reflect LAFCO's purchase of insurance
coverage from an outside agency since July 2010.

Amendment and Approval of LAFCO’s Conflict of Interest Code

LAFCO adopted its Conflict of Interest Code by resolution in April 2010. As required,
LAFCO forwarded the adopted Code to the Santa Clara County Counsel’s Office for
review and submittal to the County Board of Supervisors for their approval. Alfter
LAFCO Counsel revised the Code to address concerns raised by the County Counsel’s

Office, the County Board of Supervisors approved the amended Conflict of Interest
Code for LAFCO in November 2010.

Implementation of an Electronic Documents Management System

LAFCO continued to work on creating an electronic documents management system for
LAFCO's documents. By the close of the fiscal year, LAFCO had reviewed all of its
historical files and Peelle Technologies had scanned 90 % (3,840 records) of LAFCO’s
files covering the period of 1963 to 2009. These files included city conducted
annexations/reorganizations and urban service area amendments. The files were
digitally imaged, indexed, made text searchable, and added to LAFCO'’s system by
Peelle Technologies who was retained by LAFCO for this project.

PARTICIPATION IN CALAFCO ACTIVITIES

As a dues paying member of the California Association of LAFCOs, Santa Clara LAFCO
is actively involved in CALAFCO activities. The following is a summary of our
participation during this fiscal year:

CALAFCO Executive Board Member

Commissioner Susan Vicklund-Wilson’s fifth term on the CALAFCO Executive Board
ended in August 2011. In 2010-2011, she served as the Chairperson of the Board and
prior to that she has served in various positions including vice-chairperson, secretary
and treasurer.

CALAFCO Legislative Committee

Commissioner Wilson and Executive Olfficer Palacherla serve on CALAFCO's
Legislative Committee which meets regularly during the legislative session to propose
new legislation to help clarify LAFCO procedures or to address LAFCO issues, and to
discuss and take positions on proposed legislation affecting LAFCOs. Both
Commissioner Wilson and Executive Officer Palacherla participate on the Committee’s
various working groups to review, refine or propose changes to the existing language in
the Cortese Knox Hertzberg Act, as needed.

2010 CALAFCO Annual Conference

In August 2010, LAFCO staff and Commissioner Wilson attended the 2010 CALAFCO
Conference held in Palm Springs. Both Commissioner Wilson and Executive Officer
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Palacherla participated on a panel entitled “General LAFCO Procedures and
Authorities: LAFCO 201.” Commissioner Wilson discussed the role of a LAFCO
commissioner in balancing competing interests, in establishing productive relationships
between LAFCO and local governments and in proactively informing local agencies
about LAFCO policies and issues. Executive Officer Palacherla provided a presentation
on island annexations, LAFCO’s successful island annexation program and the
challenges that still exist in terms of annexing the remaining unincorporated islands.

2011 CALAFCO Staff Workshop

LAFCO staff attended the 2011 CALAFCO Staff Workshop in early April which was
hosted by Ventura LAFCO. In a session entitled “Noticing Basics,” Legal Counsel
Subramanian discussed noticing requirements under the Brown Act and Analyst Noel
discussed noticing requirements under the Cortese-Knox- Hertzberg Act. In a session
entitled “Fixing and Avoiding Mistakes,” Executive Officer Palacherla and Clerk Abello
facilitated an interactive discussion on how to fix and avoid common LAFCO mistakes.

New CALAFCO Website

In 2011, Clerk Abello worked with CALAFCOQO Executive Director and a subcommittee
of other LAFCO staff from across the state to develop a new and improved website for
the Association. CALAFCO members have been encouraged to test drive the new
website and to provide their feedback and suggestions on additional improvements that
may be done before the new website is officially launched.

PARTICIPATION ON OTHER REGIONAL OR COUNTYWIDE ASSOCIATIONS / ISSUES

The following is a summary of the various meetings that LAFCO staff regularly attends
and/ or contributes its expertise.

Participation in California Forward’s Regional Stakeholder Roundtables on Smart
Government Framework

In spring of 2011, LAFCO staff attended and participated in two of Cahfornia Forward's
regional stakeholder roundtables and commented on their Draft Smart Government
Framework. The Framework outhnes a government restructuring plan intended to
produce better results for both taxpayers and those who rely on government services
and includes draft proposals that would affect the responsibilities and authorities of
LAFCOs. CALAFCO sent a comment letter on the Draft Framework outhning its
concerns and the Draft Framework was revised to address many of those concerns.
However, LAFCO and CALAFCQO continue to monitor California Forward’s efforts,
particularly as they relate to LAFCOs.

Participation in the Meetings of 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.
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Participation in the Meetings of the Santa Clara County Association of Planning
Officials (SCCAPO)

LAFCO staff continues to periodically attend the meetings of the Santa Clara County
Association of Planning Officials and provides an update to SCAAPO on LAFCO
activities that are of interest to cities. A large part of SCAAPO's discussions this year
have been about SB 375 & Sustainable Communities Strategy and how local
jurisdictions in Santa Clara County are planning to address this requirement.

Participation on the Inter-Jurisdictional GIS Working Group

LAFCO staff participates in the monthly meetings of the Inter-Jurisdictional GIS
Working Group which includes staff from County Planning, County ISD, County
Surveyor, County Assessor, County Communications and Dispatching, County
Registrar of Voters, and County Roads and Airports. The Group systematically reviews
and resolves various city, special district, and tax rate area boundary discrepancies that
affect the various county departinents, LAFCO, and those that rely on accuracy of the
County’s GIS data. The decisions of the Group, including references to specific recorded
maps and legal descriptions, are documented in a GIS change layer that is maintained

by the County Planning Office.
Presentation to the Santa Clara County Civil Grand Jury

In September 2010, LAFCO staff made a presentation to the Santa Clara County Civil
Grand Jury on LAFCO, at their request.

COMMISSION AND STAFF CHANGES

In December 2010, the County Board of Supervisors appointed Mike Wasserman as the
County’s representative to LAFCO replacing Don Gage whose term on the County
Board ended in December 2010. LAFCO commissioners serve 4-year terms. In June
2011, LAFCO reappointed Susan Vicklund-Wilson as LAFCO public commissioner and
Terry Trumbull as LAFCO alternate commissioner, to new four-year terms which will

end in May 2015,

There is no change in the level of LAFCO staffing from the previous year. All three
positions (Executive Officer, Analyst and Clerk) are staffed at a full time level. Other
staff that regularly assist with LAFCO work include the LAFCO Surveyor who is
staffed through the County Surveyor’s Office and staff from the Assessor’s Office.

ATTACHMENT

Attachment A: LAFCO Application Processing Activity Summary FY 2010-2011
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Gilroy - Gilroy staff is preparing a written response and indicated that the City is
interested in annexing 1 of their 4 remaining islands. LAFCO staff is awaiting their
response.

Los Altos Hills, Milpitas, Santa Clara, and Sunnyvale- Staff from each of these cities
have indicated that their City is interested in annexing their respective remaining
islands. LAFCO staff has provided City staff with the materials to begin the process and
LAFCO staff is awaiting these requests.

Monte Sereno — Letter from City Manager indicated that Monte Sereno has no plans for
annexing islands through the island annexation process. However, the City will
consider annexation of individual parcels, on a case by case basis, as property owners
voluntarily avail themselves of development projects that trigger the City’s right to
annex their property.

Cupertino — Letter from the City’s Community Development Director addresses the
status of each of the City’s five remaining islands. LAFCO staff has also met with
Cupertino staff to discuss the City’s concerns and plans in greater detail. Cupertino staff
indicated that the Cupertino has no immediate island annexation plans. However, City
staff said that they would request, during their upcoming budget planning process, the
necessary resources to initiate a clean-up of the City’s USA boundary in the Rancho San
Antonio Area and the Regnart Canyon Area.

Mountain View — Letter from the City’s Community Development Director indicated
that the City has no immediate plans to initiate island annexations for their two
remaining islands. The City will continue to defer the annexation of the Shenandoah
Housing Area (which are Federal lands currently used for military family housing),
until such time as the property is converted to private ownership. The City also
indicated that because their other island is located on the Moffett Federal Airfield and is
a remote location within their Urban Service Area (USA), they are not sure how the City
would benefit by removing this island from their USA (since the City does not provide
services to this parcel nor will it in the foreseeable future). They noted that if there is
inadequate benefit, then Mountain View may stay with the status quo.

The Cities of Los Altos, Los Gatos, Morgan Hill, San Jose, and Saratoga have not
responded to LAFCO's letter and LAFCO staff has contacted them a second time to
encourage a response. LAFCO staff also continues to advise Campbell and San Jose
concerning the key steps and process necessary for Campbell to annex Cambrian No. 36
as the two cities have reached an agreement that would allow consideration of this
alternative. Campbell staff indicated that they plan to apply to LAFCO for the necessary
boundary changes in February 2012.
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10.3 UPDATE ON IMPLEMENTATION OF LAFCO’S ELECTRONIC DOCUMENT
MANAGEMENT SYSTEM

For Information Only

As of August 29, 2011, all official records for the period 1963 to 2010 have been digitally
imaged, indexed, made text searchable and added to LAFC(Y's system by Peelle
Technologies who was retained by LAFCO for this project. LAFCO files include city
conducted annexations/reorganizations, urban service area amendments, out-of-agency
contracts for services, sphere of influence amendments, special district
formations/dissolutions and district annexations/detachments, city incorporation,
boundary agreements, minutes and historical documents. This completes the first phase
of LAFCO’s Electronic Document Management System (EDMS) project. LAFCO staff
and Peelle Technologies will now work on the next phase of this project which includes
using the system to manage the workflow of the LAFCO office and to reduce the
office’s use of paper for LAFCO processes, where possible.

10.4 GILROY HIGH-SPEED TRAIN STATION VISIONING PROJECT

For Information Only

LAFCO staff was invited to attend a stakeholder meeting for the Gilroy High-Speed
Train Station Visioning Project on September 20, 2011. The purpose of the meeting was
to get input from affected agencies about the potential benefits and challenges of a high-
speed train station in Gilroy. As part of the Visioning Project, the City has been holding
several workshops in the community in order develop a vision for two different
potential locations for a high-speed train station and associated transit-oriented
development. One potential station location is east of the Gilroy Outlets in the County’s
Agricultural Preserve, while the other potential location is in downtown Gilroy along
Monterey Road. At the stakeholder meeting, LAFCO staff reiterated comments from its
March 17, 2011 letter to the California High Speed Rail Authority regarding the
potential East Gilroy Station location, specifically:

¢ LAFCO's potential role in the implementation of the East Gilroy station location,

¢ Some of the significant areas of conflict between the proposed East Gilroy station
location and LAFCO policies, and

¢ Encouraging the consideration of alternative station locations that are more
consistent with LAFCO policies, state law and other local /regional inter-
jurisdictional goals, plans, and policies.

10.5 REPORT ON THE 2011 CALAFCO ANNUAL CONFERENCE

For Information Only

LAFCO staff and Commissioners Constant, Kniss, and Wilson attended this year’s
CALAFCO Annual Conference which was held in Napa from August 315 through
September 274, The program for the first day of the conference included a mobile

Page 3of 4



workshop on sustaining agriculture in the Napa Valley, a pre-conference session on
LAFCO basics, a general session entitled “The Big Picture: Exploring Cahfornia’s
Growth Trends,” and roundtable discussions for commissioners, staff, and attorneys.

In addition to the CALAFCO Business Meeting, Thursday’s program included morning
breakout sessions on Managing the Agricultural/Urban Interface; The Stanislaus
Experience: Three Fire Agencies’ Regional Approach to Cooperative Solutions in
Challenging Times; The Next Generation of Municipal Service Reviews: Improving
Value by Increasing Collaboration; and LAFCO 201: Ethics and LAFCO. Thursday’s
program also included a general session on Disincorporation/Consohdation of Cities
(Exit Strategies) and afternoon break-out sessions on

Dissolution /Consohdation/Insolvency Issues and Trends with Special Districts;
Recycled Water: Growth Management Challenges and Opportunities; Making
California Work Again: Restructuring State-Local Relationships; and Environmental
Justice Issues and Case Studies. At Thursday’s CALAFCO Achievement Awards
Ceremony, CALAFCO presented Commissioner Wilson with a Certificate of
Recognition for her eight years of contributions and service as Board Chair and Member
of the Board of Directors of CALAFCO. Friday included a session on “Terms and
Conditions: How Far Can/Should We Go?” and a Legislative Update from the
CALAFCO Executive Director.
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CALAFCO

FROM THE CHAIR

In This Together

We are in this together.

That was the clear message
that came from CALAFCO
Board's strategic retreat in
February. Our gracious hosts,
Orange County LAFCe and
Irvine Ranch Water District’s
Duck Club provided a
beautiful venue and took
care of us from the moment
we got there. This is the
second retreat that I have
attended at this location,
which is very conducive to
thoughtful discussions.

The Board and our CALAFCO
staff, through the able facil-
itation of consultant Cindy
Henson, worked cohesively
to formulate potential policy
changes and enhancements
to the organization and
decision-making processes.
We were also able to ferret
out lingering issues and
address same in a productive
and respectful way.

The building of trust and
confidence among Board
members allowed us to move
forward effectively toward
clarifying our purpose and
goals. From the actions at the
retreat, the Board was able to
update and revise our
Policies and Procedures
including revisions to our
election process and
legislative focus.

Given the challenges from
which we have recently
emerged and from which we

Susan Vichlund Wilson

Chair, CALAFCO
Board of Directors

have learned, I am honored
to be serving with the caliber
of individuals on your
current Board and
Legislative Committee.

Although CALAFCO is moving
forward with a strong, united
front in upholding our role in
supporting and preserving
LAFCos' charge under
Cortese-Knox-Hertzberg, the
current political and
economic climate represents
a challenge for our LAFCos.
We are unfortunately seeing
the demise and/or dilution of
various tools, such as the
Williamson Act.

Dysfunctional or defunct
agencies, cities and districts
plague many of our LAFCos
with limited resources to
determine the best path to
remedy same. Governance
has come under increasing
scrutiny given the economic
climate. Further the division
between the state and local
governments continues to
grow without any sense that
we are in this together.

Passing unfunded mandates
on to local governments and
agencies does nothing to
foster the  partnerships
needed to resolve statewide
or local problems.

Continued on next page




From the Board Chair
corttinued from page 2

All of that said, this is a time
for creativity and construc-
tive measures and actions.
CALAFCO's Legislative
Committee, through the
leadership of our Executive
Director Bill Chiat, continues
to educate and enlighten our
legislature as to LAFCo's role
and the impact proposed
legislation would have on
local governance and
structure. CALAFCQO contin-
ues to provide guidance to
our LAFCos in these
challenging times through

educational opportunities
and awareness.
As a last thought in

concluding my year as Chair
of CALAFCO, I am reminded
of Robert Frost's poem, "The
Road Not Taken" about a
traveler who comes to the
fork in a road and has to
make a decision as to which
road to take - one well worn,
the other less traveled.
Perhaps that is what
CALAFCO has accomplished
these past two years: a
decision to try a different
road, a different structure, a
stronger organization.

CALAFCO is an organization
that continues to appraise its
value to its membership and
look at alternatives and
opportunities to better serve
yOu.

The Snhere

FROM THE EXECUTIVE DIRECTOR

In the Limelight

This spring and summer brought
a fair amount of unexpected - but
welcomed - attentien to LAFCo in
Sacramento. Issues of transpar-
ency, numbers and efficiencies of
local agencies as well as their
oversight were on legislators’
minds and culminated in a
number of legislative hearings. In
addition, Califernia Forward
centinued its work en a structure
te reframe government, and a
number of bills were introduced
which locked te LAFCe as a teocl
te implement legislative intent.

A Joint Hearing on Districts

All the energy arcund LAFCo
began in March with a joint
hearing eof the  Assembly
Committee cn Accountability &
Review and the Committee on
Lecal Government. The hearing
examined special districts with a
focus on efficiency  and
accountability of local agencies
and alternatives for service
delivery. Representatives of
academic institutions, districts
and advecacy groups - including
CALAFCO - were invited to
testify. A variety of issues specific
to districts was explered, but
there was alsc great interest in
LAFCo. Both LAFCe’s role in
reviewing the effectiveness and
efficiency of local agencies and
whether there was enough
autherity vested in LAFCoc te
address recommendations for
recrganizations or service
delivery alternatives in MSRs or
sphere updates were discussed.

Asked abeout cpportunities the
Legislature could explore for
solutiens to challenges LAFCos
face, CALAFCO offered several
ideas, including:

1. Moeadify the protest provisiens
for certain conseclidations or

Bill Chiat
Executive Director

recrganizations, similar to
island annexations;

2. Streamline the censclidation
process in certain circum-
stances te allow an expedited
process and expand LAFCe
autherity te condition the
renegotiation of labor and
pension agreements;

3. Clarify hew applicaticns for
conselidatien or reorgan-
ization would be funded;

4. Leocking to the future,
provide LAFCo with meore
autherity te prevent the
creaticn of new agencies that
are not fiscally viable and
limit the Legislature’s ability
to create new local agencies
without LAFCe review.

While there were limited out-
comes from the hearing, there
was much greater understanding
and appreciaticn of the role
respensibilities and limitatiens of
LAFCo. 1 anticipate there will
continue to be a focus on these
issues by both committees next
year.

Twao specific cutcomes emerged:

1. AB 912 (Gordon) - Provides
LAFCe with a streamlined
protest precess for disselu-
tion of specific special
districts identified for disso-
luticn in an MSR, SOI or other
study. Eliminates an election
and terminates the process
only if there is a majority
protest. CALAFCO supported
the bill, which was signed
into law by the Governor.
Please see the AB 912 article
in this issue for details.

Continued on next page






CALIFORNIA ASSOCIATION OF LOCAL AGENCY FORMATION COMMISSIONS

2011 ANNUAL REPORT TO THE MEMBERSHIP

Dear CALAFCO Members:

We are proud to report te you that the

Association continues as a strong, vibrant

educational resource to members and as an

advocate for LAFCo and LAFCo principles to
statewide decision makers. In 2011 the Asscciation
maintained a high level of educational services as well
as a healthy agenda of legislative issues. During the
year we saw a smooth transition te our new regicnal
governance structure with the adoption of new policies
and a number of new Beoard members and
perspectives. We are excited with both the program
quality and participation in the Staff Workshep and the
CALAFCO U courses this year. Napa LAFCo and the
Annual Conference planning committee have done an
cutstanding job with the 2011 Conference. Finally, the
Association remains on solid financial ground. The
recently adopted FY 2011-12 budget maintains service
levels for members, avoids a dues increase and retains
a healthy reserve. In this report we highlight the
activities of the Association and a few of the things we
see on the horizon.

Qur achievements are the result of the dedicated
efforts of the many welunteer LAFCo staff whe
contribute their time and expertise. The Board is
grateful to the Commissions that support their staff as
they serve in CALAFCQO educational and legislative roles
on behalf of all LAFCos. We are alsc grateful te the
Associate Members and event sponsors who help
underwrite the educational mission of the Association
and allow us to keep registration fees as low as
possible to encourage more participation.

EDUCATIONALSERVICES AND
INFORMATION SHARING

CALAFCQO focuses its
educational and
informaticen sharing-
services in four areas:
the Staff Workshop,

Annual Conference,
CALAFCQ  University
courses, and
electronic rescurces

including the web site and the member list-serves.

Staff Workshop and Annual Conference We continued
the tradition of quality education programming with
the Staff Workshep held in Ventura in April and the

The Snhere

Annual Conference in Napa in late

August. The Workshop, hosted by

Ventura LAFCo, brought together 96

LAFCo staff {a small increase from 2010)

from around the state for a three-day

workshop. An exceptional program centered on the

theme “Maintaining Qur Perspective” with sessions

including assessments and fees, redevelopment

agencies and LAFCo, compensation disclosure, effective

staff reports, ethics and use of digital technologies. A

special series of sessions was specifically designed for

Clerks and included customer service, public noticing,

and public records, among the topics. A mobile

workshop to the Ronald Reagan Presidential Library

highlighted the work of LAFCe and local agencies in

land-use policies and the recent annexation of the site
to a city.

Over 200 LAFCo staff and commissioners are expected
at the 2011 Annual Conference in Napa in late August.
Hosted by Napa LAFCo, the program centers on the
theme “Exploring New Boundaries” and includes a
range of current issues in the sessions:
disincorpeorations; growth  trends;
collaboration and conscolidation of local agencies;
managing the agricultural/urban interface; next
generation of MSRs; the work of California Forward,
social justice issues; imposing terms and conditions;
and, of course, a summary of legislative issues. The
very popular mobile workshops {two offered this year
by peopular demand) highlight sustainable farming
practices in the Napa Valley and the work to balance
preservation of prime agricultural lands with meeting
housing and growth needs.

California’s

CALAFCO University Two courses have been offered so
far in 2011, with a third scheduled for COctober.
“Facilitation Skills for LAFCo Staff” was held in February
and provided hands-on skills for staff. “California
Planning and Land Use Laws” was held in conjunction
with the Staff Workshop in April. Both received
cutstanding evaluations from participants. Later this
year “LAFCo’s Role in Regional Governance — A Best
Practices Workshop” will be offered. Classes are
selected and designed based on interest from LAFCo
staff and commissicners. A special thanks to Kate
McKenna {Menterey LAFCo) for coordinating the
courses this year.

Accreditations All of CALAFCQ’s educaticonal activities
have been accredited by the American Planning






































