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LAFCO MEETING: June 5, 2024

TO: LAFCO
FROM: Neelima Palacherla, Executive Officer
Dunia Noel, Asst. Executive Officer
SUBJECT: FINAL WORK PLAN AND BUDGET FOR FY 2025

FINANCE COMMITTEE / STAFF RECOMMENDATIONS

1. Adopt the Work Plan for Fiscal Year 2024-2025, as revised by the Commission at
its April 3, 2024 meeting.

2. Adopt the Final Budget for Fiscal Year 2024-2025.

3. Find that the Final Budget for Fiscal Year 2025 is expected to be adequate to
allow the Commission to fulfill its statutory responsibilities.

4. Authorize staff to transmit the Final Budget adopted by the Commission
including the estimated agency costs to the cities, the special districts, the
County, the Cities Association of Santa Clara County and the Santa Clara County
Special Districts Association.

5. Direct the County Auditor-Controller to apportion LAFCO costs to the cities; to
the special districts; and to the County; and to collect payment pursuant to
Government Code §56381.

REVISIONS TO THE PROPOSED WORKPLAN FOR FY 2025

On April 3, 2024, the Commission directed that staff revise the proposed workplan
for Fiscal Year 2024-2025 to include an item related to development of agricultural
worker housing policies. Staff has amended the proposed workplan accordingly.

NO CHANGES TO THE DRAFT/PRELIMINARY BUDGET

On April 3, 2024, the Commission adopted its preliminary budget for Fiscal Year
2024-2025 as recommended by the Finance Committee. The preliminary budget
adopted by the Commission is available in the report for Agenda Item # 5 of the
April 3,2024 LAFCO Meeting. No further changes are recommended to the
preliminary budget adopted by the commission.
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LAFCO ANNUAL BUDGET PROCESS REQUIREMENTS

The Cortese Knox Hertzberg Local Government Reorganization Act of 2000 (CKH
Act) which became effective on January 1, 2001, requires LAFCO, as an independent
agency, to annually adopt a draft budget by May 1 and a final budget by June 15 at
noticed public hearings. Both the draft and the final budgets are required to be
transmitted to the cities, the special districts and the County. Government Code
§56381(a) establishes that at a minimum, the budget must be equal to that of the
previous year unless the Commission finds that reduced staffing or program costs
will nevertheless allow it to fulfill its statutory responsibilities. Any unspent funds at
the end of the year may be rolled over into the next fiscal year budget. After
adoption of the final budget by LAFCO, the County Auditor is required to apportion
the net operating expenses of the Commission to the agencies represented on
LAFCO.

LAFCO and the County of Santa Clara entered into a Memorandum of Understanding
(MOU) (effective since July 2001), under the terms of which, the County provides
staffing, facilities, and services to LAFCO. The associated costs are reflected in the
LAFCO budget. LAFCO is a stand-alone, separate fund within the County’s
accounting and budget system and the LAFCO budget information is formatted using
the County’s account descriptions/codes.

COST APPORTIONMENT TO CITIES, DISTRICTS AND THE COUNTY

The CKH Act requires LAFCO costs to be split in proportion to the percentage of an
agency’s representation (excluding the public member) on the Commission. Santa
Clara LAFCO is composed of a public member, two County board members, two city
council members, and since January 2013 - two special district members.
Government Code §56381(b)(1)(A) provides that when independent special
districts are seated on LAFCO, the county, cities and districts must each provide a
one-third share of LAFCO’s operational budget.

Since the City of San Jose has permanent membership on LAFCO, as required by
Government Code §56381.6(b), the City of San Jose’s share of LAFCO costs must be
in the same proportion as its member bears to the total membership on the
commission, excluding the public member. Therefore in Santa Clara County, the City
of San Jose pays one sixth and the remaining cities pay one sixth of LAFCO’s
operational costs. Per the CKH Act, the remaining cities’ share must be apportioned
in proportion to each city’s total revenue, as reported in the most recent edition of
the Cities Annual Report published by the Controller, as a percentage of the
combined city revenues within a county. Each city’s share is therefore based on the
2021/2022 Report - which is the most recent edition available.

Government Code Section 56381 provides that the independent special districts’
share shall be apportioned in proportion to each district’s total revenues as a
percentage of the combined total district revenues within a county. The Santa Clara
County Special Districts Association (SDA), at its August 13, 2012 meeting, adopted
an alternative formula for distributing the independent special districts’ share to
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individual districts. The SDA’s agreement requires each district’s cost to be based on
a fixed percentage of the total independent special districts’ share.

The estimated apportionment of LAFCO’s FY 2025 costs to the individual cities and
districts is included as Attachment B. The final costs will be calculated and invoiced

to the individual agencies by the County Controller’s Office after LAFCO adopts the
final budget.

ATTACHMENTS

Attachment A: LAFCO Workplan for FY 2025

Attachment B: Final LAFCO Budget for Fiscal Year 2025
Attachment C: Costs to Agencies Based on the Final Budget
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