
LAFCO
Local Agency Formation Commission of Santa Clara County

LAFCO MEETING

AGENDA

Wednesday, October 1, 2008
12:00 Noon

Board of Supervisors' Chambers
70 West Heeding Street, First Floor

San Jose, CA 95110

CHAIRPERSON: Pete Constant • VICE - CHAIRPERSON: Susan Vicklund - Wilson

COMMISSIONERS: Blanca Alvarado, Don Gage, John Howe
ALTERNATES: Sam Liccardo, Pete McHugh, At Pinheiro, Terry Trumbull

The items marked with an asterisk ( *) are included on the Consent Agenda and will be taken in one motion. At
the beginning of the meeting, anyone who wants to discuss acoment itemshould make a request to remove
that item from the Consent Agenda

Disclosure Requirements

Disclosure of Campaign Contributions
If youwish to participate in the following proceedings,you are prohibited frommaking acampa gn
contribution of more than $250 to any conin-issioner or alternate. This prohibition begins on the date you
begin to activelysupport or oppose an application before LAFCO and continues unfit three months after a
final decision is rendered by LAFCO. No conin-dssioner or alternate maysolicit or xcept acm paign
contribution of more than $250 fromyou or your agent during this period if the cormnissioner or alternate
knows, or has reason to know, that you will participate in the proceedings
If you or your agent have made a contribution of more than $250 to my c ommissioner or alternate during
the twelve (12) months preceding the decision, that commissioner or alternate must disqualify himself or
herself from the decision. However, disqualification is not required if the conin-issioner or alternate
returns the campaign contribution witlun thirty (30) days of learning both about the contribution and the
fact that you are aparticipant in the proceedings For disclosure forms and additional information see
htm //w . samaclamlafco caeov/ annexations &Reore /Pa tvDisclFormDdf

2. Lobbying Disclosure

Any person or group lobbying the Commission or the Executive Officer in regard to an application before
LAFCO must file a declaration prior to the hearing on the LAFCO application or at the time of the hearing
if that is the initial contact. Anylobbyist speaking at the LAFCO hearing must so identify themselves a;
lobbyists and identify on the record the name of the person or enfitymaking payment to them For
disclosure fours and additional information see

hm, //w santarlara lafco ca c.v /ann cxafinn.&Rcnrp/1.nblvDi,c]Fmm ndf

3. Disclosure of Political Expenditures and Contributions Regarding LAFCO Proceedings
If the proponents or opponents of a LAFCO proposal spend $1,000 with respect to that proposal, theymust
report their contributions of $100 or more and all of their expenditures under the rules of the Political
Reform Act for local initiative measures to the LAFCO office. For additional information and for disclosure
to= see hhth, / /wowvsantaclara lafro ca vov /sclafcnnnlirics annex &renry home him]

70 Wert Hedding Street • I Ith Floor. East Wing • San Jose, CA 95110 • ( 408) 299 -5127 • 140812951613 Fax • wwvesamaclara. lafcaca.gov
COMMISSIONERS. Blanca Alvarado, Pete Constant Don Gage, John Howe, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh. Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



12:00 PM

1. ROLL CALL

VdX61-1 4 DIM *$ " i Is] 0I

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

1:15 PM Time Certain

3. PUBLIC PRESENTATIONS

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

4. APPROVE MINUTES OF SEPTEMBER 10. 2008 MEETING

ITEMS FOR COMMISSION DISCUSSION / ACTION

5. REVENUE NEUTRALITY OPTIONS FOR THE PROPOSED

INCORPORATION OF THE TOWN OF SAN MARTIN

Possible Action: Accept report and provide direction to staff.

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

Possible Action: Accept report and provide direction to staff.

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

E 197K0Z1L IRU9

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

Possible Action: Accept report.
10. EXECUTIVE OFFICER'S REPORT

lE Oie]PihViI ! MM►I=I:R i1N41e]:iM
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12.1 Letter from the Committee For Campbell Annexation (CFCA) of

Modified Pocket 6 -1, dated September 18, 2008
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13. NEWSPAPER ARTICLES / NEWSLETTERS

13.1 CALAFCO Newsletter: The Sphere

14. ADJOURN

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

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

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

SANTA CLARA COUNTY

MINUTES WITH REVISIONS

WEDNESDAY, SEPTEMBER 10, 2008

1. ROLL CALL

The Local Agency Formation Commission ( LAFCO) of Santa Clara County

convenes this 10th day of September 2008 at 1:15 p.m. in the Isaac Newton Senter

Auditorium, County Government Center, 70 West Hedding Street, San Jose, California,

with the following members present: Chairperson Pete Constant, Vice Chairperson Susan

Viciclund- Wilson, and Commissioners Don Gage and John Howe. Commissioner Blanca

Alvarado is absent. Alternate Commissioner Terry Trumbull is present.

The LAFCO staff in attendance includes Neelima Palacherla, LAFCO Executive

Officer; Dunia Noel, LAFCO Analyst, and, Mala Subramanian, LAFCO Counsel for the

San Martin incorporation proposal.

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

proceedings are had, to wit:

2. PUBLIC PRESENTATIONS

There are no public presentations.

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

On motion of Commissioner Gage, seconded by Commissioner Howe, it is

unanimously ordered on a vote of 4 -0, with Commissioner Alvarado absent, that the

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

4. OPTIONS FOR REVENUE NEUTRALITY TERMS FOR THE PROPOSED

INCORPORATION OF THE TOWN OF SAN MARTIN

The Chairperson requests the report. Ms. Palacherla briefly discusses Table 1 of the

staff report, which is the 10 -year budget projections for the town, and Table 3, which

illustrates the impact to the County. She states that since revenue neutrality negotiations

have failed, State law requires the Commission to impose terms and conditions. She then

briefly discusses the options for revenue neutrality. Ms. Subramanian advises that the staff



Local Agency Formation Commission of Santa Clara County
Wednesday, September 10, 2008

report includes her memorandum discussing some of comments made by the proponents

and her recommendation and analysis.

The Chairperson opens the public comment period for this item.

John Wolfinbarger, a member of San Martin Neighborhood Alliance (SMNA), gives

his time to Richard Vari t Rood.

Mr. Vari t Rood, SMNA spokesperson, conveys to the Commission a letter signed

by about 200 San Martin residents requesting that the Commission allow residents to vote

on the incorporation without raising taxes. He then states that Option 3 was uresented for

negotiations and comments on Option 4.

The Chairperson calls those who requested to speak: Reggie Bravo, JF Comprechio,

Jeannie Vari t Rood, Candice Tohamson, Sylvia Hamilton, Joe Bentley, and all of whom

indicate that Mr. Vari t Rood had spoken for them.

Miguel Marquez, Assistant County Counsel, County of Santa Clara, states that the

County's position is to ensure that the General Fund is whole, and that the Commission

cannot unilaterally impose an offset of one fund against the other. He informs that the

County will disagree if LAFCO considers the benefits of road fund as an offset to the

County General Fund impact. He expresses agreement with LAFCO Counsel's analysis

that restricted and unrestricted funds be segregated.

In response to an inquiry by Commissioner Wilson, Ms. Palacherla advises that

staff is seeking direction from the Commission at this meeting relating to the Terms and

Conditions. In response to a follow -up question by Commissioner Wilson, Ms. Palacherla

informs that Option I is not be feasible without a tax increase. In response to an inquiry by

Commissioner Wilson on Option 4, Ms. Subramanian advises that County savings on the

Road Fund could partly offset a percentage of General Fund loss, not dollar- for - dollar,

because the town assumes road services that the County will no longer provide.

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

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

confirms with staff that the Countv and proponents did not reach agreement on OD Lion 2.
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Commissioner Gage inquires about the difference in opinion between the LAFCO

Counsel and the County Counsel. Mr. Marquez states that the statutes require that the

County's General Fund be kept whole so the County can continue to provide countywide

services. He states that restricted funds should be segregated from General Fund since

they cannot be used to pay for other countywide services. In response to another inquiry

by Commissioner Gage, Mr. Marquez informs that Road Fund surplus can not be given

back to San Martin because these have heavy restrictions on how the funds are spent and

for what specific purpose. Ms. Subramanian states that incorporation is not meant to

benefit either the County or the new town. She then informs that the Streets and

Highways Code has a mechanism by which the County could provide aid for maintaining

city roads. Commissioner Gage comments that savings in the County Road Fund which

should have gone to San Martin should be returned to San Martin. Mr. Marquez advises

that the County opposes both options 2 and 4. Deputy County Executive Sylvia Gallegos

states that the historical context for revenue neutrality is to protect the County's General

fund. She then talks about County's budget deficits and how the $872,000 is substantial in

the context of County budget shortfall. She informs that road expenses are growing by 15

percent each year due to increasing cost of asphalt and steel, while the Road Fund

revenues, which are not indexed to inflation, are declining. The Chairperson comments

that the County is of the opinion that it can keep the Road Fund surplus and seek

mitigation of General Fund loss. In response to this, Ms. Gallegos advises that the reason

for this is because Road Fund cannot be used to offset the shortfall in the General Fund. In

response to a follow up inquiry by the Chairperson, Ms. Gallegos advises that the

legislative intent of revenue neutrality is to protect the County's General Fund. In

response to the inquiry by the Chairperson, Mr. Marquez informs that the County would

agree to terms and conditions that keeps the General Fund whole and holds the County

harmless.

In response to an inquiry by Commissioner Howe, Ms. Palacherla advises that the

County's Road Fund savings of approximately $1.5 million was based on expenditures for

roads in FY06 -07 and is much higher than a typical year; and, the Commission has the
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discretion to consider lower savings in determining revenue neutrality. Commissioner

Howe questions if the statute requires the use of FY06 -07 data in the CFA and Ms.

Palacherla expresses agreement. Commissioner Howe questions if the road spending in

FY06 -07 is $1.5 million and Ms. Gallegos expresses agreement.

Commissioner Wilson moves to direct staff to look at options 1 and 4 and return

with a recommendation at the October 1, 2008 public hearing. Commissioner Gage

seconds the motion.

In response to an inquiry by the Chairperson, Ms. Subramanian advises that a

certain percentage could be used to offset General Fund loss and provides an example of a

city, paying an adjacent city in restricted fund. In response to an inquiry by the

Chairperson, Ms. Subramanian advises to keep the restricted and unrestricted funds

separate.

In response to an inquiry by Commissioner Gage, Ms. Palacherla informs that staff

will look at options 1 and 4 and bring back a recommendation at the next meeting.

However, she informs that the October 1, 2008 hearing may be rescheduled to November

7, 2008. The Chairperson states that the schedule will be discussed on the next item.

Commissioner Howe then summarizes the motion. Commissioner Wilson expresses

agreement and informs why options 2 and 3 are not included in her motion.

Chairperson calls the question. It is unanimously ordered on a vote of 4 -0, with

Commissioner Alvarado absent, that staff be directed to bring back information on Option

1 and Option 4 at the next meeting.

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

The Chairperson informs that the discussion to move the hearing to November 7,

2008 was a result of his comments that he may be unavailable on October 1, 2008; since

then, he has changed his plans in order to attend the meeting. The Chairperson then

requests the staff report. Ms. Palacherla reports on the proposed schedule, and provides

an update on fees stating that the unpaid LAFCO fee at the end of July 2008 is $153,473.65.
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She recommends that the FPPC forms be used for filing the disclosure and that SMNA is

not fully compliant with the requirements.

The Chairperson opens the public comment period for this item.

Jan Webb, a resident of San Martin, states that she opposes the incorporation

because she prefers to live in the unincorporated area and wants San Martin to remain

unincorporated. She dealt with County staff over the years and is impressed by their

consistent helpful attitude. The incorporation is a wasteful process that would burden

County taxpayers if it failed and the residents of San Martin if it succeeded. She then

requests the Commission to hold the election in a public election year where there will be

more voter turnout.

Mr. Vari t Rood states that he opposes the option to tax the residents of San Martin

and comments that State and local guidelines have not been followed because the

boundary issue was not addressed before the petition was circulated and that meant

additional costs and time. He states that proponents did not have the support of LAFCO

staff in revenue neutrality negotiations, especially since staff opined that the town was not

feasible. Additionally, he states that the Public Review Draft CFA must include Terms and

Conditions, and be posted 30 days prior to LAFCO hearing.

At the request of the Chairperson, Ms. Subramanian advises that the Public Review

Draft CFA has been made available to the public longer than the required 30 -day period

even if some tables have been revised. In response to a follow -up inquiry by the

Chairperson, Ms. Subramanian informs that the Terms and Conditions will be based on

Commissions direction, and since it is the Commissions own policy that dictates these

timelines, the October 1, 2008 hearing may be continued to November 7, 2008 to allow the

public 30 days to review the Terms and Conditions. Mr. Vari t Rood expresses

disagreement stating that the Terms and Conditions should be made available at the first

public hearing, stating that the continuance is a way to make the proponents pay the

LAFCO fee. He informs that the tables in the Public Review Draft CFA have been changed

several times and that the document should include revenue neutrality terms.
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Ms. Subramanian directs attention to the LAFCO policy as it relates to the hearing

schedule. Commissioner Gage proposes that the public hearing be held on November 7,

2008 and that payment of LAFCO fees be required prior to that date. Ms. Subramanian

advises that a public hearing on November 7, 2008 would allow the CFA and Terms and

Conditions to be made available to the public for a 30 -day period. She adds that the CFA

has already been reviewed by the public and staff has received many comments. In

response to an inquiry by Commissioner Howe, Mr. Vari t Rood indicates that the law

requires a 30 -day review period for the Terms and Conditions. Ms. Subramanian clarifies

that the Commissions policies requires the 30 -day period and not State law. Mr. Vari t

Rood states that OPR Guidelines requires that. Commissioner Gage informs that OPR

guidelines are not State law and, as such, the Commission may decide on this matter.

Commissioner Gage then summarizes the hearing timeline and Ms. Subramanian

expresses agreement. In response to an inquiry by Commissioner Wilson on the CFA

timing, Ms. Subramanian advises that there is no State law provision that governs this

process; however, the Chairperson states that guidelines inform the public on what to

expect.

Commissioner Gage moves that a meeting be held on October 1, 2008 to determine

revenue neutrality, and that staff be directed to publish a Public Review Draft CFA, along

with the Terms and Conditions, 30 days prior to November 7, 2008 public hearing.

Commissioner Howe seconds the motion.

Commissioner Gage comments that both the October 1, 2008 and November 7, 2008

are both public meetings and the agenda should specify the intent of each meeting. Ms.

Subramanian expresses agreement.

Commissioner Gage amends the motion to require that LAFCO fees be paid in full

72 hours prior to the November 7, 2008 meeting. Commissioner Wilson reminds that the

disclosure requirements should be complied with and Commissioner Gage states that this

will also be included in his motion. Ms. Palacherla advises that the disclosures are now

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

The Chairperson expresses agreement.

The Chairperson calls the question. It is unanimously ordered on a vote of 4-0, with

Commissioner Alvarado absent, that a meeting be held on October 1, 2008 for the

Commission to provide direction on revenue neutrality, that staff be directed to publish

the Public Review Draft CFA, along with the Terms and Conditions 30 days prior to the

November 7, 2008 public hearing; and that the proponents be required to pay the LAFCO

fees in hull no later than 72 hours prior the hearing.

The Chairperson opens discussion on the disclosure requirements. Mr. Vari t

informs that local policy requires the disclosures at the first public hearing and informs

that the proponents have provided a preliminary disclosure; however, SMNA's treasurer

is ill and was unable to prepare the FPPC forms. Commissioner Wilson informs that

LAFCO requires the use of FPPC forms. In response to inquiry by Commissioner Gage,

Ms. Palacherla advises that the staff report recommends that FPPC forms be used in lieu of

staff preparing new forms considering that this function will be transferred to FPPC in

January 2009, and that some guidance on preparing these forms is available on the LAFCO

website. Commissioner Gage informs the proponents to contact staff for additional

information.

Commissioner Gage moves to require proponents to comply with the disclosure

requirements using the FPPC forms. Commissioner Wilson seconds the motion and

proposes that a deadline be indicated because some of the filings are past due. The

Chairperson comments that it would be fair to allow the proponents additional time

because the forms have not been modified. Commissioner Gage modifies his motion to

indicate that disclosures be filed no later than two weeks from today. In response to an

inquiry by Ms. Subramanian, the Chairperson clarifies that the Commission sets

September 24, 2008 as a new deadline for any disclosure forms, including those that have
been due.
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The Chairperson calls the question. It is unanimously ordered on a vote of 4-0, with

Commissioner Alvarado absent, that disclosures for the proposed incorporation be

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

6. COMMISSIONERS' REPORTS

Commissioner Howe informs that he attended the CALAFCO Conference on

September 2 -5, 2008 and reports that Commissioner Wilson has been elected as Vice-

Chairperson of CALAFCO, and that Emmanuel Abello, LAFCO Clerk, made a

presentation.

7. EXECUTIVE OFFICER'S REPORT

There are no reports.

8. NEWSPAPER ARTICLES / NEWSLETTERS

There are no newspaper articles.

9. ADJOURN

On order of the Chairperson, there being no objection, the meeting is adjourned at

2:35 p.m. to the next regular meeting to be held on Wednesday, October 1, 2008 at 1:15

p.m. in the Chambers of the Board of Supervisors, County Government Center, 70 West

Hedding Street, San Jose, California.

Pete Constant, Chairperson
Local Agency Formation Commission

ATTEST:

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

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: Options for Revenue Neutrality Terms: Proposed Incorporation
of the Town of San Martin

Agenda Item # 5

STAFF RECOMMENDATION

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

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

BACKGROUND

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

REVENUE NEUTRALITY MITIGATION OPTIONS

Option #1: County's Proposal

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

70 West Hedding Street • 1 I th Floor, East Wing • San Jose, CA 95110 - ( 408) 299 -5127 - ( 408) 295-1613 Fax - www.santaclara,lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



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

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

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

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

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

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

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

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

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

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

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

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

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

As illustrated in Table B, with a 50% offset, the Town's annual payments to the
County would be $250,000 if the 10 -year payments are spread over a period of 25
years. The Town would not have sufficient revenues for these payments based
on the budget projections for the Town. Again, the Commission has the ability to
a) make feasibility findings based on approval of a new tax or, b) deem the
incorporation infeasible due to lack of sufficient revenues.
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Using the same assumptions as in Option 1 with a total of 2,100 households and
average utility bills of $200 per month, an annual parcel tax of approximately
120 or a utility users tax of approximately 5% on utility bills would be required
for the Town to have sufficient revenues to make the mitigation payments to the
County.

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

Next Steps

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

Attachments

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

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

Attachment C: Memos from the County Executive and from the County
Counsel dated September 25, 2008

Page 5 of 5



Table A

Revenue Neutrality Options - Option 1, New Taxes

Total ( 10,296,398) ( 8,720,000)

Economic and Planning Systems, 91252008

12,519,275 8,719,999 3,420,000 2,159,272 9,099,275 6,560,727

RevNeutCalc 25Sept08.xls
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County Proposal City Contribution Remaining Funds Required
County's General Fund Loss 500,771 annually for 25 180,000 annually to Yr- 25
for the first 10 years only years (starting in Yr -1) starting in Yr -7) County Proposal less City$ Options:

Nominal NPV NPV Nominal NPV Nominal NPV Special Tax Utility Users Tax
Dollars 3% 3% Dollars 3% Dollars 3% per Household/Yr of Avg. Bill

Yr 872,000) 500,771 180,000 210,000 2,100 Household: $2,400/yr ($200 /month)

1 898,160) 872,000) 500,771 486,185 0 500,771 486,185 238 9.9%
2 925,105) 872,000) 500,771 472,025 0 500,771 472,025 238 9.9%
3 952,858) 872,000) 500,771 458,276 0 500,771 458,276 238 9.9%
4 981,444) 872,000) 500,771 444,929 0 500,771 444,929 238 9.9%
5 1,010,887) 872,000) 500,771 431,969 0 500,771 431,969 238 9.9%
6 1,041,214) 872,000) 500,771 419,388 0 500,771 419,388 238 9.9%
7 1,072,450) 872,000) 500,771 407,173 1 180,000 146,356 320,771 260,816 153 6.4%
8 1,104,624) 872,000) 500,771 395,313 2 180,000 142,094 320,771 253,220 153 6.4%
9 1,137,762) 872,000) 500,771 383,799 3 180,000 137,955 320,771 245,844 153 6.4%

10 1,171,895) 872,000) 500,771 372,621 4 180,000 133,937 320,771 238,684 153 6.4%
11 500,771 361,768 5 180,000 130,036 320,771 231,732 153 6.4%
12 500,771 351,231 6 180,000 126,248 320,771 224,982 153 6.4%
13 500,771 341,001 7 180,000 122,571 320,771 218,429 153 6.4%
14 500,771 331,069 8 180,000 119,001 320,771 212,067 153 6.4%
15 500,771 321,426 9 180,000 115,535 320,771 205,891 153 6.4%
16 500,771 312,064 10 180,000 112,170 320,771 199,894 153 6.4%
17 500,771 302,975 11 180,000 108,903 320,771 194,072 153 6.4%
18 500,771 294,150 12 180,000 105,731 320,771 188,419 153 6.4%
19 500,771 285,583 13 180,000 102,651 320,771 182,931 153 6A%
20 500,771 277,265 14 180,000 99,662 320,771 177,603 153 6.4%
21 500,771 269,189 15 180,000 96,759 320,771 172,430 153 6.4%
22 500,771 261,349 16 180,000 93,941 320,771 167,408 153 6.4%
23 500,771 253,737 17 180,000 91,205 320,771 162,532 153 6.4%
24 500,771 246,346 18 180,000 88,548 320,771 157,798 153 6.4%
25 500,771 239,171 19 180,000 85,969 320,771 153,202 153 6.4%
26

27

28

29

30

31

Total ( 10,296,398) ( 8,720,000)

Economic and Planning Systems, 91252008

12,519,275 8,719,999 3,420,000 2,159,272 9,099,275 6,560,727

RevNeutCalc 25Sept08.xls
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Table B

Road Fund Credit Proposals

County Proposal
County's General Fund Loss $ 500,771 annually for 25
for the first 10 years only years (starting in Yr -1)

Nominal NPV NPV
Dollars 3% 3%

Yr ( 872,000) 500,771

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15
16

17

18

19

20

21

22

23

24

25

26

27

28
29

30

31

898,160)
925,105)
952,858)
981,444)
1,010,887)
1,041,214)
1,072,450)
1,104,624)
1,137,762)
1,171,895)

Road Fund Credit Proposal
123,000 annually to Yr- 25

starting in Yr -1)
Nominal NPV

Dollars 3%

123,000

Road Fund Credit Proposal
175,000 annually to Yr- 25

starting in Yr -1)
Nominal NPV

Dollars 3%

175,000

Staff Recommendation

Road Fund Credit Proposal
250,000 annually to Yr- 25

starting in Yr -1)
Nominal NPV

Dollars 3%
250,000

872,000) 500,771 486,185 123,000 119,417 175,000 169,903 250,000 242,718872,000) 500,771 472,025 123,000 115,939 175,000 164,954 250,000 235,649872,000) 500,771 458,276 123,000 112,562 175,000 160,150 250,000 228,785872,000) 500,771 444,929 123,000 109,284 175,000 155,485 250,000 222,122872,000) 500,771 431,969 123,000 106,101 175,000 150,957 250,000 215,652872,000) 500,771 419,388 123,000 103,011 175,000 146,560 250,000 209,371872,000) 500,771 407,173 123,000 100,010 175,000 142,291 250,000 203,273872,000) 500,771 395,313 123,000 97,097 175,000 138,147 250,000 197,352872,000) 500,771 383,799 123,000 94,269 175,000 134,123 250,000 191,604872,000) 500,771 372,621 123,000 91,524 175,000 130,216 250,000 186,023
500,771 361,768 123,000 88,858 175,000 126,424 250,000 180,605
500,771 351,231 123,000 86,270 175,000 122,741 250,000 175,345
500,771 341,001 123,000 83,757 175,000 119,166 250,000 170,238
500,771 331,069 123,000 81,317 175,000 115,696 250,000 165,279
500,771 321,426 123,000 78,949 175,000 112,326 250,000 160,465
500,771 312,064 123,000 76,650 175,000 109,054 250,000 155,792
500,771 302,975 123,000 74,417 175,000 105,878 250,000 151,254
500,771 294,150 123,000 72,250 175,000 102,794 250,000 146,849
500,771 285,583 123,000 70,145 175,000 99,800 250,000 142,572
500,771 277,265 123,000 68,102 175,000 96,893 250,000 138,419
500,771 269,189 123,000 66,119 175,000 94,071 250,000 134,387
500,771 261,349 123,000 64,193 175,000 91,331 250,000 130,473
500,771 253,737 123,000 62,323 175,000 88,671 250,000 126,673
500,771 246,346 123,000 60,508 175,000 86,088 250,000 122,983
500,771 239,171 123,000 58,745 175,000 83,581 250,000 119,401

Total ( 10,296,398) (8,720,000) 12,519,275 8,719,999 3,075,000 2,141,817 4,375,000 3,047,301
of GF Impact 100% 100% 25% 35%
of Road Fund Benefit Required to Offset Remaining Impact* 75% 65%

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

6,250,000 4,353,287
50%

50%
lol did it li 1

Economic and Planning Systems, 912Woo8
RevNeutCalc 25Sept08. xis



Palacherla, Neelima

From:
Sent:
To:
Cc:

Subject:

Hi Mala and Neelima.

richard vantrood [rvantrood @mindspring.com]
Thursday, September 18, 2008 10:56 PM
Malathy Subramanian; Palacherla, Neelima
Scott Smith; freddicom @aol.com
comparison of road fund and general fund

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

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

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

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

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

the Road Fund about 160 percent of the budget.

Based on comparison of the deficits or relative need for money, the road
money is worth more than the general fund money. On a percentage basis,
the road budget deficit is 16 times the general fund deficit. It is

hard to imagine the Road Fund money being worth less in this context.

I also found that the road fund included projected revenues of $355,000
from property taxes and $520,000 from licenses, permits and franchises.
FY /07 County Budget page 280) This roughly $875,000 projected revenue
appears to be from unrestricted funds. Therefore, if these are
unrestricted, it cannot be said that there is no general fund money in
the Roads Department.

Please make sure this information is in the record.

Thank you,

Richard van't Rood

SMNA, Inc.

ITEM No. 5
ATTACHMENT B

1
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Palacherla, Neelima

From: richard vantrood [rvantrood @mindspring.com]
Sent: Tuesday, September 23, 2008 8:55 AM
To: Palacherla, Neelima; Don Gage
Cc: freddicom @aol.com; Malathy Subramanian; Scott Smith
Subject: revenue neutrality

Attachments: KeyboardTransmittalWeb202317681 . PDF

Neelima,

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

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

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

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

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

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

This evidence clearly shows that the County is in dire need of its road funds as well as its general funds.
Sylvia Gallegos confirmed this at the last LAFCO hearing where she said the County desperately needed
the road money. Therefore, from a revenue neutrality standpoint, it would be hard to argue that the road
money is worth less than general fund money. Even if the road funds could be transferred to the general

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

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

Please make sure this is part of the record.

Richard van't Rood

SMNA, Inc.

9/23/2008



County of Santa Clara
Office of the County I XeCUtiVC

County Government Center, East Wing
70 West Hedding Street
San Jose, California 951 10

408) 299-5105

September 25, 2008

To: LAFCO Commissioners

From: Peter Kutras Jr., County Executive ILt
Subject: Proposed San Martin Incorporation

ITEM No. 5
ATTACHMENT C

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

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

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

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

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

Board of Supervisors: DOIKIM P. Gage, Blanca AlVaradO, Pete MCI Iugh, Ken Yeager, Liz Kniss
County Executive: Peter Kutras, Jr. 6



LAFCO Commissioners

September 25, 2008
Page 2 of 2

The County General Fund is harmed by this incorporation. The Road Fund is not

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

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

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

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

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

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

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



San Martin Neighborhood Alliance
A "

Together We Make A Difference"

August 15, 2008

To: Sylvia Gallegos
From: Richard van't Rood

RE: proponents proposals for revenue neutrality

Proponents offer the following two proposals for revenue neutrality.

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

When considering this option, please note the following:

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

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

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

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

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



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

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

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

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

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

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



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

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

Sincerely,

SAN MARTIN NEIGHBORHOOD ALLIANCE

Richard van't Rood
Chairman, SMNA Incorporation Committee

RVR/djk

cc: Sylvia Hamilton
Freddi Comperchio
Cleo Logan



County of Santa Clara
Office of the County Executive

County Government Center, East Wing
70 West Hedding Street
San Jose, California 981 10

408) 299 -5105

August 20, 2008

Dear San Martin Incorporation Proponents:

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

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

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

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

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

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

Board of Supervisors: Donald F. Gage, Blanca Alvarado, Pete McHugh, Ken Yeager, Liz Kniss
County Executive: Peter Kutras, Jr. z6



San Martin Incorporation Proponents
August 20, 2008
Page 2

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

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

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

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

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

Sincerely,

Peter Kutras, Jr.
County Executive

c: Board of Supervisors
Gary Graves, Assistant County Executive
Sylvia Gallegos, Deputy County Executive
Ann Miller Ravel, County Counsel
Phyllis Perez, Clerk of the Board
LAFCO of Santa Clara County
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San Martin Analysis
25 Year Payment Plan - Annual Payment of $500,771

Yr

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

Total

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

Nominal

Dollars NPV

500,7713%

898,160) 872,000)
925,105) 872,000)
952,858) 872,000)
981,444) 872,000)
1,010,887) 872,000)
1,041,214) 872,000)
1,072,450) 872,000)
1,104,624) 872,000)
1,137,762) 872,000)
1,171,895) 872,000)

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

Nominal IDollars NPV

500,771
500,771 486,185
500,771 472,025
500,771 458,276
500,771 444,929
500,771 431,969
500,771 419,388
500,771 407,173
500,771 395,313
500,771 383,799
500,771 372,621
500,771 361,768
500,771 351,231
500,771 341,001
500,771 331,069
500,771 321,426
500,771 312,064
500,771 302,975
500,771 294,150
500,771 285,583
500,771 277,265
500,771 269,189
500,771 261,349
500,771 253,737
500,771 246,346
500,771 239,171

10,296,398) (8,720,000) 12,519,275 8,719,999

0A
Assumptions:
We have used the 3% discount rate (long -term inflation rate) for
calculating the NPV of the future inflows /outflows.



August 22, 2008

San Martin Neighborhood Alliance

Together We Make A Difference"

Peter Kutras, Jr., County Executive
County of Santa Clara
70 West Hedding Street
San Jose, California 95110

RE: San Martin Incorporation

Dear Mr. Kutras:

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

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

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

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

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

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

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

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

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

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

Yours sincerely,

SAN MARTIN NEIGHBORHOOD ALLIANCE

Richard van't Rood

Attorney for SMNA

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

DATE: September 25, 2008

On September 10, 2008, the Santa Clara County Local Agency Formation Commission
LAFCO) held a meeting in which it discussed a staff report that offered four potential options to

achieve "revenue neutrality" with respect to the proposed incorporation of the Town of San
Martin. This memorandum provides a legal analysis of the County's proposal that it receive
payments over a fixed period of time (Option #1) and the proposal that losses to the County's
General Fund be offset against gains to the road fund (Option #4).

QUESTIONS PRESENTED

Is LAFCO legally authorized to make a finding of "revenue neutrality" where the
proposed Town of San Martin would make annual fixed payments of $500,771 over a 25 year
period (Option #1)?

Is LAFCO legally authorized to make a finding of "revenue neutrality" where LAFCO
would unilaterally impose a term and condition crediting all, none, or a portion of a gain that
may be realized in the County's restricted road fund to offset losses to the County's unrestricted
general fund (Option #4)?

SHORT ANSWERS

Yes, LAFCO could make a finding of "revenue neutrality" where the proposed Town of
San Martin would make annual fixed payments of $500,771 over a 25 year period (Option #1).
The revenue neutrality statute specifically authorizes approval of an incorporation where a
negative fiscal effect has been adequately mitigated by ... payments over a fixed period of
time."
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No, LAFCO could not legally make a finding of "revenue neutrality" by imposing an
offset to losses in the County's General Fund against gains to the road fund (Option #4).
Revenue Neutrality looks only to the general fund impact of incorporations, not to impacts on
restricted funds. In addition, a LAFCO can only exercise express powers given to it by statute,
and no statutory authority exists for a LAFCO to impose such an offset.

BACKGROUND

In February 2007, the San Martin Neighborhood Alliance ( "Alliance ") submitted a

petition to LAFCO to incorporate as a town. If LAFCO were to approve this proposed
incorporation, it is estimated that the County's general fund wouldsuffer a net loss of
approximately $872,000 per year. It is also estimated that expenditures from the County's road
fund would be "reduced by about $712,000 per year.

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

LEGAL ANALYSIS

I. The County's Proposal That It Receive Payments Over A Fixed Period of Time
Option #1) Is Legally Permissible

As noted above, it is estimated that the proposed incorporation would result in a net loss to
the County's general fund of about $872,000 per year, or about $8.72 million over a 10 -year
period. During negotiations, the County offered to extend the period of time during which the
proposed town could repay this loss — from 10 years to 25 years. By doing so, the annual
payment to the County would be reduced to $500,771. LAFCO staff designated this proposal as
Option #1.

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

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

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

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

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

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

The question ofwhether a gain in road fund revenues can be used to offset losses to the
unrestricted general fund is not new. This question first arose in San Diego County shortly after
passage of the Revenue Neutrality statute in 1992. At that time, the Executive Director of San
Diego County's LAFCO asked several questions relating to the new law. In order to reach a
common, statewide understanding of the new law, the Legislative Representatives who drafted
the Revenue Neutrality language responded to San Diego's questions and provided a copy of
their responses to all County Administrative Officers and LAFCO Executive Officers in
California. A copy of this response is attached as Exhibit B.

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

r'

QUESTION #4

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

For background purposes, AB 3207 added section 56845 to the Government Code, which
was later changed to section 56815 (the Revenue Neutrality statute). A separate bill, SB 1559,
added section 56842 to the Government Code, which was later changed to section 56810. As
noted in our previous opinion, section 56810 is the statute that "requires that restricted revenues
be excluded when calculating Revenue Neutrality..." because that section specifically cross -
references and is incorporated into the Revenue Neutrality statute. (Opinion dated July 29, 2008
at p. 3 (citing Gov. Code § 568106)).)

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

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

Section 56845 [now 56815] was intended to balance the transfer of General
Purpose revenues and responsibilities. Section 56842 [now 56810] provides for a
property tax transfer based on "net" costs of service. Further, Section 56842 [now
568 101 provides that fees, restricted revenues, charges for assessments, etc.,
specifically, are to be.excluded from the calculations. Please note that we linked
these two sections through cross - reference to clarify that the calculations in 56842
now 56810] were central to the determination in 56845 [now 56815]. It made no
sense at all to us to include, in a revenue neutral calculation, those services or
functions of local agencies which each have their own discrete revenue source.
Memo to County Administrative Officers and LAFCO Executive Directors re
Interpretation of SB 1559/AB 3207 (1992) dated March 25, 1993, Exhibit B at p.
4 -5, emphasis added.)

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

At all times during my discussion with legislators, staff, other advocates,
representatives of the Governor's office, and others, I emphasized the general
fund impact of incorporations on county responsibilities. At no time did any
discussion ensue regarding the impact of our language on discrete sources of
revenue .such as the "road fund" other than "in passing" comments to which I
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responded that these sources were independant [ sic] of the process and were not
affected at all by the proposal. (Declaration of Baxter C. Culver, 110, Exhibit C.)

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

Although the legal an4lysis prepared by LAFCO's Counsel dated September 10, 2008,
appears to agree that "the expenditures associated with restricted revenues should not be
combined with the other general fund revenues," they still hold the view that "the Commission
may look beyond the mechanical calculation of Section 56810 to make its findings" by imposing
terms and conditions pursuant to Section 56886 that mitigate or partially mitigate losses to the
County's unrestricted general fund with gains in the road fund. Legally, however, a LAFCO
does not have the statutory authority to unilaterally impose such a term and condition.

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

CONCLUSION

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

Exhibits:

A) County Counsel Memo re Proposed Incorporation of the Town of San Martin,
dated July 29, 2008

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

C) Declaration of Baxter C. Culver

D) Government Code § 56886
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s memorandum summarizes relevant law relating to the proposed incorporation of the
Town of an Martin. It concludes that the Santa Clara Local Area Formation Committee
LAFCO) oes not have the discretion to approve the proposed incorporation of the Town of San

Martin by imposing terms and conditions that would offset losses to the County's general fund
with gains that may accrue to the County's restricted road fund. The substance of this analysis
was provided to LAFCO at its July 2, 2008 meeting as part of public comment made on behalf of
the County.

OUESTION PRESENTED

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

SHORT ANSWER

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

In February 2007, the San Martin Neighborhood Alliance ( "Alliance ") submitted a

petition to LAFCO to incorporate as a town. If LAFCO were to approve this proposed
incorporation, it is estimated that the County's general fund would suffer a net loss of about
872,000 per year. On the other hand, it is estimated that expenditures from the County's road
fund, a restricted revenue source, would be reduced by about $712,000 per year due to the
transfer of certain road maintenance responsibilities. Given the County's financial interest in this
matter, LAFCO hired Best Best & Krieger LLP as conflict counsel ( "Conflict Counsel ").

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

LEGAL ANALYSIS

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

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

C. Thefollowing additionalpolicies apply to the revenue neutrality agreement
or any proposal for LAFCO terms and conditions for revenue neutrality:

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

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

The Governor's Office of Planning and Research ( "OPR "), a statewide office that

convened a task force of experts for the purpose of creating statewide guidelines for the
incorporation process (Gov. Code, § 56815.2), issued nearly identical guidance on this issue.
When describing the "Method of Calculation" for revenue neutrality, OPR said:

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

The legal basis underlying these policies derives from section 56810 of the Government
Code. That section specifically excludes restricted revenues from the calculation of property tax
revenues to be exchanged among affected agencies to a proposed incorporation. (Gov. Code,

56810 subd. (c) [calculation "does not include any of the following: (A) Revenue which, by
statute, is required to be used for a specific purpose. "]). That section also requires that restricted
revenues be excluded when calculating Revenue Neutrality under section 56815. (Gov. Code

56810 subd. (j)).

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

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

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

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

CONCLUSION

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

TO: County Administrative Officers
LAFCO Executive Officers

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

Last year, the California Legislature enacted. Section 568.45 of the
Government Code to require LAFCO's to not approve an incorporation
unless the Commission can make a specific.finding relative to the
fiscal impact of the incorporation.
The San Diego LAFCO Executive. Officer has requested countyofficials and other LAFCO officers throughout the state to review
the new section, 56845, and provide interpretation of the new law.
The undersigned drafted the language enacted by AB 1559/3027. Inorder to facilitate a discussion and to help reach a common,
statewide, interpretation of the language and its meaning, we also
responded to the seven (7) questions posed by the San Deigo LAFCOExecutive Officer. We wanted you to have a copy of the letter and
our responses.

If you have any questions or need further clarification, please donot hesitate to contact us.

Baxter Culver
Legislative Representative
Sacramento County

Casey Kaneko
Legislative Representative
Santa Barbara County

Dan Wall

Legislative Representative
California State Association of Counties
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COUNTY OF SACRAMENTO
1100 K STREET, SUITE 301

SACRAMENTO, CALIFORNIA 95814.3941

916) 440 -6509
916) 440 -6865 ( FAX)

1AXTER C. CULVER
egislative Advocate

DONNA BUTLER
egislative Assistant

March 25, 1993

Mr. Michael D. Ott
LAFCO Executive Officer.

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

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

Dear Mr. Ott:

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

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

Government Code, Section 56845.

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

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

QUESTIONS AND RESPONSES.:

QUESTION #1:

Do the words " substantially" and " similar" mean that LAFM can
exercise discretion in its determination that the exchange of
revenues and expenditures are "equal ?"

Z.



ANSWER: Yes. It was intended that LAFCO Is have some discretion
over these determinations. It was not intended that a dollar -for-
dollar balance be achieved in every case - -only that "substantial
equality" be achieved between the parties.
In the past, LAFCO has been limited in its ability to achieve
equality. Tax sources have been transferred by force of law or
formula. Only by manipulating new city boundaries have LAFCO's
had an ability to mitigate the negative impact of incorporations
on counties. Further, in instances where informal mitigation
agreements have been reached at LAFCO, they have been abrogated by
newly...._e.lected city council and the courts have upheld those
actions.

QUESTION $2:

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

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

In the past, new cities wanted to incorporate as closely as
possible to July I in order to obtain the maximum benefit of
revenues without responsibility. Counties, conversely, wanted .
incorporation to occur closer to June 30 in order. to not have to
perform services for which.no revenue was.forthcoming.
The Legislature's 1985. ( Chapter 541) compromise continued the

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

The drafters of 56845 were fully aware of 57384. It is a remedy
for the transition year (that period during which the new city is
starting up and the county /district is winding down). There is no
relationship between the two sections other than the general
philosophical relationship .. of linking revenues and
responsibilities. 56834 addresses the "windfall" which new cities
otherwise would accrue in their first year of existence and 56845
addresses the longer -term effect of converting - a county tax base
to a city tax base without a commensurate conversion of an equal
amount of service responsibility.
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In short, because the county retains most of its service
responsibilities following an incorporation ( Health, Welfare,
Justice and General Government) the portion of its tax base needed
to meet those responsibilities must be protected. 56845 was

intended to transfer county tax revenues. and responsibilities --
not provide new cities with windfall revenues.

The language in 56845(c)(2) was intended to provide discretion to
LAFCO and the principals to an incorporation issue in fashioning
measures designed to mitigate an otherwise unbalanced revenue -

responsibility transfer. We did not believe it appropriate to
dictate one solution for all circumstances. In some foreseeable
circumstances a new city might find it in its interest to enter
into a sales tax sharing agreement with the county to mitigate a
loss. In other instances, an exchange of assets ( land and /or
buildings) might be preferable. Or a different property tax
transfer could be negotiated.. 'It was our intent to identify a wide
range of options which could be employed to achieve revenue

neutrality.

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

QUESTION # 3:

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

required in Government Code. Section 56833.12"

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

mitigation plan which would permit LAFCO to make a finding of
substantially equal."

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

QUESTION # 4:

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

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

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

However, counties do lose road funds when there is an incorporation
because the "county maintained road miles" and "unincorporated
assessed value" factors. This. unequivocally means that there is
no '' county windfall" in the area of road finance when there is an
incorporation.

Furthermore, the presumption in question #4 completely distorts the
issue because road funds are restricted funds and cannot "offset
a deficit in general funds." Also, the new city will receive its'
own " road fund" from state sources -- one based primarily on city
population statistics.

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

in our opinion, the "road fund /general fund" analysis only serves
to confer a windfall on the new city, since the new city will have
a discrete source of funding from the state for road-service as
well'as a general purpose revenue or a duplicate, discrete, revenue
source from the county. Such an analysis would result in'a net
loss to the county, since county will have to give up general
purpose revenues, or road fund revenues, while it may not convert
the road fund for use.as general purpose revenue. How could this.



be construed to be "revenue neutral ?"

QUESTION #5:

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

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

However, even if "net cost" .was not directly calculated, the source
of revenue available to the new city (fees, charges, assessments,
federal funds, etc.) to totally offset the cost of the service

being assumed by the new city would eliminate the necess.ity a
general purpose revenue transfer from the county or a district.
Again, as stated in our answer to question # 4, above, if tee
authority or a discrete revenue source is sufficient to offset a
cost of service, why should another agency be required to

contribute its general purpose revenues to support the service?
What public policy is served by such an unnecessary transfer?
Arguably, the new city, having received revenue from the county,
would impose the fee and, thus "double dip "; a practice SB 1559 was
intended to preclude.

QUESTIONS #6 AND #7:

Please comment regarding expanding the range of services and the
associated expenditures that should be identified for purposes of
complying with AB 3027. Specifically, should liability insurance,
general government services, jail bookings, property tax

administrative costs, also be computed. as, part of an incorporation
proposal?

ANSWER: We are informed that the Sacramento LAFCO, in its
incorporation calculations, has, historically, calculated a

component cost for general government, liability insurance, etc.

These costs are a necessary component of doing government business.
Likewise, to the extent that the new city is liable for booking
fees and the county is relieved of those costs, the booking fee
should be considered in the calculations for property tax transfer.

Regarding Property Tax Administration Fees, the calculation of
County =City exchange of revenues and expenditures should not

include the property tax administration fee currently charged to



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

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

It should also be. noted that the Legislature and the Governor

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

We hope that this letter is of some - value to you in your
deliberations. Again, if there are additional questions or

clarifications needed, please do not hesitate to contact one of us.

Sincerely,

Baxter Culver Casey Kaneko Dan Wall.
Leg. Representative ' Leg. Representative Leg, Representative
Sacramento County Santa Barbara County CSAC

cc: LAFCO Executive Officers
County Administrative Officers
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EXHIBIT C



DECLARATION OF BAXTER C. CULVER

i, Baxter C. Culver, declare and state the following.
1. I am the Legislative Representative for the Countyof Sacramento. I have-been employed in this position since May of1983• MY Prior employment has included serving as staff to amember of the California Legislature and to a member of the

Sacramento County Board of Supervisors.
2. My duties as Legislative Representative includemo ,nitering, drafting, and advocating specific legislation underth<: general guidance of the County pursuant to adopted countylegislative policy. I am authorized to support, oppose, or requestamendments to legislation consistent with adopted county policy.My duties also include working with legislative staff, members ofthe Assembly and Senate and representatives of the StateAdministration.

3. Along with Casey Kaneko, Legislative Advocate for theCounty of Santa Barbara, and Dan wall, Legislative Representativefor the County Supervisors of California, I participated indrafting, revising, and advocating an amendment to SB 1559 ( Stats'.
1992, Chapter 697) wh,i_ch dealt with the exchange of revenue duringthe incorporation of a city. -

4. The to SB 1559 added Section 56845 to theGovernment Code. Section 56845 provided that incorporations mustbe " revenue neutral ". The amendment was intended to structure the
general purpose revenue exchange between a newly incorporated cityand the predecessor agency ( county) so as to eliminate the
circumstance whereby the county relinqueshes more revenue than itreli:nqueshes in responsibilities. Since July, 1978, according toa study conducted in 1985 by the California Association of Local
Agency Formation Commissions, 27 out of 30 incorporations resultedin major to minor fiscal losses to counties. Incorporations since1985 have had similar results. Proposed or potential_
incorporations within Sacramento County would also result in majorrevenue losses to the county.

5. A second amendment (also in SB 1559) amended Section56842 of the Government Code. 56842, as amended by AB 672 ( Chapter541, Statutes of 1985), which, under my direction, was sponsored
by Sacramento County and advocated by the Association of Counties,revised the process by which property tax transfers were calculatedbetween newly incorporated cities and counties. 56842 was a
necessary first step in resolving disputes arising from the



practice of transferring more in property tax revenues than the
county had previously expended for the service which was being
assumed from the county by the new city. Indeed, prior to the
adoption of 56842, it was a co;runon practice to transfer property

tax revenues for services which were entirely supported by fen
revenues (i.e. refuse collection, water, wastewater treatment).

6. The addition of Section 56845 and the amendment to
56842 as contained in SB 1.559, were crafted in furtherance of

Codifying what was curfent Sacramento County LaFCO Policy. As set
forth in the Policy Manual, Page IV -4, "LAFCO will approve a

proposal for.a change of organization or reorganization only if the
Commission finds that the proposal is revenue neutral at the time
that the proposal comes before the Commission." Codification of
this policy was believed necessary because existing law did not
explicitly confer upon LAFCO's the authority to require adhearance
to such a policy. Nor was there a process by which incorporation
proponents and the county could negotiate the revenue exchanges.
Prior to SB 1559, revenue transfers were the function of formulas
and /or transfers rooted in statute.

7. The potential loss to Sacramento County due to an

incorporation is reflected in the analysis of the proposal to

incorporated the community known as Citrus Heights. As presented,
to the Sacramento LAFCO, Citrus Heights would have imposed a net
lass of $ 5 million of county general purpose revenue. Citrus
Heights contains an area in which commer.c.ia]_ enterprises are
concentrated and attracts shoppers from throughout the
unincorporated area of Sacramento County.

8. SB 1559 and AB 3027 were specifically designed to

balance the transfer of general purpose revenue and the transfer
of general purpose revenue financed responsibilities. Those

services which the new city would assume for which fee authority
exists, those services for which discrete revenues are forthcoming
to a city from the state of california, and those services which

the city chooses to offer which were not previously offered by the
county, were not considered appropriate for inclusion in a "revenue
neutral" calculation. It was for that reason that the act of
making a finding of "revenue neutral ", which is required in 56845,
must take place after the calculations which are required in 568x2
have been completed. Those calculations are to determine the

amount of property tax revenue to be transferred to the new city
and do not include " fees, charges or assessments," or Revenue

which, by statute, is required to be used for a specific purpose ".
Indeed, paragraph ( 2) of 56842 defines " total net cost" as

the... costs which which were funded by general purpose
revenues."

9. SB 1559 and AB 3027 were crafted to preserve the
revenue by which countywide service responsibilities such as

indigent health care, social services, the justice system, and
countywide library or parks systems are funded. Prior to the
adoption of "revenue neutral" language in these bills, counties
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invariably were forced to forego revenue sources which finance
these responsibilties t ;?hen an area incorporated. The

responsibility to continue to provide theses services, however, was
ongoing. The revenue neutral language was intended to balance the
transaction by equating general purpose revenues transferred with
general purpose service responsibilities assumed. .

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

11. The adoption of the amendments in SB 1559 and A.B

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

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

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

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

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

1) Special, extraordinary, or additional taxes or assessments.
2) Special, extraordinary, or additional service charges,

rentals, or rates.

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

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

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

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

f) The incurring of new indebtedness or liability by, or on
behalf of, all or any part of any local agency, including territory
being annexed to any local agency, or of any existing or proposed new
improvement district within that local agency. The new indebtedness

may be the obligation solely of territory to be annexed if the local
agency has the authority to establish zones for incurring
indebtedness. The indebtedness or liability shall be incurred
substantially in accordance with the laws otherwise applicable to the
local agency.

g)'The issuance and sale of any bonds, including authorized but
unissued bonds of a local agency, either by that local agency or by a
local agency designated as the successor to any local agency which
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CA Codes (gov:56885- 56890) Page 2 of 3 `

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

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

including cash on hand and moneys due but uncollected, and any other
obligations.
j) The fixing and establishment of priorities of use, or right of

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

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

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

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

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

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

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

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

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

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

charge, fee, assessment, or tax by the local agency or a successor
local agency in the affected territory.

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

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

v) Any other matters necessary or incidental to any of the terms
and conditions specified in this section. If a change of
organization, reorganization, or special reorganization provides for,
or is made subject to one or more of, the terms and conditions
specified in this section, those terms and conditions shall be deemed
t9 be the exclusive terms and conditions for the change of
organization, reorganization, or special reorganization, and shall
control over any general provisions of Part 5 ( commencing with
Section 57300).

Page 3 of 3
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EELAFC0
Local Agency Formation Commission of Santa Clara County

LAFCO Meeting Date: October 1, 2008

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

ITEM No. 6

SUBJECT: Update on:
a) Payment of LAFCO Staff Fees
b) Compliance with Disclosure Requirements
c) Schedule for Proposed Incorporation of the Town of San Martin

Agenda Item # 6

Staff Recommendation

Accept report and provide direction to staff.

Disclosure Requirements

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

LAFCO Staff Fees

As of the end of August 2008, LAFCO staff costs for the incorporation proposal
amounted to $159,660.06 (see Attachment B for July and August invoices). This
amount includes a cost of $44,314.33 incurred in the months of May through
August for legal services provided by Best Best and Krieger, At the September
10, 2008 LAFCO Meeting, the Commission ordered that the proponents are
required to pay the LAFCO fees in full no later than 72 hours prior the public
hearing. The Public Hearing is scheduled for November 7, 2008 and therefore the
payment is due November 4, 2008.

Revised Schedule for the Incorporation Proposal

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

70 West Hedding Street - I Ith Floor, East Wing - San Jose, CA 95110 - ( 408) 299 -5127 - ( 408) 295 -1613 Fax • www.santaclara.lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



Revenue Neutrality Terms

1 August 2008 No Agreement reached between Proponents and
County at end of Negotiation Period, LAFCO
must Impose Terms for Revenue Neutrality

2 September 10, 2008 LAFCO Meeting to discuss Options for Revenue
Neutrality and Commission provide direction to
Staff re. revenue neutrality terms

3 October 1, 2008 LAFCO Meeting to further discuss Options for
Revenue Neutrality and Commission to provide
direction to Staff re. revenue neutrality terms

4 October 2008 LAFCO staff / consultant prepare terms and
revise CFA

LAFCO Public Hearings: Final Approval

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

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

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

4 Late October 2008

5 No later than November 4, 2008

Hold an Informational Workshop in San
Martin

Proponents to pay LAFCO Fees in full

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

Hearing.

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

8 December 8, 2008 Last Day to Request Reconsideration of
LAFCO Resolution adopted on November 7,
2008

Page 2 of 4
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9 Following LAFCO Approval

10 December 12, 2008

11 December 3, 2008

Election Related Dates

Prepare Final Boundary Map and Legal
Description

Potential Meeting Date for LAFCO
Reconsideration Hearing ( To confirm
availability with Commissioners)

Regular scheduled LAFCO Meeting Date

1 TBD Deadline for submittal of Final LAFCO

Approval Documents to County for BoS
Meeting

2 TBD BoS' Meeting to Adopt Resolution Calling
Election and Determine whether Candidates

will be Charged for Candidates' Statement to
be sent to Each Voter or whether County will
Absorb Costs

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

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

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

February 6 to March 6, 2009 Paper

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

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

8 E -0 June 2, 2009 Election Day

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

Page 3 of 4
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LAFCO Finalization Dates

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

1 Following certification of LAFCO Records Certificate of Completion /
election results Termination and LAFCO Forwards the

Finalization Documents to SBE and other

Affected Agencies and County Departments

2 August 1, 2009 or later Effective Date of Incorporation

ATTACHMENTS

Attachment A: SMNA disclosure documents

Attachment B: July 2008 and August 2008 Invoices for the Proposed
Incorporation of the Town of San Martin

Page 4 of 4
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SUP 23 ' 08 05 :19PM ARIES CONSULTANTS

San Martin Neighborhood Alliance

Together We Make A Difference"

FAX TRANSMITTAL

TO- Local Agency Formation Commission

FROM: San Martin Neighborhood Alliance

DATE: September 23, 2008

RE: California Force 460, Recipient Committee Campaign Statement

NO PAGES: 18 (including this page)

P. 1/18

ITEM No. 6
ATTACHMENT A



Recipient Committee
CID Campaign Statement

Cover Page
tZ Government Code Sections 84200 - 84216.5)

SEE INSTRUCTIO" ON REVERSE

I- Type of Recipient Committee All Gomrrxlltees - Complete Ports 9, 2, 3, and 4,
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7 4. Verificaifon
n

1 have used all reasonable difigencein preparfng and revievring this statement and to the best or myknmvledge the informationorder Wally Of Perju ry Under the lays orthe State of contained herein and in the attached schedules is true and complete_ J cerfifyCalifornia that the Foregoing is lrue and correct.to
m

Executed on
Darj V7

M1

I ©
Exe e L ute3 on i

SyantTr9aw rorASSt IaKT(exAcr '

Fra}a J

M

yof
Sig' oECanUdiRggrfriyer_ Cud4e, 51aleMeas .rePrcgx.nlaRpcsteCfficaTSr

RI Exemled on

IL
Da73

W 5gna4 re d Cort}bltg OFfix}blCer, Cwrlda7e, StaleI.W.AurePropefbe
co Executed on

13YDakq

dCuding0'- iochcl -t'x, Candiiad, sy'sA•e Propnenl '
FPPC Form 460 (Januarytfl5)

FPPC Toll -Frey Herpline, SWASK -FPPC (13602753772)
Slate of Calltorrnla

Type or print In ink•

Statement covers period Date of election If appllcable:
from

I
uoc ( Month, Day, Year)

through

COVER PAGE
Date Stamp

CALIF
F 460

Page 1 of

For Official Use Only

2. Type of Statement;
Preelection Statement

Quarterly Statement
Semi - annual Statement

0 Special add - Year Report
Termination Statement

Also file a Farm 410 Termination)
SupplementalPreefection

Amendment ( Explain helrnv)
Statement - Attach Form 495

Treasurer(s)
NAME OF TREASURER,

MAILING ADDRESS

Sl_
CITY STATE ZIP CODE AREA CODEIPHONE

NAME OF ASSISTANT TREASURER, IF ANY

MAILING ADDRESS



OD

Campaign Disclosure Statement Type or print in ink. SUMMARY PAGE

Amounts may be rounded Statement covers period CALIFORNIA • ,Summary Page to whole dollars. i
n .

from  / 2

F"" U
SEE INSTRUCTIONS ON REVERSE i#irough Page of  

I

NAME Of FILER I-D_ NUMBER

k Q--- ( l
Column A Columm a Calendar Year Summary for CandidatesContributions Received TOrALMSFEROD C"IENDAR

Rtnnln n Bohn the State Pd andtFROMATFACNEOSCFEDIAES) 10T00[]ATE g I r

General Elections

1_ Monetary Contributions ............ ............................... scheLfW&A, 0183 3 E 121
2. Loans Received ........... ..............................  

1/1l through W30 7t1 to Oate
Schedu'a B. tine 3

Add!_rnes 1 i 2
20 Contributions $ !! 

s _

3. SUBTOTALCASH CONTRIBUTIONS ................... 
e- 

5
Received $ $

4. Nonrnonetary Contributions.. ... ............................... sQwa.,'2c, Line 3 7   
fO© 

21. Expenditures

5. TOTAL CONTRIBUTIONS RECE IVED ......... ............ .. e...ArAdUnes•3 +q $ !. t I U g ( Made $ $

Expenditures Made Expenditure limit Summary for State
6. Payments Made ............. ............................... ........... schedwe E, Line 4 S r' 61 3 S ( D { Candidates

7. Loans Made ............................................................. schedule 14, L003
22. Cumulative Expenditures Made'

8. SUBTOTAL CASH PAYMENTS ..... ............................... Add Lines s +7 a fib , 
r $   

UkfsvbjaU to VoluntAryEzpandi r. UmK)

9. Accrued Expenses (Unpaid Bills) ............................... scd:edu,'eF,, tune 3 C   . Date of Election Tota) to Date

z10. Nonmonetary Adjustment ........... ............................... schedo c, r_ne a ( rnnYddlyy) i
Cr

J11. TOTAL EXPENDITURES MADE .... ............................ AddLhE!38 +g+ 10 $  $ $

rn

0 Current Cash Statement _ t $

12. Beginning Cash Balance ....................... Prm,+ vssummearyPagA Line 16 S U
To calculate Column B, add

F 13. Gasb Receipts ................................................... W1,17nA, Line 3above ` C ( amounts in Column A to the
ry

J
correspondin amounts ' Amounle in this section may be different from amounts14. Miscellaneous Increases to Cash ........................... scliedaw 1, Urre 4 J - from Column 8 of your last reported in Column B.

7- report. report. Some amounts bn
a- 15. Cash Payments ............ Co. urrva A, tine a above
m Caiumn may be negative
r' 16. ENDING CASH BALANCE .......... Add Lines 12 + 13 + 14, wren f Life 15 $ - 3; , 7   figures that should be
to subtracted fiam previous
CD If Ibis is a larmfaaUon statement Line iS must be zero. period amounts. It this is

the first report beeng filed
103 17. LOAN GUARANTEES RECEIVED .... ....................... sof daa S. Fart 2 $ for this calendar year, only

r carry over the aTmunis

Cash Equivalents and Outstanding Debts from Lines 2 , 7, and s cfN h E g g any).
n 18. Cash Equivalents ......... ............................... see instwssuans on reverse g
w 

19. Outstanding Debts ................ ......... AddLfne2 *tine9iiCcJwnnsabove $ rU FPYC Form 480(January/O5)
FPPC Tol l -free Helpline: SMASK-FPPC (86612755.3772)
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Schedule A

Monetary Contributions Received
Type or print In Ink.

Amounts may be rounded
to whole dollars.

SEE INSTRUCTIOINS ON REVERSE

NAME OF FILER - -

inn 1k t iN-"— - -

DATE FULL NAME, STREET ADDRESS AND ZIP CODE OF CONTRIBUTOR CONTRIBUTOR
RECEIVED VF0DWIWIT eF,PL56ENTER1D.NlNACERJ

CODE *

OCOM
I 3f (uv.lti 1A/tv"bv t'r Q QOTH

G {swh« ` l PTYCA pscc

tL

T_(L

eras ti

QtND

j PTY
QSCC

I

IND
COM

EQOTH
p TY
scc

r f A laOTH
PTY

SCC

DINE)
COM
DOTH

PTY

SCC

4 /P0

7

SUBTOTAL. $

Schedule A Summary ' ContfibutarCodes

1. Amount received this period - itemized monetary contributions. -- IN1D- kxk4dtW

Includeall Schedule Asubtotals,) CC%I -Ra pisntCommitlee
other than PTV or SCC)

2, Amount received this period - unitem izeB monetary c7ontributio n of less than $100 ....,.I $ * - OTH - 01MY (e.g-, basiness ennty)
f  p PTY -- Polalcal Party

3. Total monetary contribution s received this period, ' t I  SCC- Small contrihularCommmee

Add Lines 1 and 2, Enterhere and on the Summary Page, Column A, Line 11,)__ ....... ......... TOTAL $

Statemen cov s period

from 

ti roueh v L

SCHEDULE A

CALIF

O' •

rr-
Page - of C K2
I.D. 16

IF AN INDIVIDUAL, ENTER I AAfOU@IT CuMuLATIVETO DATE PER ELECTION
OCCUPAT10N AND EMWLOYER REC£NEDTHIS CALENDAR YEAR TO DATE

F S=JF -EMPLOYED, ENTER NME PERIOD JAN. 1 • DEC. 3t) ( IF REQUIRED)

CfB4RS
I

ii 

FPPC Form 460 (JanuM105)
FPPC Tall -Fres lielpiine: 866fASK -I'M (86$1775~3772)
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Schedule B -- Part 1
Ln

LoansReceived

SEE INSTRUCTIONS ON REVERSE

NAP E OF FILER

FULL NAME, STREET ADDRESS AND Z4P CODE
OF LENDER

OF00WA1TTEE.ALRDENTERID MMIP.ERI

IND  CON!  OTH  PTY  SCC

tQ IND  cOM El OTH  PTY Q SCC

t IND CJ CONI.  OTH  PTY 0 SCC

Schedule B Summary

Type or print In Ink. SCHEDULE B -PART I

Amounts may be rounded Statement co ers period
CALIFORNIAto whole dollars. •

from

f
through Page of

I.D. NUMBER

IF AN INDIVIDUAL, ENTER OUTSTANDING
ie) ( z) ( d) ( ill IgJ

OCCUPATION AND EMPLOYER BALANCE AMOUNTPAID OUTSTANDING IPnEgEST ORIGINAL CUI ILATIVE
RECEIVED IMS BALANCE

IF SE E THIS
THIS AMOUNT OF 0MRIBUTIONS

N MEMPLOYED, ES4TER BEGINNING THIS ORS PERIOD' CLOS -plor) 
IS

PERIOD LOAN TO DATEtopeuaRess) PERIOD PERIOD THIS PERID aIOD

PASD CALENDARYERR

FORGIVEN
RATE

I  
FcRELEC' TION"

S S — S S

PAID

3

D FORGVEN

S S S

PAID

S S

tD FOP.'GFVcN

s s s

SUBTOTALS $ $

DATE OW

DATE ME

DATE GLE

I /V .1. Loans received this period ..................................................................................... ............................... $ `(!
Total Column (b) plus unitemized Loans of less than $100.)  

s
2. Loans paid or forgivenl#iisperiod ..................................... ....... ................... .......................................... $ 1f

Total Column (c) plus loans under$100 paid or forgiven.)
Include loans paid by a third party that are also itemized on Schedule A.)

3. Net change this period. (Subtract Line 2 from Lane 1.) ................................ ............................... NET $ 1  CIO
Enter the net here and on the Summary Page, Column A, Line 2, fPheyb 'a"ogar-- '' "

r 'Amounts forgiven w paid by anolher party also must be reported on Schedule A.

S
DATE W -JARED

CAL04DAR YEAR

RATE

FERELECTION'''

S S
DATE 14CURRED

CALENDAR YEAR

I

S S
RATE

Pr7Z ELECTION ~

I s

DATE II.: URRED

Enter ;e) un
Sdie4Ue E, kina3J

tConlribulor Codes

IND- Indh

COM- Reaptent Co miittee
other than PTY or SCC)

OTH - Other (e.g_, business entity)
PTY - Polilu.al Party
SCC- Small CDntributorCommittee

ff required. FPPC Form 460 (Januaryf05)
FPPC Toll -Free Helpline. 866fASK -FPPC (8661275 -3772)
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Schedule B — Part 2
Loan Guarantors

SEE INSTRUCTIONS ON REVERSE

NAME OF FILER

f

FULL NAME, STREET ADDRESS AND
P CODE OF GUARANTOR

F DOMMU ` l, ALSO ENTER LRNMB£R)

Uowc--

Type or Print I
SCHEDULES - PART2

In ink.

Amounts may be rounded Stateme t vers period CALIF
to whole dollars.

from r 1 O

through Pag of "

I.D. NLMBER

IF AN INDIV;DUAL, ENTER
CONTRIBUTOR OCCUPATION AND OAPLOYER

CODE ILF SPiF- EMPLOYED,Ercr&R
NAMEOFEMEMEW

IND
coil

Q OTH
PTY

SCG

IND

COKI
OTH

PTY

SCC

IND
COM

OTH

PTY

SCC

IND
COM

oTH

PTY

SCG

AMOUNT
LOAN GUARANTEED CUAlAATNE SM O

THIS PERIOD TO DATE TO DATE

LENDER CAlENDARtEAR

s

DATE PERELEC -

IIF REQUIRED)

5

CALENDARIEAR
LEWER

s

KR ELECTKM
OATF IIF REQUIRED)

5

MENDARYEAR

LENDER

5

PEA ELECTON

0= F:01JIRED)
DATE

5

CALENDARYEAR
LENDER

a

PER ELFC71aN
DATE

VF REQUIRED)

5

SUBTOTAL $
EniezOn

xraory Paao,
LPse 17 un/-

FP PC Form 464 (January /45)
FPPC Toll -Frey Helpl ine: 666/ASK -F PPG (8661775.3772}
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Schedule C Type or print In Ink, 
SCHEDULE G

Nonmoneta Contributions Received Amnuntsmayberavnded
staternentcovers periodry to whale dollars. P

from --o-4 I i ZZg FO

SEE INSTRUCTIONS O14REVERSE through A . ,A ' 1 Page of
NAA E OF FILER ,

I D. 

NUMB
IF AN IINDNIDVAL, ENTER

DESCRIPTION OF
CU4SULA IVE TO

PEI ION61E, AND AlAOUNTI
DATEDATE

FULL NA STREET ADDRESS A
CONTRIBUTOR OCCUPATION

TORECENED a

GOODS OR SERVICES
FAIRMARIT TO DAT

OF COMMITTEE. ALSO EIlTER l!). NL7
ZIP CODE OF CONTRIBUTOR ( qpE

ABERI ( S SElF- ELVLOyED, EWER VALUE (
JAN

YEAR
AkME OF PAISINFSS) ( JAN I -DEC 91) ( IF REQU RED)

cGevraL INDp --

QOM
kPTH
PTY 

SCC

ILI 1 U2 " t 
IND

S--4&4z,&_ec JR07H Z'D t 2-0
vv" " PTYK i CA © SCC

END
r; f DOOM

WTH
oPTY ( CV IL
SCC

DIND

NOTH

CISCC
Attach additional information on appropriately continuation sheets, SUBTOTAL $

Schedule C Summary
1. Am ount received this period— itemized nonnionetary COW budons,

Include all Schedule C subtotals.) ...................................................................................... ............................... $

2, Amount received this period — unitemized nonmonetary contributions of less than $100 ...................... .............. $
3_ Total nonmonetary contributions received this period.

Add Lines 1 and 2. Enter here and on the Summary Page, Column A, Lines 4 and 10.) ...................... TOTAL $

Conldbulor codes

IND - Individual

f COM - Recipient Committee
other than PTY or SCC)

OTH - OlIner (e.g.. business entity)
PTY - Politimt Party
SCC -Small contributor Committee

FPPC Farm 460 (January(05)
FPPC Tot! -Free Helpllne: 666JASK -FPPC (8661275-3772)
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Schedule ,X(Continuation Sheet)
rAoA fonetary Contributions Received

Type or print in ink.
Amounts may berournded

to whole dollars.

NAME OF FILER

FORM

DATE
RECEIVED

FULL NAME, STREET ADDRESS AND ZIP CODE OF CONTRIBUTOR
rWWTEEE. ALSO ShrMRr O NW&ER)

CONTRtOR

C L Page of

RIND

Tl,

2,OTH
PTY

CIHAULATIVETODATE PERELECTION
CALENDAR YEAR IODATE

PERIOD

scc

IND
OOM

i l

I ROTH

vtr, ° ` rV Osc
t IND

El

be 5"X'_ `' t"fib +

OTBOTHH

SCC

I

IND

COM
f - IROTH

PTY

SCC

D IND

00 YH
r . sCJ PTY

5CC

IF AN INDIVIDUAL, ENTER
OCCUPATION AND EMPLOYER

IF SELF- EWLOYED. EMERNAME
OFBLISINESS)

SCHEDUL

Statement covers period C 44from FORM

L
Ihraugh C L Page of

I -D NUM

Tl,

AMOUNT
RECEIVED THIS

CIHAULATIVETODATE PERELECTION
CALENDAR YEAR IODATE

PERIOD JAN. i -DEC. 31) ( fF REQUIRED)

i l

I Go

NT.)

SUBTOTAL$

Contributor Codes

IND— Individual

COM —Recipient Committee
M ( other than PTY or SCC)N

OTH — Other (e.g., business entity)
W PTY— Political Party
LO SCC- Smarl CDntdbu(ar Committee FPPC Form 450 (Januaryl -05)

FPPC Toll - Free Helpline: 8661ASK -FPPC (856275 -3772)



C-
Schedule K(Continuation Sheet)
Monetary Contributions Received

Type or print in Ink.
Amounts may be rounded

to whole dollars.
Stateer cnvrs period

from ffjj I 1

through q` (C '

SCHEDULE #( CONT.)

Page of

1.0- N JMEER

IF AN INDIVIDUAL, ENTER

NAM E OF FI L.ER

OCCUPATION AND EMPLOYER RECEIVED THIS
tIFSELF - FFpLOYM ENTER NAAE PERIOD

CF6USNESS)

BATE FULL NAME, STREET ADDRESS AND ZIP CODE OF CONTRIBUTOR CONTRIBUTOR
RECEIVED ( IF WNMITTECALSO SUER W. NUMAaER) CODE

AAj/ 0PTY
SCC

J — IND
COM
OTH

PTY

SCC

MIND
COM

r OTH
PTY

Z SCC

Q IND

COM
17 OTH

PTY

U SCC

co
IND

COM
MOTH

G PTY
n

V
SCC

V

Lo

OD

F
ConWbutor Codes

IND – Individual
co COM– RecipientComrrLittee

other than PTY or SCC)
IL OTH – 01Mr (e.g., 6usirress em(fly)
Lo PTY– Political Party

SCC– Small Contritrutor Committee

Stateercnvrs period

from ffjj I 1

through q` (C '

SCHEDULE #( CONT.)

Page of

1.0- N JMEER

IF AN INDIVIDUAL, ENTER AMOUNT
OCCUPATION AND EMPLOYER RECEIVED THIS

tIFSELF - FFpLOYM ENTER NAAE PERIOD
CF6USNESS)

CUM ATIVETODATE
CALENDAR YEAR

JAN. 1 - DEG- 31)

10

PER ELECTIG"
TO DATE

F REQUIRED)

SUBTOTAL$ r<

FPPC Form 460 (January/05)
FPPC Toll -Free Helpl Ine: 66VA.SK -FPPC (86M78 -3772)
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Schedule D

Summary of Expenditures
Supporting/Opposing Other
Candidates, Measures and Committees

SEE INSTRUCTIONS ON REVERSE

NAME OF FILER

DATE NAME OF CANDIDATE, OFFICE, AND DISTRICT, OR
AI EASURE NWABER OR LETTER AND JURISDICTION,

OR COMMITTEE

Support  Oppose

Support [] Oppose

Q &Ppod  Oppose

Type or print in Ink.
Amounts may be rounded

to whole dollars.

TYPE OF PAYWNT

Monetary
Contribution

Nonmonetary
Contribution

independenl
Expenditure

Monetary
Contribution

Nonmonetary
Conlribution

Independent
Expendilu re

Monetary
Contribution

Nonnronetary
Contribulion

Independent
Expenditure

U

SUBTOTAL S

Schedule D Summary

1. Itemized contributions and independent expenditures made this period. ( Include all Schedule D subtotals.) .......................... ............................... S

2. Unitemized contributions and independent expenditures made this period of under $ 100 ...................................................... ............................... $

3. Total contributions and independent expenditures made this period. ( Add Lines 1 and 2. Do not enter on the Summary Page.) ............ TOTAL $

DESCRIPTION
F R£QUIREO)

FPPC Form 460 ( January/05)
FPPC Toll - Free Hebpline. 8651ASK - FP PC ( 868f2TS3772)

SCHEDULED

Stat,arnent

c 
ers period

from Gi

CALIFORNIA

FORM 460 iQfr ! i Vthrough Page of

I.D. 

NU),M13ERR
CUMULATIVE TO DATE PER ELECTION

AMOUNTTHIS CALENDAR YEAR TO DATE
PERIOD ( JAWII- DEC,31) ( IFRnut'RED)

U

SUBTOTAL S

Schedule D Summary

1. Itemized contributions and independent expenditures made this period. ( Include all Schedule D subtotals.) .......................... ............................... S

2. Unitemized contributions and independent expenditures made this period of under $ 100 ...................................................... ............................... $

3. Total contributions and independent expenditures made this period. ( Add Lines 1 and 2. Do not enter on the Summary Page.) ............ TOTAL $

DESCRIPTION
F R£QUIREO)

FPPC Form 460 ( January/05)
FPPC Toll - Free Hebpline. 8651ASK - FP PC ( 868f2TS3772)
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Schedule E Type or print in Ink.  
SCNEDUL E E

Statement

a7
rs erlod

Amounts ma be, rounded p CALIFORPayments Made y.
to whole dollars. / 

rfrom r
t

SEE INSTRUCTI&4S ON REVERSE through
NAME OF FILER

I.D. NUMBER

CODES: If one of the following codes accurately describes the payment, you may enter the code. Otherwise, describe the payment.
CW campaign paraphemalialmise. MRR member communicalions, RAD radio airtime and production castsCNS campaign consultants MTG meetings and appearances RFD returned contributions
CTB contribution ( explain nonmanelary)' CPC office expenses SAL campaign workers' salariesCVC civic donations PET petition circulating TEL Im. or cable airtime and production costsFIL candidate fiilingiballot fees PHO phone banks TRC candidate travel, lodging, and mealsR fundraising events PO!_ polling and survey research TRS staff /spouse travel, lodging, and mealsM independent expenditure supportingloppcsing alhers (explain)' POS postage, delivery and messenger services TSF transfer behveen committees of the same candidatelsponsorLEG legal defense PRO professional services (legal, accounting) VOT voter registrationUT campaign literature and mailings FW prinf ads WEB Information technology costs (intern3el, e-mail)

NAME AND ADDRESS OF PAYEE
FCOMPAIRF.E,ALSOE.YTERM3. NUMBER)

4

CODE OR — DESCRIPTION OF PAYM ENT

r-

r 1

Payments that are contributions or independent expenditures must atsa be summarized on Schedule D

Schedule E Summary
1. Itemized payments made this period. (Include all Schedule E subtotals,) ...................................,....,. ...............................
2. llnitemized payments made this period of Linder $ 100 ...................................................................... ...............................

3. Total interest paid this period on loans, (Enter amount from Schedule B, Part 1, Column (e).) ........... ............... ................
4. Total payments made this period. (Add Lines 1, 2, and 3, Enter here and on the Summary Page, ColumnA, Line 6.) .....

AMOUNT PAJD

Fz'se/

t-  '
SUBTOTALS 17

i 0 15 -

TOTAL $

FPPC Form 460 (January145)
FPPC Toll -Free Hetpline: 966JASK -FPPC (86612753772)



co Schedule E SCHEDULE E (CONT.)

N Type or print in ink. 
Statern eov Fs perContinuation Sheet) Arnoums

f
CALIFOR

Payments Made to whole dollars. 1
From l ( v  ?a: 

r l
SEE INSTRUCTIONS ON REVERSE through

I

r Page of !___—
tfiWE OF FILER

I.D. NUMBER

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

Campaign para.pharnalialmisc.
campaign consultants

MBR

MTG
member cornmunicalions
meetings and appearances

RAD radio airtime and praduclion costs
RFD returned contributions

CTB
GVC

contribution (explain nonmoneteryy
civic donations

OFC

PET
office expenses
petition circulating

SAL campaign vfcrkers' salaries
TEL i.v, or cable airtime and produckn castsF1L

Fhb
candidate Illing( ballot fees
fundraising events

PHO

POL
phone banks
polling and surrey research

TRC candidate travel, lodging, and meals
IRS staff /spouse travel, lodging, and mealsM

LEG
independent expenditure suppNfinglopposing others (explain)'
legal derense

POS

FRO
postage, delivery and messengef services
professional services (legal, acoounbrig)

TSF Iransfer between committees of the same candidate /sponsor
VOT voter registrationUT campaign lileratufe and mailings PRT print ads WEB information technVagy costs (Internet, e-mail)

NAfdEAN ALSO E WrER1. OF PAYEEIF GD ALSO friE4. NUMPEgl
CODE OR DESCRIPTION OF PAYMENT AMOUNT PAID

Pilo !.91tTIE£,

fNp ! Onz:>

Payments that are contributions or independent expendituresmustalsobesumrr oarizedonScheduleD. SUBTOTAL $ U,4
FPPC Form 460 (January105)

FPPC Toll -Free Helpline: 8661ASK -FPPC (8661275 -3772)



CID Schedule E

Continuation Sheet)
n Payments Made

SEE INSTRUCTIONS ON REVERSE
NAME OF FILER

Type or print In Ink.
Amounts may be rounded

io whole dollars.

Statement cov rs perlod

from / 71 b

ghthrow

SCHEDULE E (CONT.)

C •

Page ll - - of

I O. NUM ER

CODES: If one of the following codes accurately describes the payment, you may enter the ocde. Otherwise, describe the payment.
QVP campaign parapherrt' atialmisc. MBR memberwmmunlcadons RAD radio airtime and production costs
CNS campaign consultants MTG meetings and appearances f*D returned contributions
CTB contribution ( explain nwrnonetary)' OFC office expenses SAL campaign workers' salaries
CVC civic donations PET petition cdreulating Ta I.v, or cable alrtime and production oasts
FIL candidate filingfnallot fees PHO phone banks TRO candidate travel. lodging, and meals
FM fundraising events POI. polling and survey research TRS stafffspouse travel, lodging. and meals
IID independent expenditure supportingropposing others (explain)' POS postage, delivery and messenger services TSF transfer between oommittees of the same candidate/sponsor
LEG legal defense PRO professional services ( legal, accounting) VOT voter registration
Lrr campaign literature and mailings PRT print ads WEB information technology costs (►nteinet, a -mail)

NAME AND ADDRESS of PAYEE I CODE OR DESCRIPTION OF PAYNENT AMOUNTPAIDEF C0%&; rWE, ALSO ENTER ID. NUMBER)

r

Y'vLtsrittivL. 

fl

Al

i° p ( 7
EL
Ld " 

Payments thatare conidbutions orindependentexpenditures mustalso be summarineden Schedule D. SUBTOTALS ` 7 -r 1

FPPC FOFm4e0 (JanuaryI06)
FPPC Toil -Free Helpline: 8661ASK -FPPC 0 M75-3772)



Schedule E SCHEDULE E (CONT.)
Type or print In Ink.

Amounts m be rounded Statement ovens period CALIFContinuation Sheet) y
towholedollars. 

D FORPayments Made f►em

SEE INSTRUCTIONS ON REVERSE through Page of C
NAME OF FILER LiJ. NUlAFlER

CODES: If one of the following codes accurately describes the payment, you may enter the code. Otherwise, des0be the payment.
UvP campaign paraphernalialmisc. MBR membercommunications RAD radio al;Wia and production costs
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ITEM NO.6
ATTACHMENT B

PROPOSED INCORPORATION OF THE TOWN OF SAN MARTIN

STATEMENT OF LAFCO STAFF COSTS

Statement Month: July 2008

Beginning Balance I AMOUNT

BALANCE FROM THE PREVIOUS STATEMENT $ 140,653.67

Staff Time for September 2007
LAFCO Staff Hours Hourly Rate* Cost

LAFCO Clerk 11.50 106.00 1,219.00
12,816.83

LAFCO Analyst 4.45 164.00 729.80

LAFCO Counsel (BB &K) 5,726.53
LAFCO Executive Officer 28.25 182.00 5,141.50

Expenses
Postage for sending the July 30, 2008 memo update
on CFA (7 x $0.45) 3.15

3.15

TOTAL DUE FOR THE CURRENT STATEMENT $ 12,819.98

BALANCE DUE TO DATE $ 153,473.65

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

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



JULY 2008

STAFF DATE ACTIVITY/TASK
HOUR MONTHLY

UNITS TOTAL

Phone meeting with attorneys, proponents
7/1/2008 re CFA issues and follow up phone call with 2.00

attorney
7/2/2008 Prepare for and attend LAFCO meeting 5.00

7/7/2008
Review disclosure issues and schedule for

0.50
incorporation

7/8/2008 Phone conversation with Sylvia Hamilton 0.25

Discuss road costs in CFA with Ron
7/10/2008

Jackson and follow up
1.00

7/11/2008 Update from Scott Smith 0.50

7/14/2008 Phone discussion with Mala and follow up, 2.00
Review emails from Rick van't Rood

Phone conversation with Ron Jackson re.

road funds and with Berkson re. road funds

7/16/2008 and CFA Review and work on other 2.00

incorporation issues: schedule, disclosure,
EXECUTIVE OFFICER fees invoices, CFA 28.25

Phone call with Mala re. CFA issues,

7/17/2008 certificate of filing and review and follow up 2.50
w/ Berkson re responses to comments on
CFA

Work on CFA issues related to road costs,
7/18/2008 forward communication protocol information 1.50

to Commissioners

Work on CFA issues re. road costs, Phone
7/21/2008 conversation with Kieser re. CFA 2.00

Review and discuss further revisions to the

7/22/2008 CFA tables, prepare memo re. CFA table 3.00

revisions, revenue neutrality letter to BoS
Phone meeting w/ attorney re CFA issues,
disclosure issues, Prepare letter regarding

7/23/2008 certificate of filing, memo re. CFA tables, 6.00

Provide update to Commission re.
incorporation issues
Conference call with M. Subramanian

7/22/2008
regarding CFA

0.30

Mail and email Memo regarding Certificate
7/23/2008 of Filing for Proposed San Martin 0.15

Incorporation

LAFCO ANALYST 7/24/2008
Conference call with M. Subramanian

0.20 4.45
regarding CFA
Conference call with M. Subramanian and

7/25/2008 Proponents regarding CFA issues and 1.80

follow -up discussion regarding CFA
Email to Proponents regarding FPPC form

7/25/2008
and information

0.10

Conference call with M. Subramanian
7/28/2008

regarding CFA
0.20

Page 1 of 2



JULY 2008

STAFF DATE ACTIVITY/ TASK
HOUR MONTHLY

UNITS TOTAL

Conference call with M. Subramanian

regarding city attorney transition year costs
7/29/2008

and conference call with R. Berkson
0.40

LAFCO ANALYST regarding Tables 1 and 3
Continued) Conference call with M. Subramanian

7/30/2008
regarding release of sales tax information

0.30

Conference call with M. Subramanian
7/30/2008

regarding Tables 1 & 3
0.50

Finalize LAFCO Memo on CFA and RN;

7/31/2008 email and mail Tables 1 & 3 and Memo to
0.50

LAFCO, Proponents, and County; and
request/verify posting on LAFCO Website
Prepare for July 2, 2008 special LAFCO
meeting on San Martin incorporation:

7/1/2008 supplies, maps, request to speak forms, 0.75

and make copies of documents for
distribution, etc.
Set up Board Chambers and attend the July

7/2/2008
2, 2008 special LAFCO meeting

3.50

Update San Martin files with staff reports
7/7/2008 and correspondence from the July 2, 2008 0.25

special LAFCO meeting

LAFCO CLERK 7/8/2008 Prepare minutes of July 2 special LAFCO
2.25 11.50

meeting
Continue to prepare minutes of July 2

7/9/2008
special LAFCO meeting

1.75

Continue working on the minutes of July 2
7/11/2008

special LAFCO meeting
1.25

Update website re. July 30, 2008 memo on
update to CFA, revised CFA tables 1 and 3,
and LAFCO letter to Santa Clara County

7/30/2008
Board of Supervisors; and send hard copies

1.75

to LAFCO Commissioners and the

proponents by mail.

Page 2 of 2



PROPOSED INCORPORATION OF THE TOWN OF SAN MARTIN

STATEMENT OF LAFCO STAFF COSTS

Statement Month: August 2008

Beginning Balance I
AMOUNT

BALANCE FROM THE PREVIOUS STATEMENT $ 153,473.65

Staff Time for September 2007
LAFCO Staff

LAFCO Clerk

LAFCO Analyst
LAFCO Counsel

I LAFCO Executive Officer
Expenses

Hours Hourly Rate*
1.10 $ 106.00

0.70 $ 164.00

11.00 $ 182.00

Cost
116.60 $ 

6,186.41
114.80

3,953.01
2,002.00

TOTAL DUE FOR THE CURRENT STATEMENT $ 6,186.41

BALANCE DUE TO DATEI $ 159,660.06

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

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



AUGUST 2008

STAFF DATE ACTIVITY/TASK

Review correspondence and status of8/19/2008
issues

8/21/2008 Follow up on incorporation issues

8/22/2008 Phone meeting with attorney to discuss
incorporation issues, follow up

EXECUTIVE OFFICER Phone meeting with attorney and
8/25/2008

proponents
Review incorporation issues, Discuss w/

8/26/2008
Berkson re. revenue neutrality options

8/28/2008 Prepare staff report
8/29/2008 Prepare staff report

Conference call with M. Subramanian
8/01/2008

regarding Revenue Neutrality
Conference call with M. Subramanian

LAFCO ANALYST
regarding County Staff Report and

8/8/2008
Proponent's Letter regarding Revenue
Neutrality
Prepare monthly staff time invoice for July

8/1/2008
2008

Scan and email to Rick Van't Rood

LAFCO CLERK
8/27/2008

September and October 2007 invoices
Prepare draft agenda for September 10,

8/28/2008 2008 closed session and special meeting
on San Martin

HOUR MONTHLY

UNITS TOTAL

1.00

1.00

1.50

11.00
1.00

1.50

2.00

3.00

0.20

0.70

0.50

0.50

0.10
1.10

0.50

Page 1 of 1
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EELAFC0
Local Agency formation Commission of Santa Clara County

LAFCO Meeting: October 1, 2008

TO: LAFCO

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

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

RECOMMENDATION

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

ANNEXATION & REORGANIZATION ACTIVITY

ITEM No. 8

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

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

ISLAND ANNEXATIONS

The City of San Jose was the only city to complete island annexations during Fiscal
Year 2007 -2008. The City annexed 10 unincorporated islands totaling 61.75 acres.
Working with the City of San Jose and the County, LAFCO staff continued to help
coordinate the overall island annexation program. LAFCO staff assisted and advised
San Jose on their public outreach process, coordinated the preparation of maps and
reports by the County Surveyor and Assessors' Offices, was available to attend
island annexation community meetings and hearings, provided technical assistance
on the island annexation process and law, and worked with and completed all
necessary paperwork as required by the State Board of Equalization.

70 West Hedding Street . 1 I th Floor, East Wing - San Jose, CA 95110 - ( 408) 299 -5127 - (408) 295-1613 Fax - www,santaclara,lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



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

URBAN SERVICE AREA AMENDMENTS

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

OUT -OF- AGENCY CONTRACT FOR SERVICE REQUESTS

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

COMMISSION AND STAFF CHANGES

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

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

OTHER PROJECTS / STUDIES

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

LAFCO adopted the Northwest Santa Clara County Service Review and updated
the spheres of influence for the involved agencies in October 2007. The Report
covered ten cities including Campbell, Cupertino, Los Altos, Los Altos Hills, Los
Gatos, Monte Sereno, Mountain View, Palo Alto, Saratoga, Sunnyvale and nine
special districts including Cupertino Sanitary District, El Camino Hospital

2
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District, Midpeninsula Regional Open Space District, Rancho Rinconada
Recreation and Park District, Santa Clara Valley Transportation Authority,
Saratoga Cemetery District, West Bay Sanitary District and West Valley
Sanitation District.

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

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

Representing the Santa Clara County Municipal Public Works Officers'
Association

Glenn Roberts, Public Works Director, City of Palo Alto

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

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

The final report provides an overview of each of the cities and special districts
and includes service review determinations and SOI recommendations and

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

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

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

S: \Lafco \LAFCO \Agendas 2008 \October 2008 Staff Reports \07- 08AnnualRpt.doc



of influence determinations. These reports are also available on the LAFCO
website.

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

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

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

Both reports are also available on the LAFCO website.

San Martin Incorporation

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

Comprehensive Fiscal Analysis (CFA) and Revenue Neutrality Activities

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

Environmental Review and Alternative Boundaries Activities

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

Special Legal Counsel Hired

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

Participation in CALAFCO Activities

CALAFCO Most Effective Commission Award 2007

LAFCO received the "Most Effective Commission Award" from CALAFCO

in September 2007 for the Commission's adoption of Agricultural Mitigation
Policies and LAFCO's successful efforts to work with the County and the
various cities to annex unincorporated islands.

CALAFCO Executive Board Member

Commissioner Susan Vicklund Wilson, public member, is serving her third
term on the CALAFCO Executive Board and is currently the Vice Chair,
Commissioner Wilson also participates on the CALAFCO Legislative
Committee,
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CALAFCO Annual Conference (September 2007)

LAFCO staff and Commissioners Constant, Howe, and Wilson attended the
2007 CALAFCO Conference in Sacramento. Commissioner Wilson was a

moderator for the "CEQA Basics" Session and panelist for the "Sustaining
Agriculture: Exploring LAFCO's Role" session.

CALAFCO Staff Workshop (April 2008)

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

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

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

CALAFCO University "Agriculture and Open Space Mitigation" (July 2008)

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

Other Miscellaneous Projects and Activities

Participation in the Santa Clara County Special Districts Association

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

Participation on Martial Cottle Park Master Plan Technical Advisory Committee

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

0
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Department throughout the planning process. The planning process is
expected to conclude at the end of 2009.

Coyote Valley Specific Plan (CVSP)

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

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

LAFCO APPLICATIONS

JULY 1, 2007 THROUGH JUNE 30, 2008

CITY ANNEXATIONS

CITY CONDUCTED ANNEXATIONS

City Proposal Name

Gilroy Vickery Avenue Reorganization 05 -01

Los Altos West Loyola Annexation
Hills

Los Gatos Blackberry Hill Road No. 5
East La Chiquita Avenue No. 1
Kennedy Road No. 16
Stephenie Lane No. 3
Topping Way No. 5

Morgan Santa Teresa No. 3

Hill

Mountain Grant Road Annexation

View

San Jose Burbank No. 39

McKee No. 129

McKee No. 134

Monterey Park No. 109

LAFCO CONDUCTED REORGANIZATIONS

San Jose

19752686

19752684

19752685

19846349

19846350

City Total

19669782

City Total

19723552

City Total

19805741

19581571

19900951

19502460

City Total

iducted Annexations

05/08/08 19846351

Riverside No. 52 Reorganization

Total LAFCO Conducted Reorganizations

ISLAND ANNEXATIONS

San Jose San Jose Pocket #26: 03/11/08 19772183
Penitencia Creek No. 76

San Jose Pocket 427: 03/11/08 19772180

Story Road No. 58

Date

Recorded Document #

07/18/07 195 17294

City Total

10/18/07 19623318

City Total

02/22/08

02/22/08

02/22/08

05/08/08

05/08/08

12/03/07

02/22/08

04/08/08

09/11/07

06/27/08

07/11/07

Total City Coi

Acreage
Approved

10.68

10.68

90.00

90.00

1.98

0.65

0.62

0.33

0.66

4.24

18.41

18.41

14.55

14.55

0.11

0.82

1.33

4.43

6.69

144.57 Acres

14.72

14.72 Acres

1.14

6.93
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LAFCO APPLICATIONS

JULY 1, 2007 THROUGH JUNE 30, 2008

Total Island Annexations 61.75 Acres

SPECIAL DISTRICT ANNEXATIONS

LAFCO Document #

Date

Action

Acreage
City Proposal Name Recorded Document # Approved

San Jose San Jose Pocket 428: 03/11/08 19772182 0.74

Capitol No. 55

Proceedings on

San Jose Pocket #29: 03/11/08 19772181 0.27

Capitol No. 56

Cupertino Santiary District 05/30/07 19502459 1.10

San Jose Pocket #30: 01/28/08 19723549 3.50

McKinley No. 110

San Jose Pocket #31: 04/08/08 19805740 34.10

Evergreen No. 200
San Jose Pocket #32: 03/12/08 19773222 2.50

Evergreen No. 201

San Jose Pocket #33: 01/28/08 19723550 8.55
Hillview No. 73

San Jose Pocket 434: 01/28/08 19723547 3.49
Parker No. 25

San Jose Pocket #35: 01/28/08 19723548 0.53
Parker No. 26

Total Island Annexations 61.75 Acres

SPECIAL DISTRICT ANNEXATIONS

LAFCO Document #

Total Special District Annexations 30.88 Acres

Page 2 of 3

Proposal Name Action Date Recorded Acreage
West West Valley Sanitation District 04/16/07 19916048 29.78

Valley 2008 -1 (Canon Drive) Protest 7/11/08

Sanitation Proceedings on
District 06/19/08

Cupertino Cupertino Santiary District 05/30/07 19502459 1.10

Sanitary Prospect Road No. 6 7/11/07

District

Total Special District Annexations 30.88 Acres
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LAFCO APPLICATIONS

JULY 1, 2007 THROUGH JUNE 30, 2008

URBAN SERVICE AREA AMENDMENTS (USA)
LAFCO Document #

Proposal Name Action Date Recorded

San Jose San Jose USA Amendment 2007 - 02/06/08 19846351

Riverside No. 52 5/08/08

Total USA Amendments

OUT OF AGENCY CONTRACT FOR SERVICE (OACS)

Acreage

3.20

3.20 Acres

LAFCO Type of Acreage
Proposal Name Action Action

Los Altos OACS for Sewer Service to 10/03/07 Approved 4.58

Hills 10700 Mora Drive (Vaughn)

OACS for Sewer Service to 10/03/07 Denied -

10885 West Loyola (O'Keeffe)
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LAFCO Application Activity: San Jose, FY 2007

MI
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LAFCO Application Type
Island Annexations

Urban Service Area Amendment ( USA)
N

LAFCO Conducted Reorganization rlj-Ls--1

City Conducted Annexations q 0 z5ti05

0 Urban Service Areas (USA)



MaplD f Description

1 gVest Valley Sanitat n bp 2008- 1(Canon Drivel7gar(If lifINo. 6
3( Los Altos Hills, West Loyola Annexation
411-os Gatos Stephanie Lane No. 3

5 Los GatosTo 7ping Way No. 5
6f Los Gatos, Iaclerry Hill Road No. 5

Los Gatos, East La Chiquita Avenue No. 1
LOs Gatos, Kennedy Road No. 10.

9 IMountain View, Grant Road Annexation

LAFCO Application Type
City Conducted Annexation

Special District Annexation

0 Urban Service Areas (USA)
0002505

Miles

LAFCO Application Activity: Los Altos Hills /Los Gatos /Mountain View



LAFCO Application Types
0 025 05 1

City Conducted Annexations 0 Urban Service Areas (USA) Miles ^'

LAFCO Application Activity: Morgan Hill /Gilroy, FY 2007



ENLAFC0
Local Agency Formation Commission of Santa Clara County

LAFCO Meeting Date: October 1, 2008

TO: LAFCO

FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Analyst

SUBJECT: Legislative Update
Agenda Item # 9

STAFF RECOMMENDATION

For Information Only

Bills signed into Law, Effective on January 1, 2009

AB 1263 (Caballero)

This bill, sponsored by CALAFCO, makes several changes to CKH:

ITEM NO. 9

allows LAFCO to process islands created by county boundary changes
after 2000 under the island annexation provisions, and
clarifies that LAFCOs are authorized to establish a schedule of fees for
applications as well as establish a deposit schedule and charge "service
charges" against that deposit. Any mandatory time limits for
commission action may be deferred until the applicant pays the required
fee, service charge, or deposit.

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

AB 1998 (Silva)

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

AB 2484 (Caballero)

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

70 West Hedding Street P 1 I th Floor, East Wing - San Jose, CA 95110 - ( 408) 299 -5127 - (408) 295-1613 Fax • www.santaclara.lafco.ca.gov
COMMISSIONERS: Blanca Alvarado, Pete Constant, Don Gage, John Howe, Susan Vicklund- Wilson

ALTERNATE COMMISSIONERS: Sam Liccardo, Pete McHugh, Al Pinheiro, Terry Trumbull
EXECUTIVE OFFICER: Neelima Palacherla



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

AB 3047 (Committee on Local Government)

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

SB 1458 (Committee on Local Government)

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

SB 1191 (Alquist)

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

Bills Awaiting Governor's Signature

SB 301 (Romero)

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

SB 375 (Steinberg)

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

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

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

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

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

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

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

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

SB 375 offers LAFCos the opportunity to reflect on the future roles and responsibilities
of the commission. LAFCos have the unique opportunity to be an important player in
many decisions in two ways: 1) Since special districts are not affected by SB 375 - yet in
many cases their services and boundaries are integral to growth - LAFCo is the one

authority that can ensure district growth is consistent with the SCS or alternative; and 2)
while SB 375 leaves ultimate land use authority to local agencies, LAFCo can help assure
that proposals are consistent with the SCS and could deny proposals that do not
contribute to regional housing or GHG reduction goals. In other words, LAFCo could
continue to fulfill its role as the "legislature's watchdog."

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

Attached is a letter (Attachment A) from Orange County LAFCO opposing SB
375 that they requested be forwarded to LAFCOs.
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ITEM NO.9
ATTACHMENT A

LOCAL AGENCY FORMATION COMMISSION

ORANGE COUNTY

September 12, 2008
CHAIR

JOHN WITHERS
Director
Irvine Ranch Water District SUBJECT: LAFCOs and SB 375

VICE CHAIR

SUSAN WILSON
Representative of
General Public Dear Fellow LAFCO Commissioners:

CHERYL BROTHERS I am writing you on behalf of the Orange County Local Agency FormationCouncilmember

City of Fountain Valley Commission ( LAFCO) regarding SB 375.
BILL CAMPBELL
Su rvisor Each of you represents a unique part of California and that diversity is our
3` District

strength. One size does not fit all or address the diversity of people and
PETER HERZOG agencies that make up California. And you, as a locally elected
Councilme representative, truly know and understand how to best enhance the life ofCity of take Forestore

the citizens you serve. However we believe that your ability to address
JOHN MOORLACH the needs of your neighbors is being undermined.
Supervisor
2n0 District

We believe that local control is being undermined by SB 375. The
ARLENE SCRAPER
Director proponents of this bill have called it a "watershed moment ", "landmark
Costa Mesa legislation" and "the most important land use bill" in decades. The manSanitary District gi P Y

statewide organizations, including CALAFCO, who diligently worked to
ALTERNATE amend the bill, tell us that it is better now than it was before. That may bePAT BATES Y
Supervisor true but it is still a problematic bill that erodes local authority.S District

ALTERNATE SB 375 places local control in the hands of regional planning organizationsPATSY MARSHALL
Coundmember and the California Air Resources Board (CARB), a single purpose
Cit of Buena Park

regulatory agency with no experience in land use planning or in
ALTERNATE addressing the myriad of issues that communities must face. CARB does
RHONDA MCCUNE
Representative of not have the same depth of knowledge or understanding of local issues as
General Public

an area's locally elected representatives.
ALTERNATE

CHARLEY WILSON
Director In summary, here is how SB 375 will change your decision making
Santa Margarita authority. CARB now has the statewide authority to regulate greenhouseWater District

gas emissions. SB 375 makes CARB the lead agency to decide how much
JOYCE CROSTHWAITE greenhouse gas must be reduced in each area. CARB will then tell the 17Executive Officer

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

12 Civic Center Plaza, Room 235, Santa Ana, CA 92701
714) 834 -2556 • FAX (714) 834 -2643

http.,//www.oclafco.org



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

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

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

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

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

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

Peter He 7
Orange County AFCO Commissioner



ITEM No. 12.1
Sept. 18, 2008

To the Commissioners of LAFCO

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

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

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

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

We request that you look at this logical boundary that makes sense. Please do not ignore this request, just
because it would require more study and more meetings. It will require some strong recomendations from
LAFCO to redraw this boundary. We hope that you will recommend a change to the old boundaries that were
probably correct when drawn, but are now illogical.

Thanks for your attention to this matter.

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

Attached: 5 Page Flyer



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

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

We appeared before the City Council of San Jose on August 19, 2008 and presented our case. They voted to
proceed with annexation as originally proposed. Their argument is that the Planning Dept. of San Jose feels
that the logical boundary between the two cities is Leigh Ave rather than Hurst. The petition area consists
of 167 residences and of the residents that we were able to contact, 90% want to go to The City of

Campbell. Our petition with signatures were presented to the Planning Department and LAFCO (who drew
the original boundaries) and Pierluigi Oliverio, who would be the Councilman. After our presentation, Mr.
Oliverio said that the City of San Jose would take good care of us and he dismissed the great preponderance
of residents in the petition that wish to go to the City of Campbell and said he had 2 e -mails that said they
wanted to be annexed by San Jose. We need to change his mind.

The street breakdown of the petition is as follows by each street.
Street Name Total Yes No Other *

McBain

Patio

Cabana

Campbell
Arroyo Seco
Leigh /Leigh Ann PI.
Totals

31 14 2 15

33 17 3 13

33 21 0 12

24 23 0 1

37 21 4 12

9 3 3 3

167 99 12 56

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

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

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

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

Pierluigi Oliverio, City Council Member District 6,
City of San Jose
200 E. Santa Clara St. 3rd Floor
San Jose, Ca. 95113



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

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

COMMITTEE FOR CAMPBELL ANNEXATION

Jerry Bleeg, Chairman
1999 Campbell Ave.
San Jose, Ca. 95125
408- 377 -4016

Paul Turner, Sec./ Treas
1850 Cabana Dr.

San Jose, Ca. 95125
408- 371 -6542

Attachments:

Mayor Burrs' letter from the City of Campbell
Proposed Map of annexation to Campbell
City of San Jose Planning Department rejection letter
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August 5, 2008

The Honorable Pierluigi Oliverio
San Jose City Council
City of San Jose
200 East Santa Clara Street
San Jose, CA 95113

CITY OF CAMPBELL
iviayorc Office

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

Dear Councilman Oliverio,

I am writing to express the position of the City of Campbell regarding the annexation of the County
pocket known as "Meridian No. 73" (San Jose refers to it as 6-1). 1 understand that the City of San
Jose will be holding a public hearing on this matter on August 19, 2008 and I would request that this
letter be part of the record.

The City of Campbell has received a petition supporting annexation to our city from eighty percent of
the residents of a portion of this pocket ( east boundary: Hurst Avenue, west boundary: Leigh
Avenue, north boundary: McBain Avenue and south boundary: rear property line of residences on
Dry Creek Road).

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

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

Thank you for your attention to this matter.

Sincerely,

Donald R. Burr
Mayor

cc: Campbell City Council
San Jose City Council
Debra Figone, San Jose City Manager
Joseph Horwedel, San Jose Planning, Building and Code Enforcement
Neelima Palacherla, LAFCO Executive Officer
Dan Rich, Campbell City Manager
Jackie Young, Principal Planner
Jerry Bleeg
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City ID 6-1 / Zoning Fillwe C08-020 /Annexation Meridian No. 73
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Zoning Map Symbols
R -1 -2: Single Family Residence District, maximum of 2 units per acre, new lots minimum 20,000 square feet
R -1 -5: Single Family Residence District, maximum of 5 units per acre, new lots minimum 8,000 square feet
R -1 -8: Single Family Residence District, maximum of 8 units per acre, new lots minimum 5,445 square feet
R -2: Two - Family Residence District, 8 to 14.5 units per acre
R -M: Multiple Residence District, maximum of 25 units per acre

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

For additional information on allowed uses, densities, setbacks, or other zoning information, development
standards and use tables are available on the County Island Annexation Program website at:
http : / /vvww.sa njoseca _gov /planning/annex/rnaps.asp

The full Zoning Ordinance is also available to download online at
http: / /www.sanjoseca .gov /planning /zoning /zoning_asp



CrrY OF
SANJOSEDepartment ofPlanning Building and Code Enforcement
CAPITAL of SILICON VALLEY

JOSEPH HORWEDEL, DIRECTOR

June 30, 2008
Jerry Bleeg
Committee for Campbell Annexation
1991 Campbell Avenue
San Jose, CA 95125

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

Dear Jerry Bleeg:

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

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

We do not support the suggested use of Hurst Avenue as the boundary as it would necessitate time -
consuming and costly changes to the Urban Service Areas and Spheres of Influence of both San Jose and
Campbell and lead to inefficiencies in the delivery of city. services. A boundary along Hurst Avenue
would also unnecessarily result in a further split of your neighborhood into two separate jurisdictions.
As you have been previously notified, the annexation of this area will be considered at a public hearingbefore the San Jose City Council on Tuesday, August 19, 2008 (Initiation) at 1:30 p.m. and Tuesday,
September 23, 2008 (Ordering) at 7:00 p.m. The hearings will take place at the San Jose City CouncilChambers, 200 East Santa Clara Street, San Jose, CA 95133 -1905. Thank you for interest and please
contact Richard Buikema of my staff should you have further questions at 408 -535 -7835.

S'

Horwedel, Director
Planning, Building and Code Enforcement

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

200 East Santa Clara Street, 3rd Floor Tomm, San Jose, CA 95113 tel (408) 535 -7M fax (408) 292 -6055
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An Important Legislative Year
Six Bills Already Signed by Governor
By Bill Chiat, CALAFCO Executive Director and Legislative Chair

2908 has been a successfl legislative year for
CALAFCO. To date six of the eight bills
sponsored or supported by CALAFCO have
passed the legislature and were signed by the
Governor. Another bill -SB 301 -has passed
and awaits action by the Govemon The final
bill of interest to LAFCos SB 375- remains

in the legislative process.
CONFERENCE

EDITION

O

Report to
Membership 2

Changes to 218 7

Santa Cruz Water 8

CEQ/s. and Incorps I I

San Bernardino

Fire Reorganization
Case Study is

CALAFCO also opposed sev-
eral bills and was successful in
working wi sponsors to find
alternate solutions and prevent
the bills from moving out of
committee Among the bills
were ones that would change
the composition of a LAFCo,
allow Fite protection districts to
independertiy negotiate poop-
city tax exchange agreements,
altering the CKH requirements
for change of service for a spe-
cific district, and alter the defi-
nition of an island created by a
city annexation or incorpora-
tion. Here's a summary of
CALAFCO legislation and the
effect on LAFCos

Signed by Governor
Laws take effect I January 2009

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

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

sure requirements from LAFCo to the Fair
Political Practices Con-mission. More sub-

stantially it places that financial disclosure
language in the Political Reform Act While
LAFCos value the financial reporting re-
quirements, they benefit significantly by
eliminating the workload of reviewing and
processing the disclosure forms and enforc-
ing the requirements. These tasks are now in
the hands of the FPPC.

AB 2484 ( Caballero). This law clarifies and
improves t e process for special districts to
add or remove powers. t includes within the
definition of ''change of organization'' a pro-
posal for the exercise of new or different
functions or classes of services, or the dives -
Price of the power to orovide functions or
classes of services, witEm all or part of the

boundaries of aspecial district
n addition the law requites a special district
to include in its proposal a plan for financing
the service and prohibits the approval of
proposals where LAFCo determines that the
district will not have sufficient revenues to

carry out the proposed services. The law
requires LAFCo to take the same actions for
a proposal for a new or different function or
class of services, or a divestiture of a power
with regard to written protests as it does for
an annexation or formation.

AB 3047 ( Assembly Local Government
Committee). This is the CALAFCO Omni-
bus Bill which makes von - substantive

changes to CKH as requested by member
LAFCos. Several of tte components have
substantial benefit to LAFCos, including the
elimination of the requirement for duplicate
mailings to registered voters and landowners,
making several changes to number of days
for actions to occur so there is consistency
throughout the Act

SIB 1458 ( Senate Local Govemment Com-
mittee) This law make=_ significant improve-
ments to the 1950s -era County Seance Area
law. The formation and powers of CSAs
have long been a problem for LAFCos and
the community. This law makes the forma-

Continued on back cover
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Report to the Mendmrship a 200708 Activities
To the Members:

The CALAFCO Board of Directors

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

Our accomplishments would not
have been possible without the
strong leadership of our
Executive Director, Bill Chat, the
efforts of LAFCo executive

officers and staff, and the
support of Associate Members.
In particular the Board thanks
the many volunteer LAFCc, staff
who have stepped forward to
host events, serve as speakers
and on planning committees,
and serve as CALAFCO staff

officers. Thank You to the
Commissions that have

supported their staff as they
have served in educational and

advocacy roles for all LAFCos.

FINANCIAL MANAGEMENT

The Board adopted a series of
financial management policies
that were put into operation this
year. That includes placing all
CALAFCO financial records and

accounting into Quckbooks and
establishing clear protocols for
managing and reporting
financials. The quarterly financial
reports to the Board have been
improved and provide a much
clearer picture of the financial
resources CALAFCO has

continued to submittimely filings
to maintain Its 501(c)(3)
classification with state and

federal regulatory agencies.

Significant additions were made
to the Association's fund reserve

this year which will help support
member services in uncertain

economic times and avoid the

need to tap members for
additional funds. These resulted
from financially successful

conferences and prudent man-
agement of the Association's
resources Several uncertainties

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

EDUCATIONAL SERVICES

Staff Workshop and Annual

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

Clara LAFCcr for hosting the
2008 workshop

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

AICP Credit

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

Additions were made to the
website, including expansion of
educational and resource

materials and increased use by
members for posting job
announcements and proposal
requests Two new pages include
the Special District Resource
page and the LAFCo Court
Decisions and Attorney General
Opinion page. Our website is
well -used; we average 6,500
visits per week

CALAFCO continues to maintain
list-serves for staff and counsel
which fosters the sharing of
information and resources. In
addition CALAFCO maintains an

up- to-the- minute legislative post
ing in the members section of
the website.

Publications

Published the quarterly journal,
The Sphere, now with a
circulation of over 800.
Published the annual

Membership Directory with
regular updates of the on -line
version CALAFCO also began
distributing the annual update of
CorteseKnox- Hertzberg Act, at a
reduced cost, on behalf of
Assembly Publications at the
request of Association members

Legislative Policy and
Committee

For the first IF me in over a dozen

years the CALAFCO Board
thoroughly reviewed and

adopted a new set of Legislative
Policies to guide the Association
The policies were developed with
the input of the Legislative
Committee and Association

members. It provided a
foundation to pursue specific
legislative initiatives to clarify
LAFCo authority on a number of
issues raised by Association

ThOokore

200&09 Pond Reserve $ 78.305.00

CALAFCO Adopted
FV 2008-09 Budget

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

The positive results of the
Committee's efforts in producing
new legislation and avoiding bad
legislation would have been
impossible without the strong
leadership of Bill Chiat as the
Committee Chair and his rep-
resentation of CALAFCO as an

important stakeholder in the
legislative process. The

volunteer efforts of LAFCo staff,
counsel and board members

have been critical to providing
recommendations to the Board
on legislative issues and in
supporting Bill's efforts in the
legislative process

Legislative Agenda
CALAFCO had a broad legislative
agenda, sponsoring or

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

enjoyed bipartisan support

Legislature Education
Due to our efforts to help solve
problems and resolve issues
constructively, CALAFCO contin-
ues to be a sought - after
resource to legislative commit-
tees, members and staff. Those
activities included CALAFCO

representatives on the County
Service Area rewrite work group
and the stakeholders who

crafted SB 375. We expect that
there will be significant legis-
lative activity this year as a
follow up to SB 375 that will
demand CALAFCO's continuing
attention.

ADMINISTRATIVE SERVICES

Administrative Support for
CALAFCO and Events

The Association retained admin-

istrative support services which
now allows it to provide

centralized event registration,
dues payments and all other
financial activities. This removes

a huge burden from volunteer
LAFCo staff who are hosting a

conference or workshop, and
eliminates confusion on where

to send registrations or dues.
CALAFCO has partnered with
CSAC to acquire an event
registration system which

creates a single database for
CALAFCO members and
eliminates the need to start from

scratch for each event. CALAFCO

is now able to invoice directly for
member dues, which again
eliminates a significant time
burden from the volunteer staff

Sincerely,
CALAFCO Board of Directors

ExpensesH8,386 00

FER TO FUND RED
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Around the State
AMADOR

Amador

LAFCo has

completed a
county wide

Municipal
Service Review

MSR) with in
depth analysis

of water, wastewater and fire services, as well as
analysis of all other services An aggressive sphere
review program will keep the Commission busy
through the beginning of 2009, in adoption of an
original sphere of influence for many agencies. The
MSR is already generating discussions about fnendly
reorganizations and willing dissolutions of some
agencies The MSR requirements are challenging for
most rural small counties. Amador LAFCo was able to
facilitate a voluntary cooperative funding effort among
the cities, the Amador Water Agency, the County to
get this big jobdone.

NAPA

LAFCo of Napa County is pleased to announce the
hiring of Brendan Freeman as the agency's new
analyst Brandon was raised in Napa and recently
graduated from the University of California at Davis
in a degree in economics. Brendon will be
responsible for helping to prepare the agency's second
round of municipal service reviews along with
overseeing the implementation of an electronic
document management system
Napa's Approach to Municipal Service Reviews
and Sphere of Influence Updates
In October 2001, LAFCo of Napa County adopted a
study schedule to prepare its first round of municipal
service reviews ( MSR) and sphere of influence ( SOI)
updates for all local agencies under it jurisdiction by
January 2006. The inaugural study schedule was
ambitious in design to include both agency - specific and
service- specific MSRs with the goal of analyang local
agencies in the context of several studies. The adoption
of the inaugural study schedule also coincided with
LAFCo's establishing a full time analyst position to
prepare the majority of the reports inhouse

Almost seven years and three analysts late, LAFCo is
inching closer to completing its inaugural study schedule
with only SOI updates for two cemetery districts
remaining Several important lessons have been learned
in the course of preparing this first round of MSRs and
SOI updates — most of which are positive with the
exception of a few agonizing missteps along the way. In
terms of positives, as intended, LAFCo has measurably
approved its decision-making by developing a better

0

understanding of the level and range of governmental
services in the region and in relationship to local
conditions and needs. LAFCo has also leveraged the
process to address other important issues, including
educating cities and special district: of the Commission s
role in approving out of agency agreements involving
new and extended services Finally, the process has
enhanced local governance, particularly for many of the
small special districts that benefit from LAFCo's Nick -
party analysis of their services and structures.

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

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

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

Submitted by Keene.Snmonds, Napa LAFC, Executive
Ofcer

ORANGE

Hey, it's summer m the OC and despite the outride
draw of near perfect weather, white sand beaches and
endless waves, the OCLAFCO staff have been hard at
work inside their offices crafting a new strategic plan
for FY 2008 -2009 We would like to share three of

the plan's key projects we will be focusing on during
the next twelve months:

The Sphere



TRACKS Around the State

I) MSRs —A "Bert Practices °Approach to the
Municipal Service Renew Process
I know, I know Not another approach to MSRs1 I'll
be brief OCLAFCO will be working on a plan that
looks at the interdependent relationships between
agencies providing sirmar services, We will be using
MSRs to highlight individual agency ' best practices'
and hopetou develop some standard
benchmark;' for evaluating services countywide and
possibly statewide You can chart our progress on our

MSR webpage that should be up in the next few
months on OCLAFCO's website(www odafco. org)

2) Islands — New Tools to Successfully Annex
Remaining Islands
OCLAFCO has developed one of the most successful
island annexation programs statewide ( As you know,
modesty has never been an OCLAFCO strength)
Over the last five years, 35 small islands have been

owed to adjacent cities. These residents are now
enjoying a higher level of municipal services and the
other benefits of living within a city
The remaining 35 islands in OC present some unique
challenges, but we have r ctody increased o

sent' of tools to further encourage cities to
consider island annexations Our Commission's

Islands Incentive Program (which is being offered for
two years) includes waiving application fees, LAFCo
staff preparation of all application materials, fast to&
ing of island applications, staff sponsored workshops,
and funding of fiscal analyses for targeted islands

3) County Boundaries — Who's Watching the
Borders?

Hatoritally, the northwest boundary between Orange
and Los Angeles counties was determined by the
natural course of the Coyote Creek On the west side
of the creek was Los Angeles County, on the east side,
Orange County Over
the last 100 years or , L - a, L

the . ccourse o f the river tus1A ales County,was dramancally altered , ti

due to encroaching
urbanisation and flood r—

control improvements
Unfortunately, - [ 

J

ponding county boundary [ fj
adjustments were not jr

made to reflect the v Orarvge County
changed course of the (
rive This has raultedin

parts . of neighborhoods f
thin several cities split [ ( r

by outdated county
boundaries Iv some

case there are pornonr of Orange County cities
acaallylointedm Los Angeles County ( At least these
folks are well represented — they have a city council,
the OC Board of Supervisors and the LA Board of
Supervisors to complain tor)

Ikes wr

OCLAFCO staff recently completed a Cowzry Bores y
Beepon which identifies potential boundary issues
betwcenthetwocounties. Although LAFCoshaveno
authority to change county boundaries (this is done by
joint action of the respective boards of supervisors),
someone had to stop up and identity the issue (I told
you OCLAFCO is not shy) The reportwas presented
by LAFCo staff to the OC Board of Supervisors and
hopefully will be presented to me CA County Board in
the near future If we get the go-ahead, OCLAFCO
will play a fadtating role in getting the affected cities
and counties to amend the county boundary line to
match current condition. Respective city annexations
and detachments would occur subsequently

Rossmoor Incorporation News
A final update — On May 22, 2008, Orange LAFCo
approved the incorporation of Rossmoor, a residential
commun of about 10,500 residents sandwiched
between me cities of Seel Beach and Los Alamitos

With an nexition to either city a long shot Naas
another story for a future column), and the County
desirous of getting out of the municipal service
delivery business, Rossmoofs longterm governance
option are limited To proactively address the issue,
the Rossmoor Community Services District filed an
application for incorporation The kicked Rossmoor
is all residential with the exception of a single
shopping center anchored by two small restaurants
and a Blockbusteivideo renal store

To make up for the lack of sales the revenue, theapplicant has proposed a utility now tas ( OUT) for
Rossmoor residents on three utilities natural gas,
decmcity, and water Both the incorporation measure
and two alternative utility user tons options (7% and
9 %) will be on the November 4, 2008 ballot The

corporation measure and at least one of the utility
user ax measures must pass for the incorporation to
be successful To our knowledge, this is the first
incorporation in the state that would require a OUT to
be approved concurrently with incorporation. Will the
Rossmoor residents support incorporation? What
about a UUT? Stay tined

Subnntted by BobA[dn'r5 Ormege LAFeo

SAN DIEGO

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

The San Diego region imports the majority of its
domestic water from the Metropolitan Water District
of Southern Carfomta Since 1991, the San Diego
region has reduced its dependence on imported water
from 95% to 76% however, the Colorado River basin
has been experiencing increasing drought conditions
for the last 8 years, and the San Diego region has
experienced its driest two-year weather period since

cord keeping began in 1801 In June 2008, the
Governor issued Executive Order S06-08 declaring a
statewide drought, which directed sate agencies and

I
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departments to take
immediate action to

Y address the serious

drought conditions and
water delivery reductions
in California.

Amordngly, the San
Governor Scheerzeneger Diego LAFCo has made
Declares Smtewde Drought in it a priority as to whether
June, 2008 an adequate regional
water supply exists to support anticipated water needs
in proposed annexation areas.

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

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

Acquiring this service- related information early on in
the proposal analysis process allows for specific
acknowledgement of any supply - related deficiencies
that may delay the proposal's ability to be heard by the
Commission. In addition, the San Diego LAFCo has
recognized the importance of the availability of sewer
treatment capacity to serve proposal areas

By implementing supplemental disclosure

requirements in regards to water supply, available
sewer treatment capacity, and the ability to provide
timely sewer service, the San Diego
LAFCo has placed greater
emphasis on the condition and H

adequacy of regional infrastructure
systems It is hoped that the
increased scrutiny devoted to tlas —
matter will result in more informed

LAFCo decisions

Submitted by Robert Barry, San Diego
LAFCO

to

SANTA BARBARA

Controversy in Santa Barbara County
Santa Barbara LAFCo found itself embroiled in a confro-

versy in the last few months that generated significant

Public interest and strong feehngs Some of the underlyingissues maybe relevantto other LL Cos.
Does a CSD Preserve or Damage Agriculture?
Forty yeas ago the "Lakeview Estates" subdivision was
created by it owner without relian on the Subdivision
Map Act The 1,590 acre subdivision is comprised of 39
parcels each of when is 40 acres in site The train is
steep. The nearest county- maintained road is one third
mile away via a recorded easement across a neighbor's
Property

The tract is part of the Santa Rita HIls that has been
shown to be an excellent wine giowing region with award
winning pmot noir grapes and other varieties being culti-
vated, as well as commercial lavender and cattle grazing

Located about eight miles from the City of Lompoc, the
subdivision was formed in anticipation of the construction
of a darn that would form a lake on the Santa Yne, Rive,
the dam was never built yet the name of the subdivision
smarms.

The numerous owners have been unsuccessful in trying to
organize themselves to privately fund and maintain an
adequate road system to allow year -round access to their
parcels. Due to the lack of dependable access, the County
Fire Department imposed a moratorium on permits for
structures such as homes andbarns

During part of the year the owners cannot access their
land to feed and care for their livestock or crops and
vineyards. Due to the moratorium on structures,
landowners are only able to construct 12' by 15' sheds, too
small to house needed equipment to service their 40 acres

Since the Board of Supervisors does not want to become
involved creating and operating a County-governed
district, a petition to crea a Community Services District
to construct and mamtam roads and possibly underground
electrical utilities was submitted to the Commssion.

Opponents, indudnig the Santa Barbara Citizens Action
Network, argued that forcing the CSD will lead to "urban
sprack" by allowing parcels owners to construct homes
and lead to the nvnadon of the area. Proponents concede
some homes might insult from better access, either
primary homes or caretaker dwellings, but contend that
adequate roads are essential for agriculture to be
successful. And they note any change to allow smallerlots
will require a General Plan Amendment and mzoa,
actions but no one has been suggesting.

LAFCo found itself in a difficult position, with strong
views on all sides of the issue, so you can probably
appreciate thenews headline the day after the Commission
approved the formation, which read "Ag Land Preserved
or Doomed Santa Riau Hills Service DistrictApproved"

Satbmks,d by Cathy Seblot.m q Cbab and Bab Brahman,
Execuku OfJ1ar, Santa Barbara LAFC,
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California Supreme Court

SUPREME COURT
STRIKES DOWN OPEN
SPACE ASSESSMENT
UNDER PROP. 218
By Michael G. Colantuono

On July 14, 2008, the California Supreme Court
decided its first substantive case under the assessment

provisions of 1996's Prop. 218, "The Taxpayers Right
to Vote Act" In doing so, it struck down an open -
space assessment on the ground it did not
demonstrate special benefit to the assessed property
either as required by Proposition 218 or Proposition
13 and because the amounts assessed were not

proportional to the special benefits conferred. The
unanimous decision written by the Court's most
conservative member, Justice Chin, sets out a new,
more demanding standard of judicial review of local
government assessment decisions and has significant
implications for assessment &nancingm California.

The case is Sibcon Malley TaVayers
Assoaatzon P. Santa Clara County
Open Space Authority. The

Authority imposed an assessment
to fund future, regional, open -
space acquisitions which applied
throughout the District ( which
has a population of 1.2 million(
and was $ 20 per year for all
single - family residential parcels.
Because the acquisitions were
prospective and the Authority did
not want to reveal to landowners

exactly how much it might pay for
a given site, the engineer had an unusual task in
demonstrating special benefit to private property from
unspecified, future acquisitions and calculating the
proportionate benefit from such acquisitions
attributed to each property. The San Jose Court of
Appeal found, over a lengthy dissent by a well -
respected, moderately conservative Justice, that open
space acquisitions sufficiently benefited property to
justify assessment and that the spread of benefit was
properly determined.

This case was the California Supreme Court's first
opportunity to consider the assessment provisions of
Proposition 218 since glancing reference in the
Richmond case in 2004 which held that water

connection charges were not assessments and a 2001
decision that the Ventura Harbor District could not

impose assessments to pay off a judgment hen because
doing so did not benefit property.

The Sphere

Implications of the Case
So, what does the case mean in practical terms? A full
answer to that question will develop as lower courts
apply the case, but we offer a few initial observations:
First open space assessments, regional park
assessments and other assessments that provide broad
and diffuse benefit to a large area and that benefit all
members of society — tenants, landowners and visitors
alike — have always been difficult to justify as
conferring special benefit sufficient to be assessments
and not special taxes (for which 2 /3-voter approval is
required(. This case makes that burden harder still.
Thus, great care will now be required in drafting
engineer's reports for such assessments and legal
review of those reports is essential. For some

programs of this type, local governments may wish to
consider special taxes, general taxes ( which require
majority voter approval(, or non - property - related fees
such as inspection and service fees ( which do not
require voter or property- owner approval but generally
do not raise the substantial sums need for capital
improvements(.

Second, the newly heighten standard of judicial review
means that care must be taken to prepare a solid
engineer's report and a good record to support the

decision that a program confers
special benefit and the assessment
is apportioned among properties in
proportion to that benefit Some
general benefit will exist with
virtually every assessment regime,
and that general benefit must be
accounted for and funded from
non - assessment revenues.

Third, the proportionality
requirement remains poorly
defined. This case simply tells us
that the engineer's report in issue

did not attempt an analysis that is now required, but
we are told little about what that analysis must be.
Some level of judicial deference on proportionality
judgments may be inevitable, notwithstanding the
heightened standard stated in this case because line -
drawing exercises are, by their nature, arbitrary at the
margin. Whether a given class of property should bear
20% of the benefit and cost of a program or 22% is
not a question that lends itself to a black -and -white
answer; a discretionary judgment is required. If local
governments exercise that discretion responsibly and
develop good records to support those judgments,
courts will likely uphold them.

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

Visit w . calafeo.org /Court _ Decisions for complete
information and links to decisions on court cases and Attorney
General decisions which affect LAFCos.
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PHILISTINE RETREATS,
WATER GETS CHEAPER
By Pat McCormick, Executive Officer, Santa Cruz LAFCo

The Setting
In the August 2007 Sphere
article titled "David vs. Goliath in

the Redwoods," I described a fight
by a group of water customers
David ") in the community of

Felton to transfer the ownership
and operation of the local water
system from a large private water
company ( " Goliath ") to a

county water district. In this
edition, I report on the
conclusion of thatbatfle.

Felton is one of a series of small

unincorporated communities
along the San Lorenzo River
Valley north of Santa Cruz. The
water system in Felton, which
has been owned and operated
since 2001 by the California-
American Water Company,
contains about 1300 water con-

nections serving 3400 people.

The Story
The story started in 1965 when
the fledgling San Lorenzo Valley
Water District ( SLVWD)
decided that the valley's series of
small funky water systems
should be fixed up and
interconnected. Felton and

several of the other valley towns
were served by separate systems.
The SLVWD prepared to sell
bonds to purchase the systems
including using eminent domain
to acquire the systems owned by
the Citizens Water Company.
The majority of the people in
Felton liked their small water

company and feared that the
water districts plans would
result in costly water. So, by
mutual consensus, Felton was
left out of the district boundary
and the assessment. Using
eminent domain, the district
completed the public acquisition
of the other systems.

Thus began a 40+ year
experiment to compare whether
a private or public operator
provided better cost- effective

at

water service in the San Lorenzo

Valley. The hilly service areas,
the water sources, and the
infrastructure needs were similar

in Felton and the other valley
communities. This as close to a

perfect " apples to apples"
comparison as could be designed
outside of a test tube.

In 1985, when LAFCo drew the
first water agency spheres of
influence in the San Lorenzo

Valley, it excluded Felton from
any public agency's sphere.
LAFCo was protecting the turf
of the Citizens Water Company.
The Felton system was sold to a
large American water corpor-
ation in 2001, and sold the next
year to a larger European
corporation. The new owners
proceeded to make a series of
operational changes and filed for
large rate hikes with the
California Public Utilities Com-

mission (PUC). The residents
organized to contest the rate
hikes and the lack of any local
control over the water system.
They were confounded why
water service in Felton should

cost a lot more than the four
other communities in the valley
that had virtually the same water
sources and service geography.

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

permitted under the PUC's rules.

After not being able to get a
sympathetic ear with the PUC,
the Feltonians convinced
LAFCo to amend the water

districts sphere to include
Felton, and convinced the Board
of Supervisors to call an electron
on an assessment to buy the

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

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

As a result of mediation, the
California- American Water

Company and the SLVWD came
to a transfer agreement one
working day before the jury trial
was to begin to set the
acquisition price.

On July 26, 2008, the Felton
community held a celebration
party. The transfer is scheduled
to be completed in August 2008
at which time the SLVWD will

begin operating the Felton
system.

In calculations done by the
Felton customers' group, the
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total In monthly water cost
water bill + acquisition assess-
ment) for a typical residential
customer i. Felton will drop
from $177 under the California-
American Water Company to
175 under the SLVWD. When
the acquisition occurred, Cal Am
had a rate apphcation pending at
the PUC to increase water rates

54% in 2009, 6% in 2010, and
6% in 2011.

The Felton customers also
believe that they will benefit in
non monetary ways from being
able to participate m the political
processes of a locally elected
water district board

Points for LAFCos to
Ponder

The company water rate
regulation by the California
PUC resulted in much higher
water rates m Felt. than m

the nearby non - regulated
communities served by the
water district

Rate cases before the PUC are
conducted as admaustiative

law hearings, and effective
representation of the cust-
mes can require Mang an
attorney with special expertise
in PUC law and regulations.

Over 40+ yeas, the imperfect
checks and balances available

though a locally elected water
board did a. better job in
balancing improvement needs
and water rates than the PUC

did in regulating the water
company. In the district, if
rates went up to fast, or if
water supply or quality
became inadequate due to
undem.vestment or mrsman-

agement, the electoral process
tended to detect and correct
bad decisions.

The Felt. type of water
system transfer would not be
available to other California

communities if Proposition
98 had passed in June 2008
That proposition would have
prohibited the use of eminent
domain for a public entity to
acquire a private asset (e g, a
water company) if the public
entity was going to use the

The Sphere

asset for a substantially similar
purpose ( e.g delivering do-
mestic water). As future pro-
posals are brought forth to
limit the use of eminent

domain in California, efforts
should be made to assure that

any community could con-
tinue to use eminent domain

as a lastchance option to
switch between which

monopoly operates the water
system.

LAFCos should not presume
that the PUC regulation of
private water companies
results in lower costs than the

costs for publicly operated
systems In performing muni-
cipal service reviews and
reviewing spheres of influ-
ence, LAFCos should con-
sider public altematives in
selective situations where

private company water costs
or other major operational
issues appear out of line
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Business Continuity Planning
and Management of Records
By Hedy Are f, President, Incrementum Document
Solutions

Living in the Information Age
constitutes a whole series of

expectations placed upon us as
individuals as well as groups both in
the public and private sectors.
Information accessibility and delivery
is the single most critical aspect of our operations.

On a normal business day, we access current and
historical records to make everyday decisions. In
times of disaster — natural or man-made —

information and its delivery becomes a vital part of
saving lives and infrastructure. Information also plays
a major role in post chsaster operations — getting
organizations backup and running.

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

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

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

The best most efficient and cost effective way to
store and protect paper based records is to digitize
them into a standard unalterable format — acceptable
in the court of law (i.e.: TIFF Group IV). Once
digitized, indexing them so they can be searched, and
incorporating them into the organization's overall
disaster recovery and business continuity planning is
the most progressive way to manage this information.
When digitized, these records are also more portable
and can be better disseminated to constituents and

other agencies in real time.
Remember, preventive measures taken will protect
one of your most valuable assets —your records.
Incrementum Document Solutions is a new CALAFCO

Associate Member They are also members of the Santa Monica
Organizations Active in Disasters.

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

lFbat a fire season this has been! The average citizen
need only look up at the hazy sky, filled with smoke
and ash to realize the magnitude of the situation. Fire
districts and departments across the state have been
strained to the maximum. Usually our mutual aid
system allows resources to be sent to a community
with a large incident. This year with hundreds of fires
occurring simultaneously across the state, there
simply were not enough resources to go around.
LAFCos can play a vital role to help fire agencies plan
for the future. Updating Municipal Service Reviews
provides the opportunity for a comprehensive review
of fire agencies in the county. More fire districts will
look to co- operative arrangements as a means of
maintaining service levels with fewer resources.
ESCi has been involved in over 80% of fire co-

operative arrangements across the country. These
arrangements include consolidations, reorganizations,
joint powers authorities and contracts for service.
Our extensive knowledge of fire service and local
government allows us to design options to meet the
needs of a variety of situations.
An example of a unique approach to meet local needs
was the formation of the Fontana Fire Protection

District. San Bernardino LAFCo played a significant
role by facilitating continued meetings and
negotiations among fire agencies and stakeholders.
Throughout the process ESCi used its computer
driven budget modeling to advise the City of Fontana
of actual public costs of service options. Our team
developed a draft contract for services which
included a transition plan, detailed scope of services
to be provided and service level criteria. In order to
assure that parties complied with long term plans,

LAFCo used its authority
to include terms and

conditions as part of the
Commission's actions.

The City of Pacifica em-
ployed ESCi to conduct
an analysis of options for
fire service and analyze

their fire assessment tan. Through our role as a
neutral party, we were able to dispel perceptions
regarding the use of the existing tax. Budget modeling
provided actual short and long -term costs of the
various options for service. In addition revenue
forecasts were combined with service trends to

project the City's ability to fund future fire service
demands. CIS mapping was used to visually show
topographically risks, population demographics,
apparatus and personnel response capability, as well
as the ability of neighboring agencies to respond to
need. This level of comprehensive analysis allows
communities to realistically plan for their future fire
service demands.

ESO is a CALAFCO Associate Member.
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Incorporation of a New City Does
Not Require an Environmental
Impact Report
ByJulie Hayward Biggs, Burke, Williams & Sorensen, LLP

In our encounters over the last decade or so with

incorporation of new cities, the question arises of
whether review of a potential incorporation under the
California Environmental Quality Act is required. The
question has not been resolved in large part because
proponents of new cities generally wish to avoid
protracted litigation over the issue and instead comply
with LAFCo directives to do environmental review

Generally speaking, the review is limited to an Initial
Study and a Negative Declaration That was the case,
for example, in cities we assisted in the incorporation
effort such as Lagun Woods (1999), Goleta (2002), and
more recently, Wildomar (2008).

When a full Environmental Impact Report ( EIR) is
required, however, the cost factor is huge and
proponents sometimes are willing to go to court rather
than comply with such a requirement. That is what
happened recently in Carmel Valley — and the

proponents of cityhood won in a ruling that has
implications for future new cities. The Superior Courtin
Monterey County recently ruled in favor of proponents
of the new Town of Carmel Valley in their challenge to
the Monterey County LAFCo's determination that an
EIR was required prior to the question of incorporation
being submitted to the electorate. This ruling is
significant for proponents of new cities who are
generally charged with the cast of preparation of all
documents necessary to complete the incorporation
application process

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

The Negative Declaration was prepared and circulated
for comment in the fall of 2005 In December LAFCo

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

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

Rather than do that the proponents chase to challenge
the determination that a full EIR was required. In the
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ruling that was issued
by the Superior Court
on May 2, 2008, judge LEGALLydia Villareal made
the following deter - ( CORNER
minatrons.

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

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

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

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

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

However, any changes in traffic are conjectured. At this
point, no one knows if there will be new city hall
construction or if the city hall will use leased space. No one
knows where it might be located. No one knows how
many employees might be fared. No one knows if there will
be any new requirements pursuant to a housing elements
plan. No one knows what, if any, boundary changes there
might be and what impact this might have Any possible
impacts that might occur because of these issues cannot be
meaningfully analyzed without more information.
Environment review must be ` late enough to provide
meaningful information for environmental assessment"

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

Julie Hayward Biggs is a partner at Burke, Williams &
Sorensen, LLP and a CALAFCO Associate Member
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San Luis Obispo Airport Area
Annexed (Finally.!)
By Paul Hood, Executive Officer, San Luis Obispo LAFCo

One of the first proposals I
worked on when I came to San

Luis Obispo County in 1980 was
the proposed annexation of the
San Luis Obispo Airport Area
Even prior to this time, this
industrial /commercial area

iremed,wely south of the City of
San Luis Obispo was developing
rapidly in the unincorporated
area, using wells, septic tanks
and county services such as law
enforcement and fire protection
Although development in this
area clearly impacts the city,
many property owners resisted
annexation because of concerns

over potential restrictions on
development and increases . m
fees This led to a number of

interim or piece meal annex-
ations° initiated by property
owners who wanted services

from the city Many of these
properties were already approved
for development by the county
From 1996 to 2002, LAFCo
approved 15 annexations on the
southern boundary of the city
for a total of 269 acres. Many of
these annexations were small

less than 15 acres) The largest
contained 143 acres.

In 2002 the Commission made a
decision to end the processing of
these interim annexations due to

concerns over adequate water
supplies to serve the area and
comprehensive planning issues
LAFCo directed the city to
prepare a comprehensive plan
for annexing the entire airport
area that included a demonstra-

tion of an adequate and
sustainable water supply. It was
clear that piecing together one
interim annexation after another

was not facilitating planned or
orderly growth unit= the city or
the unincorporated area surroun-
ding the airport In response
specific plans were approved by
the city for the Margarita Area

and Airport Area in October
2004 and August 2005,
respectively. A Program EIR was
also prepared and certified by
the city for each area.

The Aaport /Margarita Area has
been in the city's sphere of
influence (SOI) since 1985. The
SOI, winch was updated in 2006 '
reaffirmed and expanded the
sphere in this aroa The updated
sphere determination was based
on a Municipal Service Review
which concluded that the city is
capable of providing services,
including water, to the SOI
areas. In recent years the city has
been active in acquiring a supple-
mental water supply Adoption
of the updated SOI included
development of a Memorandum
of Agreement (MOA) between
the City of San Luis Obispo and
the County of San Luis Obispo
LAFCo staff facilitated the
MOA discussions as a means . of

ensuring cooperation between
the two agencies wluchhadbeen
lacking in the past The City and
County agreed on the extent of
the city's SOI, the development
standards and the zoning
process The approach was to
ensure dose coomnation and
cooperation on future planning
and development of the areas
within the city's SOI.

After a comprehensive public
outreach program that included
numerous presentations and
public meetings by city and
LAFCo staff, the San Luis
Obispo City Council adopted a
Resolution of Application to
LAFCo to annex the airport area
in May, 2007. The city decided
to split the annexation into three
phases based on several factors,
including property owner
support Phase 1A comprised of
approximately 626 acres and was
approved by the Commission on
April 17, 2008. This was

followed by a June 19 protest
hearing which was insufficient to
terminate proceedings

This annexation was a long hire
in the works and the city worked
dgentiy with property owners
to assure that being annexed to
the city would be a positive
experience. The city is not
requiring that properties hook-
up to city services and is
allowing properties to maint
their current water and waste-

water systems as long as they'd
like. The city entered into several
pro- armexation agreements to
document these commitments

I guess the moral of the story is
that sometimes good planning
takes time Also there needs to

be a strong element of trust and
cooperation among agencies,
property owners and the pubic
for good planning to succeed
In this case, LAFCo had the
important role of facdrtating this
trust and cooperation to ensure
the best possible service to the
public The final outcome after
over 30 years of posturing was a
successful annexation that serves

the public interest by 1) provid-
ing for the effective provision of
services; 2) encouraging growth
in appropriate areas; and 3)
assuring that everybody has
input to the process.
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CASE STUDY

San Bernardino Caps Multi -Year Project to
Consolidate 26 Fire Districts; 18,000 Square Miles
By Kathleen Rollings- McDonald, Executive Officer, and Michael Tuerpe, LAFCo Analyst; San Bernardino LAFCo

The Local Agency Formation
Commission for San Bemardmo

County spent dust under three
years processing a reorganization
proposal submitted by the County
of San Bernardino to restructure

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

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

The entire County and City of Fontana proposals are
available on the San Bernardino LAFCo website at

www sbclafco org. The dedicated page for these
proposals contains the resolutions of the Commission's
actions, staff reports, maps, and the county's maps of
each fire district and regional area.

Board - Governed Fire Service in San Bernardino:

26 Entities — Financial and Efficiency Challenge
A brief history of board - govemed fire service in San
Bernardino County is provided to illustrate the
complexity of this project The former County Fire was
the outgrowth of a pilot administrative consolidation of
31 separate budgetary units that encompassed 26 service
entities spread throughout the county, not including
contract agencies Actual service was provided by the
26 entities within each of their respective boundaries
which consisted of the following seven county service
areas (CSAp, 15 improvement zones of QSAs, and four
Fite protection districts

As population growth in the county increased
dramatically over time, public demand within the
unincorporated areas for augmented levels of fire
service also increased As new unincorporated
communities were formed, numerous Fite protection
and emergency medical response service agencies were
created, many between 1950 and 1980. Some of these
districts were formed under the " self governance"
model, where the district is governed by an

independently-elected board of directors. In other
areas, the County Board of Supervisors created entitles
under its jurisdiction for the provision of these services.

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

In 1994, the Board of Supervisors initiated an admm-
attative management consolidation that brought all fire
protection districts, CSAs and CSA improvement zones,
with the exception of CSA 38, under the administrative
oversight of a consolidated fire agency, operated under
the umbrella of CSA 70 In January 1999, the entirety
of all board governed fire districts and all of CSA 38
and its improvement zones were placed under the
auspices of the consolidated fire agency for
administration, then identified as "County Fite"

Thus, since 1999, County Fite managed the
responsibilities for structural fire response and
emergency medical response for most of the
unincorporated areas of the county, excluding the
independently governed districts and municipalities
which provide fire service In 2002, the Board directed
it staff to prepare studies to determine the financial
health of the department with accompanying
recommendations for improvement These studies were
motivated by a concern regarding the financial stability
of a number of the individual districts and improvement
zones within County Fire. The findings forecasted that
by Fiscal Year 2910/11 fire operations could incur an
overall deficit of J83 million if circumstances remained
unchanged. Among the recommendations were the
implementation of a number of financing mechanisms
not part of this project) and a teorgamzation of the
current County Fite for greater management efficiencies
and effectiveness with the result that this would help
extend the financial solvency of the districts.

An 18,353 Square Mile Annexation Proposal
In July 2905, the Board initiated its applications for
teorganization of the County Fite Department into a
single board- govemed district The new district would
be renamed the "San Bernardino County Fire Protection
District" In addition, the applications proposed to
include an area commonly known as the ùnfunded area'
within the San Bernardino County Fire Protection
District through annexation.

The county's submission consisted of two applications:
sphere expansion ( LAFCo 3001) and teorganization
LAFCo 3000) LAFCo 3001 consisted of a municipal
service review and sphere of influence expansion to
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include an additional 18,353 square miles within Yucca
Valley FPD sphere and reduce the spheres for four
board - govemed fire entities to a zero sphere. The
magnitude of the territory included in this SOI change is
unprecedented in LAIRD considerations The proposed
expansion encompasses an estimated 11,745,691 acres
of the county, or about 18,353 square miles. This area is
slightly larger than the combined states of New Jersey,
Connecticut and Rhode Island, which comprise a
combined total of 15,478 square miles.

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

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

Once the applications were submitted to LAIRD, a
process for circulation of the proposals for review and
comment commenced and all affected and interested

agencies and persons were requested to comment on the
application In addition, since the application proposed
to annex the territory of two cities ( Fontana and Grand
Terrace) to the YVFPD, consent for this overlay was
required from the respective cities. Consent was
received from the Grand Terrace City Council.
However, the response of the Fontana City Council was
not to consent to the overlay of the YVFPD and to
submit an alternative proposal for consideration with
LAFCo 3000 That proposal ( LAFCo 3000A) requested
a modification to do the following

Remove dissolution of the Central Valley Fire
Protection District (CVFPD) from the elements of
consideration,

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

Establish the retained portion of CVFPD as a
subsidiary district of the City of Fontana and
rename it the Fontana Fire Protection District.

Three -year Staff Effort Processing the Proposals
To inform the general population about the reorgao-
1zation project, LAFCo and County Fire held a

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

Since the proposal spanned the entire county and
individual notice would have exceeded 1,000 landowner
and registered voters, Commission policy allowed for
adver4sement in newspapers in lieu of individual mailed
notice. In the end, there were 24 advertisements for the
community meetings, 14 advertisements for the Initial
study and notice of hearing and 25 advertisements for
the protest hearing

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

i ; i
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Complex Issues Emerged; Were Resolved
As large as the proposal was, in theory it seemed simple

detach and dissolve some entities, remove powers, and
expand another with the full range of powers to
encompass the former areas. However, the devil is in
the details. Some of the issues that LAIRD had to deal

with related to the Fontana altemative; transfer of
facility assets and employees; establishment of
appropriation limits; and distribution of existing
property tax to the new fire entities. There were four
other interesting issues.

The reorganization ovedaid sovereign tribal lands. In
order for a LAIRD application to include a deter-
mination related to tribal sovereign lands, consent had
to be received from the Tribal Council and no

opposition from the Bureau of Indian Affairs Letters
were forwarded to the affected tribes and the national

and regional Bureau of Indian Affairs offices providing
copies of the applications, outlining the process for
review, and requesting a determination of the Tribal
Council to the oveday of the Yucca Valley FOR.
Ultimately, all four provided resolutions consenting to
the overlay
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To accomplish the objective of revenue neutrality, as
well as to take into account differing service levels based
upon development type, the county proposed to
establish four regional service zones under the umbrella
of the Fire Protection District. These service zones were

established to preserve property tax and other local
revenue bases of the region to fund expenditures related
to that region and to protect those dollars from being
spent outside the region. Each zone would have a
separate annual budget and he administered within the
Financial constraints of that budget

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

proposal's evaluation process

Among the many dissolutions and detachments pro-
posed, the counMs application included the dissolution
of a particular service zone (CSA 70 Improvement Zone
PM -1) and the formation of a new service zone (Service
Zone PM -1). However, the territory of CSA 70 Zone
PM1 overlaid a portion of the independent Crest
Forest Fire Protection District and LAFCo laws do not

allow for the overlay of two fire protection districts
within the same area, which could lead to a duplication
of service. The boundaries of the new Service Zone

PM -1 had to be modified to exclude the territory within
the existing boundaries of the Crest Forest FOR.
Further, a condition of approval was put in place to
transfer the existing PM -1 special tax (317 per parcel) to
the Crest Forest FOR for funding its paramedics.

The county annually allocated General Fund support to
Fite services, with $8.3 million transferred in FY 2007-
08. Orlginally, LAIRD staff recommended a require-
ment that this funding be made permanent. However,
the Board of Supervisors did not agree with LAIRD s
recommendation and held a workshop to discuss the
issue The Board position was that the funds remain
discretionary as the County Fite reorganization was
intended to establish service zones which could evaluate

the level of service to be provided and also provide for
elections to fund that level of service. LAIRD staff

removed the requirement for permanent transfer as the
reorganization and clarification of funding and service
relationships as a first step in the process was required

A Successful Result: 2 Districts Emerge
On January 16, 2008, the Commission approved LAIDD
3000 as modified through adoption of LAIRD
Resolution No. 2989 The reconsideration and protest
periods passed, and the 34 conditions of approval were
successfully completed by the deadline The new San
Bernardino County Fite Protection District will have:

An assessed value of J204
billion

a 91,500 registered votersr
A service , a of approx '.• YY

imately 11,750,811 acres or
18,361 +j - square miles

The Sp

The Fontana Fire Protection

aA (achy subs damet)

will haveAn assessed value of f122
billion OW53,731 registered voters
A service area of 33,500
acres or 52 4square miles

Conclusion

This reorganization project started with discussions in
1993, the administrative consolidation in the mid- 1990's,
the county's study of fire service in 2004 and ended with
numerous Commission meetings and hearings to work
through the details resulting in 34 conditions of
approval In the end, this reorganization simplifies the
delivery of fire protection services within San
Bernardino County provided by its board- govemed
spacial districts by reducing the structure from 31
separate budgeting entities down to four manageable
service zones. This will result in a more effective and

efficient management arrangement for fire protection
and emergency medical response services within San
Bernardino County for its citizens as well as the three
mayor transportation comclors for goods movement
Nom Southern Califomiaportr.
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Legislation
Continued from front cover

ton and changes of a CSA consistent
with LAFCo law and for the most part
consistent with the CSD law revised
several years ago. NOTE: It requires
LAFCo and the county to agree on the
existing powers of every CSA. in the
state by 1 January 2009. All other pow-
ers become latent and are subject to
the CKH process.
SB 1191 ( Blakeslee). This law adds
broadband services and facilities to the

powers of a Community Services Dis-
trict, subject, of course, to LAFCo
approval.

Awaiting Governor's Signature

SB 301 ( Romero). This bill will re-
move the VLF subvention sunset for

both incorporations and annexations
and make the subventions permanent
The bill has passed the Senate and As-
sembly; however, it went back to the
Senate for concurrence since the incor-

poration sunset provision was m-
moved by amendment of the bill while
in the Assembly The legislation has
passed and is being held in Enrollment
until a budget is passed. This will avoid
an automatic veto by the Governor.
There has been no opposition to the

bill, and it has enjoyed bipartisan sup -port throughout the process.

At Senate for Concurrence

SB 375 ( Steinberg) The bill links the
Regional Transportation Plan ( RTP)
with the Regional Housing Needs As-
sessment ( RHNA) and CEQA. Its
authors say it will increase community

sustamability, make it easier to develop
within urban footprints, link transpor-
tation and housing, reduce greenhouse
gases and carbon emissions, increase
affordable housing and increase quadty
of life by reducing congestion and
commutes

The bill does basically five things'
1. Directs the California Air Resources

Board ( GARB) to establish gas re-
duction targets for each region of
the state. Metropolitan Planning
Agencies then prepare transporta-
tion and development plans that
achieve those reductions ( re. blue-
Print Plans).
2.Amends the Regional Transpord,

ton Plan process to require regions
to design a development pattern that
reduces commutes, including the
preparation of a Sustainable Com-

iatiea.State (SCS) ora<i Alter-
native Planning Strategy if the SCS
does not achieve the CARB targets
for gas reductions. Future transpor-
tation funding is linked to the SCS.

3. Through the SCS, it reduces the ur-
ban footprint for growth and re-
duces traffic congestion by fewer
vehicle taps traveled. In theory it
places the same number of housing
units in a smaller footprint

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

that achieve these goals through lim-
its on CECA review.

Sharing Information and Resources

On 8 August the
CALAFCO Ij
Board took a , 00
support position 9
on the bill. O

For LAFCo, the
bill requires the
SCS to consider

the spheres of
influence that
have been

adopted by LAF-
Cos for their re-

gion. The authority for local land use
decisions remains with the local juris-
diction. Wile there are incentives for
jurisdictions to adhere to the SCS or
alternative it remains a voluntary ap-
proach. The bill does not diminish
LAFCo's role or authority. LAFCo
review of proposals could potentially
consider consistency with the SCS or
alternative under current law 056668)
SB 375 offers LAFCo the opportunny
to reflect on its future roles Thus is a
first step towards regional approaches .
to land use planning in California.
LAFCos are uniquely sinated to play a
role in two ways: 1) since special dis-
tricts . are not affected by SB 375 — yet
their services and boundaries are often

integral to growth — LAFCo is the au-
thority that can ensure district growth
is consistent with the SCS or alterna-
twe; and 2) while SB 375 leaves ulti-
mate land use authority to local agen-
cies, LAFCo can help assure that pro-
posals are consisterntwith the SCS and
could deny proposals that do not con-
tribute to housing or GHG reduction
goals In other words, LAFCo could
continue to fulfill its role as the

legsslatsmi s wafcbdog." More to crewel

v
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