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PROPOSED PARAMETERS AND GUIDELINES
AS MODIFIED BY STAFF

FINAL STAF F ANALYSIS
Government Code Sections 56425, Subdivision (i)(1) (formerly Subdivision (h)(1)
Statutes 2000, Chapter 761 (AB 2838)

Local Agency Formation Commissions
02-TC-23

Sacramento Metropolitan Fire District, Claimant

EXECUTIVE SUMMARY

On September 27, 2007, the Commission on State Mandates (Comumission) adopted the
Statement of Decision for the Local Agency Formation Commissions program finding that
Government Code section 56425, subdivision (1)(1), constitutes a reimbursable state-mandated
program for independent special districts that are subject to the tax and spend provisions of
articles XIII A and XIII B of the California Constitution to file written statements specifying the
functions or classes of service provided by those districts with local agency formation

‘ commissions (LAFCOs) when the LAFCO adopts or updates the spheres of 1nﬂuence during the
following periods of time and mrcumstances

e July 1, 2001 through December 31, 2001 = when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

 Onand after January 1, 2002 - when a LAFCO adopts or updates a sphere of
influence for a special district.

The LAFCO is required to develop and determine the sphere of influence of each local
govérnmental agency within the county and enact policies designed to promote the logical and
orderly development of areas within the sphere in order to carry out its responsibilities “for
planning and shapmg the logical and orderly development and coordination of local

_ governmerntal agenmes to advantageously provide forthe present and futiire needs of the county
and its communities.” Every five years, the LAFCO is required to review and update, as '
necessary, each sphere of influence, and shall require the special districts within its jurisdiction
to file the written statements descrlbed above

Staff reviewed the claimant’s 1n1t1al and rewsed proposed pa:arneters and guidelines and the
comments received from the parties. Non-substantive, technical changes were made for
purposes of clarification, consistency with language in recently adopted parameters and
guidelines, and conformity to the Statement of Decision and statutory language.

In addition, the claimant filed comments on the draft staff analysis addressing the proposed
reimbursable activities and is requesting reimbursement for other related activities it al]eges are
. the most reasonable methods of complying with the mandate.




Section 1183.1 of the Commission’s regulations describes the content of parameters and

- guidelines. Pursuant to section 1183.1, subdivision (a)(4), the reimbursable activities shall
consist of the activities approved by the Commission in the Statement of Decision as
reimbursable state-mandated activities, and activities found to constitute the most reasonable
methods of complying with the mandate. “The most reasonable methods of complying with the
mandate™ are those methods not specified in statute that are necessary to carry out the mandated
program.” :

Staff finds that the activities proposed by the claimant, as modified by staff to conform to the
approved test claim statute, constitute reasonable methods of complying with the mandate. Staff
recommends that the Commission adopt the following language in Section IV, Reimbursable
Activities (proposed modifications are reflected with underline and strikeout):

A. On-going Activities:

Fea'—Filirig written statements to the LAFCO pursuant to Government Code section 56423,
subdivision (i)}{(1) (formerly numbered subdivision (h)(1).}, specifying the functions or

classes of service provided by the district, for the following time periods and types of spheres
of influence:

. July 1, 2001 through Decembér 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere-of influence that includes a special district.

. On and after January 1, 2002 - when a LAFCO adopts or updates a sphere of
' /influence for a special district:

The -follomg activities are reimbursable:

1. Gather information on the functmns or classes of services prov1ded bv the

special district £
needed to prepare the wrltten statements eguu-ed by Government Cod

section 56425, subdivision {Hil.

2. Draft written statements, including but not limited to, the initia!l draft,
reviews and revisions as needed.

3. File written statements with the LAFCO.

4. Prepare for, attend, and present written statements as required by

Government Code sectlon 54625, subdlwsmn (1}5 1), at LAFCO meeting
heanng

Staff Recommendation

Staff recommends that the Commission adopt the proposed parameters and guidelines, as
modified by staff, beginning on page 9. . :

Staff also recommends that the Comrnlssmn authorize staff to make any non-substantive,
technical correctlons to the parameters and guidelines followmg the hearing.




Claimant

STAFF ANALYIS

Sacramento Metropolitan Fire District

Chronology

(05/29/2003
07/0720/03
07/08/2003

07/18/2003
09/25/2003
06/28/2007
07/24/2007
07/25/2007

07/25/2007°

08/09/2007
09/17/2007
09/27/2007
03/20/2008

06/25/2008

08/14/2008
09/12/2008
07/20/2009
08/12/09

09/02/09

Claimant files test claim with the Commission on State Mandates
{(Commission) -

Department of Finance requests extension of time to file comments on the
test claim :
Commission staff approves extension of time to August 18, 2003, to file

~ comments

Dcpartment of Finance submits comments

Claimant submits response to Department of Finance comments
Commission staff issues draft staff analysis

Department of Finance submits comments on draft staff analysis

Claimant requests extensmn of time to file comments on the draft staff
analysis ) s
Commission staff approves extension of time to August 9, 2007, to file
comments on the draft staff analysis

Claimant files comments on the draft staff analysis

Commission staff issues final staff analysis

Commission adopts Statement of Decision

Commission staff notifies claimant that claimant’s proposed parameters and
guidelines were required to be submitted on November 2, 2007, and to date,
no parameters and guidelines have been filed

Commission staff notifies claimant that claimant’s proposed parameters and
guidelines-have not been fi led and requests claimant to advise if claim has
been abandoned

Clalmant submits proposed parameters and guidelines

Department of Finance files comments

Claimant résponds to Finariceé comments and submits revised' proposed
parameters and guidelines

Draft staff analys1s and proposed parameters and guidelines issued for

comment

Claimant files comments on the draﬁ staff analysm and proposed parameters
and guidelines

Summary of the Mandate -

Thus test claim addressed representation on the Sacramento County Local Agency Formation

Commussion (“LAFCO™), changes to funding mechanisms for LAFCOQs with independent specxa]

district representatlon, and modifications to the process for LAFCOs to adopt and update the '
“sphere of influence”' for each local government agency within a county.

' “Sphere of influence” means a pian for the probable physical boundaries and service area of a
local agency, as determined by the LAFCO. (Gov. Code § 56076. )
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On September 27, 2007, the Commission on State Mandates (Commission) adopted the
Statement of Decision for the Local Agency Formation Commissions program (02-TC-23).?
Commission found that the test claim statute constitutes a new program or higher level of service
and impeses a state-mandated program on certain independent special districts within the
meaning of article XIII B, section 6, of the California Constitution and Government Code section |
17514 for the following activities:

Requiring independent special districts to file written statements with the LAF co specifying the
functions or classes of service provided by those districts, for the following time periods and
types of spheres of influence:

s July 1,2001 thfough December 31, 2001 — when a LAFCO adopts- or updates any
sphere of influence or sphere of influence that includes a special district.

e On and after January 1, 2002 -~ when a LAFCO adopts or updates a sphere of
~ influence for a special dlsmct

The Commission also found that only those independent special districts that are subject to the
tax and spend limitations'of article XIII A and article X1II B are eligible claimants.

The Commission concluded that Government Code section 56001 declares legislative findings
and is helpful to interpret the test claim statutes, but does not mandate any activities. The
Commission further concluded that Government Code sections 56326.5, 56381, 56381.6, 56425
(except subdivision (h)(1), subsequently renumbered to subdivision (i)(1)), 56426.5, and 56430,
and the Municipal Service Review Guidelines and Appendices developed by OPR, as pled, along
with any other test claim statutes, alleged executive orders, guidelines and. allegations not
specifically approved above, do not mandate a new program or higher level of service subject to
article XIII B, section 6. :

Discussion

Claimant submitted the proposed parameters and guidelines on July 20, 2009. On
September 12, 2008, Department of Finance submitted comments on the claimant’s proposed

. parameters and guidelines.* On July 20, 2009, claunant rcsponded to Finance’s comments, and
submitted revised proposed parameters and guidelines.” Staff reviewed the claimant’s initial and
revised proposed parameters and guidelines and the comments received. Non-substantive,
technical changes were made for purposes of clarification, con51stency with language in recently
adopted parameters and guidelines, and conformity to th_e Statement of Decision and statutory
language.

Substantive changes were made to the followmg sections of the clalmant’s revised proposed
parameters and guidelines. :
Il. - Eligible Claimants Were Modrf ed to Clarify that LAF COs are Not Eligible C'lazmants

The Commission found that mdependent special districts participating ina LAFCQ a.ndlwhmh
are subject to the tak and spend limitations of articles XIII A and XIII B of the California ™

? Exhibit A.
* Exhibit B.
* Exhibit C.
3 Exhibit D.




Constitution, and not LAFCQs, are eligible claimants. Therefore, staff clarified that LAFCOs
are not eligible claimants.

Il Period of Reimbursement Was Modified to Add One Year

Government Code section 17557, subdivision (¢}, states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. This test
claim was file on May 29, 2003, establishing reimbursement for the 2001-2002 fiscal year.

The proposed parameters and guidelines state that reimbursement begins on July 1, 2002. Staff
corrected this sentence to clarify that reimbursement begins on July 1, 2001.

Estimated Claims

Prior to 2008, claimants were authorized to file estimated reimbursement claims for the current
fiscal year. In 2008, ABX3 8 (Stats. 2008, ch. 6) repealed the authority for claimants to file and
be paid for estimated reimbursement claims. Therefore, staff removed any references to
estimated reifmbursement claims from this section of the proposed parameters and guidelines.

IV Reimbursable Activities Were Narrowed

Pursuant to Government Code section 56425, the LAFCO is required to develop and determine
the sphere of influence of each local governmental agency within the county and enact policies
designed to promote the logical and orderly development of areas within the sphere in order to .

- carry out its rcsp0n31b111t1es “for planning and shaping the logical and orderly development and
coordination of local governmental agencies to advantageously provide for the present and future
needs of the county and its communities.” Every five years, the LAFCO is required to review
and update, as necessary, each sphere of influence, Pursuant to Government Code section
56425, subdivision (i)(1), the LAFCO, when adopting, amending, or updating a sphere of
influence, shall require existing special districts to file written statements with-the LAFCO
specifying the functions or classes of service provided by those districts. :

The Comzmssmn approved the test claim for the following reimbursable ‘activity mandated by
Government Code section 56425, subdivision (i)(1):

Requiring mdependent special districts to file written statements with the LAFCQO
specifying the functions or classes of service provided by those districts, for the
following time periods and types of spheres of influence:

* July I, 2001 through December 31, 2001 — when a LAFCO adopts or
updates any sphere of influence or sphere of influence that includes a
special district.

* On-and after January 1, 2002 — when a LAFCO adopts or updates a sphere
of influence for a special district.

Section 1183.1 of the Commission’s regulations describes the content of parameters and
guidelines. Pursuantito section 1183.1, subdivision (a)(4), the reimbursable activities shall
consist of the activities approved by the Commission in the Statement of Decision as
reimbursable state-mandated activities, and activities found to constitute the most reasonable
methods of complying with the mandate. “The most reasonable methods of complying with the-
mandate” are those methods not specified in statute that are necessary to carry out the mandated
program.

On July 20, 2009, the claimant submitted revised proposed parameters and guidelines, requestmg
reimbursement for the following activities:




1. Gather information from within the special district and from outside sources, as
needed to prepare the written statements.

2, Draft written statements, including but not limited to, the initial draft, reviews and
revisions as needed.

3. File de written statements with the LAFCO.

4. Prepare for, attend, and present written statements at LAFCO meeting.

On August 12, 2009, a draft staff analysis and proposed parameters and guidelines were issued
for comment, denying reimbursement for activities ! and 4 on the ground that they go beyond
the scope of the mandated activity and, therefore, are not reasonable methods of complying with
the mandate.®

On September 2, 2009, the claimant filed comments on the draft staff analysis’ (certified under
penalty of perjury by the general counsel for Sacramento Metropolitan Fire District), arguing that
activities | and 4 are reasonable methods of complying with the mandated activity. With respect
to activity 1, the claimant states the following:

Few, if any, of us can say that we could, without gathering any information, draft
a written statement concerning our respective businesses or departments. Even if
one can name all the services their business or department provides without
assistance, there remain questions about what was filed before, what do other
districts file, who drafted the prior document, the format of the document, or the
method of filing. This information is not only necessary to the drafting and filing
of the written statement, it is also the most reasonable method of compliance as it
allows for accurate drafting and the mere updating of any prior statement. Thus
time spent gathering information can yield time saving in the process of drafting
that statement.

The language proposed by the claimant (“gather information from within the special district and
from outside sources”™) is vague and ambiguous, and can apply to activities that go beyond the
scope of the mandated activity. Staff recommends that the language be narrowed to apply to the
mandated activity, as follows:

i. Gather information on the functions or classes of services provided by the special

district from-within-the-speeial-district-and-from-eutside-sourees; as needed to

prepare the written statements required by Government Code section 56425,
subdivision (1)(1).

Based on the evidence in the record, staff finds that activity 1, as modified by staff, is the most
reasonable method of complying with the mandated activity to file written statements on the
functions or classes of service provided by the district, pursuant to Government Code section
56425, subdivision (1)(1).

With respect to activity 4 (prepa'fe fo.r, attend, and p-resent written statements at LAFCO ._
meeting), the claimant filed a declaration from Allan P. Burdick of MAXIMUS, Inc., which
states in relevant part the following:

2. 1 spoke to representatives of three LAFCo’s in an effort to establish whether -
representatives are required to attend LAFCO meeting where the agency had a matter on
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the agenda. Similar to a Commission on State Mandates meeting, all agreed there is no
requirement for agency representatives to attend meetings. They are, however, invited
and encouraged to attend. With rare exceptions, the local agency’s staff are in contact
with the LAFCo staff before the meetings, and they discuss, among other things, the
value or benefit to either the local agency or LAFCo from their attendance.

3. Thave spoke [sic] to a number of LAFCo staff members over the years, and LAFCo
meetings are similar to most other local government meetings, such as city council and
county board of supervisor meetings. Since LAFCo commissioners are made up of
elected representative [sic] of cities, counties and special districts, their policies,
procedures and practices are based on those of their parent organizations. Similar to
governing board meetings of local government, while there is no statutory or regulatory
requirement to attend a meeting, an agency has an obligation to its taxpayers to insure
they are represented if the outcome may have consequences on its constituents.

In comments on the draft staff analysis, the claimant states the following with respect to
activity 4:

Government Code section 56425, subdivision (a) states:

In order to carry out its purposes and responsibilities for planning and
shaping the logical and orderly development and coordinaticn of local
governmental agencies so as to advantageously provide for the present and

* future needs of the county and its communities, the commission shall
develop and determine the sphere of influence of each local governmental
agency within the county and enact policies designed to promote the
logical and orderly development of areas within the sphere.

To further this purpose, the mandate legislation, Government Code section 56425,
subdivision (h)(1) (subsequently renumbered to subdivision (i)(1)) “requires
independent special districts to file written statements with the LAFCO,
specifying the functions or classes of service provided by those disiricts ... whern a
LAECO adopts or updates a sphere of influence for a special district ...” This
Commission found that this activity is a reimbursable state mandate. Filing
statements is @ method by which agencies communicate with their LAFCO. This
comumunication requires the preparation of the statements to be filed, the drafting
and filing of statements and, to bring the matter to its natural close, the '
appearance at the public meeting where those written statements are discussed
and reviewed by the LAFCO. Sinicé these discussions can rajse questions;
delineate unforeseen issues and lead the LAFCO in new directions, written

statements alone are not always sufficient for the LAFCO to complete its
business. '

Staff finds that activity 4 is a reasonable method of complying with the mandated activity.
Government Code section 56427 requires that the LAFCO adopt, amend, or revise spheres of
influence only after a public hearing called and held for that purpose, Notice of the hearing is
mailed to each affected local agency. At the hearing, the LAFCO is required to hear and
consider oral and written testimony presented by the affected local agency. Staff recommends
that the language be amended to include a reference to the state-mandated activity and to change

the phrase “LAFCO meeting” to “LAFCO hearing” to make it consistent with Government Code
section 56427, as follows;

4. Prepare for, attend, and present written statements as required by Government
Code section 54625, subdivision (i}(1), at LAFCO meeting hearing,
, _ 7




In summary, staff recommends that the Comimission adopt the followmg revisions to Section IV,
reimbursable activities:

A. On-going Activitics:

FerFiling written statements to the LAFCO pursuant to Government Code section 56425,
subdivision (i)(1) (formerly numbered subdivision (h)(1).), specifying the functions or
classes of service provided by the district, for the following time periods and types of spheres
of influence: ‘

e - July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

. On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district:

The following activities are reimbursable:
1. Gather information on the functmns or classes of services Drowded bv the

special district fe th : t
needed to prepare the written statements reqmred by Government Code

section 56425, subdivision (i¥1).

2. Draft written statements, including but not limited to, the initial draft,
reviews and revisions as needed.

File written statements with the LAFCO.
4, Prepare for, attend, and present written statements as required by

Government Code section 54625, subdivision (i)(1), at LAFCO meeting

Staff Recommendation -

Staff recommends that the Commissicn adopt the proposed parameters and guidelines, as
modified by staff, beginning on page 9.

Staff also recommends that the Comnnssmn authorize staff to make any non—substantwe
technical corrections to the parameters and guidelines following the hearing.
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CLAIMANT’S REVISED
PROPOSED PARAMETERS AND GUIDELINES

AS MODIFIED BY STAFF

Government Code Sections-56001-56326-5-56381, 563816, 56425, Subdivision (i)(1) (formerly
Subdivision (h)(1}) and-56430

Chapter439Statatesof 1091
Chapter 761, Statutes of 2000
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L ARCO Maumisioal Sorvioss Revion Guideli

I Mricinal Servions Reviow Guidel 1.

Local Agency Formation Commissions
02-TC-23

Sacramento Metropolitan Fire District, Claimant
L SUMMARY OF THE MANDATE

On September 27, 2007, the Commission on State Mandates (Commission) adopted a Staternent

of Decision finding that the test claim legislation imposes a partially reimbursable state-
| mandated program upon certain_independent special districts within the meaning of article
XIII B, section 6 of the California Constitution and Government Code section 17514,
Specifically, the Commission found that only one statutory provision, Government Code section
56425, subdivision (h) (subsequently renumbered to subdivision (i)(1)),— constitutes a state-
mandated “new program or higher level of service” in an existing program. As-the-elaimaptis-an
mdepeﬂdeﬂ%speeml—é-xsmet—ﬁhe findlngs ef for ﬂ‘llS test claim apply to 1ndependent spemal
districts e - ; 2 35 e—6H
méepeadeat—speeaa&—dys{ﬂets—mat are subject to the tax and spend lmntatlons of amc es XIII A
and XIII B of the California Constitution—are—eligible—slaimants, Local agency formation
commissions (LAFCOs) are not eligible claimants. All other activities claimed for sphere of

districts, or the activities are not mandated since the Municipal Service Review Guidelines and
Appendices do not constitute executive orders.

The Commission approved this test claim for the following reimbursable activities:

Filing written statements with the LAFCO specifying the functions or classes of service provided
by independent special districts, for the following time periods and types of spheres of influence:

influence reviews or municipal service reviews are either required of the LAFCO and not special - =~ =



. July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

. On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district.

II. ELIGIBLE CLAIMANTS

Any independent special district participating in the LAFCO which is subject to the tax and
spend limitations of articles XIII A and XIII B of the California Constitution and that incurs
increased costs as a result of this reimbursable state-mandated program is eligible to claim
reimbursement of those costs. -LAFCOs are not eligible claiménts.

II.  PERIOD OF REIMBURSEMENT

Government Code section 17557, subdivision (e), states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year, The
Sacramento Metropolitan Fire District filed the test claim on May 29, 2003, establishing eligibility

for reimbursement for fiscal year 2001-2002. Therefore, costs incurred pursuant to Government
Code section 56425, subdivision (h) are reimbursable on or after July 1','2001 2002,

Actual costs for one ﬁscal year shall be included i in each clau-n Esﬂm&ted—eeet—s—ef—t—he
A : a3 able. Pursuant to Government
Code section 17561 subdlwsmn (d)(l)(A) all clanns for reimbursement of initial fiscal year

costs shall be submitted to the State Controller within 120 days of the issuance date for the
claiming instructions.

If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564,

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the

event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign- in sheets, invoices, and receipts.

Evidence corroboratmg the source documents may mclude but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas training packets;-and
declarations. Declarations must include a certification ot declaration stating, “I certify (or

declare) under pehalty of perjury inder the laws of the State of Califorriia that the foregoing is . .

true and correct,” and must further comply with the requuements of Code of Civil Procedure’
section 2015.5. Evidence corroboratifig the sotirce documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal govérnment
requirements. However, corroborating documents cannot be: substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.
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For each eligible claimant, the following activities are reimbursable:

A, On-going Activities:

EerFiling written statements to the LAFCO pursuant to Government Code section 56425,
subdivision (1)(1} (formerly numbered subdivision (h)(1).), specifying the functions or
classes of service provided by the district, for the following time periods and types of spheres
of influence:

. July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district,

. On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district:

The following activities are reimbursable:

1. Gather information on the functions or classes of services provided by the

special district from-within-the speeial-district-and From-outside-sourees; as

needed to prepare the written statements required by Government Code
section 56425, subdivision (i)(1).

2. Draft written statements, including but not limited to, the initial draft,
reviews and revisions as needed. :

File written statements with the LAFCO.

4. Prepare for, attend, and present written statements as required by

Government Code section 54625, subdivision (1)(1), at LAFCO meeting
hearing.

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement,

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the -
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
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after deducting discounts, rebates, and allowances received by the claimant, Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized .
method of costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reinibursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a
description of the contract scope of services.

4. Fixed Assets and Equipment

Report the purchase price paid for fixed asséts and equipment (including computers)

necessary to implement the reimbursable activities. The purchase price includes taxes,

delivery costs, and installation costs. If the fixed asset or equipment is also used for

purposes other than the reimbursable activities, only the pro-rata portion of the purchase
- price used to implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.

Include the date of travel, destination point, the specific reimbursable activity requiring o
travel, and related travel expenses reimbursed to the employee in compliance with the

rules of the local jurisdiction. Report employee travel time according to the rules of cost

elemént A.1., Salaries and Benefits, for éach applicable reimbursable activity.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than one
program, and are not directly assignable to a particular department or program without efforts
dispraportionate to the result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of the central government services distributed to
the other departments based on a systematic and rational basis through a cost allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in
the Office of Management and Budget (OMB) Circular A-87. €laimants have the option of
using 10% of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate Proposal
(ICRP) if the indirect cost rate clalmed exceeds 10%.

If the claimant chooses to prepare an ICRP both the direct costs (as deﬁned and descnbed in
OMB Circular A-87 Attachments A and B) and the indirect costs ‘shall exclude capital
expenditures and unallowablé costs (as defined and descubed in OMB Circular A-87
Attachments A and B), Howéver, unallowablé costs must bé includéd i in the direct costs if they
represent activities to which indirect costs are properly allocable. -

The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items; such as pass-through funds, major subcontracts, etc.), (2) direct salaries and .
wages, or (3) another base whmh results in an equitable distribution. ' :
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In calculating an ICRP, the claimant shall have the choice of one of the following

. methodologies:

VI.

1.

~J

The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s .
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing
the total allowable indirect costs (net of applicable credits) by an equitable
distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
which the total amount allowable indirect costs bears to the base selected.

RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter' is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement

. claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VIL

OFFSETTING REVENUES AND REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service
fees collected, federal funds, and other state funds, shall be identified and deducted frem this

claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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. derived from the test claim decision and the parameters and guidelines adopted by the
Commission. .

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571. If the
Cominission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2,

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision, is on file with the Commission.
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Exhibit A
BEFORE THE

COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE TEST CLAIM: Case No.: 02-TC- 23

Government Code Sections 56001, 56326.5, - Local Agency Formation Commissions
56381, 56381.6, 56425, 56426.5, and 56430;
LAFCO Municipal Services Review Guidelines | = '

(Final Draft, October 3, 2002, Governor’s Office | STATEMENT OF DECISION PURSUANT
of Planning and Research), and TO GOVERNMENT CODE SECTION 17500
LAFCO Municipal Services Review Guidelines ET SEQ; CALIFORNII_“% (230[1)3}5 OFO
Appendices (Final Draft, Cctober 3, 2002, REGULATIONS, TIT , DIVISION 2,

Governor’s Office of Planning and Research); CHAPTER 2.5, ARTICLE 7

Statutes 1991, Chapter 439 (AB 748)
Statutes 2000, Chapter 761 (AB 2838), and
Statutes 2002, Chapter 493 (AB 1948)

Filed on May 29, 2003, by the Sacramento
Metropolitan Fire District, Claimant.

(Adopled on September 27, 2007)

STATEMENT OF DECISION

The Commission on State Mandates (“Commission™) heard and decided this test claim during a
regularly scheduled hearing on September 27, 2007. Juliana Gmur from MAXIMUS, and Joe
Chavez, Associate General Counsel for Sacramento Metropolitan Fire District, appeared on
behalf of Sacramento Metropolitan Fire District. Allan Burdick appeared on behalf of the
CSAC SB 90 Service. Carla Castaneda and Susan Geanacou appeared on behalf of the
Department of Finance, .

. The law apphcable to the Commission’s determination of a reimbursable state-mandated
program is article XIII B, section 6 of the California Constltu‘uon Government Code section
17500 et seq., and related case law.

The Commission adopted the staff analysis at the hearing by a vote of 4-3 to partially approve
this test claim.

Summary of Findings

This test claim addresses changes to Local Agency Formation Corrmussmns (“LAFCOs™),
which are statutorily-credted local administrative bodies that make deterftiinations regarding
formation and development of local agencies. ‘The test claim statutes modify representation on
the Sacramento. County LAFCO, mechanisms for funding LAFCO operations when
independent special districts are represented, and the process for LAFCOs to adopt and update
the “sphere of influence” for each local agency within all California counties. The claimant is
an independent special district, thus the findings of this test claim apply to independent special
districts only and not LAFCOs or other local government agencies. Furthermore, only those




independent special districts that are subject to the tax and spend limitations of article XIIT A
and article XIII B are eligible claimants. - ~ .

The Commission finds that only one of the alleged test claim statutes — Government Code
section 56425, subdivision (h)(1) (subsequently renwunbered to subdivision (i)(1)) — constitutes
a reimbursable state-mandated program within the meaning of article XIII B, section &, and
Government Code section 17514. That section requires independent special districts to file
written statements with the LAFCO, specifying the functions or classes of service provided by
those districts, for the following time periods and types of spheres of influence:

o July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

. & Onand after J anuary 1, 2002 - when a LAFCO adopts or updates a sphere of
- influence for a special d1str1ct :

The Coxmmssxon concludes that Government Code section 56001 declares legislative findings
and is helpful to interpret the test claim statutes, but does not mandate any activities, The
Commission further concludes that Government Code sections 56326.5, 56381, 56381.6,
56425 (except subdivision (h)(1}, subsequently renumbered to subdivision (i)(1)), 56426.5, and
56430, and the Municipal Service Review Guidelines and-Appendices developed by the
Governor's Office of Planning and Research, as pled, along with any other test claim statutes,
alléged executive orders, guidelines and allegations not specifically approved above, do not
mandate a new program or higher level of service subject to article XIII B, section 6.

BACKGROUND

This test claim addresses representation on the Sacramento County Local Agency Formation
Commission (*"LAFCO”), changes to funding tiechanisms for LAFCOs with independent
special district representation, and modifications to the process for LAFCOs to adopt and-
update the “sphere of mﬂuence” for each local government agency w1th1n a county.

Historical Develop_ment of LAFCO

In light of competing urban, social and economic mterests affccted by land annexation, and
“[alfter years of failure to cope with these problems to any meaningful extent ..., the
Legislature finally acknowledged ‘the need for a supra-local agency to mtcwene in boundary
decisions’ affecting local govemments and, in 1963, established a LAFCO in each [California]
county to serve this purpose.”® Thus, LAF COs are statutorily-created administrative bodies
which make quasi-legislative detérminations® regarding formation and development of local

! “Sphcre of influence” means a plan for the probable physical boundaries and service area ofa
local agency, as determined by the LAFCO. (Gov. Code § 56076.)

2 Tillie Lewxs Foods Inc. v. Czry ofortsburg (Tzllze Lewis) (1975) 52 Cal.App.3d 983, 995,
3 Statutes 1963 chapter 1808. _ ,
4 Szerra Club v. San Joaquin Local Agency Formation Commission (1999) 21 Cal. 4" 489, 495 .




agencies.” The courts have referred to LAFCQs as the Legrslature’ s “watchdogs™ over local
boundaries.®

The LAFCOs’ purposes have evolved over the years, and in 1985, the laws governing local
boundary changes were ec-nsohdated into the Cortese-Knox Local Government Reorganization
Act (“Cortese-Knox Act™),’ which provided the “sole and exclusive authority and procedure for
the initiation, conduct and completion of changes of organization and reorganization for cities
and districts.”® The Cortese-Knox Act stated the following purposes for LAFCOs:

Among the purposes of a [LAFCQ] are the discouragement of urban sprawl
and the encouragement of the orderly formation and development of local
agencies based upon local conditions and circumstances. One of the objects
of the [LAFCO] is to make studies and to obtain and furnish information

- which will contribute to the logical and reasonable development of local
agencies in each county and to shape the develepment of local agencies so as
to advantageously provide for the present and future needs of each county
and its communities.

- The Cortese-Knox Act charged LAFCOs with a var]ety of powers and duties, 1nc1ud1ng but not
limited to: reviewing proposals for changes of organization or reorganization; 1 approving
annexation of unincorporated, nonconti 2guous territory in certain instances; H adopting written
procedures, regulations and standards; ' and developing, determining, adopting and
periodically updating the sphere of influence of each local governmental agency within the
county.

By June 30, 1985, each LAFCO was reqmred to adopt a sphere of influence for each local
governmental agency within its Junsdrctlon in order to carry out its purposes and
responsibilities for planning and shaprng the logical and orderly development and coordination
of local governmental agencres 5 In determining the sphere of influence of each local agency,

* Government Code section 56301,

‘ Tillie Lewis, supra, 52 Cal. App.3d 983, 1005.

7 Statutes 1985, chapter 541; Government Code sections 56000 et seq.

® Government Code section 56100.

® Government Code section 56301, as enacted by Statutes 1985, chapter 541. |
% Government Code section 56375, subdivision (a). '

a Government Code section 56375, subdivision (e), subsequently renumbered to , ,
* subdivision (d). = S .-

1 Government Code section 56375, subdivisions (1), (§), and (k), subsequently renumbered to
subdivisions (g), (h), and (i). :

1 Government Code section 56425.
4 Government Code section 56426.
15 Government Code sections 56076 and 56425,




the LAFCO was required to consider and prepare a written statement of its determination with
respect to the following points: . . .

1) The present and planned land uses in the area, including agricultural and Open-space
lands.

2) The present and probable need for public facilities and services in the area.

3) The present capacity of public facilities and adequacy of public services which the
agency provides or is authorized to provide.

4) The existence of any social or economic communities of interest in the area if the
LAFCO determines that they are relevant to the agency. '

LAFCOs were ongmally established with representatives from the county, c1tles 1n the county
and the general public,'’ with the option of adding independent special districts.'® The term of
office for each member is generally four years, but if independent spemal districts are added to
the LAFCO, the first term of one of those members is only two years.'”” The body who
originally appointed any member whose term has expired appoints his or her successor for a
ful} term of four years, and an)zf member may be removed at any time and without cause by the
body appointing that member.”” The expiration date of all terms of office is the first Monday in
May in the year the term expires; vacancies in the membership are required to: be filled for the
unexpired term by appointment by the body originaily appointing the member.*! Provision is
also made for appointing alternate members in each category, who are allowed to serve and
vote in place of their member who is absent or disqualiﬁes himself or herself from participating
in & meetin ing of the LAFCO, and to fill vacancies m unexpu'ed terms until a new member is
appointed.

LAFCO members and alternates are reimbursed for the actual amolmt of thelr reasonable and
necessary expenses incurred in attending meetings and in performing the duties of their office
and the LAFCO may authorize per diem payments to members or alternates for each day of
attendance of LAFCO meetings.”

Any county having or choosing to have independent special district 1epresentat10n on the -
- LAFCO is required to establish an independent special district selection committee to choose
such members, which must con51st of the premdmg officer of the leg1slat1ve ‘body of each

' Ibid.” | | o |
" Former Government Code section 54780, repealed and renumbered to chernrnent Code
section 56325, (Stats. 1985, ch. 541.)
18 Government Code section 56332, SUdeVISan (a) as enacted by Statutes 1985, chapter 541.
¥ Government C_ode section 56334,
 1bid
2! Ibid. =
2 Government Code sections 56325, 56331, 56331.3, 56332 and 56335...

B Ibid.




independent special district.”* Meetings of the independent special district selection committee
are requ1red only when a vacancy of an independent special district member on the LAFCO

_occurs,” or when requested by one or more members of the selection conmuttee representing
10 percent or more of the assessed value of taxable property within the county.”® Where such
meetings are not feasible, the executive officer of the committee may conduct the business of
the comumittee in writing. >’

LAFCOS are authorized to chafge fees for the cost of specified proceedings undertaken by the
LAFCO,? and fundmg and facilities for LAFCOs have lustoncally been provided by the
county served.?

In recognition of the fact that nearly 35 years had passed since a thorough investigation of the
policies’, practices, and statutes affecting the organization and boundaries of California’s local
agencies had been conducted, in 1997 the Legislature created the Commission on Local
Governance for the 21% Century.*® The 21* Century Commission, as it came to be known, was
charged with reviewing current statutes regardmg policies, criteria, procedures and precedents
for city, county and special district boundary changes, to sohmt the views and advice ‘of the
public, to propose criteria to increase citizen and community participation in city, county, and
special district governments consistent with federal law, and to recommend any appropriate
statutory changes.’!

On January 20, 2000, after extensive hearings and deliberation, the 21° Century Commission
released its final report, entitled Growth Within Bounds. The report made the following
recommendations:

1. LAFCO policies and procedures should be streamlined.

2. LAFCOs should be neuti‘él, independent, and provide balanced representation for
counties, cities and special districts, with funding provided from each of those
categories.

3. LAFCO powers should be strengthened to prevent sprawl and ensure the ordmly
extension of government serwces

# Government Code section 56332, subdivision (a), as enacted by Statutes 1985, chapter 541.

% Government Code section 56332, subdivision (c)(1), as enacted by Statutes 1985,
chapter 541, subsequently renumbered to subdivision (b)(l)

% Government Code section 56332, subdivision (c)(2), as enacted by Statutes 1985,
chapter 541, subsequently renumbered to subdivision (b)(2).

%' Government Code section 56332, subdivision (d), as enacted by Statutes 1985, chapter 541,
subsequently renumbered to subdivision (c).

** Government Code section 56383. |

¥ Government Code section 56381, as enacted by Statufes 1985, chdpter 541. V

3 AB 1484 (Hertzberg), Statutes 1997, chapter 943,

3! Government Code section 56302, subdivision (c), as enacted by Statutes 1997, chapter 943,




4. Policies to protect agncultural and open space lands and other resources should be

strengthened. ‘ : .

5. The state-local fiscal relationship should be comprehensively revised.

6. The state should develop incentives to encourage compatibility and coordination of
plans and actions of all local agencies, including school districts, within each region as

a way to encourage an mtegrated approach to publlc service delivery and i lmprove,
overall g governance. :

7. Communication, coordmatlon and procedures of LAFCOS and local governments
should be enhanced to promote government efficiency.

. 8. Opportunities for public involvement, active participation, and information regardmg
government decision-making should be increased.

The Legislature responded by enacting many of the 21% Century Commission’s
recommendations into the Cortese-Knox-Hertzberg Local Government Reorganization Act of
200032 The act expands the purposes of the LAFCO to include preserving open space and
agncultural lands, efficiently providing government services, and, when formation of a new
government eritity is proposed, making a determination as to whether existing agencies can
feasibly provide the needed services in a more efficient and accountable manner.>? :

This Test Claim is Limited to the F ollowing Statﬁtes and Allesed Executive Orders
Sacramento County LAFCO Representation (Stats, 1991, Ch. 439):

s Section 56326.5 was added to the Government Code in 1991 to provide that, for the
Sacramento County LAFCO only, in addition to the basic representation of five members,
— i.e., two county members, two members representing cities in the county, and one
general public member*® — one of the city members must be from the City of Sacramento
and two members representing independent special districts in the County must sit on the
LAFCO. The record for this legislation indicates that Sacramento County LAFCO, prior to
the enactment of section 56326.5, chose to include special district representation as
authorized by Government Code section 56332.%> The independent special district selection -
committee selects the two independent special district members.

Cortese-Khox-Hertzberg Local Government Reorganization Act'; Stats 2000, Ch. 761):

¢ The leglslatwe findings and declaratlons for the Act were arnended to include:
1) discouraging urban sprawl; 2) preservmg ojpen space and pnme agncultural lands and
3) efficiently extendmg government services.

32 AB 2838, Statutes 2000; chapter 761.
3 Government Code section 56301.
# Government Code section 56325, as enacted by Statutes 1985, chapter 541.

35 Qenate Rules Committee, Ofﬁce of Senate Floor Analyses, Third Reading Analyms for
AB 748, June 18, 1991, page 1.

3 Government Code section 56001.




e Changes were made in funding for LAFCOs; instead of the existing requirement of being
entirely funded by the county, LAFCOs with representation by cities and special districts
are now funded by a one-third share each from the county, cities and special districts. *7 The
independent special districts’ share was apportioned according to each district’s revenues
for general purpose transactions, as reported in the most recent edition of the “Financial
Transactions Concerning Special Districts™ pubhshe.d by the State Controller, or by an
alternative method approved by a majority of the independent special districts representing
a majority of their combined populations.*® '

» The provisions regarding the sphere of influence for each local government agency were
changed as follows: -

o The LAFCO shall review and update the sphere of influence not less than once
every five years;.3I9

o For any sphere of influence or sphere of influence that includes a special district,
the LAFCO shall: :

* require existing districts to file written statements spec:lfylng functlons or
classes of service provided; .
. = establish the nature, location, and extent of any functions or classes of
. service provided by existing districts; and
* determine that, except as otherwise authorized by regulations, no new or
different function or class of service shall be provided by any existing
district unless approved by the LAFCQ.** (Emphas:s added.)

o A review and updateio the sphere of influence requires LAFCOs to conduct a
municipal service review.*'" In conducting a municipal service review, a LAFCO
shall prepare a written stateméent of i its determinations with respect to each of the

- following nine topics: :

infrastructure needs or deficiencies;

growth and population projections for the affected area;

financing constraints and opportunities;

cost avoidance opportunities; -

opportunities for rate restructuring;

opportunities for shared facilities;

government structure options, mcludmg advantages and dlaadvantages of
consolidation or reorganization of service providers;

8. evaluation of management efficiencies; and

AR SRl ol S

¥ Government Code section 56381, subdivision (a).
* Government Code section 56381, subdivision (b)(1).
* Government Code section 56425, subdivision ().

* Government Code section 56425, subdivision (h), as énacted in Statutes 2000, chapter 761,
subsequently renumbered to Government Code section 56425, subdivision (i).

“! Government Code section 56430, subdivision (a).




9. local accountability and governance. * . . .

o Not later than July 1, 2001, the Governor’s Office of Planning and Research (OPR),
in consultation with LAFCOs, the California Association of Local Agency
Formation Comimissions, and other local governments, was required to prepare '
guidelines for municipal service reviews to be conducted by LAFCOs.*

LAFCQO Revenues from Independent Special Districts (Stats. 2002, Ch. 493);

This statute revised the method for calculating independent special district revenues to be
paid to LAFCOQs, basing the calculation on nonenterprise revenues and enterprise revenues
rather than general purpose transactions.** It also capped the share of any one independent
special district to 50% of the total independent special districts’ share of operating costs.*’
Additionally, revenue relief was provided for health care districts with negative net revenue
and for those operating under public entity bank_ruptcy,%

Municipal Service Review Guidelines and Municipal Service Review Appendices [ssued by
the Governor's Office of Planning and Research (Final Drafts Issued 10/03/02);

OPR developed the Guidelines and Appendices as directed by the test claim statutes,’
which require OPR to prepare guidelines rather than regulations. Hence the documents
should be considered advisory rather than regulatory.

The Guidelines and Appendices describe the statutory framework and requirements of the
municipal service review, and provide guidance on:

1. how the LAFCO, service provider agencies and the public can prepare to most
effectively engage in the process;

2. integrating municipal service reviews with other LAFCO actiohs, application of
the California Environmental Quality Act (CEQA) and federal and state anti-
discrimination statutes, and development of the nine statutorily-required
determinations;*® and

3. how to draft the final individual municipal service review report and how to
ensure adequate public participation opportunities, including statutory meeting
requirements.

2 Ibid.

 Government Code section 56430, subdivision (d).

4‘.‘ Government Code section 56381, subdivision (b)(l)(C).-
* Government Code section 56381, subdivision (b)(1)(F).
% Government Code section 56381, subdivision (b)(1)(D).

41 Government Code section 56430, subdivision (d).

% Government Code section 56430.

4 Municipal Service Review Guidelines, Executive Summary, page 2.
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Claimant's Position

The claimant states that the test claim statutes and executive orders impose a reimbursable
state-mandated program within the meaning of article XIII B, section 6 of the California
Constitution and Government Code section' 17514,

Claimant asserts that the following activities and costs are reimbursable:

1. Time and expense of representing Sacramentc Metropolitan Fire District on the
Sacramento County LAFCO, if chosen by the independent ﬁ)ecial district selection
committee, pursuant to Government Code section 56326.3.

2. Time and expense of representing Sacramento Metropelitan Fire District on the
independent special district selection committee. These activities were mentioned in the
narrative section of the test claim, but Government Code section 56332 which governs
the independent special district selection committee was not specifically pled by
claimant. '

3. Costs to fund Sacramento Metropolitan Fire District’s share of the operating budget for
the Sacramento County LAFCO, pursuant to Government Code sections 56326.5,
56381 and 56381.6, and/or as suggested by the LAFCO Municipal Service Guidelines
Appendices, pages 26-27.

4. Time and expense of providing information to the LAFCO when the LAFCO
determines a sphere of influence, pursuant to Government Code section 56425,
subdivision (g).*!

5. Pursuant to page 12 of the LAFCO Municipal Service Review Guidelines, time and
expense of providing the following information, depending on the type of service:1
provided, to the LAFCO when the LAFCO conducts a municipal service review:*

> Test claim, page 3; comments by Sacramento Metropolitan Fire District, submitted
August 9, 2007, page 2.

3! 8o claimed; however, subdivision (g) did not require these activities but subdivision (h) had
similar language: “For any sphere of influence or a sphere of influence that includes a special
district, the [LAFCO] shall do all of the following: (1) Require existing districts to file written
statemerits with the [LAFCO] specifying the functions or classes of service provided by those
* districts. (2) Establish the nature, location, and-extent of any functions or classes of service
provided by existing districts. (3) Determine that, except as otherwise authorized by the
regulations, no new or different function or class of service shall be provided by any existing
district, except upon approval by the [LAFCO].” .(Emphasis added.)

52 Rather than stating that districts must provide the information, page 12 of the Municipal
Service Review Guidelines actually states: “Below is'a list of the types of information a
service provider [i.e., independent special district] may wish to gather to expedite the
‘municipal service review process. It is not necessary to cellect all types of data listed below.
Select only those items that are relevant to the type of services under review.” Furthermore, on
page 13 the Guidelines state: “Don’t Reinvent the Wheel Service providers [i.e., independent
special districts] may regularly submit reports to a regulatory or financing agency which
contain the information LAFCO needs to complete the municipal service review. Use the
information in these reports to respond to information requests by LAFCO. ... Early

Lh!




» alist of relevant statutory and regulatory obligations;

s acopy of the most recent master services plan;

» ametes and bounds legal description of the agency’s boundary;

e service area maps (to the extent already prepared) including:

‘ o a service boundary map;
o amap indicating parcel boundaries (GIS maps may be available from the
land use jurisdiction); ' :

'© .avicinity or regional map with provider’s boundary, major landmarks,
freeways or highways, and adjacent or overlapping service provider
boundaries (note: more than one map may need to be prepared to show all
data); and '

o maps indicating existing land uses within city or district boundaries and on
adjacent properties. _

» applicable excerpts from regional transportation, water, air quality, fair share
housing allocation, airport land use, open space or agricultural plans or policies, or
other environmental policies or programs; - '

e copies of regulatory and operating permits;

« number of acres or square miles included within the service area;

o type of sphere or sphere boundaries;

s assessed valuation;

» estimate of population within district boundaries;

- e as appropriate, the number of people, households, parcels or units currently
receiving service, or the number of service connections; '

« projected growth in service demand or planned new service demand/capacity;

e special communities of interest or neighborhoods affected by service;

= capital improvement plans;

s current service capacity;

"o call volume;
* response time; and
¢ annual operating budget.

6. Pursuant to page 17 of the LAFCO Municipal Service Review Guidelines, time and
expense for the LAFCO to prepare a workplan when a LAFCO conducts a municipal
service review, which includes the following elements: ' :

list of services to be reviewed;
service praviders that will be affected/involved;

~ study area boundaries for the municipal service review;

data collection process;
public participation process; and
e public hearing process.

7. Pursuant to Chapter 7, commencing on Iﬁage 24, of the LAFCO Municigal Service
Review Guidelines, time and expense for the LAFCO to prepare an Environmental-

consultation with LAFCO and meaningful input by the service provider can reduce the time
and cost to both parties.” :
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Impact Report when the municipal services review is considered a “project” which must
o comply with the California Environmental Quality Act (“CEQA”), and if future land
use determinations are to be based on the municipal service review.

8. Pursuant to Government Code section 56430 and pages 29 through 36 of the LAFCO
Municipal Service Review Guidelines, time and expense for the LAFCO when
conducting a municipal service review to prepare a written statement of its
determinations with respect to each of the following nine issues:

e infrastructure needs or deficiencies;

e growth and population projections for the affected area;

* financing constraints and opportunities;

» cost avoidance opportunities;

» opportunities for rate restructuring;

» opportunities for shared facilities; _

s government structure options, including advantages and disadvantages of
consolidation or reorganization of service providers;

+ evaluation of management efficiencies; and

« local accountability and governance.

9. Pursuant to page 35 of the Municipal Service Review Guidelines, time and expense of
the LAFCO, when conducting a municipal service review and evaluating an agency’s or
district’s management efficiencies, to obtain information from the agency or district

- with respect to the following factors or issues: 3
» evaluation of the agency’s capacity to assist with and/or assume services provided
0 - by other agencies;

» evaluation of ageney’s spending cn mandatory programs;

» comparison of agency’s mission statement and published customer service goals and
objectives;

e availability of master service plan(s);

* contingency plans for accommodating existing and planned growth;

» publicized activities; :

e implementation of continuous improvement plans and strategies for budgeting,
managing costs, training and utilizing personnel, and customer service and
involvement;

» personnel policies;

» availability of resources (fiscal, manpower, cqmpment adopted service or work
plans) to provide adequate service;

+ available technology to conduct an efficient business;

* collection and maintenance of pertinent data necessary to cornply with state laws
and provide adequate services;

¢ opportunities for joint powers agreements, Joint Powers Authorities, and/or regional
planning opportunities;

53 Leading into the list of factors or issues, the Guidelines actually state: “In evaluating an

. agency 5 management efficiencies, LAFCO may wish to address the following factors in its
review: ...”
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¢ cvaluation of agency’s system of performance measures; o

» capital improvement projects as they pertain to Govermnent Code sections 65401 .
and 65103, subdivision (c);

* accounting practices;

» maintenance of contingency reserves; :

» written policies regardmg the accumulation and use of reserves and i Investment

~ practices;

« impact of agency’s policies and practices on env1r01m1ental objectives and
affordable housing;

» environment and safety compliance; and

e cumrent litigation and/or grand jury inquiry involving the service under LAFCO
review.

10. Pursuant to Government Code section 56820.5>* and the LAFCO Municipal Service
Review Guidelines Appendices, time and expense of the Sacramento Metropolitan Fire
District to provide information regarding the municipal service review required under
regulations adopted by the LAFCO. This provision was mentioned in the narraiwe but
was not specifically pled by claimant. :

11. Costs paid to the LAFCO for reviewing the D1str1ct s component of a municipal service
review. :

Clam1ant estimates the following costs to implement the program: 1) $20,000 - $30,000 for

claimant’s portion of the annual LAFCO budget for the period January 1, 2001 through

December 31, 2001; 2) $50,000 - $80,000 for claimant’s portion of the annual LAFCO budget ‘
for the period of January 1, 2002 and beyond; 3) in excess of $20,000 to provide to the LAFCO

the information required for a municipal service review; and 4) $5,000 to the LAFCO for its

review of claimant’s component of the municipal service review.

Claimant filed additional comments in response to the Department of Finance’s comments and
the draft staff analysis, which are addressed, as necessary, in the analysis.
Position of Department of Finance

The Department of Finance states that the test claim statutes may have resulted 1n costs
mandated by the state, but points out the following: :

¢ A special district may lawfully decline to sit as a member of its LAFCO..

»  Although LAFCO in'dependenf special district selection committee membership is
required by law, special districts are not required-to participate in the committee’s
activities; many are members-in name only.: : K

¢« LAFCOs have existing statutory fee authonty that may be used to cover the1r operatmg

costs. To the extent that LAFCOs elect to make use of this authonty LAFCO members
would be reheved of the need to contribute toward the LAF CO’s annual budget

3 Government Code section 56820.5, remunbered from Government Code section 56451 in
Statutes 2000, chapter 761. . .
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o LAFCOs have had statutory authority to require information of local agencies since
1865.

» OPR’s Municipal Service Review Guidelines and Appendices do not carry the force of
law.

The Department filed additional comments concurring with the draft staff analysts.
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COMMISSION FINDINGS -

The courts have found that article XIII B, section 6 of the California Constitution®® recopnizes
the state constitutional restrictions on the powers of local government to tax and spend.”® “Its
purpose 1§ to preclude the state from shifting financial responsibility for carrying out
governmental functions to local agencies, which are ‘ill equipped’ to assume increased

financial resp0n51b111tles because of the taxing and spending limitations that articles XIII A and
XIII B impose.™”’

A test claim statute or executive order may impose a reimbursable state-mandated program if it
orders or commands a local agency or school district to engage in an activity or task.>® In
addition, the required activity or task must be new, constituting a “new program,” or it must
create a “higher level of service” over the previously required level of service.”

The courts have defined a “program” subject to article XIII B, section 6, of the California
Constitution, as one that carries out the governmental function of providing public services, or
a law that imposes unique requirements on local agencies or school districts to in 01:»1&31'1'1&:11t a
state policy, but does not apply generally to all residents and entities in the state.

determine if the program is new or imposes a higher level of service, the test claim
requirements must be compared w11h the legal requirements in effcct immediately befm € the
enactment of the test claim statutes.*’ A “higher level of service” occurs when there is ©
increase in the actual level or guality of governmental services provided. »62

>3 Article XIII B, section 6, subdivision (a), (as amended by Proposition 1A in November
2004) provides: “Whenever the Legislature or any state agency mandates a new program or
higher level of service on any local government, the State shall provide a subvention of funds
to reimburse that local government for the costs of the program or increased level of service,
except that the Legislature may, but need not, provide a subvention of funds for the following
mandates: (1) Legislative mandates requested by the local agency affected. (2) Legislation
defining a new crime or changing an existing definition of a crime. (3) Legislative mandates
enacted prior to January 1, 1975, or executive orders or regulations 1n1txally implementing
legislation enacted prior to January 1, 1975.”

*6 Department of Finance v. Commission on State Mandates (Kern High School Dist.) (2003)
30 Cal.4th 727, 735.

37 County of San Diego v. State ofC'alt_;‘"o: nia (Coun.!y ofSan Diego) (1997) 15 Cal.4th 68, 81.
" Long Beach Unified School Dist, v. State of California (1990) 225 Cal.App.3d 155, 174.

% San Diego Unified School Dist. v. Commission on Siate Mandates (2004) 33 Cal.4th 859,
878 (San Diego Unified School Dist.); Lucia Mar Umf ed School sttrzct ¥, Homg (1988)
44 Cal.3d 830, 835-836 (Lucia Mar). - o

80 San Diego Unified School Dist., supra, 33 Cal.4th 859, 874, (r eafﬁrmmg the test set out in
County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 56 (County of Los Angeles);
Lucia Mar, supra, 44 Cal.3d 830, 835).

8 San Diego Unified School Dist., supra, 33 Cal.4th 859, 878; Lucia Mar, supra, 44 Cal.3d
830, 835.

62 San Diego Unified School Dist., supre, 33 Cal.4th 859, 877.
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Finally, the newly required activity or increased level of service must impose costs mandated
by the state. 6

The Commission is vested with exclusive authority to adjudicate dlsputes over the existence of
state-mandated programs within the meaning of article XIII B, section 6. In making its
decisions, the Commission must strictly construe article XIII B, section 6 and not apply it as an
“equitable remedy to cure the perceived unfairness resulting from political decisions on
funding priorities. 63

The analysis addresses the following issues:

*  Which independent special districts are eligible claimants under article XIII B,
section 6 of the California Constitution?

e Do the test claim statutes or alleged executive orders mandate a “new program or
higher level of service” within the meaning of article XIII B, section 6 of the California
Constitution?

» Do Government Code sections 56326.5, subdivision (d), and 56425, subdivision (h)(1},
impose “costs mandated by the state” within the meaning of article X!III B, section 6 of
the California Constitution and Government Code section 175147

Issue 1: Which independent special districts are eligible claimants under
article XIII B, section 6 of the California Constitution?

Not all independent special districts are subject to article XIJI B, section 6. Article XIII B,
section 6 was adopted in recognition of the state constitutional restrictions on the powers of

- local government to tax and spend, and requires a subventjon of funds to reimburse local
agencies when the state imposes a new program or higher level of service upon those agencies.
The Third District Court of Appeal in County of Placer v. Carin (1980) 113 Cal.App.3d 443
explained the reasoning behind Article XIII B as follows:

Article XIII B was adopted less than 18 months after the addition of
article XIII A to the state Constitution, and was billed as “the next logical
step to Proposition 13” [article XIII A]. While article XIII A was
generally aimed at controlling ad valorem property taxes and the
imposition of new “special taxes” {citations], the thrust of article XIII B is
toward placing certain limitations on the growth of appropriations at both
the state and local government level ... % :

8 County of Fresno v, State of California (1991) 53 Cal.3d 482, 487; County of Sonoma v,
Commission on State Mandgtes (2000) 84 Cal. App.4th 1265, 1284 (County of Sonoma),
Government Code sections 17514 and 17556.

* Kinlaw v. State of California (1991) 54 Cal.3d 326, 331-334; Government Code sections
17551, 17552.

5 County of Sonoma, supra, 84 Cal.App.4th 1264, 1280, citing City of San Jose v. State of
California (1996) 45 Cal.App.4th 1802, 1817 (City of San Jose).

% County of Placer, supra, 113 Cal.App.3d 443, 446,
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The court further described this concept:

{Alrticle XIII B does not limit the ability to expend government funds
collected from all sources. Rather, the appropriations limit is based on
“appropriations subject to limitation,” which consists primarily of the
authorization to expend during a fiscal year the “proceeds of taxes.”
(§ 8, subd. {a).) Asto local governments, limits are placed only on the
authorization to expend the proceeds of taxes levied by that entity, in
addition to the proceeds of state subventions (§ 8, subd. (c)); no limitation
is placed on the expenditure of those revenues that do not constitute
“proceeds of taxes.”%’

Thus, since taxing and spending limitations are placed only on the proceeds of taxes, “[n]o
state duty of subvention is triggered where the local agency is not required [by the test claim
statutes] to expend the proceeds of taxes. »68 Section 9 of Article XIII B sets forth specific
circumstances wherein the costs in question are not “appropriations subject to limitation,” and
therefore subvention is not required. One such exclusion to the limitation is found in
subdivision (c), which applies to special districts: :

Appropriations of any special district which existed on January 1, 1978,
and which did not as of the 1977-78 fiscal year levy an ad valorem tax on
property in excess of 12 ¥z cents per $100 of assessed value; or the
appropriations of any special district then existing or thereafter created by
a vote of the people, which is totally funded by other than the proceeds of
taxes.

The claimant, Sacramento Metropolitan Fire District, is a special district that was formed by
reorganization of the Sacramento County Fire District and the American River Fire District on
December 1, 2000.5° Therefore, the district did not exist on January 1, 1978 and its
appropriations do not meet the first criteria that excludes their appropnauons from the
spending limit of article XIII B.

The claimant’s revenues consist of, among other things, property taxes, fines, and fees for
services.”® Thus, the claimant is not a district “which is totally funded by other than the
proceeds of taxes” and its appropriations do not meet the second criteria. Consequently, the
article XIII B, section 9, subdivision (c), exclusion to the appropriations limit is not applicable
to the appropriations of Sacramento Metropolitan Fire District. The District is therefore an
eligible claimant within the meaning of article XIIT B, section 6.

For any other independent special district in California to be an eligible claimant under this test
claim, that district must be subject to the tax and spend limitations of article XIII A and

57 1d at 447.

8 RedevelopmentAgency of the City of San Marcos v. Commzssmn on State Mandates (1997)
55 Cal. App.4" 976, 987.

% Department History, http://www.smfd.ca.gov/,
" gacramento Metropolitan Fire District, Final Budget for Fiscal Year 2007, page A-29. .
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article XIII B, and not subject to the appropriations limit exclusions in article XIII B, section 9,
subdivision {¢). ‘

Issue 2: Do the test claim statutes or alleged executive orders mandate a “new
program or higher level of service” within the meaning of article XIII B,
section 6 of the California Constitution?

Courts have recognized the purpose of article XIII B, section 6 is “to preclude the state from

shifting financial responsibility for carrying out governmental functions to local agencies,

which are ‘ill-equipped’ to assume increased financial respons1b1ht1es because of the taxing

and spending limitations that articles XIII A and XIII B impose.” ! The cases have held that a
test claim statute may impose a reimbursable state-mandated program in two ways.

First is where the test claim statute orders or commands a loca! agency or school district to
engage in an activity or task,”” and the required activity or task is new, constituting a “new

program,” or creates a “higher level of service” over the previously required level of service. 3

Second, in light of the intent of article XIII B, section 6, a reimbursable state-mandated
program has been found to exist in some instances when the state shifts fiscal responsibility for
a mandated program to local agencies but no actual activities have been imposed by the test
claim statute or executive order.”* Additionally, as of November 3, 2004, article XIII B,
section 6, subdivision (¢), of the California Constitution defines a “mandated new program or
higher level of service” as including “‘a transfer by the Legislature from the State to cities,
counties, cities and counties, or special districts of.complete or partial financial responsibility
for a required proglarn for which the State previously had complete or partial financial
responsibility.”’

Thus, a mandated “new program or higher level of service” may be found under either
circumstance cited above, that is, where the test claim statutes mandate activities that are new
in comparison to the preexisting scheme that result in providing a service to the public, or
where the state shifts from itself to local agencies the cost for a requiréd program but no
activities are impaosed.

Claimant is seeking reimbursement for the following;

1. time and expense of representing Sacramento Metropolitan Fire District on the
Sacramento LAFCO, if that district is chosen by the independent special district
selection commiittee; _

2. time and expense of representing Sacramento Metropolitan Fire District on the
independent special district selection committee;

n coumy of San Diego, supra, 15 Cal. 4" 68, 81 (citing Lucia Mar, supra, 44 Cal.3d 830).
" Long Beach, supra, 225 Cal.App.3d 155, 174,

P San Diego Unified School D:sr supra, 33 Cal.4th 859, 878; Lucia Mar, supra, 44 Cal.3d
830, 835-836.

™ Lucia Mar, supra, 44 Cal.3d 830, 836.
7 Enacted by the voters as Proposition 1A, November 2, 2004.




- Legislative Fi mdm,qs and Declarations (Gov, Code, § 56001)

_ to the Cortese-Knox-Hertzberg Local Government Recrganization Act of 2000. This section is

3. costs for the Sacramento Metropolitan Fire District to fund its share of the operating .
budget for the Sacramento LAFCO; ‘

4. time and expense of providing information to the LAFCO when the LAFCO
determines a sphere of influence;

5. time and expense of providing information to the LAFCO when the LAFCO
conducts a municipal service review;

6. time and expense for the LAFCO to prepare a workplan when the LAF CO conducts
a municipal service review,

7. when the municipal service review is considered a “project” under the California
Environmental Quality Act, time and expense for the LAFCO to prepare an
Environmental Impact Report;

8. when the LAFCO conducts a mummpal service review, the LAFCO shall prepare a
written statement with regard to nine specified issues;

9. when the LAFCO conducts a municipal service review and the LAFCO is
evaluating an agency’s or district’s management efficiencies, time and expense for
the LAFCO to obtain specified information from the agency or district;

10. time and expense of providing infermation required under regulations adopted by
the LAFCO and by the Municipal Service Review Guidelines Appendices; and

11. costs paid to the LAFCO for reviewing the District’ s component of a municipal
service review.

In the analysis below, the alternative tests for a “new program or higher level of service” are
applied as appropriate to the test claim statutes and to the items identified by claimant.
However, any activities of the LAFCO itself are not addressed since LAFCOs are not
represented in this claim, instead, the claimant is an independent special district and represents
only mdependent special districts in the claim.

Government Code section 56001 sets forth the legislative findings and declarations with regard

helpful in understanding the purposes for LAFCOs and the scope of LAFCO operations, but
does not mandate any activities on local agencies in California. Therefore, Government Code
section 56001 does not mandate a “new program or higher level of service” on independent
special districts. '

Representation on LAFCO and Independent Special District Selection Commzttee in
Sacramento County (Gov. Code, § 56326.5, subd_(d)) :

The Government Code sets forth provisions for the composmon and selection of members of
LAFCOs. There are general provisions for most counties, '° and some counties have specific

" Government Code section 56325,

20




statutory provisions for the composition of their LAFCOs.”” The test claim statute pled by the
claimant, section 56326.5, enacted in 1991, specifies the composition of the Sacramento
County LAFCO. The analysis is limited to subdivision (d) of that secticn, since it is the only
subdivision dealing with independent special districts.

For this test claun statute, the question is whether subchwsmn (d) mandates new activities that
constitute a “new program or higher level of service” over an existing program. For the
reasons stated below, the Commission finds that representation by two independent special
districts on the Sacramente County LAFCO, selected by the Independent special district
selection committee pursuant to section 56332, mandates a “new program or higher level of
service” on those independent special districts that serve on the LAFCO.

The Commission further finds that since the section of the Government Code which sets forth
the requirements for the committee that selects the independent special districts for the LAFCO
— Government Code section 56332 — was not pled in the test claim, the Commlssmn does not
have jurisdiction to make any findings with regard to that provisien. 78

Prior to the test claim statute, Sacramento County was governed by Government Code

section 56325 which provided that the LAFCO shall consist of five or seven members, seven if
there was special district representation. The addition of special districts to LAFCOs pursuant
to that section was voluntary on the part of the LAFCO.”

Because of the test claim statute enacted in 1991, Sacramento County is now one of the
counties with a statutory provision setting forth a more specific composition of members on its
LAFCO. Government Code section 56326.5, as added by the test claim statute in 1991, states:

In Sacramento County, the [LAFCO] shall consist of seven members,
selected as follows:

(a) Two representing the county, appointed by the board of supervisors from
their own membership. ...

(b) One representing the City of Sacramento who is a member of the city
council, appointed by the mayor and confirmed by the city council. .

(c) One representing the cities in the county, who is a city officer appomted
by the city selection committee, .

(d) Two representing special dzsmcrs selected by an mdependenr special
district selection committee pursuant to Section 5 6332

7 Counties with LAF CO membership and selection criteria set forth in special provisions of
the Government Code: Kem County (section 56328.5), Los Angeles County (section 56326),
Sacramento County (56326.5), Santa Clara County (sections 56327 and 56327.3), and

San Diego County (section 56328).

" Nor did claimant plead any costs associated with section 56332.
7® Government Code section 5633 2, as enacted by Statutes 1985, chapter 541.

* This subdivision was amiended by Statutes 2000, chapter 761, pled in the test claim, to state:
“(d) Two presiding officers or members of legislative bodies of independent special districts
selected by an independent special district selection committee pursuant to Section 56332.”
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(e) One representing the general public, appointed by the other six members
of the [LAFCQ]. ... (Emphasis added.)

The plain language of subdivisicn (d) reguires two members representing independent special
districts in Sacramento County, selected by the independent special district selection committee
pursuant to Government Code section 56332, to sit on the Sacramento County LAFCO, In
Sacramento County there are 66-independent special districts eligible to be represented on the
LAFCO.Y However, there is no other requirement specifying a particular independent special
district is required to sit on the Sacramento County LAFCO.

Claimant argues that choosing the district via the independent special district selection
committee is merely a mechanism by which the members are selected.®* “[Alnd, use of this
mechanism does not change the mandatory language of the statute that ensures that two special
districts must be members of the LAFCO."*

The Department of Finance states that, in the event a district is chosen by the selection
committee, “[a] district may lawfully decline to sit as a member of its LAFCO.™ 1 response,
claimant argues that “[e]ven if each district in turn makes the voluntary decision not to
participate, eventually some district will be forced to become a member,” which amounts to
legal compulsion.®®

The Commission finds that section 56326.5, subdivision (d), constitutes a state mandate. Since
the independent special district selection committee selects the members, there is discretion at
the local level as to which independent special districts will be selected to serve on the LAFCO.
And there are no statutory requirements stating that a chosen independent special district must
actually sit as a member of the LAFCO or participate in LAFCO proceedings. Nevertheless,
the Commission finds the plain language of the test claim statute legally compels two

_ independent special districts in Sacramente County to be represented on the LAFCO,
regardless of which two are selected.

The legislative history for Statutes 1991, chapter 439, indicates that the Sacramento County
LAFCO chose to add independent special district representatives®® prior to enactment of the
test claim statute.*’ However, Government Code section 17565 addresses this issue:

If a local agency or a school district, at its option, has been incurring costs
which are subsequently mandated by the state, the state shall reimburse the

! http:/Fwrww.saclafeo.org/.
%2 Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 2.
83 gy

Ibid

8 Letter from Connie Squires, Pfograrn Budget Manager, Dapar_tmeﬁt of Finance, submitted
July 18, 2003, page 2.

8 Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 2.

* % pursuant to Government Code section 56332, which_éstablishes the independent special
district selecfion committee and sets forth its operating procedures.

87 Senate Rules Committee, Office of Senate Floor Analyses, Third Reading Analysis for
AB 748, June 18, 1991, page 1.
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local agency or school district for those costs incurred after the operative
date of the mandate. '

Thus, the prior voluntary action of the Sacramento County LAFCO to include independent
special district representation on its LAFCO does not preclude a state-mandate finding for the
activity.

Moreover, the new requirement of having independent special district representation on the’
Sacramento LAFCQ provides an enhanced service to the public by improving the process for
ensuring orderly growth and development in Sacramento County, efficiently extending
governmental services and ensuring fair representation of special districts in those processes.
Therefore, this activity mandates a *new program or higher level of service” within the
meaning of article XIII B, section 6 of the California Constitution.

88

Therefore, the Commission finds that Government Code section 56326.5, subdivision (d),
requiring two representatives of independent special districts to be Sacramento County LAFCO
members, mandates a “new program or higher level of service” within the meaning of article
X1II B, section 6 of the California Constitution.

Independent Special Districts ' Costs to Fund LAFCOs (Gov. Code, §€ 56381 and 56381.6)

Government Code section 56381, subdivision (b)(1)(A), as added by Statutes 2000,

chapter 761, provides that in counties in which there is a city and independent special district
representation on the LAFCO, the county, cities, and mdependent special districts are required
to pay a one-third share of the LAFCO’s operational costs.® Section 56381.6 establishes how
those costs are apportioned among classes of public agencies for certain LAFCQs, including

the Sacramento County LAFCQ, but allows for an alternative cost apportionment by the
affected LAFCOs,

The Commission finds that LAFCOs with independent special district representation pursuant
to their discretionary authority in Government Code sections 56325, 56332, and 56332.5, have
made a discretionary decision to include special districts on the LAFCO. As a consequence,
the requirement for districts to pay a proportionate share of costs for funding the LAFCO
pursuant to sections 56381 and 56381.6 flows from that initial local discretionary decision and
does not impose a state-mandated new program or higher level of service.”®

The Conunission further finds that sections 56381 and 56381.6 require independent special
districts in counties that are required to have independent special districts on the LAFCO to
pay their proportionate share of costs for funding the LAFCO. These are the LAFCOs in Los
Angeles County (section 56326), San Diego County (section 56328) and Sacramento County
(56326.5).

The Comumission finds, however, that Government Code sections 56381 and 56381.6 do not
mandate a new program or higher level of service on these independent special districts. The

* Government Code sections 56001, 56301 and 56326.5.

¥ If the county has no cities, then the county and independent special districts each pay a one-
half share of the LAFCO’s budget. (Gov. Code, § 56381, subd. (b)(3).)

* Kern High School Dist., supra, 30 Cal.4" 727, 743 (citing City of Merced, supra, 153
Cal.App.3d 777).
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plain language of sections 56381 and 56381.6 does not require independent special districts to
engage in any activity or task. Moreover, as described below these statutes do not shift fiscal
responsibility from the state to independent special districts.

In the case of Lucia Mar, the Supreme Court recognized that a “new program or higher level of
service” within the meaning of article XIII B, section 6 could include a shift in costs from the
state to a local entity for a required program.”’ As of November 3, 2004, Article XIII B,
section 6, subdivision (c), also requires reimbursement when the Legislature transfers from the
state to local agencies “complete or partial financial responsibility for a required program for
“which the State previously had complete or partial financial responsibility.”

However, the cost shift here is not from the staie to the districts but from the county to the
districts. Since 1963, prior to adoption of article XIII B, section 6, counties have been
responsible for providing the entire budget for LAFCOs. 92 The Sixth District Court of Appeal
in City of San Jose v. State of Calzforma (1996) 45 Cal. App.4" 1802, specifically addressed the
issue of a cost shift among local agencies. In that case, the test claim statutes authorized
counties to charge cities and other local agencies the costs of booking into county jails persons
who had been arrested by employees of the cities or local age11cies.93 The court rejected the
City’s reliance on the holding of Lucia Mar, stating:

The flaw in City’s reliance on Lucia Mar is that in our case the shift in
funding is not from the State to the local entity but from county to city. In
Lucia Mar, prior to the enactment of the statute in question, the program
was funded and operated entirely by the state. Here, however, at the time
[the test claim statute] was enacted, and indeed long before that statute, the
financial.and administrative responsibility associated with the operation of
county jails and detention of prisoners was borne entirely by the county.™

The City of San Jose also unsuccessfully argued that, although counties have traditionally
borne those expenses, “they do so only in their role as agents of the State.” * However, the
court noted that characterizing the county as an agent of the state “is not supported b recent
case authority, nor does it square with definitions particular to subvention analysis.” S The
court found it relevant to point out that fiscal responsibility for the program in questlcrn had

% Lucia Mar, supra, 44 Cal.3d 830, 836.

% Former Government Code sections 54771 (Stats. 1963, ch. 1810) 54776 (Stats 1965
ch.587), and 54776.1 (Stats. 1969, ch. 1301). .. - - o

% City of San Jose, supra, 45 Cal. App.4™ 1802, 1806.
% Id at 1812,

% Id at 1814.

% Ibid. o ' .

24




fong rested with the county and not with the state.”” In the instant case, counties have similarly
had sole fiscal responsibility for LAFCOs since their im:eption.98

With regard to definitions peculiar to subvention analysis, the San Jose court stated:

... [I)n analyzing a question involving reimbursement under section 6, the
" definitions contained in California Constitution, article XIII B and in the
legislation enacted to implement it must be deemed controlling.
Article XIII B treats cities and counties alike as “local government.”
Under section 8, subdivision (d), this term means “any city, county, city
and county, school district, special district, authority or other political
subdivision of or within the state.” Furthermore, Government Code
section 17514 defines “costs mandated by the state” to mean any increased
costs that a “local agency”™ or school district is required to incur. “Local
agency” means “any city, county, special district, authority, or other
political subdivision of the state.” (Gov. Code § 17518.) Thus for
purposes of subvention analysis, it is clear that counties and cities were
intended to be treated alike as part of “local government”; both are
considered local agencies or political subdivisions of the State. Nothing in
article }EEI?II B prohibits the shifting of costs between local governmental
entities.

Since the definitions for “local government” in the Constitution and “local agency” in the
Government Code also include “special districts,” the same principles apply to special districts.
Therefore, a shift of funding from a county to a special district is likewise not subject to state
subvention.

Claimant argues that Cify of San Jose is inapplicable in this instance because there is an
increased level of service in the LAFCO which did not occur in the funding shift from the
county to the City of San Jose.'® Citing background language in the draft staff analysis
regarding historical development of LAFCOs, claimant concludes that “the scope and authority
of LAFCO has been expanding” and “the members of LAFCO have been providing an
increasing higher level of service” which has resulted in new costs.'”’ Then claimant argues:
“The fact that this higher level of service and associated costs have been spread amongst many
new claimants is not relevant. The legislation required a higher level of service and then
established the manner in which the costs from the services are to be paid.™'®

The Commission finds claimant’s argument inapposite for this test claim, since the assertion is
that actual activities were imposed on the LAFCO, yet the LAFCO is not a claimant here, Only

1d at 1815.

% Pormer Government Code sections 54771 (Stats. 1963, ch.1810), 54776 (Stats, 1965, "~~~ -
ch.587), and 54776.1 (Stats. 1969, ch. 1301).

* City of San Jose, supra, 45 Cal.App.4™ 1802, 1815.

"% Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 4.
" Ibid,
102 Ib’d
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independent special districts are-represented in this test claim. Thus, the Commission has no
jurisdiction to make any findings with regard to the assertion that a new program or higher
level of service was imposed on LAFCOs. Moreover, as previously noted, Government Code
sections 56381 and 56381.6 do not impose any actual activities on special districts. The cases
are clear that increasing costs of providing services cannot be equated with requiring an
increased level of service under a section 6 analysis,'® and no activities are 1rnposed on specml
districts in relation to their share of funding the LAFCO.,

Thus, the only alternative to finding a new program or higher level of service for affected
special districts is under the cost-shift analysis established in Lucia Mar and City of San Jose,
and article XIII B, section 6, subdivision (c). Under this alternative, the test for determining
whether a new program or higher level of service was imposed centers upon whether the state
or the local agency previously had primary responsibility for the pro grarn * Here, LAFCO
operations have been funded by the counties since 1963. Therefore, the primary holdmg of
City of San Jose is directly on point for this analysis: “Nothing in article XIII B prohibits the
shifting of tosts between local governmental entities. »105

Accordingly, any independent special district’s share of costs to fund the LAF CO pursuant to
Government Code sections 56381 and 56381.6 does not mandate a “new program or higher
leve] of service™ within the meaning of article XIII B, section 6.

Costs Paid to LAFCO for Reviewing District's Component of Municipal Service Review

There is no requirement in statute, nor is there any other evidence in the record, to support
claimant’s assertion that Sacramento County independent special districts are required by the
‘state 1o pay the LAFCO for reviewing the district’s component of the municipal service review.
Any such requirement would have been established by the LAFCO itself, not the state via the
test claim statutes, Therefore, the alleged costs do not result from a state-mandated “new
program or higher level of service” within the meaning of article XIII B, section 6.

Gather and Provide Information to the LAFCQ for Sphere of Influence Review and Municipal

Service Review (Gov. Code, §§ 56425 56426.5 and 56430: Municipal Service Review
Guza’elmes and Am'fendtces) 10 '

Claimant asserts that various activities are 1equ1red of mdependent special districts when the
LAFCO conducts a sphere of influence review or a municipal service review, as set forth in
Government Code sections 56425, 56426.5 and 56430, as well as the Municipal Service
Review Guidelines and Appendices, resulting in a reimbursable state-mandated program being
imposed on independent special districts. However, the Commission finds that, with one

19 San Diego Unified School Dist., supra, 33 Cal. 4" 859, 876-877 (citing C:!y ofchhmond v,
.. Commission on State Mandares (1998) 64 Cal.App. 4" 1190)." . _

9 City of San Jose, supra, 45 Cal.App.4™ 1802, 1813.
1% 1d. at 1815.

1% Claimant mentioned Government Code section 56820.5 in the narrative section of the test

" claim with regard to information the LAFCO requires of districts. However, claimant did not
specifically plead the section, and, therefore, the Commission makes no findings with regard to
it.
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exception addressed below, the claimed activities are nof imposed on independent special
districts, but rather on the LAFCO itself. Moreover, as discussed further below, the Municipal
Service Review Guidelines and Appendices, to the extent that they do address special districts,
do not meet the definition of “executive order” found in Government Code section 17516,
since they do not “order” special districts to do anything.

Government Code section 56425:

Government Code section -56425, subdivision (f), as enacted by the test claim statutes, states
the following:

(f Upon de.termination of a sphere of influence, the [LAFCO] shall adopt
that sphere, and shall review and update, as necessary, the adopted sphere
not less than once every five years.

Pre-existing law required LAFCOs to “develop and determine the sphere of influence of each
loca! governmental agency within the county”'%" and, upon determination of a sphere of
influence, the LAFCO was required to adopt the sphere and periodically review and update the
adopted sphere.'® Although this review must now occur every five years, it is the LAFCQ that
is required to review and update the sphere of influence. Thus, the plain language of this
provision does not mandate any activities on independent special districts.

Government Code section 56425, subdivision (h),'%

the following:

as enacted by the test claim statutes, states

(h) For any sphere of influence or a sphere of influence that includes a
special district, the [LAFCO)] shall do all of the following:

(1) Require existing districts to file written statements with the LAFCO
specifying the functions or classes of service provided by those districts.

(2) Establish the nature, location, and extent of any functions or classes of
service provided by existing districts.

(3) Determine that, except as otherwise authorized by the regulations, no
new or different function or class-of service shall be provided by any
existing district, except upon approval by the LAFCO. (Emphasis added.)

Based on the plaih language of this provision, only subdivision (h)(1) imposes a state-
mandated requirement for LAFCOs to require special districts to file written statements with
the LAFCO specifying the functions or classes of service provided by the districts. The plain

language of subdivisions (h)(2) and (h)(3) does not mandate any activities on independent
special districts.

* - The prior law authorized LAFCOs to adopt, amend or repeal regulations affecting the functions
‘and services of special districts, including the ability to enact regulations to require existing =~ = T

"7 Government Code section 56425, subdivision (a), as enacted by Statutes 1985, chapter 541.
"% Government Code section 56425, subdivision (b), as enacted by Statutes 1985, chapter 541.

"% Government Code section 56425, subdivision (h), as enacted by Statutes 2000, chapter 761,
subsequently renumbered to section 56425, subdivision (i), by Statutes 2005, chapter 347,
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districts to file written statements with the LAFCQ specifying the functions or classes of

service provided by those districts.''® Because of this prior law, the Department of Finance ‘
states that LAFCOs had pre-existing statutory authority to require information of local

agencies. The Commission agrees, but notes that having authority to require the information

be provided by existing districts is not the same as being reguired to require the information.

The pre-existing statutory authority gave LAFCOs discretion as to whether to enact regulations

to require the information. Here, as a result of enacting subdivision (h)(1), it is the state that

has made the decision to require the LAFCO to require existing districts to provide the

information.'" ' ’

Hence, the activity of an independent special district filing written statements to the LAFCQ,
which specify the functions or classes of service provided by the district, is state-mandated.
-The activity was authorized but not required by the pre-existing statutory scheme.

Furthermore, the activity provides an enhanced service to the public by improving the process
for ensuring orderly growth and development in California, efficiently extending governmental
services,''? and advantageously providing for the present and future needs of the county and its
communities.'’? Therefore, this activity mandates a “new program or higher level of service”
within the meaning of article XIII B, section 6 of the California Constitution.

In comments on the draft staff analysis, the claimant requested clarification as to whether the
requirement to provide information under Government Code section 56425,

subdivision (h)gl ), includes updates that are necessary for the reviews by the LAFCO under
subdivision (f).'"* As modified by the test claim statutes, ' subdivision (f) stated:

Upon determination of a sphéré of influence, the [LAFCO] shall adop‘t that
sphere, and shall, as necessary, review and update the adopted sphere not
less than once every five years. (Emphasis added.)

Since subdivision (f) required the LAFCO to adopt, and review and update spheres of
mfluence, the question is whether the spheres of influence identified in subdivision (h), i.e.,
“any sphere of influence” or “a sphere of influence that includes a special district,” include
updates to the identified spheres of influence.

In statutory construction cases, the fundamental task is to determine the Legislature’s intent so
"as to effectuate the purpose of the statute.' ' The first step is to examine the statutory

.‘ ' Government Code section 56451, subdivision (b), as enacted by Statutes 1985, chapter 541.

"' San Diego Unified School Dist., supra, 33 Cal.4™ at 880, found that a provision in the
Education Code constituted a state mandate, “in that it establishes conditions under which the
state, rather than local officials, has made the decision requiring a school district to incur the
costs ..." - -

"2 Government C-g)de ;eétions 5606"1 arld 56301.- |

"3 Government Code section 56425, subdivision (a).

"4 Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 5.
"% Statutes 2000, chapter 761.

6 Estate of Griswold (2001) 25 Cal.4™ 904, 910 (citing Day v. City of Fontana (2001) .
25 Cal.4" 268, 272.).
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language, “giving the words their usual and ordinary meaning,” and if the terms of the statute
are unambiguous, it is presumed the lawmakers meant what they said and the plain meaning of
the language governs.''” However, if there is ambiguity in the plain language the inquiry must
go further to extrinsic sources, including the objects to be achieved and the legislative
history.'"® In that case, courts must select the construction that “comports most closely with
the apparent intent of the Legislature, with a view to promoting rather than defeating the
genera) purpose of the statute, and avoid an interpretation that would lead to absurd

consequences.”’ 19

Here, “any” sphere of influence, given its ordinary meaning in this context would include “one

or another [sphere of influence] without restriction or exception,” *® Thus, “any sphere of
influence” would include updated spheres of influence, since updated spheres of influence are
a type of sphere of influence contemplated by the statute pursuant to subdivision (f).

Furthermore, “a sphere of influence that includes a special district” must also be updated
pursuant to subdivision (f), since nothing in the statute excludes such a sphere of influence
from the requirement for updating. Therefore, “a sphere of influence that includes a special
district” likewise includes updated spheres of influence, :

The time frame for the above requirements is limited, however, because section 56425 was
changed the following year. Statutes 2001, chapter 667,'*' narrowed the spheres of influence
affected by the requirements of subdivision (h). The 2001 statute replaced “any sphere of
influence or a sphere of influence that includes a special district” with “a sphere of influence
for a special district.” Thus, beginning January 1, 2002, the subdivision (h)(1) requirement —
that LAFCOs require special districts to file written statements with the LAFCO specifying the
functions or classes of service provided by the districts — is only applicable when LAFCOs
adopt or update a sphere of influence for a special district, and not any other sphere of
influence. : :

Therefore, for the six-month period of July 1, 2001, through December 31, 2001, Government
Code section 56425, subdivision (h)(1), mandates a new program or higher level of service for
independent special districts to file written statements with the LAFCO specifying the
functions or classes of service provided by the districts for any sphere of influence or sphere of

- influence that included a special district, including any update to a sphere of influence or any

update to a sphere of influence that included a special district. On and after January 1, 2002,

subdivision (h)(1) mandates a new program or higher level of service for independent special
districts to file written statements to the LAFCO specifying the functions or classes of service
provided by the districts, but'only when LAFCOs adopt or update a sphere of influence for a

special district. _ ‘

"7 id at 911

U8 g

"9 Ibid |

20 Webster’s Il New College Dictionary (1999) page 51, column 2.

2! This statute was not pled by claimant.
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Govemment Code section 56426.5;

Although the claimant pled Government Code section 56426.5, the statutes that added and .
amended it were not pled Section 56426.5 was added by Statutes 1989, chapter 1384, and

repealed and added again in Statutes 2002, chapter 614. Therefore, the Commission does not

have jurisdiction to make any findings with regard to it. '

Government Code section 56430:

Section 56430, as enacted by the test claim statutes, addresses developing and updating the
sphere of influence, and states the following:

{a) In order to prepare and to update spheres of influence in accordance
with section 56425, the [LAFCO] shall conduct a service review of the
municipal services provided in the county or other appropriate area
designated by the [LAFCO]. The [LAFCO] shall include in the area
designated for service review the county, the région, the subregion, or any
other geographic area as is appropriate for an analysis of the service or
services to be reviewed, and shall prepare a written statement of its
determinations with respect to each of the following:

(1) Infrastructure needs or deficiencies.
* (2) Growth and population projections for the affected area.
(3) Financing constraints and opportunities.
(4) Cost avoidance opportunities. o
(5) Opportunities for rate restructuring. A
(6) Opportunities for shared facilities. ' .
(7) Government structure. options, including advantages and disadvantages
of consolidation or reorganization of service prowders
(8) Evaluation of management efficiencies.
(9) Local accountability and governance..

(b) In conducting a service review, the [LAFCO] shall compl ehenswely
review all of the agencies that provide the identified service or serwces
within the designated geographic area.

(¢) The [LAFCO] shall conduct a service review before, or in conjunction
with, but no later than the time it is considering an action to establish a
sphere of influence in accordance with Section 56425 or Section 56426.5
or to update a sphere of influence pursuant to Section 56425.

“The plain language of thxs section does not mandate any activities on independent special
districts.

Municipal Service Review Guidelines and Appendices:

With regard to the Municipal Service Review Guidelines and Appendices, as the Department

of Finance notes, these documents do not have the force of law. Government Code '

section 17516 defines executive order as “any order, plan, requirement, rule or regulation” 4
issued by the Governor, any officer or official serving at the pleasure of the Governor, or any .
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- an initial discretionary decision that in turn triggers mandated costs.

agency, departiment, board, or commission of state government. Government Code
section 56430, subdivision (d), states:

(d) Not later than July 1, 2001, the Office of Planning and Research,

in consultation with [LAFCQs], the California Association of Local
Agency Formation Commissions, and other local governments, shall
prepare guidelines for the service review to be conducted by [LAFCOs]
pursuant to this section.

The Executive Summary of the Guidelines states the following:

Existing law r'equires OPR to prepare guidelines, not regulations. This
document should therefore be considered advisory and not regulatory. .

ThlS document provides general guidance. LAFCOs may need to mochfy
these recommendations to reflect local conditions, circumstances and types
of services which are being reviewed. ...

Throughout the Guidelines, OPR has identified those actions which are
required by law and those where OPR recommends a particular process or
policy when undertaking the municipal service review.

The Guidelines do not order independent special districts to engage in any activities. The
Appendices to the Municipal Service Review support the Guidelines and likewise do not order
special districts to engage in any activities. Thus, the Guidelines and Appendices are not
“executive orders” pursuant to Government Code section 17516, and are not subject to

article XIII B, section 6.

Claimant argues, however, that all activities necessary for independent special districts to
cooperate with the LAFCO when it conducts a municipal service review should be reimbursed:

For LAFCO to “conduct service reviews of the municipal services
provided in the county” and to “comprehensively review all of the
agencies that provide ... services”, it requires the co-operation of those
entities. The participation of District in these reviews is not a voluntary
act: It is mandated upon District as it-is upon LAFCO. To hold otherwise
is to void the purpose of the law.'?

Here, claimant is asserting that special districts are “practically compelled” — if not legally

compelled — to cooperate with the LAFCO in providing information the LAFCO requests. The

appropriate 1est for “voluntariness,” according to claimant, is found in San Diego Unified

School Dist.,' wherein the Supreme Court cautioned “there is reason to question an extension

of the holdlng of City of Merced so as to preclude reimbursement ... whenever an entity makes

124 1n) that passage, the

court referenced the case of Carmel Valley Fire Protection Dist. v. State of California (1987) o

12 Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 5.

122 Comments by Sacramento Metropolitan Fire District, submitted August 9, 2007, page 5
referencing pages 3-4.

1% San Diego Unified School Dist., supra, 33 Cal.4™ 859, 887.
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190 Cal.App.3d 521, which found a reimbursable state mandate was created by an executive
order that recgmred county firefighters to be provided with protective clothing and safety
equipment. = The San Diego court theorized that, because the local agency possessed
discretion concerning how many firefighters it would employ and could in that sense control
costs, a strict application of the Cify of Merced rule could foreclose reimbursement in such a
situation “for the simple reason that the local agency’s decision to employ firefighters involves
an exercise of discretion concerning, for example, how many firefighters are needed to be
employed, etc.”'?® The court found it “doubtful that the voters who enacted article XIII B,
section 6 or the Leglslature that adopted Government Code sec‘uon 17514, intended that
result..

The Commission finds, however, the San Diego Umﬁed School Dist. citation is not on point,
The Carmel Valley case involved actual legal compulsion for fire districts to provide fire safety
equipment; the San Diego court warned prohibiting reimbursement based on the original
discretionary decisions by the fire district on how many firefighters to employ, which could
theoretically control costs, would not likely carry out the intent of article XIII B, section 6. In
this case there is neither an initial discretionary deciston at issue, nor actual legal compulsion.
It is the LAFCO that is required to conduct the service review and obtain the information, and
in only one instance, set forth above, does the statute actually require anything of the
mdependent special district.

Instead, the test here for practical compulsmn lies with Kern High School Dist., ie. , whether

“certain or severe” penalties or other “draconian™ consequences would result if the dzsmct
failed to prov:de mformatlon that is not statutorily required to the LAFCO for municipal
service reviews.'?® There is nothing in law or the record to indicate any such consequences
would ensue if a special district does not provide all information requested by the LAFCO, nor
is there anything in the record to indicate that all information must be obtained directly from
the affected special district.

Summary:

The following statutes mandate a “new program or higher level of service” in an existing
program on independent special districts that are sub]ect to the tax and spend limitations in
article XIII A and article XIII B: ‘ o

1. Two representatives of independent special districts selected by the independent special
_ district selection committee must be members of the Sacramento County LAF CO
(Government Code section 56326.5; subdivision (d)).

2. File written statements to the LAFCO, when required by the LAFCO, spcmfymg the .
functions or classes of service prov1ded by the district, for the followmg tlme periods
. and types of spheres of influence:

B Ibid,

126 id,

"7 Ibid.

18 ¥orm High School Dist., supra, 30 Cal.4‘h: 727,751
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e July 1,2001 through December 31, 2001 — when a LAFCO adopts or updates
any sphere of influence or sphere of influence that includes a special district.

» Onand after January 1, 2002 — whena LAFCO adopts or updates a sphere of
influence for a special chstnct

(Government Code section 56425, subdivision (h)(1) (subsequently renumbered to
subdivision (i)(1).)

Issue 3: Do Government Code sections 56326.5, subdivision (d), and 56425,
~ subdivision (h)(1), impose “costs mandated by the state” within the meaning of article
XIII B, section 6 of the California Constitution and Government Code section 17514?

For these statutes to impose a reimbursable, state-mandated program, two additional elements
must be satisfied. First, the statutes must impose “costs mandated by the state™ pursuant to
Government Code section 17514. Second, the statutory exceptions to 1e1mbursement listed in
Government Code section 17556 cannot apply.

Government Code section 17514 defines “costs mandated by the state” as any increased cost a
local agency is required to incur as a result of a statute that mandates a new program or higher
level of service. The claimant alleged in the test claim:

The Sacramento Metropolitan Fire District does not have the total estimate
of costs for discharging this program. However, the claimant is informed
and believes that with the enactment of Chapter 761, Statutes of 2000, it
cost between $20,000 to $30,000 to defray its portion of the LAFCO’s
annual budget, and it is estimated that because of the changes wrought by
Chapter 493, Statutes of 2002, it will cost between $50,000 and $80,000
per year to so fund. Regarding the municipal services review, the LAFCO
has indicated it will charge the claimant upwards of $5,000 to review its
component, and it will cost the claimant in excess of $20,000 to provide
the information required to the LAFCO.

Thus, there is evidence in the record, signed under penalty of perjury, that there are mcrea.sed
costs for the activities mandated by Government Cede section 56425, subdivision (h)(1) -

providing specified information to the LAFCO as reqmred by the LAFCO for specified sphere
of influence reviews.

- However, there is o evidence in the record that there are increased costs for the activities
mandated by Government Code section 56326.5, subdivision (d) — representation by two
independent special districts on the Sacramento County LAFCO. The test claim citation above
alleging estimated costs does not reference the 1991 test claim statute. And, even if costs are
subsequently alleged, Government Code section 56334 provides that members and alternates
are reimbursed by the LAFCO for their actual reasonable and necessary expenses:

[LAFCO] members and alternates shall be reimbursed for the actual

- amount of their reasonable and necessary expenses incurred in attending
meetings and in performing the duties of their office. The [LAFCQ] may
authorize payment of a per diem to [LAFCO] members and alternates for
each day while they are at meetings of the [LAFCO].
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Therefore, the Commission finds Government Code section 56326.5, subdivision (d), does not

impose “costs mandated by the state” pursuant to Government Code section 17514 and no
reimbursement 1S required.

With regard to the activities mandated by Government Code section 56425, subdivision (h)(1),
for the reasons stated below, the Commission finds that none of the statutory exceptions to

reimbursement listed in Government Code section 17556 are applicable to deny reimbursement
for these activities. - : :

The Department of Finance states that LAFCOs have existing fee authority that may be used to
cover their operating costs. The Department further states that, to the extent that LAFCOs
elect to make use of this authority, LAFCO members would be relieved of the need to
contribute toward the LAFCQ’s annual budget.

Government Code section 17556 states that:

The commission shall not find costs mandated by the state, as defined in
Section 17514, in any claim submitted by a local agency ..., if, aftera
hearing, the commission finds that:

(d) The local agency or school district has the authority to levy service
charges, fees, or assessments sufficient to pay for the mandated program or
increased level of service. ‘ '

. Government Code section 56383 allows LAFCOs to establish a schedule of fees for the costs of
proceedings such as filing and processing applications filed with the LAFCO, proceedings
undertaken by the LAFCO and any reorganization committee, amending a sphere of influence .

or reconsidering a resolution. LAFCOs, however, are not represented in this claim, and the .

state-mandated program is imposed on independent special districts. Moreover, section 56383,

subdivision (b), prohibits the schedule of fees from exceeding “the estimated reasonable cost of

providin% the service for which the fee is charged and shall be imposed pursuant to Section

66016.”'* Thus, authority for charging fees under section 56383 for costs of proceedings does

not equate to authority for charging fees to cover operating costs. Instead, Government Code

section 56381 establishes the funding mechanisms for LAFCO’s operating costs, i.e., one third

from counties, one third from cities, and one third from special districts. Thus, the LAFCO’s

fee authority under section 56383 is not designed to pay for the mandated program and

therefore is not “sufficient to pay for the mandated program or increased level of service”

pursuant to section 17556, subdivision (d).

Although many independent special districts, including Sacramento Metropolitan Fire District,
have fee authority for specified purposes as well as the ability to levy special taxes.?‘3° the

- P Government Code section 66016 requirés local agencies to hold a public meeting prior fo -
levying a new fee or service charge or increasing an existing fee or service charge, and the fees

or service charges cannot exceed the estimated amount required to provide the service for

which the service charge or fee is levied. ' :

13 Ajthough some districts have the ability to levy special taxes, article XIII B was “Intended

to protect the tax revenues of local governments from state mandates that woult;l requ'u'f:l

expenditure of such revenues. .. [and] requires subvention only when the costs in question can .
be recovered solely from tax revenues.” (County of Fresno v. State of California (1991)




question here is whether the claimant has authority to levy service charges or fees that can be
used to pay for the mandated activity of filing written statements to the LAFCO specifying the
functions or classes of service provided by the district, and, if so, whether those fees are
sufficient to pay for that mandated activity.

The authority to charge fees or service charges varies by special district, and fire districts have

- authority to charge fees for “any service which the district provides or the cost of enforcing any
regulation for which the fee is charged”'' in addition to other spemﬁed fees % These fees are
likewise limited, however, to the costs of providing the specified services."”> More
importantly, there are no fees authorized specifically for the purpose of the mandated activity
of filing written statements to the LAFCO under Government Code section 56425,

subdivision (h)(1). Therefore, section 17556, subdivision (d) is not applicable to deny the test
claim.

CONCLUSION

The Commission finds that Government Code section 56425, subdivision (h)(1) (subsequently
renumbered to subdivision (i)(1)), constitutes a reimbursable state-mandated program within
the meaning of article XIII B, section 6, and Government Code section 17514, in that it
requires independent special districts to file written statements with the LAFCO specifying the
functions or classes of service provided by those districts, for the following time periods and
types of spheres of influence:

s July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

* On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district.

Only those independent special districts that are subject to the tax and spend limitations of
article XIII A and article XIII B are eligible claimants.

The Commission concludes that Government Code section 56001 declares legislative findings
and is helpful to interpret the test claim statutes, but does not mandate any activities. The
Commiission further concludes that Government Code sections 56326.5, 56381, 56381.6,
56425 (except subdivision (h)(1), subsequently renumbered to subdivision (1)(1)), 56426.5, and
56430, and the Municipal Service Review Guidelines and Appendices developed by OPR, as

53 Cal.3d 482, 487, in determining the constitutionality of Government Code section 17556,
subdivision (d).) Therefore, any special taxes that can be levied by the special district are
protected by article XIII B, whereas fees or service charges for specified purposes are not. . .

'*! Health and Safety Code section 13916, subdivision (a).
" Health and Safety Code sections 13143.5, 13146, 13146.2 and 13869.7.

% Health and Safety Code section 13916, subdivision (a) states in relevant part; “No fee shall
exceed the costs reasonably borne by the district in providing the service or enforcing the
regulation for which the fee is charged.” See also Health and Safety Code sections 13143.5,
13146 and 13869.7 for similar limitations.
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pled, éloﬁg with 'any'other test claim statutes, alleged executive orders, guidelines and
allegations not specifically approved above, do not mandate a new program or higher level of .
service subject to article XIII B, section 6. R -
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Exhibit B

. - na
PROOF OF SERVICE BY MAIL AUG 14 20
undersign S COMMISSION ON_
I, the undersigned, declare as follows: STATE MAND,&TE T

T am a resident of the County of Sacramento, and I am over the age of 18 years and not a
party to the within action. My place of employment is 4320 Aubumn Blvd., Suite 2000,
Sacramento, CA 95841,

On August 14, 2008, I served:

PROPOSED PARAMETERS AND GUIDELINES

Chapter 439, Statutes of 1991
Chapter 761, Statutes of 2000
Chapter 493, Statutes of 2002
LAFCO Municipal Services Review Guidelines
LAFCO Municipal Services Review Guidelines Appendices

Local Agency Formation Commission (LAFCO)
Claim no. 02-TC-23
Sacramento Metropolitan Fire District, Claimant
by placing a true copy thereof in an envelope addressed to each of the persons listed on
the mailing list attached hereto, and by sealing and depositing said envelope in the United

States mail at Sacramento, California, with postage thereon fully prepaid.

I declare under penalty of perjury under the laws of the State of Califomié that the
foregoing is true and carrect, and that this declaration was executed this 14th day of

August, 2008, at Sacramento, California.
é%arant Y)
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PROPOSED PARAMETERS AND GUIDELINES

Chapter 439, Statutes of 1991
Chapter 761, Statutes of 2000
Chapter 493, Statutes of 2002
LAFCO Municipal Services Review Guidelines
LAFCO Municipal Services Review Guidelines Appendices

Local Agency Formation Commission (LAFCO)
Claim no. 02-TC-23

Sacramento Metropolitan Fire District, Claimant

1. SUMMARY OF THE MANDATE

On September 27, 2007, the Commission on State Mandates (Commission) adopted a Statement
of Decision finding that the test claim legislation imposes & partially reimbursable state-
mandated program upon independent special districts within the meaning of article XTI B,
section 6 of the California Constitution and Government Code section 17514, Specifically, the
Commission found that only one statutory provision, Govermment Code section 56425,
subdivision () (subsequently renumbered to subdivision (i)(1)) - constitutes a state-mandated
“new program or higher level of service” in an existing program. As the claimant is an
independent special district, the findings of this test claim apply to independent special districts -
only and not LARCOs or other local government agencies. Furthermore, only independent
special districts that are subject to the tax and spend limitations of articles XTIT A and XI1I B of
the California Constitution are eligible claimants. All other activities claimed for sphere of
influence reviews or mummpal service reviews are either required of the LAFCO and not special

districts, or the activities are not mandated since the Municipal Service Review Guidelines and
Appendices do-not constitute exe.cutwe. orders.

The Commission approved this test claim for the following re:mbursable achvmes

Filing written statements with the LARCO specifying the functions orclasses of service provided by T

- independent special districts, for the following time periods and types of spheres of influence:

s July 1, 2001 through December 31, 2001 — when & LAFCO adopts or updates any sphere of
influence or sphere of inﬂuence that includes a special district.

» On and after January 1,2002 —when a LAFCO adopts or updates a sphere of influence for a
special district. -
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. .  ELIGIBLE CLATMANTS

Any independent special district participating in the LAFCO which is subject to the tax and
spend limitations of articles XIII A and XIII B of the California Constitution and that incurs
increased costs as a result of this reimbursable state-mandated program is eligible to claim
reimbursement of those costs.

IH. PERIOD OF REIMBURSEMENT

Government Code section 17557, subdivision (e), states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. The
Sacramento Metropolitan Fire District filed the test claim on May 29, 2003. Therefore, costs
incurred pursuant to Government Code section 56425, subdivision (h) are reimbursable on or after
July 1, 2002. .

Actual costs for one fiscal year shall be included in each claim. Estimated costs of the
subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561, subdivision (d)(1)(A), all claims for reimbursement of initial fiscal year
costs shall be submitted to-the State Controller within 120 days of the issuance date for the
claiming instructions, .

If the total costs.for a given fiscal year do not.exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564.

IV. REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimburseble activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts..

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations: Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is
true and correct,” and must firther comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requircmnents. However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimburs;ible:
A.  On-going Activities:
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For written statements to the LAFCO, when required by the LAFCO, specifying the

functions or classes of service provided by the district, for the following time periods and
types of spheres of influence:

* July 1, 2001 through December 3 1, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

» On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district:

1. Gather information from within the spectal district and from outside sources, 25 |
needed,

2. Draft statements and/or spheres of m.ﬂuence meludlng but not limited to, the
initial draft, reviews and revisions as nesded.

3. File documentation with the LAFCO.

4. Prepare for, attend, and present documentation at LAFCO meeting.

' ‘(Government Code gection 36425 subdivision (h)( 1} (subsequently renumbered to
subdivision (i)(1).)

V.  CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimburseble activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must

be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by .

. productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed. "

2. Materials and Supplies

Report the cost of materials and supphes that have been consumed or exp ended for the -
purpose of the reimbursable activities. Purchases shall be claimed at the actual price Co
after deducting discounts, rebates, and allowances received by the claimant. Supplies -~~~ = = ™7
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

- 3. Coniracted Services | ‘
Report the name of the contractor and services performed to mplemeut the reimbursable

activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
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that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a
description of the contract scope of services.

4, Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment {including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs, If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules of cost
element A.1., Salaries and Benefits, for each applicable reimbursable activity.

B. Indirect Cost Rateg

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than one
program, and are not directly assignable to a particular department or program without efforts
disproportionate to the result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of the central government services distributed to
the other departments based on a systematic and rational basis through a cost allocation plan.

Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in
the Office of Management and Budget (OMRB) Circular A-87. Claimants have the option of
using 10% of direct labor, excluding fringe benefits, or prepanng an Indirect Cost Rate Proposal
(ICRP) if the indirect cost rate claimed exceeds 10%.

If the claimant chooses to prepare an ICRP, both the direct costs {(as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital

. expenditures and unallowable costs (as defined and described in OMB Circular A-37
Attachments A and B). However, unallowable costs must be included in the direct costs if they
represent activities to which indirect costs are properly allocable.

The distribution base may be (1) total direct costs (exclud.mg capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an cql.utable distribution.

In calcu.latmg an ICRP, the claimant shall have the choice of one of the followmg
methodologies: - :

1. The aliocation of allowable indirect costs (as defined and described in OMB Circular.
A-87 Attachments A and B) shall be accomplished by (1) classifying a depariment’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
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costs to mandates. .-The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing
the total allowable indirect costs (net of applicable credits) by an equitable
distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
which the total amount allowable indirect costs bears to the base selected.

VL. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a remibursement claim for actual
costs filed by a local agency or schoo! district pursuant to this chapter is subject to the initiation
of an andit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Confroller to initiate an audit shall commence to run from the date of initial payment
of the claim. In any case, an andit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING REVENUES AND REIMBURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service
fees collected, federal ﬁmds and other state funds, shall be identified and dﬂducted from this
claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60-days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be
derived from the test claim decision and the parameters and gmdelmes adopted by the
Com:msmon. '

Pursuant to. Government Code section 17561 subd1v151on @), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Comxmssmn

IX. REMEDIES BEFORE TBE COMMISSION

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571, If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, _title 2, section 1183.2.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES -

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement
of Decision, is on file with the Commission,
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Legislative Analyst’s Office
Attention: Marianne O’Malley
925 L Street, Suite 1000
Sacramento, CA 95814

Ms. Susan Geanacou
Department of Finance
915 L Street, Suite 1150
Sacramento, CA 95814

Ms. Ginony Brummels

State Controller’s Office, Accounting & Reporting
3301 C Street, Suite 500

Sacramento, CA 95816

Mz. Jesse McGuinn
Department of Finance
915 L Street, 8th Floor
Sacramento, CA 95814

Mr. Leonard Kaye, Esq.

County of Los Angeles
Auditor-Controller’s Office

500 West Temple Street, Room 603
Los Angeles, CA 90012

Mr. Robert Miyashiro

Education Mandated Cost Network
1121 L Street; Suite 1060
Sacramento, CA 95814

Mr, Keith B. Peterson, President
Six Ten and Associates

5252 Balboa Avenue; Suite 807
San Diego, CA 92117

Mr. Ernie Silva

League Of California Cities
1400 K Street” i
Sacramento, CA 95815

Ms. Annette Chinn

Cost Recovery Systems, Inc.
705-2 Bast Bidwell Street, #2594
Folsom, CA 95630




. Mr. Steve Shields

Shields Consulting Group, Inc.
1536 36th Street

Sacramento, CA 95816

Mr. David Wellhouse , .
David Wellhouse & Associates, Inc.
9175 Kiefer Blvd.,, Suite 121
Sacramento, CA 95826

Ms. Alexandra Condon
California Teacher’s Association
~ 6 Red River .Court

Sacramento, CA 95831-3036

Mr. Arthur Palkowitz

San Diego Unified Schoo] District
4100 Normal Street, Room 3209
San Diego, CA 92103-8363

Mr. Gerald Shelton

California Department of Education
Fiscal & Administrative Services Division
1430 N Street, Suite 2213

Sacramento, CA 95814

Ms. Bonnie Ter Keurst

County of San Bernardino

Office of the Auditor/Controller-Recorder
222 West Hospitality Lane '
San Bemardino, CA 92415-0018

Mr. J. Bradley Burgess

Public Resource Management Group
1380 Lead Hill Blvd., Suite 106
Rosgville, CA 95661

Mr. Steve Keil

California State Association of Counties
1100 K Street, Suite 101

Sacramento, CA 95814-3941
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OFFICE OF THE DIRECTOR

. A -
& 4 N _ _ EXHIBIT C
i % : -
1 I
. DEFPARTMENT DF ARNDLD SCHWARZENEGBER, BOVERNOR
‘qurnﬂ"""FFI N A N E E BTATE CapiToL @ Room 11458 l BACRAMENTO DA R B5814-4998 B www.DOF.CA.GDV

RECEIVED

September 11, 2008

| SEP 1.7 72008
Ms. Paula Higashi ' - . COMMISSION ON
Executive Director STATEF MANDATES

Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

Dear Ms. Higashi:

As requested in your letter of August 27, 2008, the Depariment of Finance (Finance) has
reviewed the proposed parameters and guidelines submitted by the Sacramento Metropolitan
Fire District (claimant) for Test Claim No. CSM-02-TC-23 "Local Agency Formation
Commission (LAFCQ)."

As the result of our review, Finance recommends that the parameters and guidelines as
submitted by the claimant be amended because they go beyond the scope of the statute
imposing the reimbursable mandate. Finance recommends the following changes:

- 1. Gather information from within the special district and from outside sources, as needed,
fo prepare the wriffen statements;

2.. Draft written statements andferepheres-ai-rfiuerss including, but not limited to, the

initial draft, reviews, and revisions as needed; and
File deeumen%ahen written statements W|th the LAFCO

Pursuant to subdivision (h) (1) of Section 56425 of the Government Code, the existing districts
are required to file written statements with the LAFCO specifying the functions or classes of
services provided by those districts. There is no statutory requirement to prepare for, attend, or
present documentation at the LAFCO mesting. Nor is there a statutory requirement on the .
districts to draft the sphere of influence. Subdivision (a) of Section 56425 of the Government
Code provides that the LAFCO shall develop and determiné the sphere of influence.
Furthermore, these activities are not necessary to implement the mandate.

As required by the Commission’s regulations, a “Proof of Service" has been enclosed indicéting
that the parties inciuded on the mailing list which accompanied your August 27, 2008 letter

-have been provided with copies of this lettér via eithar Umted States Mail or, in the case of other
state agencies, Interagency Maii Service.
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Ms. Paula Higashi
September 11, 2008
Page 2

If you have any questions regarding this letter, please contact Carla Castafieda, Principal .
Program Budget Analyst at (916) 445-3274. :

Sincerely,

—

~Diana L, Ducay
Program Budget Manager

" Enclosure




Attachment A

: ‘ DECLARATION OF CARLA CASTANEDA
DEPARTMENT OF FINANCE
CLAIM NO. CSM-02-TC-23

1, I am currently employed by the State of Cahforn:a Department of Flnance (Flnance) am
familiar with the duties of Fmance and am authonzed to make this dec!aratlon on behalf
of Finance. :

| certify under penalty of perjury that the facts set forth in ihé foregoing are true and correct of
my own knowledge except as to the matters therein stated as information or belief and, as to
those matters, | believe them to be true.

MMWM /L oiﬁﬂf /M ﬂ,{,{,{i’fj},; wa.-

. at Sacramento, CA ' Carla Castafieda
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. PROQF OF SERVICE

Test Claim Name:  Local Agency Formation Commlssmn (LAFCO)

Test Claim Number; CSM-02-TC-23

|, the undersigned, declare as follows:

-1 am employed in the County of Sacramento, State of California, | am 18 years of age or oider
and not a party to the within entitled cause; my business address is 915 L Street, 12 Floor,

Sacremento CA 95814,

On September 1‘1 2008 [ served the attached recommendation of the Department of Flnance
in said cause, by facsimile to the Commission on State Mandates and by placing a frue.capy-
thereof: (1) to claimants-and nonstate agencies enclosed in a sealed envelope with postage
theraon fullyr prepaid in the United States Mail at Sacramento, California; and (2) to state.
agencies in the normal pickup location at 915 L Street, 12 Fleor, for Interagency Matl Serwce

addressed as follows

A-18
Ms. Paula Higashi, Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 85814
Facsimile No, 445-0278

B-08

Mr. Jim Spano _
State Controller's Office
Division of Audits _
300 Capitol Mall, Suite 518
Sacramente, CA 95814 -

Mr. George B. Appel

Sacramento Metropolitan Fire District
2101 Hurley Way

Sacramento, CA 95825

Mr. Leonard Kaye, Esq.

County of Los Angeles
Auditor-Controlier's Office

500 West Temple Street, Room 603
Los Angeles; CA” 9001 2 '

B- DB :

Ms. Ginny Brumme!s -

State- Controller's Ofﬁce '
Division of Accounting and Reportmg-
3301 C Street, Suite 500 -
Sacramento, CA 85816°

Sacramento Metropolitan Fire District .

- 2101 Hurley Way

Sacramento, CA 95825

Mr. Peter Brandage

“Sacramento Local Agehcy Formation

Commission’
1112 | Street, Suite 100 -
Sacramento, CA S5814

"~ Mr. David Wellhouse
- David Wellhouse & Associates, Inc.

9175 Kiefer Boulevard, Suits 121
Sacramento, CA 85826

‘A-15
- Ms. Carla Castaneda

Department of Flnance
915 L Strest, 11" Floor
Sacramento, CA 85814

A-15 -

Ms. Susan Geanacou .
Department of Finance

815 L Street, Suite 1180
Sacramento, CA 95814
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PROCF OF SERVICE
Page 2

- Mr. Glen Everroad

City of Newport Beach

3300 Newport Boulevard

. P.O. Box 1768 :
Newport Beach, CA 92659-17868

Ms. Bonnie TerKeurst
County of San Bernardino

Office of the Auditor/Controller-Recorder

222 West Hospitality Lane
San Bernardino, CA 82415-0018

Ms. Juliana F. Gmur
MAXIMUS

2380 Houston Avenue
Clovis, CA 93611

Ms, Jesse McGuinn
Department of Finance
915 L Street, 8" Floor
Sacramento, CA 95814

Mr. Robert Miyashiro

Education Mandated Cost Network
- 1121 L Street, Suite 1060
Sacramento, CA 95814

Mr, Ernie Silva

League of California Cities
1400 K Street
Sacramento, CA 95814

Mr. Steve Shields

Shields Consulting Group, Inc.
1536 36" Street

Sacramento, CA 95816

Mr. Arthur Paikowitz .
San Disgo Unified School District
4100 Normal Street, Room 3208
San Diego, CA 92103-8363

Mr. J, Bradley Burgess

Public Resource Management Group
1380.Lead Hill Boulevard, Suite 106

Roseville, CA 958661

Ms. Jolene Tollenaar

MGT of America

455 Capito! Mall, Suite 500
Sacramento, CA 95814

Mr. Allan Burdick

MAXIMUS

4320 Auburn Boulevard, Suite 2000
Sacramento, CA 95841

Legisiative Analyst's Office
Attn: Marianne O'Malley
925 L Street, Suite 1000
Sacramento, CA 95814

Mr. Keith B. Peterson, President
Six Ten and Associates

5252 Balboa Avenue, Suite 807
San Diego, CA 92117

Ms, Annette Chinn

Cost Recovery Systems inc.
705-2 East Bidwell Street #2894
Folsom, CA 85630

Ms. Alexandra Condon
California Teacher's Association
8 Red River Court
Sacramento, CA 95831-3036

Mr. Gerald Shelton -

California Department of Education

Fiscal and Administrative Services Division
1430 N Street, Suite 2213

Sacramento, CA 95814

. Mr. Steve Keil )
California Association of Counties
1100 K Street, Suite 101
Sacramento, CA 85814
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PROOF OF SERVICE
Page 3

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, and that this declaration was executed on September 11, 2008 at Sacramento,

California. * o | g/”}’)/] — i')

Kelly'Me'rlt_el’on'gd, i
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e EXHIBIT D

REueiveD T
PROOF OF SERVICE BY MAIL JUL 2 0 20p9
COMMISS
I, the undersigned, declare as follows: , | STATE MArIqODIXTQENS

I am a resident of the County of Sacramento, and I am over the age of 18 years and not a
party to the within action. My place of employment is 3130 Kilgore Road, Suite 400,
Rancho Cordova, CA 95670.

On July 17, 2009, I served:

| RESPONSE TO DEPARTMENT OF FINANCE
ON PROPOSED PARAMETERS AND GUIDELINES

" Government Code Sections S6001, 56326.5, 56381,
56381.6, 56425, 56426.5, and 56430

Statutes 1991, Chapter 439 (AB 748)
Statutes 2000, Chapter 761 (AB 2838)
Statutes 2002, Chapter 493 (AB 1948)
LAFCO Municipal Services Review Guidelines
(Final Draft, October 3, 2002, Governor’s Cffice of Planning and Research)
- LAFCO Municipal Services Review Guidelines Appendices
(Final Draft, October 3, 2002, Governor’s Office of Planning and Research)

- Local Agency Formation Commissions
02-TC-23 |
Sacramento Metropolitan Fire District, Claimant
and
Declaration of Allan P. Burdick
In Support of Test Claimant’s Response to

Department of Finance on Proposed Ps & Gs

and .

CLAIMANT’S REVISED
PROPOSED PARAMETERS AND GUIDELINES
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by placing a true copy thereof in an envelope addressed to each of the ';")e'rs'o'ns listed on
the mailing list attached hereto, and by sealing and depositing said envelope in the United
States mail at Rancho Cordova, California, with postage thereon fully prepaid. -

I declare under penalty of perjury under the laws of the State of Califomnia that the
foregoing is frue and correct, and that this declaration was executed this 17th day of July,

2009, at Rancho Cordova, California.
* Dbelerhnt




Legislative Analyst’s Office
Attention: Marianne O’Malley
925 L Street, Suite 1000
Sacramento, CA 95814

Ms. Susan Geanacou
Department of Finance
915 L Street, Suite 1190
Sacramento, CA 95814

Ms. Ginny Brummels

- State Controller’s Office, Accounting & Reporting

3301 C Street, Suite 500
Sacramento, CA 95816

Ms. Jesse McGuinn
Department of Finance
915 L Street, 8th Floor
Sacramento, CA 95814

Mr. Leonard Kaye, Esq.
County of Los Angeles
Auditor-Controller’s Office

500 West Temple Street, Room 603

Los Angeles, CA 50012

Mr. Robert Miyashiro

Education Mandated Cost Network

1121 L Street; Suite 1060
Sacramento, CA 95814

Mr. Keith B. Peterson, President
Six Ten and Associates
5252 Balboa Avenue; Suite 807
San Diego, CA 92117

Mr. Emie Silva

League Of California Cities
1400 K Street

Sacramento, CA 95815

Ms. Annette Chinn

- Cost Recovery Systems, Inc,
705-2 East Bidwell Street, #294
Folsom, CA 95630
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Mr. Steve Shields

Shields Consulting Group, Inc.
1536 36th Street

Sacramento, CA 95816

Mr. David Wellhouse

David Wellhouse & Associates, Inc.
9175 Kiefer Blvd., Suite 121

. Sacramento, CA 95826

Ms. Alexandra Condon
Califomia Teacher’s Association
6 Red River Court

Sacramento, CA 95831-3036

Mr. Arthur Palkowitz

San Diego Unified School District
4100 Normal Street, Room 3209
San Diego, CA 92103-8363

Mr, Gerald Shelton

California Department of Education

Fiscal & Administrative Services Division -
1430 N Street, Suite 2213

Sacramento, CA 95814

Ms. Bonnie Ter Keurst

County of San Bernardino

Cffice of the Audltor/Controller-Recorder
. 222 West Hospitality Lane

‘San Bernardino, CA 92415-0018

Mr. J. Bradley Burgess

Public Resource Management Group
. 1380 Lead Hill Blvd., Suite 106
Roseville, CA 95661

.- . P Y

Mr. Geoffrey Neill

California State Association of Counues
1100 X Street, Suite 101

Sacramento, CA 95814-3941




Sacramento Metropolitan Fire District

2101 Hurley Way = Sacramento, California 95825-3208 + Phone (316) 566-4000  Fax (918) 566-4200

DON METTE
Fire Chisf

RESPONSE TO DEPARTI\'IENT OF FINANCE
ON PROPOSED PARAMETERS AND GUIDELINES

Government Code Sections 56001, 56326.5, 56381,
56381.6, 56425, 56426.5, and 56430

Starutes 1991, Chapter 435 (AB 748;
Statutes 2000, Chapter 761 (AB 2838)
Statutes 2002, Chapter 493 (AB 1948)
. LAFCO Municipal Services Review Guidelines
(Final Draft, October 3, 2002, Governor’s Office of Planning and Research)
LAFCO Municipal Services Review Guidelines Appendices
(Final Draft, October 3, 2002, Governor’s Office of Planning and Research)

. Local Agency Formation Commissions
02-TC-23

. Sacramento Metropolitan Fire District, Claimant

Test claimant Sacramento Metropolitan Fire District (hereinafter “District™)
submits the following in response to the comments filed by the Department of Finance
(hereinafter “Department™) on September 11, 2008. The District partially concurs with
the changes submitted by the Department. Those changes are incorporated in the
attached, Claimant’s Revised Proposed Parameters and Guidelines. The District,
however, does not concur with the deletion of activity number four: Prepare for, attend
and present written statemnents (documentation) at LAFCO meeting.

The Department, in its comments, disagrees with the inclusion of activity 4 regarding the
LAFCO meetings on the grounds that there is no statutory requirement fo: this activity.
and it is not necessary to implement the mandate.

As to the first ground, the Department is correct. The attendance at LAFCO meeting

where & special district’s written statements are to.be considered is not specifically
mandated within the mandate legislation nor anywhere else in the codes. This, however,

Serving Sacramert and Placer Counties




1s no bar to the consideration of an abtivity at the parameters and guidelines stage of the g
proceedings. As stated in regulation, in pertinent part: i .

(2) The parameters and guidelines shall describe the claimable
reimbursable costs and contain the following information:
: * ok H

(4) Reimbursable Activities. A description of the specific costs and
types of costs that are reimbursable, including one-time costs and
on-going costs, and a description of the most reasonable methods of
complying with the mandate, "The most reasonable methods of
complying with the mandate" are those methods not specified in
statute or executive order that are necessary to carry out the
mandated program. (2 CCR § 1183.1, subd. (2)(4).)

Thus, inclusion of activities beyond those mandated is envisioned in and supported by the
regulations. .

The Department, too, is aware of this fact as it stated that the activity in question is not
necessary to implement the mandate. The District disagrees. LAFCOs operate in a
manner similar to Boards of Supervisors, City Councils, and even this Commission, in
that the discussion of matters on the agenda with representatives before a final decision'is
reached is usual and customary. (See Declaration of Allan P. Burdick In Support of In
Support of Test Claimant’s Response to Department of Finance on Proposed Ps & Gs).
LAFCOs invite and encourage the attendance of representatives at meetings to discuss
matters on the LAFCO agenda. This give and take is the hallmark of such proceedings.

In looking at whether attendance at meetings is “necessary to carry out the mandate
program”, the analysis takes us to the sine gua non of the mandate: communication with
the LAFCO so it can carry out its responsibilities in compliance with law,

Government Code section 56425, subdivision (a) states:

In order to carTy out its purposes and responsibilities for planning
and shaping the logical and orderly development and coordination of -
. local governmental agencies so as to .advantageously provide for the
- present and future needs of the county and its communities, the
" commission shall develop and determine the sphere of influence of
‘each local governmental agency within the county and enact policies
~ designed to promote the logical afid orderly development of areas- - oo it
within the sphere. : o : :

Té further this purpose, the mandate legislation, Governmént Code se_:ction' 56425,
subdivision (h)(1) (subsequently renumbered to subdivision (i)(1)) “.r'equires 'mde;_:endcnt
special districts to file written statements with the LAFCO, ‘specifying the functions or
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classes of service provided by those districts ... when a LAFCO adopts or updates a sphere of
influence for a special district....”” This Commission found that this activity is a
reimbursable state mandate. This filing of statements is a method by which agencies
communicate with their LAFCO. This communication requires the preparation of the
statements to be filed, the drafting and filing of statements and, to bring the matter to its
natural close, the appearance at the public meeting where those written statements are
discussed and reviewed by the LAFCO. Since these discussions can raise questions,
delineate unforeseen issues and lead the LAFCO in new directions, written statements
alone are not always sufficient for the LAFCO to complete its business. (See Declaration
of Allan P. Burdick, supra.) '

. The essence of the mandate is meaningful communication between special
districts and their LAFCO, As such, the attendance at meetings in not only necessary to
carry out the mandated program,; it is crucial to the purpose of the- mandate. Therefore,
the District requests that the Commission adopt Claimant’s Revised Parameters and

Guidelines attached hereto.
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CERTIFICATION

I declare under penalty of perjury under the laws of the State of California that the
statements miade in this document are true and correct, except as to those matters stated
upon information and belief and as to those matters, I believe them to be true.

Executed this o™ day of July, 2009, at Sacramento, California, by:

e

Sacramento Metropolitan Fire District
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{attend. With rare exceptions, the local agency’s staff are in contact with the LAFCo staff before

based on those of their parent organizations. Similar to governing board meetings of local

Declaration of Allan P. Burdick
In Support of Test Claimant’s Response to
Department of Finance on Proposed Ps & Gs

I, Allan P. Burdick, state as follows: .

L. I am currently employed by MAXIMUS, Inc. and have wo‘rked with California’s
state mandate cost local program since 1978 as an employee of MAXIMUS or the California
State Association of Counties. I have personal knowledge of the facts stated herein and if called
upon to testify, I could do so competently.

2. I spoke to representatives of three LAFCo’s in an éffort to establish whether
representatives are reﬁuired to attend LAFCO meeting where the agency had a matter on the
agenda. Similar to a Commission on State Mandates rﬂeeting, all agreed there is no requirement '

for agency representatives to attend meetings. They are, however, invited and encouraged to

the meetings, and they discuss, among other things, the value or benefit to either the local agency:
or LARCo from their attendance.

3. I have spoke to a number of LAFCo staff members over the years, and LAFCo
meetings are similar to most other local government meetings, such as city council and county
board of supervisor meetings. Since LAFCo commissioners are made up of elected

representative of cities, counties and special districts, their policies, procedures and practices are

government, while there is no statutory or regulatory requirement to attend a meeting, an agency
has an obligation to its taxpayers to insure théy are fepresentcd if the outcome may have
consequences on its constituents.

4, On July 7, 2009, I spoke to Kathleen Rollings-McDonald, Executive Officer, for
the San Bernardino County LAFCO. She told me that they invite and encourage representatives
from the districts to attend. In fact, they are currently requesting the grand jury to look into some

irregularities with an independent cemetery district for which they did a municipal service
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review and never got anyone from the district to participate. So, there is a possible negative
impact for not participating, Also, they considered a municipal service review for four cities at
its' June meeting and, based on the response from the cities in this case, the Commission is
n‘iaking changes and staff is taking it back to the Commission later this month. So, attendance at
the meetings can not only help the district but assists the LAFCO in its decision-making process.
3. | On July 7,2009, I spoke to Elisa Carvalho, Senior Management Analyst, for the
“folo County LAFCO. She confirmed that as I had been told by Ms. Rollings-McDonald that
representatives are invited and encouraged to participate when they have a matter on the agenda.
For example in Yolo County, if the City of Davis had an update to its sphere of influence on the
agenda, the City would almost certainly have at least one representative attend. If was a small
special district, such as the Clarksburg Fire District which had a proposed MSO on the LAFCo
agenda and everything had been worked out with LAFCo staff and there were no issues, most
Jikely no one would attend from the District.

G. On July 7, 2009, I spoke to Diane Thorpe, Commission Clerk, for the Sacramento
County LAFCO who agreed that the participation of representatives wﬁo have something on the
agenda is encouraged.

I declare under penalty of perjury that the foregoing is true and correct as based upon my
personal knowledge, informétion or belief, and that this declaration is executed this_____ day of

July, 2009, at Rancho Cordova, California.

\\ ; e
-
~  Allan P. Burdick o T——
MAXXIMUS -
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CLAIMANT’S REVISED
PROPOSED PARAI‘VIETERS AND GU]])EL[NES

Government Code Sections 56001, 56326.5, 56381,
56381.6, 56425, 56426.5, and 56430 :

Statutes 1991, Chapter 439 (AB 748)
Statutes 2000, Chapter 761 (AB 2838)
Statutes 2002, Chapter 493 (AB 1948)
LAFCO Municipal Services Review Guidelines
(Fina! Draft, October 3, 2002, Governor’s Office of Planning and Research)
LAFCO Muricipal Services Review Guidelines Appendices
(Final Draft, October 3, 2002, Governor'’s Office of Planning and Research)

Local Agency Formation Commissions
02-TC-23

Sacramento Metropolitan Fire Diétrict, Claimant

1. SUMMARY OF THE MANDATE

" On September 27, 2007, the Commission on State Mandates (Commission) adopted a Statement

~ of Decision finding that the test claim. legislation imposes a partially reimbursable state-

mandated program upon independent special districts within the meaning of article XIII B,

section 6 of the California Constitution and Government Code section 17514, Specifically, the

Commission found that only one statutory provision, Government Code section 56425,

subdivision (h) (subsequently renumbered to subdivision (i){(1)) — constitutes. a state-mandated .
“new program or higher level of service” in an existing program. As the claimant is an’
independent special district, the findings of this test claim apply to independent special districts

only and not LAFCOs or other local govermment agencies, Furthermore, only independent

special districts that are subject to the tax and spend limitations of articles XTIII A and XIII B of

the California Constitution are eligible claimants. All other activities claimed for sphere of

influence reviews or municipal service reviews are either required of the LAFCO and not special

districts, or the activities are not mandated since the Mumc1pa1 Service Review Guidelines and

Appendices do not constitute executive orders.
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The Commission approved this test claim for the following reimbursable activities:

| Filing written statements with the LAFCO specifying the functions or classes of service provided
by independent special districts, for the following time periods and types of spheres of influence:

* July 1, 2001 threugh December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

- On and after J anuary 1, 2002 — when a LAFCO adopts or updates a sphere of influence
for a special district.

II. ELIGIBLE CLAIMANTS

Any independent special district participating in the LAFCO which is subject to the tax and
spend limitations of articles XIII A and XIII B of the California Constitution and that incurs

increased costs as a result of this reimbursable state- mandated program is ehgtble o claim
reimbursement of those costs.

III. PERIOD OF REIMBURSEMENT

Government Code section 17557, subdivision (&), states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. The
Sacramento Metropolitan Fire: District filed the test claim on May 29, 2003. Therefore, costs
incurred pursuant to Government Code section 56425, suhd1v1s1on (h) are reimbursable on or after

July 1, 2002. | . .

Actual costs for one fiscal year shall be included in each claim. Estimated costs of the
subsequent year may be included on the same claim, if applicable. Pursuant to Government
Code section 17561, subdivision (d)(1)(A), all claims for reimbursement of initial fiscal year

costs shall be submltted to the State Controller within 120 days of the issuance date for the
claiming instructions.

If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be allowed
except as otherwise allowed by Government Code section 17564,

Iv. REIMBURSA_BLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, on]y actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.

- Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the-
event or act1v1ty in question. Source documents may include, but are not limited to, employee
tu:ne records or time logs sign-in sheets, invoices, and receipts.

Ev1dence con'oboratmg the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, training packets, and
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing is

true and correct,” and must further comply with the requirements of Code of Cwﬂ Procedure .




section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:

A.  On-going Activities:

For written statements to the LAFCO, when required by the LAFCO, specifying the
functions or classes of service provided by the district, for the following time penods and
types of spheres of influence:

» July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates-any
sphere of influence or sphere of influence that includes a special district.

* On and after January 1, 2002 — when a LAFCO adopfs or updates a sphere of
influence for a special district:

1. Gather information from within the special district and from outside sources, as
needed to prepare the written statements.
2. Draft written statements and/erspheres-efinflueree, including but not limited to,

the initial draft, reviews and revisions as needed.

3. File written statements decumentation-with the LAFCO.

4,  Prepare for, attend, and present written statements desumentation-at LAFCO
meeting,

(Government Code section 56425, subdivision (h)(1) (subsequently renumbered to
subdivision (1)(1).)

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be sopported by source documentation as described i in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs aré those costs incurred spec1ﬁcally for the reimbursable activities. The followmg

direct costs are eligible for reu'nbursernent
1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.
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2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied. :

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit confract consultant and attorney invoices with the claim and a

- description of the contract scope of services. -

- 4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed.

5. Travel

Report the name of the employee traveling for the purpose of the reimbursable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules of cost
element A.1., Salaries and Benefits, for each applicable reimbursable activity.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or joint purpose, benefiting more than one
program, and are not directly assignable to a particular department or program without efforts -
disproportionate to the result achieved. Indirect costs may include both (1) overhead costs of the
unit performing the mandate; and (2) the costs of the central government services distributed to
the other departments based on a systematic and rational basis through a cost allocation plan,

Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in

the Office of Management and Budget (OMB) Circular A-87. Claimants have the option of —
using 10% of direct labor, excluding fringe benefits, or preparing an Indirect Cost Rate Proposal
(ICR.P) if the indirect cost rate claimed exceeds 10%.

" If the claimant chooses to prepare an ICRP, both the direct costs (as defined and descnbed in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the direct costs if they
represent activities to which indirect costs are properly allocable.
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The distribution base may be (1) total direct costs (excluding capital expenditures and other
distorting items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.

In calculating an ICRP, the claimant shall have the choice of one of the following
methodologies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dividing
the total allowable indirect costs (net of applicable credits) by an equitable
distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
which the total amount allowable indirect costs bears to the base selected.

V. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a reimbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter’ is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later. However, if no funds are appropriated orno -
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment .
of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit is commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING REVENUES AND REE&BURSEMENTS

Any offsets the claimant experiences in the same program as a result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service
fees collected, federal funds, and other state funds, shall be identified and deducted from this
claim. :

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

_Pursuaqt to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after

! This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.

&7




receiving the adoptéd parameters and guidelines from the Commission, to assist local agencies

" . and school districts in claiming costs to be reimbursed. The claiming instructions shall be

derived from the test claim decision and the parameters and gmdelmes adopted by the
Conumssxon

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the nght of the local agencies and school districts to file
rclmbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571. If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2.

X. LEGAL AND F ACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings'is found in
the administrative record for the test claim. The admunstratwe record including the Statement
of Decision, 1s on ﬁle with the Commission.
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Hearing: September 25, 2009 Exhibit E

j:mandates/2002/02tc23/psgsidsa

ITEM

PROPOSED PARAMETERS AND GUIDELINES
AS MODIFIED BY STAFF

DRAFT STAFF ANALYSIS
Government Code Sections 56425, Subdivision (i)(1) (formerly Subdivision (h)(1))
' Statutes 2000, Chapter 761 (AB 2838)

Local Agency Formation Commissions
02-TC-23

Sacramento Metropolitan Fire District, Claimant

EXECUTIVE SUMMARY

This program requires certain independent special districts to file written statements specifying
the functions or classes of service provided by those districts with local agency formation

. commissions {LAFCOs) during the following periods of time and circumstances:

e July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a speciai district.

¢ On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district.

On September 27, 2007, the Commission on State Mandates (Commission) adopted the
Statement of Decision for the Local Agency Formation Commissions program finding that the
test claim statute constitutes a new program or higher level of service and imposes a state-
mandated program on certain independent special districts within the meaning of article XIII B, -
section 6, of the California Constitution and Gevernment Code section 17514,

- Staff reviewed the claimant’s initial and revised proposed parameters and guidelines and the

comments received from Department of Finance. Non-substantive, technical changes were made
for purposes of clarification, consistency with language in recently adopted parameters and
guidelines, and conformity to the Statement of Decision and statutory language. Staff accepted
the revisions proposed by Department of Finance and agreed upon by the claimant to conform
the parameters and guidelines to the statute and the Statement of Decision.

There are two activities in dispute, Claimant proposed the activity of

Gathering information from within the special district and from outside sources, as
needed to prepare the written statements. :

Staff deleted this activity, The special districts are required to provide limited information to
LAFCOs that should be easily available to the districts. Therefore, this proposed activity goes
beyond the scope of the mandate.
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Claimant also proposed the activity of:
Preparing for, attending, and presenting documentation at LAFCO meetings.

Claimant states that is activity is reasonably necessary to carry out the mandate, and should be
reimbursed. : '

Staff deleted this activity because it goes beyond the scope of the mandate. There is no evidence
in the record to show that special districts are required to submit their written statements at
public LAFCO meetings, .

Staff Recommendation

Staff recommends that the Commission adopt the proposed parameters and guidelines, as
modified by staff, beginning on page 7.

Staff alse recommends that the Commission autherize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.
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Claimant

STAFF ANALYIS

Sacramento Metropolitan Fire District

Chronology

05/29/2003
07/0720/03
07/08/2003

07/18/2003
09/25/2003
06/28/2007
07/24/2007
07/25/2007

07/25/2007

08/09/2007
09/17/2007
09/27/2007
03/20/2008

06/25/2008

08/14/2008
09/12/2008
07/20/2009

Claimant files test claim with the Commission on State Mandates
(Commission)

Department of Finance requests extension of time to file comments on the
test claim

Commission staff approves extension of time to August 18, 2003, to file
comments

Department of Finance submits comments

Claimant submits response to Department of Finance comments
Cominission staff issues draft staff analysis

Department of Finance submits comments on draft staff analysis

Claimant requests extension of time to file comments on the draft staff
analysis

Commission staff approves extension of time to August 9, 2007, to file
comments on the draft staff analysis

Claimant files comments on the draft staff analysis

Commission staff issues final staff analysis

Commission adopts Statement of Decision

Commission staff notifies claimant that claimant’s proposed parameters and
guidelines were required to be submitted on November 2, 2007, and to date,
no parameters and guidelines have been filed

Commission staff notifies claimant that claimant’s proposed parameters and
guidelines have not been filed and requests claimant to advise if claum has
been abandoned

Claimant submits proposed parameters and guldehnes

Department of Finance files comments

Claimant responds to Finance comments and submits revised proposed
parameters and guidelines

Summary of the Mandate

This test claim addressed representation on the Sacramento County Local Agency Formation
Commission (“LAFCO”), changes to funding mechanisms for LAFCOs with independent special
district representation, and modifications to the process for LAFCOs to adopt and update the

“sphere of influence

’1]

for each local government agency within a county.

'On September 27, 2007, the Commission on State Mandates (Commlssmn) adopted the :
Statement of Decision for the Local Agency Formation Commissions program (02-TC-23).? The
Commission found that the test claim statute constitutes a new program or higher level of service
and imposes a state-mandated program on certain independent special districts within the

' “Sphere of influence” means a plan for the probable physical Bom;daries and service area of a
local agency, as determined by the LAFCO. (Gov. Code § 56076.)

2 Exhibit A.

71




meaning of article XIII B, section 6,' of the California Constitution and Government Code section
17514 for the following activities:

Requiring independent special districts to file written statements with the LAFCO specifying the
functions or classes of service provided by thase districts, for the following time periods and
types of spheres of influence:

» July I, 2001 through December 31, 2001 — when a LAF CO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

¢ Onand after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district.

The Commission also found that only those independent special districts that are subject to the
tax and spend limitations of article XIII A and article XIII B are eligible claimants.

The Commission concluded that Government Code section 56001 declares legislative findings
and is helpful to interpret the test claim statutes, but does not mandate any activities. The
Commission further concluded that Government Code sections 56326.5, 56381, 56381.6, 56425
(except subdivision (h)(1), subsequently renumbered to subdivision (i)(1)), 56426.5, and 56430,
and the Municipal Service Review Guidelines and Appendices developed by OPR, as pled, along
with any other test claim statutes, alleged executive orders, guidelines and allegations not
specifically approved above, do not mandate a new program or higher level of service subject to
article XIII B, section 6,

Discussion

Claimant submitted the proposed parameters and guidelines on July 20, 2009. On September
12, 2008, Departmcnt of Finance submitted comments on the claimant’s proposed parameters
and guidelines.* On July 20, 2009, claimant responded to Finance's comments, and submitted
revised proposed parameters and guidelines.’ Staff reviewed the claimant’s initial and revised
proposed parameters and guidelines and the comments received. Non-substantive, technical
changes were made for purposes of clarification, consistency with language in recently adopted
parameters and guidelines, and conformity to the Statement of Decision and statutory language. -

Substantive changes were made to the following sections of the claimant’s rev1sed proposed’
parameters and guidelines.

i Eligible Claimants Were Modified to Clarify that LAFCOs are Not Eligible Claimants

The Commission found that independent special districts participating in a LAFCO and which
are subject to the tax and spend limitations of articles XIII A and XIII B of the California
Constitution, and not LAFCOs, are eligible claimants. Therefore staff clarified that LAFCOs
are not eligible cla1mants

I Period of Rezmbursemenr Was Mod:ﬁed to Add One Year

Government Code sectlon 17557, ‘subdivision (e) states that a test clarm shall be submitted on-or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. This test
claim was file on May 29, 2003, establishing reimbursement for the 2001-2002 ﬁscal year.

3 Exhibit B.
4 Bxhibit C.
3 Exhibit D.
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The proposed parameters and guidelines state that reimbursement begins on July 1, 2002. Staff
corrected this sentence to clarify that reimbursernent begms on July 1, 2001

Estimated Claims

Prior to 2008, claimants were authorized to file estimated reimbursement claims for the current
fiscal year. In 2008, ABX3 8 (Stats. 2008, ch. 6) repealed the authority for claimants to file and
be paid for estimated reimbursement claims. Therefore, staff removed any references to
estimated reimbursement claims from this section of the proposed parameters and guidelines,

IV, Reimbursable Activities Were Narrowed

The claimants originally proposed the following reimbursable activities:

For written statements to the LAFCO, when required by the LAFCO, specifying the
functions or classes of service provided by the district, for the following time periods and
types of spheres of influence:

» July 1, 2001 through December 31, 2001 —when a LAFCO adopts or updates any
sphere of influence or sphere of mﬂuence that includes a spec1al district.

e Onandafter January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district:

1.

3,
4.

Gather information from within the special district and from outside sources, as
needed.

Draft statements and/or spheres of influence, including but not limited to, the
initial draft, reviews and revisions asmeeded.

File documentation with the LAFCQ.

Prepare for, attend, and present documentation at LAFCO meeting.

(Government Code section 56425, subdivision (h)(1) (subsequently renumbered to
subdivision (i)(1).)

Department of Finance commented that the language should be narrowed to clarify that
gathering information, drafting statements, and filing documentation is limited to written
statements. Finance also recommended that the term “spheres of influence,” and the activity of
_ preparing for, attending, and presenting documentation at LAFCC meetings, be deleted since
there is no statutory requirement to carry out these activities. ®

In its response to Finance’s comments, the claimant agreed that the language should be narrowed
to clarify that the activities are limited to the approved activity of submitting written statements
to the LAFCO. Therefore, the claimant submitted revised proposed parameters and guidelines
that included Finance’s suggested language as follows:

1.

__ Gather information from within the special district and from outside sources, as

needed to prepare the written statements.

Draft written statements &nd#er—sphe;eee{—tﬂﬂaeﬂee including but not limited to,

the initial draft, reviews and revisions as needed.
File written statements desuirentation with the LAFCO.

8 Exhibit C.
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4. Prepére fdr, attend, and present written statements deeuwmentatien at LAFCO
meeting, :

However, the claimant disagrees that the activity of preparing for, attendmg, and presenting
written statements at LAFCO meetings should be deleted. The claimant states that the
Commission’s regulations (2 CCR, § 1183.1, subd. (a)(4)) authorize reimbursement for activities
not found in statute, but reasonably necessary to carry out the mandate. The claimant argues that
presenting written statements at 2 LAFCO meeting is necessary to carry out the mandated
program. Claimant states that LAFCOs cperate in a manner similar to boards of supervisors, city
councils, and the Commission itself, in that the submitted written statements are submitted and
discussed at LAFCO hearings. Claimant also submits evidence in the record that there is no
requirement for district representatives to submit written statements at LAFCO-public meetings.
However, LAFCOs encourage attendance and that such attendance because it assists LAFCOs in
their decision-making process. Therefore, claimant concludes that the activity of preparing for,
attending, and presenting written statements at LAFCO meetings should be reimbursed. ’

Activities 2 and 3

Staff amended activity 2 and 3, as proposed by Finance and supported by the claimart, to clarify
that drafting and filing only pertains to the written statements approved in the Statement of -
Decision. Staff deleted the term “spheres of influence,” as recommended by Finance and the
claimant, because it goes beyond the scope of the mandate. LAFCOs conduct the sphere of
influence; not special districts.

Activities 1 and 4

Staff deleted activity 1. The spécial districts are required to provide limited information to
LAFCOs that should be easily available to the dlstncts Therefore, this proposed actmty goes
beyond the scope of the mandate.

Staff also deleted activity 4 because it goes beyond the scope of the mandate. There is no
evidence in the record to show that special districts are required to submit their written
statements at public LAFCO meetings.

Staff Recommend aﬁun

Staff recommends that the Commission adopt the proposed parameters and guidelines, as
medified by staff, beginning on page 7. '

Staff also recommends that the Commission authorize staff to make any non-substantive,
technical corrections to the parameters and guidelines following the hearing.

7 Exhibit D.
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l Proposed for Adoption: September 23, 2009

CLAIMANT’S REVISED
PROPOSED PARAMETERS AND GUIDELINES

AS MODIFIED BY STAFF

Government Code Sections-56001,-56326-5,-56381, 563816, 56425, Subdivision (1)(1) ( formerlv
Subdivision (h)(1)) erd-56430

Chapter439;-Statutes-o51051
‘Chapter 761, Statutes of 2000

- Local Agency Formation Commissions
02-TC-23

Sacramento Metropolitan Fire District, Claimant
I. SUMMARY OF THE MANDATE

On September 27, 2007, the Commission on State Mandates (Commission) adopted a Statement

of Decision finding that the test claim legislation imposes a partially reimbursable state-
| mandated program upon certain independent special districts within the meaning of article XIII
B, section 6 of the California Constitution and Government Code section 17514, Specifically,
the Commission found that only one statutory provision, Government Code section 56425,
subdivision (h) (subsequently renumbered to ‘subdivision (i)(1)),— constitutes a state-mandated
“new program or higher level of service” in an existing program. As—the—elaimantis—en
méepeﬁdeﬂt—speea-&l—dis%ﬂet—ﬂhe ﬁndmgs of for ﬂns test claun apply to mdependent specxal
districts enly—a e 3 5 rthermore
ﬁa:éepe-ﬂéeﬁt—speea-a&—éksmess-that are subject to the tax and spend 11rn1tat10ns of artwles XIII A
and XIII B of the California Constitution-ere-sligible—elaimants. Local agency formation

commissions (LAFCOs) are not eligible claimants. All other activities claimed for sphere of
influence reviews or municipal service reviews are either required of the LAFCO and not special
districts, or the activities are not mandated since the Mumc1pal Service Review Guldehnes and
Appendwes do not constitute executive orders.

75




The Commission approved this test claim for the following reimbursable activities:

Filing written statements with the LAFCO specifying the functions or classes of service provided
by independent special districts, for the following time periods and types of spheres of influence;

. July 1, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphexe of influence or sphere of influence that includes a special district.

e On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special dlStI‘lCt

IL ELIGIBLE CLAIMANTS

Any independent special district participating in the LAFCO which is subject to the tax and
spend limitations of articles XIII A and XIII B of the California Constitution and that incurs
increased costs as a result of this reimbursable state-mandated program is eligible to clalm
reimbursement of those costs. -LAFCOs are not eligible cla1mams

III. PERIOD OF REIMBURSEMENT

Government Code section 17557, subdivision (), states that a test claim shall be submitted on or
before June 30 following a given fiscal year to establish eligibility for that fiscal year. The
Sacramento Metropolitan Fire District filed the test claim on May 29, 2003, establishing eligibility
for reimbursement for fiscal vear 2001-2002. Therefore, costs incurred pursuant to Government
Code section 56425, subdivision (h) are reimbursable on or after July 1, 2001 206062,

Actual costs for one ﬁscal year shall be included i in cach clalm Hotimated-eosts-ofthe

- plieable, Pursuant to Government
Code sectlon 17561 subdmsmn (d)(l)(A) all clalms for reimbursement of initial fiscal year
costs shall be submitted to the State Controller within 120 days of the issuance date for the
claiming instructions. '

If the total-costs for a glven fiscal year do not exceed $1,000, no re1rnburscment shall be allowed
except as otherwise allowed by Government Code section 17564,

IV.. REIMBURSABLE ACTIVITIES -

To be ehg1ble for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to worlksheets, cost
allocation reports (System generated), purchase orders, contracts, agendas, traiping-paeketsrand
declarations. Declarations must include a certification or declaration stating, “I certify (or
declare) under penalty of perjury under the laws of the State of California that the foregoing 1s
frue and correct,” and must further comply with the requirements of Code of Civil Procedure
section 2015.5. Evidence corroborating the source documents may include data relevant to the
reimbursable activities otherwise in compliance with local, state, and federal government
requirements. However, corroborating documents cannot be substituted for source documents.
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The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant, the following activities are reimbursable:

A On-going Activities:

Sﬁbmitting Eerwritten statements to the LAFCO, when required by the LAFCO, specifying
the functions or classes of service provided by the dlstrlct for the following time periods and
types of spheres of 1nﬂuence

¢  Julyl, 2001 through December 31, 2001 — when a LAFCO adopts or updates any
sphere of influence or sphere of influence that includes a special district.

. On and after January 1, 2002 — when a LAFCO adopts or updates a sphere of
influence for a special district:

F——G&ﬂ&ﬁ—ﬂ#&%&&m&%ﬁﬁ%ﬁﬂ%ﬁpe&%ﬁ&&%&&é—ﬁ%@&tﬁéﬁ

12. Dxaft wrltten statements including but not limited to, the initial draft,
reviews and revisions as needed.
23, File written statements with the LAFCO.

{Government Code section 56425, subdivision (h)(1) (subsequcntly renumbered to
subdlwsmn 1))

V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV, Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source-documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner. ‘

A. Direct Cost chorting

Direct costs are those costs incurred specifically for the reimbursable act1v1tles The following
direct costs are eligible for reimbursement.

1. Salarjes and Beneﬁt_s

Report each employee implementing the reimbursable activities by name, job..
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price
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after deducting discounts, rebates, and allowances received by the claimant. Supplies
that are withdrawn from inventory shall be charged on an appropriate and recognized
method of costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the confract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a
description of the contract scope of services. '

4. Fixed Assets and Equipment

Report the purchase price paid for fixed assets and equipment (including computers)
necessary to implement the reimbursable activities. The purchase price includes taxes,
delivery costs, and installation costs. If the fixed asset or equipment is also used for
purposes other than the reimbursable activities, only the pro-rata portion of the purchase
price used to implement the reimbursable activities can be claimed..

5. Travel

Report the name of the employee trave]mg for the purpose of the reimbur sable activities.
Include the date of travel, destination point, the specific reimbursable activity requiring
travel, and related travel expenses reimbursed to the-employee in compliance with the
rules of the local jurisdiction. Report employee travel time according to the rules-of cost
element A.1., Salaries and Benefits, for each applicable reimbursable activity.

B. Indirect Cost Rates

Indirect costs are costs that are incurred for a common or _]OlIlt purpose, beneﬁnng more than one
programi, and are not directly assignable to a particular department or program without efforts -
disproportionate to the result achieved. Indirect costs may include both (1) overhead costs of the

unit performing the mandate; and (2) the costs of the central government services distributed to

the other departments based on a systematic and rational basis through a cost allocation plan.

" Compensation for indirect costs is eligible for reimbursement utilizing the procedure provided in
the Office of Management and Budget (OMB) Circular A-87. Claimants have the option of

using 10% of direct labor, excluding fringe benefits, or preparing an Inchrect Cost Rate Proposal

(ICRP) if the indirect cost rate claimed exceeds 10%.-

If the claimant chooses to prepare an ICRP, both the du'ect costs (as defined and described in
OMB Circular A-87 Attachments A and B) and the indirect costs shall exclude capital
expenditures and unallowable costs (as defined and described in OMB Circular A-87
Attachments A and B). However, unallowable costs must be included in the du-ect costs if they
represent activities to which indirect costs are properly allocable. -

The distribution base may be (1) total direct costs (excluding capital expendltures and other
distorting items, such as pass-through funds, major subcontracts, etc. ), (2) direct salaries and
wages, or (3) another base which results in an equitable distribution.
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In calculating an ICRP, the claimant shall have the choice of one of the following
methodelogies:

1. The allocation of allowable indirect costs (as defined and described in OMB Circular
A-87 Attachments A and B) shall be accomplished by (1) classifying a department’s
total costs for the base period as either direct or indirect, and (2) dividing the total
allowable indirect costs (net of applicable credits) by an equitable distribution base.
The result of this process is an indirect cost rate which is used to distribute indirect
costs to mandates. The rate should be expressed as a percentage which the total
amount allowable indirect costs bears to the base selected; or

2. The allocation of allowable indirect costs (as defined and described in OMB. Circular
A-87 Attachments A and B) shall be accomplished by (1) separating a department
into groups, such as divisions or sections, and then classifying the division’s or
section’s total costs for the base period as either direct or indirect, and (2) dw1dmg
the total allowable indirect costs (net of apphcable credits) by an equitable

 distribution base. The result of this process is an indirect cost rate that is used to
distribute indirect costs to mandates. The rate should be expressed as a percentage
which the total amount allowable indirect costs bears to the base selected.

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5, subdivision (a), a relmbursement claim for actual
costs filed by a local agency or school district pursuant to this chapter’ is subject to the initiation
of an audit by the Controller no later than three years after the date that the actual reimbursement
claim is filed or last amended, whichever is later, However, if no funds are appropriated or no
payment is made to a claimant for the program for the fiscal year for which the claim is filed, the
time for the Controller to initiate an audit shall commence to run from the date of initial payment
- of the claim. In any case, an audit shall be completed not later than two years after the date that
the audit 1s commenced. All documents used to support the reimbursable activities, as described
in Section IV, must be retained during the period subject to audit. If an audit has been initiated
by the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VII. OFFSETTING REVENUES AND REIMBURSEMENTS

Any offsets the claimant experiences in the same progran as 2 result of the same statutes or
executive orders found to contain the mandate shall be deducted from the costs claimed. In
addition, reimbursement for this mandate from any source, including but not limited to, service

fees collected, federal funds, and other state funds shall be identified and deducted from this
claim.

VIII. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558, subdivision (b), the Controller shall issue claiming
instructions for each mandate that requires state reimbursement not later than 60 days after
receiving the adopted parameters and guidelines from the Commission, to assist local agencies
and school districts in claiming costs to be reimbursed. The claiming instructions shall be

' This refers to Title 2, division 4, part 7, chapter 4 of the Government Code.
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derived from the test claim decision and the parameters and guidelines adopted by the

Commission. ' .

Pursuant to Government Code section 17561, subdivision (d)(1), issuance of the claiming
instructions shall constitute a notice of the right of the local agencies and school districts to file
reimbursement claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming

~ instructions issued by the State Controller or any other authorized state agency for
reimbursement of mandated costs pursuant to Government Code section 17571, If the
Commission determines that the claiming instructions do not conform to the parameters and
guidelines, the Commission shall direct the Controller to modify the claiming instructions and
the Controller shall modify the claiming instructions to conform to the parameters and guidelines
as directed by the Commission. -

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557, subdivision (d), and California Code of Regulations, title 2, section 1183.2,

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The Statement of Decision is legally binding on all parties and provides the legal and factual
basis for the parameters and guidelines. The support for the legal and factual findings is found in
the administrative record for the test claim. The administrative record, including the Statement .
of Decision, 1s on file with the Commission.
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- © SEP 02 2009

COMMISSION ON
STATE MANDATES

RESPONSE TO DRAFT STAFF ANALYSIS
ON PROPOSED PARAMETERS AND GUIDELINES

Government Code Section 56425, subdivision (i)(1)
(formerly subd. (h) (1)

Statutes 2000, Chapter 761 (AB 2838)

Local Agency Formation Commissions
02-TC-23

Sacramcnto'Metroi;iblitan Fire District, Claimant

Test claimant Sacramento Metropalitan Fire District (hereinafter “District™)
submits the following in response to the Draft Staff Analysis issued August 12, 2009,

Commission Staff recommends adoption of only two of the four proposed reimbursable -
activities.

Staff deleted the activity of gather information from within the special district and from
outside sources, as needed to prepare the written statements on the ground that the
limited information “should be easily available” so the “activity goes beyond the scope of
the mandate.” Staff also deleted the activity of prepare for, attend, and present written
statements at LAFCO meeting on the ground that “it goes beyond the scope of the
mandate” since there is no evidence “that special districts are required to submit their
written statements at public LAFCO meetings,”

Both stated grounds turn on the issues of the scope and requirements of the mandate ..
statute. The statute admittedly does not address the preparation for the drafting of the ™
required written statement nor does it require attendance at the LAFCO hearing. These
points, however, are moot as activities outside the scope or not required are no bar to
their consideration at the parameters and guidelines stage of the pmceedmgs As stated

in rcgulauon, in pertment part:
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(2) The parameters and guidelines shall describe the claimable
rem:tbursable costs and contain the following information:
L

(4) Reimbursable Activities. A description of the specific costs and

types of costs that are reimbursable, including one-time costs and

op-going costs, and a description of the most reasenable methods of-
* complying with the mandate. "The most reasonable methods of

complying with the mandate" are those_methods not specified in

statute or executive order that are necessary to carry out the

mandated program. (2 CCR § 1183.1, subd. (a)(4)) (Emphasis
added.)

Thus, inclusion of activities beyond those mandated is envisioned in and supported by the

regulations and the resulting discussion should be in tetms of necessity and
reasonableness.

1. Gather information from within the special d1stnet and from outside sources, as
needed to p_repare the written statement

Staff concludes with little dmcusmon, that the hmlted mformatlon that special dlstrlct‘
need for their written statements “should be easily available™ so the “activity goes beyond
- the scope of the mandate.” As noted above, whether something is beyond the scope of
the mandate is not relevant at this stage of the proceeding.

* The issue before us is whether gatheﬁng information before drafting a required written
statement is the most reasonable method for complying with the statute such that it is

necessary to carry out the mandated program. Test Claimant answers this question in the
affirmative. - ‘ : : :

Few, if any, of us can sey that ‘we could, without gathering any information, draft a
* written statement concermng our respective businesses or departments. Even if one can
name all the services their business or depertment provides without assistance, there
remain questions about what was filed before, what do other districts file, who drafted the
prior document, the format of the document, or the method of filing. This information is
not only necessary to the drafting and filing of the written statement, it is also the most
reasonable method of compliance as it allows for accurate drafting and the mere updating

of any prior statement. Thus time spent gathering mformatxon can yield time saving in
the process of drafnng that statement. :

2. Prepare fc-r, atteng and present written statements at LAFCO meetmg

Staff concludes that prepanng and attendmg the LAF CO meetmg where the LAFCO is
considering the district’s written statements is not reimbursable since “it goes beyond the
scope of the mandate” as there is no evidence “that special districts are required to submit
their written statements at pubhc LAFCO meetings.” Whether something is required as
part of the mandate is the issue at the initial hearing. Since this portion of the LAFCO
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test claim has already been found by this Comrnission to be a state mandate, as stated
above, discussion of requirements is not relevant at this stage of the proceeding.

The issue before us is whether preparing for and attending the LAFCO meeting where the
statements are to be considered is the most reasonable method for complying with the
statute such that it is necessary to carry out the mandated program. Test Claimant
answers this question in the affirmative.

As Test Claimant has already stated and supported in the record, LAFCQOs operate in a
manner similar to Boards of Supervisors, City Councils, and even this Commission, in
that the discussion of matters on the agenda with representatives before a final decision is
reached is usual and customary. In looking at whether attendance at meetings is
“necessary to carry out the mandate program”, the analysis takes us to the sine qua non of
the mandate: communication with the LAFCO so it can carry out its. responsibilities in
compliance with law,

Government Code section 56425, subdivision (a) states:

In order to carry out its purposes and responsibilities for planning
and shaping the logical and orderly development and coordination of
local governmental agencies so as to-advantageously provide for the
present and future needs of the county and its communities, the
commission shall develop and determine the sphere of influence of
each local governmental agency within the county and enact policies

. designed to promote the logical and orderly development of areas
within the sphere,

-~ To further this purpose, the mandate legislation, Government Code section 56425,
subdivision (h)(1) (subsequently renumbered to subdivision (i)(1)) “requires independent
special districts to file written statements with the LAFCO, specifying the functions or
classes of service provided by those districts ... when a LAFCO adopts or updates a gphere of
influence for a special district...” This Commission found that this activity is a
reimbursable state mandate., Filing statements is a method by which agencies
communicate with their LAFCO. This communication requires the preparation of the
statements to be filed, the drafting and filing of statements and, to bring the matter to its
_natural close, the appearance at the public meeting where those written statements are
discussed and reviewed by the LAFCO. Since these discussions can raise questionms,
- delineate unforeseen issues and lead the LAFCO in new directions, written statements
alone are not always sufficient for the LAFCO to complete its business. -

Conclusion;

Staff applied the wrong standard of proof and-then concluded in error that two activities
should be deleted. “As based upon the argument, supra, the District requests that the

Commission reinstate the two adopting the activities as set forth in the Claimant’s
Rewsed Parameters and Guidelines.
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CERTIFICATION

I decla:re under penalty of perjury under the laws of the State of California that the .
statements made in this document are true and correct, except as to those matters stated '
upon information and belief and as to those matters, I believe them to be true.

Executed this Jcf day of September, 2009, at Sacramento, California, by:

Sacramento Metropolitan Fire District
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PROOF OF SERVICE BY MAIL
I, the undersigned, declare as follows:
I am a resident of the County of Sacramento, and I ain over the age of 18 years and not a
party to the within action. My place of employment is 3130 Kilgore Road, Suite 400,
Rancho Cordova, CA 95670. .

On September 3, 2009, I served:

RESPONSE TO DRAFT STAFF ANALYSIS
ON PROPOSED PARAMETERS AND GUIDELINES

Government Code Section 56425, subdivision (i)(1)
(formerly subd. (h) (1)

Statutes 2000, Chapter 761 (AB 2838)
Local Agency ;F'ornzclztion Commissions
- 02-TC-23
Sacramento Metropolitan Fire District, Claimant_
by placing a true copy thereof in an enveloﬁe addressed to each of the persons listed on

the mailing list attached hereto, and by sealing and depositing said envelope in the United
States mail at Rancho Cordova, California, with postage thereon fully prepaid.

I declare under penalty of perjury under the laws of the State of California that the '

foregoing is true and correct, and that this declaration was executed this 3rd day of
September, 2009, at Rancho Cordova, California.

/%WL/

Dec arant
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* Legislative Analyst’s Office
Attention: Marianne O’Malley
625 L Street, Suite 1000
Sacramento, CA 95814

Ms. Susan Geanacou
Department of Finance
915 L Street, Suite 1190
Sacramento, CA 95814

Ms. Ginny Brummels .
State Controller’s Office, Accounting & Reporting
3301 C Street, Suite 300
Sacramento, CA 95816

Ms. Jesse McGuinn -
Department of Finance
915 L Street, 8th Floor
Sacramento, CA 95814

Mr. Leonard Kaye, Esq.

County of Los Angeles
Auditor-Controller’s Office

500 West Temple Street, Room 603
Los Angeles, CA 90012

Mr. Robert Miyashiro :
Education Mandated Cost Network
1121 L Street; Suite 1060
Sacramento, CA- 95814

Mz, Keith B. Peterson, President
Six Ten and Associates
5252 Balboa Avenue; Suite 807
San Diego, CA 92117

Mr. Emie Silva |

League Of California Cities o o o - | :
1400 K Street _ o ST T T T e
- Sacramento, CA 95815

Ms. Annette Chinn

Cost Recovery Systems, Inc.
705-2 East Bidwell Street, #204 .
Folsom, CA 95630
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Mr. Steve Shields

Shields Consulting Group, Inc.
1536 36th Street

Sacramento, CA 95816

Mr., David Wellhouse

David Wellhouse & Associates, Inc.
9175 Kiefer Blvd., Suite 121
Sacramento, CA 95826

Ms. Alexandra Condon
California Teacher’s Association
6 Red River Court -
Sacramento, CA 95831-3036

Mir. Arthur Palkowitz

San Diego Unified School District
4100 Normal Street, Room 3209
San Diego, CA 92103-8363

Mr. Gerald Shelton

California Department of Education
Fiscal & Administrative Services Division
1430 N Street, Suite 2213

Sacramento, CA 95814

Ms. Bonnie Ter Keurst

County of San Bernardino

Office of the Auditor/Controller-Recorder
222 West Hospitality Lane

San Bernardino, CA 92415-0018

Mr: J. Bradley Burgess

Public Resource Management Group
1380 Lead Hill Blvd., Suite 106
Roseville, CA 95661

Mr. Geoffrey Neill

California State Association of Counties
1100 K Street, Suite 101

Sacramento, CA 95814-3941
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