September 18, 2017

Honorable Kevin R. Culhane Via Electronic & U.S. Mail
Presiding Judge

Superior Court of California, County of Sacramento

720 Ninth Street, Department 47

Sacramento, CA 95814

Sacramento County Grand Jury

720 Ninth Street, Room 611

Attention: Becky Castaneda, Grand Jury Coordinator
Email: castanb@saccourt.com

Sacramento County Clerk/Recorder
P. O. Box 839
Sacramento, CA 95812-0839

Re:  Sacramento Local Agency Formation Commission (LAFCo) Response to
Findings of the Sacramento County Grand Jury 2016-2017 Final Report,
Dated June 20, 2017

Dear Presiding Judge Culhane and Ms. Castaneda:

The Sacramento Local Agency Formation Commission (LAFCo) respectfully responds to
the Sacramento County Grand Jury 2016 — 2017 Final Report; Recommendations and Findings
from Pages 9 through 18, dated June 20, 2017, as follows:

R1. MSRs should be completed for all special districts every five years. (F1.
Sacramento LAFCo does not perform MSRs in a timely manner.)

We do not concur with the Grand Jury initial finding that the Sacramento LAFCo was not
completing Municipal Services Reviews (MSRs) in a timely manner. We believe that the Grand
Jury reviewed the Sacramento LAFCo website for its data source which either wasn’t properly
functioning on the day the search was done or the search engine was not engaged as the Grand
Jury’s factual data is in error. We believe that some MSRs on the website are located under the
project title. We will work with Sacramento County IT to remedy any issue by December 2017.
Sacramento LAFCo has completed all but two of the MSRs for water service providers. The
remaining two are in progress. (See Table A below.)

Donald J. Lockhart, Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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Table A
Summary of MSR Status
(September 6, 2017)
The attached list summarizes the status of service providers
regarding MSRs - both completed and those currently in
progress.
Summary of Municipal Service Reviews Completed and In Progress
(Municipal Service Providers)
DISTRICT \ MSR STATUS

1. American River Flood Control District Complete
2 Reclamation District No. 1000 Complete
3 Pacific Fruitridge Fire District Complete
4 Natomas Fire District Complete
5 Sacramento Municipal Utility District (SMUD) Complete
6 SMUD Rancho Seco Water Complete
7 Sacramento Metro Fire District Complete
8 Arcade Creek Recreation and Park District Complete
9 Arden Manor Recreation and Park District Complete
10 Arden Park Recreation and Park District Complete
11 Fair Oaks Recreation and Park District Complete
12 Carmichael Recreation and Park District Complete
13 Cordova Recreation and Park District Complete
14 Fulton EI Camino Recreation and Park Complete
15 Mission Oaks Recreation and Park District Complete
16 North Highlands Recreation and Park Complete
17 Rio Linda Elverta R&P District Complete
18 Southgate Recreation and Park District Complete
19 Orangevale Recreation and Park District Complete
20 Sunrise Recreation and Park District Complete
21 Cosumnes Community Services District Complete
22 Elk Grove Cosumnes Cemetery District Complete
23 Fair Oaks Cemetery District Complete
24 Sylvan Cemetery District Complete
25 Galt-Arno Cemetery District Complete
26 Sacramento-Yolo Mosquito District Complete
27 Sacramento Area Sewer District Complete
28 Sacramento Regional County Sanitary District Complete
29 Reclamation District No. 1000 Complete
30 Isleton See Note 1 below

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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31 City of Rancho Cordova Complete
32 City of Citrus Heights See Note 2 below
33 City of Elk Grove Complete -Update in
progress
34 Herald Fire District Update In Progress
35 Wilton Fire Protection District Complete
36 Courtland Fire Protection District Complete
37 River Delta Fire Protection District Complete
38 Delta Fire Protection District Complete
39 Walnut Grove Fire Protection District Complete
TABLE A NOTES:

1. The City of Isleton is presently engaged with Mintier and Assoc. planning consultants in the
implementation of a SACOG Community Design Grant. This involves various long range planning
services, including completion of the General Plan Housing Element and an Economic Sustainability
Plan. The process is anticipated to be completed by Dec. 2018. This may provide an adequate policy
foundation for LAFCo to complete the City of Isleton MSR. There are no active proposals affecting
Isleton. Water service is provided by Cal Am Water Co., an investor owned utility not subject to
LAFCo purview.

2. Citrus Heights is a contract city. LAFCo staff continues to work with City of Citrus Heights staff
to complete the Administrative Draft MSR, in order to bring a Draft MSR to the Commission for
consideration. There are no active proposals affecting Citrus Heights. Various special districts
provide services to the City of Citrus Heights. Municipal Service Reviews have been completed for
water service provided by Citrus Heights Water District and Sac Suburban WD, recreation and park
services provided by Sunrise R&P District, fire service provided by Sac Metro Fire District, sanitary
sewer services provided by SASD and Regional San, electric service provided by SMUD, cemetery
services provided by Sylvan Cemetery District and services provided by Sacramento-Yolo Mosquito
and Vector Control District. A portion of the City is also served by Cal Am Water Co., an investor
owned utility not subject to LAFCo purview.

Water Providers - Cities and Special Districts

40(1) Carmichael Water District Complete
41 (2) Citrus Heights Water District Complete
42 (3) Sacramento Suburban Water District Complete
43 (4) Fair Oaks Water District Complete
44 (5) San Juan Suburban Water District Complete
45 (6) Florin County Water District In Progress
46 (7) Del Paso Manor Water District Complete
47 (8) Rio Linda Elverta Comm. Water District Complete
48 (9) Rancho Murieta CSD (Water Service only) In Progress
49 (10) | Florin Resource Conservation District Complete
(Elk Grove Water Service)
50 (11) | El Dorado Irrigation District (EI Dorado County) Complete

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
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51 (12) | City of Sacramento Complete
52 (13) | City of Folsom Complete
53 (14) | City of Galt Complete

Water Providers - Not Subject to LAFCo Review

1 (15) Cal Am Water Company CPUC

2 (16) Sacramento County Water Agency (SCWA) County BoS
3(17) Fruitridge Vista Water Company CPUC

4 (18) Natomas Central Mutual Water Company CA DWR
5(19) Orangevale Mutual Water Company CA DWR

6 (20) Southern CA Water Company CPUC
7(21) | Tokay Park Mutual Water Company CA DWR

8 (22) Sac International Airport SMF

Other Non-Municipal Water Service Providers

9 (23) Clay Water District Ag services
10 (24) | Galt Irrigation District Ag services
11 (25) | Omochumne-Hartnell Water District Ag services

Ag Services entail that the district may either directly, or through contract with other agencies, provide drainage, flood
control, sewer maintenance, non-potable irrigation and groundwater recharge services.

The Grand Jury was also in error when it stated that “MSRs for other types of districts in
the county have not been completed.” The above table shows the districts and status of the related
MSRs. This information is on the Sacramento LAFCo website (www.saclafco.org). While there
are a few MSRs that have not been completed, the number is very small. There are reasons for
this situation (See Table A Notes above).

R2.  The questionnaire sent to special districts at the start of the MSR process must be
updated to address all of the current requirements in the law, as well as specific
issues that are important to this region and problems that have been identified in
prior reviews. (F2. The questionnaire used by Sacramento LAFCo is out of date
and incomplete.)

The Grand Jury doesn’t state what elements are out of date and refers to the August 2003,
Office of Planning and Research (OPR) Guidelines. The Sacramento LAFCo questionnaire is
consistent with these guidelines, and was most recently updated in 2016. However, Sacramento
LAFCo will compare its MSR questionnaire with the OPR Guidelines and make changes to better
clarify questions and analysis. This will be accomplished by December 2017.

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
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R3.  The content of MSRs should be improved to provide for more independent analysis
of the issues facing Sacramento County with regard to water quality, infrastructure
maintenance, conservation, storage and delivery. (F3. The content of MSRs is
inadequate, failing to include analysis and findings to support conclusions and
consideration of regional issues.

The Grand Jury found that the content, of the MSRs completed by LAFCo are inadequate.
The Grand Jury reviewed water district MSRs to make this conclusion. They found that they are
not “comprehensive, contain conclusions and are done in a boilerplate fashion.” They found the
analysis “limited.” Sacramento LAFCo uses a format for MSR review that was developed by the
Commission following two major workshops conducted in 2004, after the Office of Planning and
Research completed its Guidelines. (See Attachment 1.) During this workshop the Commission
determined that the role of Sacramento LAFCo in evaluating public entities through the MSR
process should be a collaborative process. (See Attachment 1.) As a consequence the analysis
provided in the MSR relies on information provided to LAFCo. In its review LAFCo examines
the financial and service needs of the Agency, and if there are deficiencies we work with the
Agency to correct them.

The Grand Jury concluded that the MSR process is better served by having professional
outside experts particularly water experts prepare the MSRs. (See Sacramento County Grand Jury
2016-2017 Final Report, p. 14.) This is a budget issue for the Commission but it is important to
note that Sacramento LAFCo has been very active in terms of consolidation of districts to provide
more efficient and effective services. By way of example Sacramento LAFCo was instrumental
in the consolidation of Northridge Water District and Arcade Water District into the Sacramento
Suburban Water District, in the year 2002. In 2000 Sacramento LAFCo facilitated the merger and
consolidation of the Sacramento Metropolitan Fire District and Sacramento County Fire District.
It is very difficult and usually takes years to accomplish the merger of special districts. It requires
cooperation from the districts as well as financial resources. We continually look for opportunities
to provide more efficient services at a reasonable cost. After discussion with the Commission, we
do not concur that MSRs are inadequate or need to be improved, but as stated in the response to
R2, we will review the questionnaire and OPR Guidelines and make any necessary adjustments by
December 2017.

R4. MSRs must analyze required information on environmental justice issues. (F4.
MSRs do not contain required analysis of environmental justice issues.)

This particular finding of the Grand Jury is based upon the fact that the questionnaire asks
the required information, but the Grand Jury determined that the MSR analysis was not adequate.
(See Sacramento County Grand Jury 2016-2017 Final Report, p. 15) We believe the reason is that
environmental justice issues were answered adequately. However in the future Sacramento
LAFCo will add a clarifying statement with its analysis to be sure that this issue is resolved. This
is an issue where while we do not concur we shall take steps to clarify the issue in future MSRs.

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
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R5. Sacramento LAFCo should hire experts to assist in the preparation of MSRs. (Fb5.
Sacramento LAFCo does not retain experts to help perform MSRs, particularly in
the water area.)

Sacramento LAFCo does not retain experts to perform MSRs. As noted by the Grand Jury
this is a decision for the Sacramento LAFCo Commission. However, Sacramento County sits at
the confluence of two of the major rivers providing water to millions of Californians. There are a
myriad of agencies in Sacramento which deal with water issues and its accompanying
controversies. Sacramento LAFCo regularly provides the Commissions with presentations from
the water community including the Sacramento Groundwater Authority, The Water Forum,
various water providers, and the CA Department of Water Resources. Also, Sacramento LAFCo
posts all Draft MSRs @www.saclafco.org for public and peer agency review prior to Commission
consideration of the Final MSR. The Commission has separate policies on water issues that must
be examined in all applications (see Section IV — General Standards and Section V — Specific
Standards by Type of Action). We do not concur that the staff does not have the expertise to
complete MSRs.

R6.  Sacramento LAFCo’s process for conducting MSRs on water districts should be
conducted on a regional or geographic basis, including county service areas and
private water companies so that appropriate analysis of consolidation,
reorganization possibilities and sensible integration efforts are seriously evaluated.
(F6. Sacramento LAFCo fails to use its authority to look at county and private water
entities and provide recommendations regarding sensible integration of water
supply and water quality solutions on a regional basis.)

We do not concur with this statement. LAFCo’s do not have jurisdiction over private water
companies. The California Public Utilities Commission has jurisdiction over regulating investor
owned, private water companies (Cal. Pub. Util. Code § 2705) and the State Water Resources
Control Board (SWRCB) recently was granted authority to review such entities as well. (See
CPUC Annual Report 2016.) Further, staff from CALAFCO reiterated this point in its presentation
to the Little Hoover Commission in 2013 stating, “...agencies that are not under LAFCo
jurisdiction, such as mutual water companies and private providers.” (See Page 15 of the State of
California Little Hoover Commission Hearing on Special Districts, dated August 25, 2016.; see
also Gov’t Code 88§ 56430 and 56425.)

R7. A performance audit of Sacramento LAFCo’s MSR program should be conducted
to assist the staff to identify ways to meet statutory requirements and achieve better
outcomes within existing resources. (F7. Sacramento LAFCo’s budget does not
support the best use of resources to accomplish its mandatory requirement to
complete quality MSRs in a timely manner.)

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
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We do not concur with this recommendation because the factual data relied upon by the
Grand Jury was in error. Sacramento LAFCo has completed its MSRs in a timely manner and
does not agree that an MSR must be completed on every agency every five (5) years. The statutory
language states that MSRs should be completed every five (5) years “as necessary.” However, we
will discuss with the Commission whether we should apportion resources to do updates more often.
We will decide this action by December 2017.

R8.  The Sacramento LAFCo Commission should adopt an annual plan, provide better
direction to its staff and require that an annual performance review be conducted
for each staff member. (F8. The LAFCo Commission does not adopt an annual
plan or provide adequate direction to its staff, nor does it conduct annual reviews
of staff performance.)

Sacramento LAFCo concurs with this recommendation in that it will provide an annual
work plan in its budget report. As for the annual performance review, we do not concur as the
Executive Officer is an at-will employee employed through a contract with the City of Sacramento.
A performance audit for all positions was completed in May of 2017. Sacramento LAFCo will
perform performance reviews as deemed necessary by the Commission.

R9.  Sacramento Ground Jury Final Report 2016-2017 - Herald Fire District Update,
Pages 23-27 - Sacramento LAFCo should complete an MSR for the District not
later than the end of Fiscal Year 2017 — 2018 either as a separate entity or as part
of a general review of fire district services in the southern part of the County. (F4.
SAC LAFCo never completed the MSR of the Herald Fire Protection District that
it agreed to conduct in response to the 2013 — 2014 grand jury report.)

As stated previously, Sacramento LAFCo views the MSR as a collaborative process. The
difficulty with the Herald Fire District is that it is primarily an all-volunteer District and its audits,
which were initiated in 2014 are still not completed. The difficulty in receiving information from
certain Districts is well understood in the LAFCo process and by the Grand Jury. What the Grand
Jury did not do, however, was talk to LAFCo about this apparent problem. If they had, we would
have had the opportunity to demonstrate the efforts LAFCo has taken since the Grand Jury Report
of 2014.

Sacramento LAFCo has closely monitored the Herald Fire District forensic and
performance audits. We work with the District through correspondence and meetings. We
provided staff reports to the Commission on eighteen (18) occasions over the last 3 years. (See
Attachment 4.) The forensic audit was completed in 2016 and the financial audit is ongoing, with
anticipated completion by October, 2017. We concur that the MSR should be completed. We
intend to complete it by December 2017.

Donald J. Lockhart AICP, Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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Sacramento Local Agency Formation
Commission

May 8, 2004




MSR Values

e Cooperative and Collaborative
e Outreach to All Affected Agencies
e Encourage Public Participation

® Focus on positive outcomes and benefits for
- both

e Districts/Cities
e Community/Citizens




MSR Goals

e [nformation tools for decision-making for the
public, county, cities, & special districts

e Promote orderly growth and development of
appropriate areas

® Encourage infill development and preservahon of
ag and open space |

® | earn about service issues and needs

® Plan for infrastructure to support prOJected
growth




MSR Goals

e Analyze both Regional and Local Service
Delivery Issues

® Develop support network for districts/cities

® Develop strategies to avoid unnecessary

services, overlap or duplication and identify gaps
In service delivery




MSR Goals

e Provide ideas about opportunities to streamline
services through sharing facilities, modify
government structures, Joint Power/Service
Agreements, or integrated land use plannlng and
service delivery programs

® Promote shared resource acquisition, msurance
policies, joint funding, purchasing, etc.
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e Use MSR for decision making
e Sphere of Influence updates
e Annexations
e Reorganizations
e Boundary Adjustments
e Formation of New Districts
e Exercise Latent Powers




Process

e Build on existing provider information
e Budget

e Master Plans

e Capital Improvement Plans
e Policies and Procedures




Process

e Involve affected agencies, stakeholders, and the
public
® Analyze how services are provided at:
e District/City Level
e Community Level
° County/RegionaI Level




MSR Principles

® Achieve analysis with a reasonable outlay of
resources and time

e Conduct studies in a fair and objective manner




LAFCO’s Role

e Assess the ability and capacity of service prowders to
provide an adequate level of service based on
community standards, local needs, available resources
and projected growth |

e Are Services Cost Effective and Efficiently prowded’?

e Evaluate the service provider and the service dellvery
system |

e Balance the needs of the community and region




LAFCo Statutory Requirements

e GC Section 56430- Required to conducta
Municipal Service Review of services provided in
the County or other designated area, region, or
sub-region as is appropriate for service or
services to be reviewed.




LAFCo Statutory Requirements

e J - Statement of Determinations (equal vaIue):

R o

Infrastructure needs and deficiencies
Growth and population projections
Financing constraints and opportunities
Cost avoidance opportunities
Opportunities for rate restructuring
Opportunities for shared facilities




LAFCo Statutory Requirements

e Statement of Determinations (cont.):

/. Government structure options, including |
advantages and disadvantages of consohdatlon or
reorganization of service providers |

8. Evaluation of management efficiencies
9. Local accountability and governance




1. Infrastructure Needs and

Deficiencies

e Assess condition and quality of infrastructure

® Assess existing and future capacity needs

® Assess maintenance programs for infrastructure
® Assess overlaps and gaps with other providers




2. Growth and Population

Projections

® Base line population

e Future Growth Projections of service area/reg|on
® Projected demands for service

e Compatibility with other service providers




3. Financing Constraints and
Opportunities

® Review existing funding sources
e Baseline financial status
e Status, amount, and purpose of reserves

e |dentify potential funding sources and revenue
streams |

e Rate and fee analysis of agency

e Comparative rate and fee analysis wnth S|m|Iar
providers




4. Cost Avoidance Opportunities

e |[dentify duplication and overlap in services

® |dentify opportunities to reduce overhead and
operational costs |

® |dentify opportunities to eliminate redundancy of
infrastructure




5. Opportunities for Rate

Restructuring

e History of rates
e Rate and fee methodology
® Projected rate increases

e |mpact of projected growth on rates and rate
payers

® |[mpact of capital improvements on rates




6. Opportunities for Shared

Facilities

® [dentify existing shared facilities and resources

e |dentify potential to share facilities, resources,
efc.

® |dentify any excess capacity to serve other areas




7. Government Structure Options
® Examine opportunities to eliminate islands, |

peninsulas, or other irregular boundaries |f
service delivery can be improved

e Examine opportunities to improve the quallty and
level of service through changes in government
structure, i.e., dissolve, consolidate, reorganize,
etc.

® Examine opportunities to improve service
delivery system by standardizing and creatlng
uniform delivery of services




8. Evaluation of Management

Efficiencies

® Evaluate quality of service provider

® Evaluate existing service level and determirie
adequacy to meet existing and future communlty
needs |

e Evaluate agency’s master plan (O&M)

e Evaluate budgeting and training practices,
personnel policies, contingency plans, capltal
Improvement programs




9. Local Accountability and

Governance

e Compliance with Brown Act
e |dentify level of public participation

® Assess public’s availability to meet with agency
staff and directors |

e |dentify public outreach efforts ;
e |dentify election process and representation

e |dentify public access to agency data and
reports, review audits and annual reports




LAFCOQO’s Challenge

e Evaluation and Analysis may be
e Multi-faceted
e Multi-dimensional
e |terative Process
e Complicated and complex
e Controversial




LAFCo’s Challenge

® MSR's is an objective process but there are
many subjective and intangible issues

e Difficult to define cost effective and efficiency
e Standards may be difficult to define and agree upon

e Areas and communities are likely to have d|fferent
service needs and priorities |

e Difficult to compare like service providers because
of the above factors




LAFCo’s Challenge

® No comprehensive format or process existé {o
conduct service rewews of providers or the
entire system

® OPR has issued guidelines

® Each LAFCo has discretion to develop loca:
MSR policies

e Each LAFCo may establish different standards




LAFCo’s Challenge

® Examine existing providers and system and
encourage improvement to the service delivery
system of the Community and county as a whole

® Assess the economic, social, environmentail
and public benefits that may result from thls
process-focus on the BIG PICTURE |

e Build consensus on improving municipal
services for residents
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SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 | Street, Suite #100, Sacramento, California 95814
(916) 874-6458

MUNICIPAL SERVICE REVIEW WORKSHEET
AND QUESTIONNAIRE
DISTRICT PROFILE

Date:

Agency Name:

Address:

Website:

Telephone: (FAX)
Administrator Name:

Title:

Name of Contact:

Contact’s E-mail Address:

Agency’s Principle Act:

Services Provided:
Latent Powers:
Governing Body:
Total Number of Employees:
# Represented # Unrepresented
Acreage/ sq. Miles within Agency:
Total Population within Agency:

Total Registered Voters within Agency:

1 MSR/2016 Template Form Revised_.DL_DUC



INTRODUCTION

Background Information

The District is an Independent/Dependant Special District.
e Mission:
e Setting:

(Please attach map of the district boundary)

History

The District was formed in . The District was established to provide
services
(Please feel free to provide historical context.)

Services Provided

Management and Staffing Structure

Management Structure

Employment Structure

The District employs: full time positions.
In addition, the District employs on average part-time, seasonal and
positions.

Please attach organization chart.
e The type and purpose of contracts and consultants.
e Please feel free to mention any awards or recognition the agency has received.
e Describe ongoing training and personnel policies.

e Are salaries and pay scales comparable/ competitive with regional and industry
standards?

e s organization structure similar with like service providers?

2 MSR/2016 Template Form Revised_.DL_DUC



Municipal Service Review Information and Determinations

1. Growth and Population Projections (This provides the public with a
“snapshot” of your community.)

Type of Information to be provided:
e What is the current level of demand for services?
e What is the projected demand for services?
e Please provide growth rate and population projections.

e Please provide any other information relevant to planning for future growth or
changing demographics.

LAFCo MSR Determination

LAFCo to Complete

3 MSR/2016 Template Form Revised_.DL_DUC



2. The location and characteristics of any Disadvantaged Unincorporated
Communities (DUC) within or contiguous to the sphere of influence. (A "Disadvantaged
Unincorporated Community" means territory with 12 or more registered voters, that
constitutes all or a portion of a "disadvantaged community™ with an annual median
household income that is less than 80 percent of the statewide annual median household
income.) This may not be applicable to all MSR respondents.

Please discuss any identified DUCs within the district service area and any policies,

programs or measures adopted to provides public facilities or services related to sanitary
sewer service, municipal and industrial water service, or structural fire protection.

4 MSR/2016 Template Form Revised_.DL_DUC



3.

Facilities and Programs

A. Facilities

Summary of Facilities (Parks, Physical Plant)

NAME

LOCATION | SIZE
(Acres)

AMENITIES/SPECIAL FEATURES

DESCRIPTION

(Attach additional pages if necessary)

Please attach Facilities Map.

Present and Planned Capacity of Public Facilities

What is the current and projected service capacity?

What is the level of adequacy of services and facilities to serve current and future

population?

What Performance Measures are used by the District to determine service

adequacy?

Infrastructure Needs or Deficiencies/Capital Improvement Program

Describe the District’s Capital Improvement Program, as applicable.

Describe deferred maintenance strategy.

5 MSR/2016 Template Form Revised_.DL_DUC




e Describe policies and practices for depreciation and replacement of infrastructure.

e How will new or upgraded infrastructure and deferred maintenance be financed?

e List infrastructure deficiencies, if any; indicate if deficiencies have resulted in
permit or other regulatory violations; if necessary, explain how deficiencies will
be addressed.

e Provide evidence of compliance with applicable regulatory standards (for

example, CA R-39-97 (Certified Playground Safety Standards) for Recreation and
Parks Districts)

B. Programs

Summary of Programs (Recreation, Education, Conservation, etc.)

NAME LOCATION(S) SIZE DESCRIPTION
(# Participants)

(Attach additional page if necessary)

LAFCo Determination
LAFCo to Complete

6 MSR/2016 Template Form Revised_.DL_DUC




Financial Information

Budget (Please attach current budget.)
Revenue

e Describe all revenue sources (i.e., property taxes, special taxes, service
charges, fees, rentals, assessments, grants, etc.).

Rates, Fees, Charges, and Assessments
e Describe rate setting methodology.
e Explain constraints associated with agency’s ability to generate revenue.
What options are available — special assessments/ special taxes/ increases

in sales tax/impact fees/grants, etc.?

e Please provide a comparison of rates and charges with similar service
providers (favorable or less so).

e Describe revenue constraints.
Expenditures

e Describe the agency’s Service Levels compared to industry standards and
measurements.

e Describe the Cost of Service compared to industry standards and
measurements.

Assets, Liabilities, Debt, Equity, and Reserves

e Provide the Book Value of Assets.

Provide a list of equipment, land, and other fixed assets.

Provide a summary of long term debt and liabilities.

Explain the agency’s bond rating; discuss reason for rating. Discuss
amount and use of existing debt. Describe proposed financing and debt
requirements.

Describe policies and procedures for investment practices

Describe policies and procedures for establishing and maintaining
reserves/retained earnings.
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0 What is the dollar limit of reserves/retained earnings?
o0 What is the ratio of undesignated, contingency, and emergency
reserves to annual gross revenue?

Summary of Revenue Sources

Fiscal Year Past Year | Past Year | Current | Projected

(2) )

Property Taxes
Interest

Rental Income
HPTR

In-Lieu Fees

State &  Federal
Grants

Recreation Fees &
Grants
Miscellaneous

Fund Balance Avail.
Total

Summary of Expenditures

Fiscal Year Past Year | Past Year Current Projected

2) 1)

Salaries & Wages
Services & Supplies
Long-Term Debt
Capital
Improvements!
Equipment
Contingency?

Total

1. Identify Sources of Funding:
2. Fixed or Variable?

8 MSR/2016 Template Form Revised_.DL_DUC



Summary of Financial and Operational Information

Current FY

Population

Area Served

Developed Real Estate

Undeveloped Real Estate

Service Standard Ratios!

Full Time Employees

Average Part-Time Employees

Total Annual Budget

Per Capita Spending

Total Annual Administrative Costs

% Annual Administrative Costs to Total

Estimated Deferred Maintenance

Average Capital Improvements (5 Years)

Reserve Amount

Operational Cost per Employee

Average Property Tax Rate

1. For example, Park acres per 1000 residents

LAFCo Determination

LAFCo to Complete

MSR/2016 Template Form Revised_.DL_DUC



5.

9)

h)

)

k)

Status of and Opportunities for Innovation and Shared Facilities

Describe existing and/or potential shared facilities, infrastructure, and staff. Describe
any joint power agreements or other agreements for sharing resources with other
agencies.

Describe existing and/or potential joint use planning.

Describe existing and/or potential duplication with existing or planned facilities or
services with other agencies.

Describe availability of any excess capacity to serve customers or other agencies.

Describe any economies of scale in shared purchasing power, and any other cost-
sharing opportunities that can be implemented by joint use or sharing resources.

Describe any duplication (overlap), or gaps in services or boundaries.

Describe ongoing cost avoidance practices. (For example, if you hire contract vs. in-
house employees, is the bidding process cost effective and efficient)?

Describe any opportunities to reduce overhead and operational costs.
Describe any opportunities to reduce duplication of infrastructure.

Identify any areas outside agency boundary which could be efficiently served by
existing or proposed agency facilities.

Identify any areas within agency boundary which could be more efficiently served by
another agency.

Are your service plans compatible with those of other local agencies?

LAFCo Determination

LAFCo to Complete
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6.

b)

d)

9)
h)

Accountability for Community Service Needs, including Governmental
Structure and Operational Efficiencies

Explain the composition of the agency’s governing board.

Number of Directors:

Nature/ Length of Terms:

Is governing body landowner or population based?
Are Directors elected or appointed?

Are elections or appointments at large or by district?

Explain compensation and benefits provided to the governing board, including any
benefits that continue after term of service.

Where and how frequently does the governing board meet?

Describe rules, procedures, and programs for public notification of agency operations,
meetings, programs, etc.

e How is public participation encouraged?
e Are meetings accessible to the public, i.e., evening meetings, adequate meeting
space, etc.?

Describe public education/outreach efforts, (i.e., newsletters, bill inserts, website,
etc.)

Describe level of public participation, and ways that staff and Directors are accessible
to the public.

Describe ability of public to access information and agency reports.

Describe any opportunities to eliminate service islands, peninsulas and other illogical
service areas.

LAFCo Determination

LAFCo to Complete
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7. Issues, Concerns and Opportunities

Please provide information regarding any issues or concerns related to operations, and
effective or efficient service delivery (financial, managerial, legal, organizational, etc.)

e Compliance with Environmental Justice requirements. *
e Compliance with regulatory reporting requirements.

e Compliance with regulatory agencies and public health and safety issues.

1. LAFCo definition of "environmental justice™ means the fair treatment of people of all races, cultures, and incomes
with respect to the location of public facilities and the provision of public services.

LAFCo Determination

To be completed by LAFCo

Attachments:

District Map
Facilities Map
Capital Program
Organization Chart
Budget

Other

12 MSR/2016 Template Form Revised_.DL_DUC
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August 25, 2016

Chair Nava, Vice Chair Flanigan and Honorable Members of the Commission;

Thank you for the opportunity to address your Commission during your August 25 public hearing on
special districts in California as a follow up to the Commission’s May 2000 report, Special Districts,
Relics of the Past or Resources for the Future? We appreciate the opportunity to share our viewpoint
on the unique relationship between local agency formation commissions (LAFCOs) and special
districts.

In the following testimony you will learn much progress has been made in the past sixteen years in
the evolution of LAFCOs and their respective relationships with special districts. LAFCOs have worked
diligently to keep pace with the changing California landscape and there are many success stories to
tell. Like other local government agencies throughout the state including special districts, LAFCOs
also face a number of challenges. This testimony will highlight the progress, challenges and
opportunities for the future for LAFCOs and their relations with special districts.

The California Association of Local Agency Formation Commissions

The California Association of Local Agency Formation Commissions (CALAFCO) proudly represents all
58 LAFCOs in the state. While LAFCOs have existed since 1963, the state association more formally
organized itself in 1971. We are a non-profit statewide association with a mission to provide
educational opportunities and be a conduit for information sharing and technical support for our
members. We do this by serving as a resource for, and by collaborating with, the public, the
legislative and executive branches of state government, and other organizations for the purpose of
discouraging urban sprawl, preserving open-space and prime agricultural lands, and encouraging
orderly growth and development of local agencies.

As the Executive Director for the past four years, | lead the organization in these efforts and support
our sixteen-member Board of Directors.

A Brief Review of LAFCO History

LAFCOs were created by the state Legislature in 1963 (under the provisions of the Knox-Nisbet Act;
AB 1662, Knox combined with SB 861, Nisbet) as a result of recommendations from then Governor
Pat Brown’s Commission on Metropolitan Area Problems. The Commission was charged with studying
urban sprawl and its statewide effects and was formed by the Governor out of growing concern for
the post-WWII population and housing boom in California. This boom led to a large number of
problems, not the least of which included poorly planned cities due to rapid growth and a scramble to
finance and extend government services to meet the increased service demands, the proliferation of
freeway suburbs, city annexations wars, and the hasty conversion of agricultural land.

The original charge of LAFCO was very limited in scope: to review and approve or disapprove
proposals for incorporations and the creation of special districts.

Today, Government Code section 56001, which serves as a statement of LAFCO’s mission,
memorializes the Legislature’s acknowledgement of the need to balance competing state interests.
Government Code Section 56001 states in part, “The Legislature recognizes that the logical
formation and determination of local agency boundaries is an important factor in promoting orderly



development and in balancing that development with sometimes competing state interests of
discouraging urban sprawl, preserving open-space and prime agricultural lands, and efficiently
extending government services.”

Over the years, a number of major changes have occurred in the statute governing LAFCOs. It is clear
the scope of responsibility for LAFCO has grown considerably since 1963. The opportunities and
challenges of this evolution are discussed later in this testimony. Below is a snapshot of the major
statutory changes.

Year Action

1971 LAFCOs were required to establish Spheres of Influence for each city and special
district within their respective county. This was a huge shift of responsibility beyond

merely reacting to individual boundary changes. (A Sphere of Influence, as defined in
Government Code Section 56076, is a plan for the probable physical boundaries and service area of a
local agency, as determined by the commission.)

1972 Special Districts were added to the composition of the LAFCO Commission.

1985 The Knox-Nisbet Act, along with District Reorganization Act of 1965 and the
Municipal Organization Act of 1977, were consolidated into the Cortese-Knox Local
Government Reorganization Act of 1985.

1992 Added a revenue neutrality provision providing the amount of revenues a new city
takes from a county once incorporated must be substantially equal to the amount of
savings the county would realize as a result of no longer providing the service.

1993 LAFCO given the authority to initiate proposals for consolidation of special districts or
the dissolution, merger or creation of a subsidiary district.

1997 The ability of a city to veto a simultaneous detachment and incorporation proposal
was repealed.

2000 The Cortese-Knox-Hertzberg Reorganization Act of 2000. (See below for details)

The most recent overhaul of LAFCO law occurred in 2000 (AB 2838, Hertzberg). The Legislature took
parts of the recommendations from both the Little Hoover Commission’s 2000 Special Districts
report and the Commission on Local Governance for the 21st Century’s report, Growth Within
Bounds, and incorporated them into AB 2838. These changes are highlighted throughout this
testimony. Specific to the Commission’s 2000 report recommendations, those are discussed in the
Evolution of LAFCO section.

The Role of LAFCO and Services Provided

The role, scope and scale of services provided by LAFCO have evolved over the past 53 years. As
noted above, the original mission of LAFCO was narrow in scope to review and approve or disapprove
proposals for incorporations and the creation of special districts.

Today, in addition to the original narrow directive, LAFCOs are responsible for:
e Processing city and district annexations and detachments (including annexations of territory
being served by a mutual water company), district consolidations, dissolutions and mergers,
city consolidations and disincorporations;



e Addressing the activation and/or divestiture of district latent services or powers (latent
services or powers are defined in Government Code Section 56050.5 as meaning those
services, facilities, functions, or powers authorized by the principal act under which the
district is formed, but that are not being exercised, as determined by the commission
pursuant of subdivision (i) of Section 56425);

e Conducting sphere of influence (SOI) updates and municipal service reviews (MSRs) of
special districts and cities;

e Reviewing and authorizing the extension of services by special districts and cities outside
existing jurisdictional boundaries;

e Complying with the California Environmental Quality Act (CEQA), which was enacted after
LAFCOs were established;

e Determining property tax revenue exchange amounts for affected agencies in connection
with changes of organization or reorganizations such as special district annexations and
detachments;

e Mapping and planning for disadvantaged unincorporated communities (DUC); and

e Conducting special studies, among other things.

Many local agencies look to their LAFCO to facilitate discussions on things like shared services
opportunities, property tax exchange agreements, or, more recently, the formation of Sustainable
Groundwater Management Agencies (SGMA). Overall, the complexity of local land use issues and
service delivery options have exploded along with the state’s rapid population growth.

Staffing Models and Level of Independence of LAFCOs Throughout the State

Staffing Models

The size and staffing models of LAFCOs throughout the state greatly vary depending on several
factors. First, the activity level of a particular LAFCO is a primary driver of their resource needs. Next,
the smaller more rural LAFCOs tend to have fewer financial resources and therefore staff accordingly.
It is also apparent to CALAFCO that the level of acceptable government oversight varies greatly
between regions of the state.

In a 2015 membership survey in which 55 of the 58 LAFCOs participated, CALAFCO found that 78%
(or 43 of the 55) of LAFCOs have less than four staff members. In fact over 36% (20 of the 55) have
less than two staff members, if there is even a dedicated LAFCO staff office presence. Over 16% (9 of
55) indicated they have four to six staff members. Only three LAFCOs indicated having seven or more
staff members.

Number of LAFCO Staff
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The reality of LAFCO staffing is that a large percentage of LAFCOs use either part-time contractual
relationships or county personnel to fill the primary staffing roles. Many LAFCOs hire part-time staff,
by contract, to perform the responsibilities of the Executive

Officer (EQ). Three of the more rural LAFCOs in the LAFCO Employment
northern part of the state contract with the same person to
fulfill EO responsibilities; another seven rural LAFCOs Model

contract with a different person to fulfill EO responsibilities.
So between these ten LAFCOs, there are two part-time

contractual EOs to guide a very large geographic region o

that is experiencing ever increasing development pressures E

and demands for new services. Other examples of LAFCOs ‘§

that have low staffing resources include one that has the Z

County Administrator acting as the EO; another uses the £

County Board of Supervisors’ Clerk of the Board as EO; and N

several use the County’s Planning Director or the |

Community Development Director as the EO. Employment Type
County Employees

On the flip side of these models are the larger and higher- LAFCO Employees

resource LAFCOs that employ four or more staff members Contract Consultants

(only 9 of 55 fall into this category). The largest LAFCO in Other

the state employs nine full-time positions and one-part time
position, as well as having nine part-time contractors.

A Matter of Independence

The need for greater LAFCO independence has long been debated. And while many LAFCOs operate
independently from the County (with more moving in that direction), the reality is that many of the
smaller LAFCOs still operate with some level of dependence on the County.

In the 2015 CALAFCO Survey, we found that over 32% (or 18 LAFCOs) of the 55 respondents have
staff that are employees of the County. Over 27% (15 of 55) have staff that are fully independent and
employed by the LAFCO. Contract consultants as lead staff make up over 24% (or 13 of the 55), and
over 16% (9 of 55) are a hybrid or some other form of staffing.

Revenue Sources

LAFCO funding sources are extremely limited both externally by arbitrary restrictions on state funding
sources (Strategic Growth Council grants for example) and internally by political reluctance of a local
commission to “grow” government functions. Government Code section 56831 establishes the
formula for funding LAFCOs’ budgets requiring the categories of local agencies sitting on the
particular LAFCO’s commission to fund the LAFCO budget. In 30 of the 58 LAFCOs cities, counties,
and special districts contribute to the LAFCO budget. The statute (Government Code Section 56381)
calls for an equal apportionment of one-third share for those LAFCOs in which there is county, city
and special district representation. However, the statute allows for individual LAFCOs to modify this
statutory budget funding allocation. (For example, Butte LAFCO has special district representation
and all parties involved agreed that special districts shall pay less than the one-third apportionment.)
The cities’ share is apportioned in proportion to each city’s total revenue, and the special districts’
share is apportioned in proportion to each district’s total revenue as a percentage of the combined
total district revenues within the county.

For LAFCOs with no special district representation, the cost is split equally between the cities and
county. For LAFCOs in which there are no incorporated cities within the county (Alpine, Mariposa and



Trinity), the cost is to be split equally between the county and the special districts. In two of these
instances, however, (Alpine and Mariposa) there is no special district representation, and therefore
the county pays 100% of LAFCOs’ budget. Ten counties have only one incorporated city. In these
instances, the sole city is responsible for the city apportionment of the LAFCO budget allocation.

LAFCOs also adopt fee schedules allowing LAFCOs to recover the cost of certain proceedings
including but not limited to processing of applications, amending or updating SOIs and other LAFCO
proceedings. By law, fees cannot exceed the estimated cost of providing the service, so, as is the
case with other governmental services provided by other types of public agencies, there is no
percentage of net profit built into adopted fees. A LAFCO has the authority to reduce or waive fees if
it finds the payment would be detrimental to the public interest.

More than half (27 of 55) of the LAFCOs responding to the 2015 Survey indicated to CALAFCO that it
was somewhat difficult to maintain annual funding levels and that they are unable to successfully
obtain budget increases, while less than half (25 of 55) of LAFCOs reported that they have little
difficulty maintaining annual funding levels or seeking budget increases when increases can be
justified. The other 3 of the 55 LAFCOs indicated that their budgets are kept flat or have been
reduced over time. This is clearly a challenge for the majority of LAFCOs in meeting statutory
obligations. This issue is expanded upon in the Lingering Challenges and Opportunities section of
this testimony.

FY 2015-16 Annual LAFCO Budget

Less than $50,000

$50,001 - $100,000
$101,000 - $300,000
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m $700,001 +

Based on the Survey, CALAFCO learned that budgets for LAFCOs around the state vary widely. As you
can see, less than 15% of them (8 of 55) have a budget larger than $700,000 annually, and over
16% (9 of 55) have an annual budget of less than $50,000.

To help put this into better perspective, here are some examples of FY 2016-17 adopted budgets
from LAFCOs as compared to their adopted FY 2015-16 budget:

+/- from Adopted

FY 2016-17
LAFCO FY 2015-16 % of Change
Adopted Budget Budget
Mono $11,582 +$49 +0.5%
Tuolumne $36,283 -$2,538 7%
Kings $57,126 +$5,672 +10%
Los Angeles $1,405,530 +$34,530 +2.5%
San Diego $1,984,064 +$163,253 +8.3%



All of Mono LAFCO'’s staff, for example, are contracted through the County, including the EO who also
serves as the County’s Planning and Community Development Director. Mono’s budget accounts for
revenue from the county, only one city and no independent special districts. All of Tuolumne LAFCO’s
staff are contracted through the County and the EO also serves as the County’s Community
Resources Agency Director. Their budget also reflects revenue from the county, only one city and no
independent special districts. Kings LAFCO staff are also County employees, with the LAFCO EO also
serving as the Community Development Director. Their budget reflects revenue from the county, four
cities and no independent special districts.

In contrast, both Los Angeles and San Diego LAFCO have full and part-time staff who are employed
directly by LAFCO. Los Angeles receives revenue from 88 cities, 53 independent special districts and
the county. San Diego LAFCQO’s revenue is derived from 18 cities, 60 independent special districts
and the county.

The Role of LAFCO and Special Districts

The nature of relationships between LAFCOs and special districts vary across the state from one of
mutual respect, to a fear and contempt of LAFCO, and many places in between. Many LAFCOs are
proactive in their efforts to stay connected with the special districts in their area, while others could
improve these efforts. For those LAFCOs with special districts seated on their LAFCO, staying
connected with special districts is a much easier task.

It is important to note that LAFCO has no direct regulatory authority over special districts. The MSR
conducted by LAFCO is only as good as the information received from the entity being studied or
other resources (as needed). In this respect, the LAFCO must rely primarily on the district to provide
the necessary information. In many instances this is accomplished with great efficiency. However, in
some instances this is not the case.

Following are two extremely different examples. First, one LAFCO in the central valley, while working
to complete a series of MSRs, provided a particular district a request for information in January of
this year. Despite four months of repeated follow up by the LAFCO, which was then followed up with a
more formal request for information, the request and follow up requests went unanswered for
several months. Despite the LAFCO’s attempt to communicate to the district the purpose, importance
and statutory requirement for the MSR, the district remains a strong resistant to providing the
necessary information. As a result, this LAFCOs completion of the MSR has been substantially
delayed.

On the other extreme, in the southern part of the state, a different LAFCO and the district being
reviewed work so cooperatively together that a draft MSR was completed with relative ease and in a
much more timely manner than as described above.

As you will see in the section below, MSRs are evolving into documents that are increasingly
designed to assist special districts (and other municipal service providing entities) to improve the
efficiency and effectiveness with which they provide the service. LAFCOs and special districts would
both benefit greatly if a cooperative relationship and a mutual understanding of the benefits of the
MSR process existed. CALAFCO has begun conversations with the California Special Districts
Association (CSDA) to facilitate local discussions about these benefits.



Municipal Service Reviews

Purpose

In 2000, there was a substantial change in LAFCO responsibility when the requirement of conducting
MSRs was added (Government Code Section 56430). The requirement at the time Section 56430
was enacted, was to conduct a MSR in order to establish or update a SOl and the LAFCO was
required to comprehensively review all agencies providing municipal services in the prescribed
geographic area. The law prescribed that by January 1, 2008, LAFCOs were to have all SOls updated,
and done, as necessary, and every five years thereafter.

Over the years the frequency with which the MSR is to be conducted and the factors to be
considered in a MSR have changed. Today, the statute indicates LAFCO shall, as necessary, review
and update each SOI every five years. Should there be a change in the SOI, then the appropriate
MSRs must be revisited. The “as necessary” clause allows for adopt local policies based on local
circumstances and conditions.

MSRs today must include LAFCOs’ determinations on seven areas, including: growth and population
projections for the area being studied; location and characteristics of any DUC within or contiguous
to the SOI; present and planned capacity of facilities, adequacy of public services, and infrastructure
needs and deficiencies; financial ability of the agency to provide the services; identification of
opportunities for shared services; accountability for community service needs (including governance
and operational efficiencies); and any other matters the LAFCO deems relevant in the provision of
services.

LAFCOs have discretion in how to conduct MSRs. For example, some LAFCOs choose to conduct
MSRs on all service providers (regardless of service type) in a particular geographic region or area.
Others prefer to study the entire county by category of service (one MSR will study all fire service
providers while another MSR will study all water service providers). Still others may choose to
conduct MSRs based on the type of special district, or they may be done on an individual agency.

LAFCOs also have the discretion to conduct MSRs with in-house staff or hire consultants. More often
than not, the amount of financial and human resources available to the LAFCO dictates how an MSR
will be completed and more importantly, affects the depth and quality of the prepared MSRs and any
potential resulting determinations for future corrective actions that may be deemed necessary. Given
that the MSRs are a critical component of LAFCOs oversight of local agencies, this great disparity in

MSR resources directly impacts LAFCOs ability to identify deficiencies and take corrective measures.

The current language of the MSR statute leads many LAFCOs to conclude that the Legislature
intended that MSRs be conducted only when it was necessary to establish a new or update an
existing SOI (hence the use of the term “as necessary”). However, it is becoming increasingly clear to
CALAFCO that somehow the initial intent has been lost and a new paradigm has been created
regarding MSRs. There is growing dialogue among some that the expectation is for LAFCOs to
conduct MSRs on all municipal service providers every five years, regardless of whether or not the
SOl is being updated.

This expectation is a growing concern for LAFCOs and CALAFCO for a number of reasons. First, it is
misaligned with the express language of the MSR statute and its original intent. Second, a
comprehensive MSR can take many months if not years to complete and requires a great deal of
resources (both human and fiscal). This may mean that a LAFCO is unable to apply the proper
amount of attention to an agency in need of improvement because there is just not the time. Third,
and perhaps the most daunting for many LAFCOs is that the requirement for MSRs was added to the
LAFCO plate without the addition of any resources to conduct them. As a result, many of the lower



resource LAFCOs are finding it difficult to complete comprehensive MSRs, so they are completed in a
minimal way. LAFCOs that have a large number of agencies providing municipal services in their area
clearly have a large number of MSRs to conduct. However, given all of this, a great majority of
LAFCOs are completing MSRs regularly or on a schedule that is locally acceptable.

I will use Monterey LAFCO as one example to demonstrate the resources and time required to
complete a comprehensive MSR. Monterey has 12 cities and 42 independent special districts. In a
snapshot of their MSR schedule in March 2016, they reported having completed 14 MSR/SOI
studies in December 2015; another 5 that had the administrative draft under review or hearing set;
and another 4 for which information collection was under way. This means that in the latter portion
of 2015, Monterey LAFCO was studying no less than 23 municipal service providers simultaneously.
This is in addition to all of the other work being completed pursuant to the LAFCO’s annual work plan.
To accomplish these MSRs, Monterey LAFCO contracts out to a consultant approximately 1,000
hours of work per year at a cost of approximately $50,000. In addition, it supplements the
consultant’s work as needed with an existing full-time staff person at an average of 500 hours per
year. All of this cost is included as part of its annual operating cost and absorbed by those paying
into the LAFCO.

Another example is San Diego LAFCO and its review for four healthcare districts. In conducting this
particular MSR, due to the complexity of healthcare district functions and financial operations, it took
San Diego LAFCO 1 Y2 years to complete the final MSR.

MSRs and Independent Special Districts by the Numbers

A recent poll of LAFCOs regarding MSRs found that most LAFCOs have conducted at least one if not
two complete rounds of SOl updates and as a result, one or two rounds of MSRs. The sample size
for this poll is 26 LAFCOs geographically spanning as far north as Del Norte; as far south as San
Diego and Imperial; as far east as Inyo and as far west as Monterey and Santa Cruz. All 26 LAFCOs
are diverse in their size, budget, staffing and type (urban, suburban and rural). What we found was
that among these 26 LAFCOs, the number of independent special districts subject to review ranged
from 9 to 105 (the average being 42.5) for a total of 1,150 independent special districts. Of these,
an MSR had been conducted on 1,058 of them, at some point in the last ten years. This is an
average completion rate of 92%, and does not account for all of the municipal services provided by
cities that must also be reviewed. CALAFCO believes this number could have been greater if more
emphasis was placed on agencies or services in need of review rather than a standard and arbitrary
deadline to meet. Opportunities for change are discussed later in this testimony.

The Use of MSRs in the Reorganization of Districts

A point of great importance with respect to MSRs and the reorganization of districts is that ultimately
LAFCO does not have the authority to mandate a district to take action. Through the MSR a LAFCO
can make recommendations for changes of reorganization as described in more detail below.
Additionally, a LAFCO can make recommendations that are more operational in nature (addressing
governance, managerial or financial concerns). But in the end, for these types of recommendations,
LAFCO lacks the authority to ensure implementation.

LAFCO has been described as the Legislature's "watchdog" to guard against wasteful duplication of
services. (City of Ceres v. City of Modesto (1969) 274 Cal. App. 2d 545 [79 Cal.Rptr. 168].) To
emphasize the point made above, the Legislature’s “watchdog” is different from the Legislature’s
"enforcer." A watchdog identifies and alerts others to possible problems, and in rare instances, may
actually be able to help solve the problem. But in most cases, the local agencies themselves must
solve their own problems. When an agency seeks LAFCO approval (e.g., annexation), LAFCO can



impose terms and conditions on its approval. However, generally speaking, LAFCOs do not have
legislative authority to "hold agencies accountable" and directly rectify issues or problems.

That said, LAFCOs do make strong recommendations and take the initiative to consolidate or
reorganize districts. However, for as many opportunities as there are, there are a number of
challenges. There are barriers to reorganization. In the Commission’s 2000 report, it was stated few
changes had been made in the structure of special district government. While this may be true
statutorily, the report’s subsequent statistics told a different story. The report cited in looking at six
LAFCOs since 1994 (presumably to 2000), 22 special district reorganizations were submitted, of
which 16 were approved, three were denied, and three were withdrawn. We view this is as
significant action.

LAFCOs have been criticized for not doing enough when it comes to dissolving or consolidating
districts. Simply reorganizing agencies does not necessarily improve services - ultimately LAFCO
recommendations are designed to improve the provision of service. Each district has its own funding
approach and some have distinctly different levels of service. Consolidation or dissolution for the
sake of change is not as simple or logical a path as one presumes and often leads to unintended
consequences. LAFCOs must always recognize and respect that a special district board is locally
elected and is accountable to its constituents when making local decisions, even if in stark contrast
to a LAFCO recommendation.

Many of the determinations and recommendations made in a MSR are operational in nature to
address governance, managerial or financial concerns. Further, since MSRs and SOls are considered
long-term planning tools, many recommendations contained within them are not intended to be
enacted immediately. Some recommendations have a timeframe exceeding the associated five-year
cycle.

So What Has Been Accomplished?
A number of LAFCOs recently reported to CALAFCO taking action to consolidate, dissolve or otherwise
reorganize districts, some successfully and others not. For example:

o Amador LAFCO reports in the last ten years it has completed two dissolutions.

e Los Angeles LAFCO reported the recent completion of one LAFCO-initiated dissolution.

e Yolo LAFCO indicated the successful dissolution of three districts with a fourth currently in
process. Additionally, it just finalized a recommendation that a local Fire Protection District
contract services through one of the local cities.

o Imperial LAFCO indicates it has dissolved two districts, are in the process of dissolving
another, and looking at two additional districts for potential action.

e lLassen LAFCO reports it initiated a consolidation of two districts as a result of an MSR/SOI.
Although the LAFCO initiated the process, under the guidance and leadership of the LAFCO
the two districts ultimately agreed this was the best course of action and now are full
partners in the consolidation.

e Orange County LAFCO reported since 2000 (when the mandate of MSRs took effect), it have
processed nine complex special district consolidations, dissolutions and reorganizations.

e Ina much publicized action, Contra Costa LAFCO undertook a full review of a healthcare
district and despite political pressure to dissolve the district, and determined it was better to
reorganize the district and create a subsidiary district within the City of Concord. Today this
district is healthy and thriving.

e Butte LAFCO has conducted special studies of sewer districts prompting many changes to
increase local cooperation and efficiencies related to shared services. Butte has also
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reorganized special districts to remove powers no longer needed or add powers to increase
constituent services.

e Santa Clara LAFCO reports conducting special studies to consider dissolving or consolidating
certain districts and has facilitated several discussions amongst affected agencies. However,
in the end, the inability to resolve the inherent complex issues relating to any of those
actions, such as the transfer of assets and liabilities to successor agencies, the lack of
community support, or the lack of political will to engage in a lengthy, expensive and
uncertain process, all led to no action being taken by the entities involved or Santa Clara
LAFCO.

e Marin LAFCO initiated the consolidation of six wastewater agencies as a result of a MSR.
After several years of study, public hearings, and LAFCO commission approval, in the end the
voters within the all four districts denied the consolidation.

e Santa Cruz LAFCO indicates in the last 36 years it has reduced the number of districts by
seven, with almost all of them being a significant undertaking. It reported just completing a
reorganization that took three years of work and was its main project for that time. This was
known as the Lompico Reorganization, which involved the dissolution of one water district
and the annexation of that area to another water district. As a result of the length of time and
the amount of resources required to complete the reorganization, Santa Cruz LAFCO revised
its priorities to allow enough time to facilitate the reorganization, resulting in it getting behind
on other MSRs. Currently, it has identified four small districts as candidates for consolidation
or dissolution. However Santa Cruz LAFCO notes that they are all functioning at the moment
and it would take a crisis for an action to be initiated. This is due to the resources required to
conduct a successful reorganization of any sort.

What are the challenges?

The last several examples highlight some of the challenges LAFCOs face in the reorganization of
districts. The lack of community support to change which manifests through the protest provision
process is a factor. Regardless of how logical the consolidation or dissolution may be, the voters in
the district have the final say on the disposition of the district. The LAFCO can expend years of time
and resources moving towards such an action, only to have it be turned down by the will of the
people being served. This factor is often a consideration when a LAFCO decides whether or not to
initiate such action.

Another challenge appears to be an inability of agencies to reach agreement on how to share the tax
revenue, an action over which LAFCO has no authority to resolve.

It is important to note yet again that LAFCO can make determinations and recommendations that are
operational in nature, addressing governance, managerial or financial concerns, and short of a
recommended change of organization, has no authority to enforce them. Should the Legislature
desire LAFCO to be more proactive and aggressive in this area, then CALAFCO suggests this be a
topic that is moved forward for discussion in a forum of long-term roundtables or workshops with all
affected stakeholders at the table.

The Evolution of LAFCO - What's Changed Since the Commission’s 2000 Report

Looking Back at the Steps Forward
The governing landscape of LAFCOs has evolved considerably over the past 16 years. As mentioned
previously, there were substantial changes in the laws in 2000, many of which were the outcome of

recommendations from a report issued by the Commission on Local Governance for the 21st Century
as well as the Little Hoover Commission’s 2000 Report. Several of the recommendations found in
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the Local Governance Commission’s report (issued January 2000) parallel the recommendations of
the report of this Commission issued in May 2000. Below are the most significant changes that have
occurred:

Required LAFCo independence. One of the Commission’s recommendations in the 2000 report was
to enhance the independence of LAFCOs. The new statute provided that the county was no longer
required to supply the LAFCO with all the necessary logistical resources required to do the job.
Instead it created the opportunity for LAFCOs to become independent of the county. Many LAFCOs
have transitioned to an independent model, although this remains a challenge for many due to a
lack of financial resources or political will to expand LAFCO services. Examples of both existing
dependent and independent models were provided elsewhere in this testimony and the challenges
that remain in this area will be addressed in the next section.

Equal Funding. Both reports suggested equal funding would benefit LAFCOs. The statute changes
provided for a formula of equal funding, thereby removing the entire financial responsibility from
counties. Today this is the standard financial model with some local exceptions. Please refer to the
Revenue Sources section of this testimony for details of how this formula works.

Special District representation. As a result of adding an option for
special district representation on LAFCO (previously the requirements
were limited, and in 2000 the law changed to allow for an automatic
option to seat two special district representatives on LAFCO), 30 of the
58 LAFCOs now have this kind of representation (those counties
represented in yellow on the adjacent map have special district
representation on LAFCO). While this is substantial progress, CALAFCO
and CSDA would like to see special district representation on all 58
LAFCOs. This is addressed further in the next section.

Review of special districts in the provision of services. The

Commission’s 2000 report recommended that LAFCO be required to

conduct periodic and specific reviews of independent special districts. A substantial change in 2000,
the law was updated to add MSRs as a required precursor to updating a SOl. MSRs are discussed in
much greater detail in the above MSR section above, as requested by your Commission.

Allowance of local policies. While prior to 2000 LAFCOs were encouraged to create local policies to
implement the law, the new statute declared the Legislature’s intent that all LAFCOs shall adopt
written policies and procedures by January 1, 2002 and that the policies include lobbying disclosure
and reporting requirements, and all forms to be used by the LAFCO. Today virtually every LAFCO has
adopted local policies and procedures based on local circumstances and conditions to guide them in
their work.

Use of technology. The new statute required each LAFCO, by January 1, 2002, to establish and
maintain a website on which access to notices and other LAFCO information is readily accessible to
the public.

In today’s world of ever-changing technology that allows for a higher level of information exchange
and a statewide call for greater transparency, information is much more easily disseminated by
LAFCO to the public and to other agencies. Further, LAFCOs now have greater access to information
on special districts and other entities. Not only are those documents available directly through a
district’s website (if they have one), but also via the State Controller’'s website, where an annual
report of special districts is published. These changes have most certainly increased the level of
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transparency in which all public agencies operate, which was a recommendation of the
Commission’s 2000 report.

Greater collaboration. At the local level, there is more collaboration among local agencies today than
ever before, and LAFCOs are increasingly at the hub of these collaborative dialogues. Good examples
of this include (but in no way are limited to): Yolo LAFCO who gathers local leaders and facilitates
discussions amongst the county and various cities on shared services opportunities; Orange County
LAFCO'’s initiation of the South Orange County Governance Visioning Process, designed to provide a
forum for stakeholders to identify viable future governance alternatives for the established and
developing communities in the unincorporated territory of South Orange County; and San Diego
LAFCO who coordinated and hosted a workshop on the 2016-17 San Diego County wildland fire
season readiness, which brought together a number of local fire services providers.

Additionally at the state level, CALAFCO is doing increasingly more collaboration and coordination
with other state associations such as CSDA, the League of California Cities, the California State
Association of Counties (CSAC) and the Association of California Water Agencies (ACWA) on matters
of joint interest.

Lingering Challenges and Opportunities

Independence and Funding

Although progress has been made in the areas of LAFCO independence and revenue sources, some
challenges remain. As noted previously, the matter of LAFCO independence is still a struggle. The
extreme variation in LAFCO staffing often creates a significant hurdle to managing the many complex
governance issues facing the state and allows for many issues to remain unaddressed entirely.

Although revenue sources were expanded in 2000, this remains a challenge for at least half of the
LAFCOs in the state. The variable funding schemes reported in the Revenue Sources section of this
testimony create differential financial burdens among affected agencies that is not always
proportional to the effort required by each LAFCO. It also creates a competitive dynamic that often
results in LAFCO budgets being established based on the hardships to the smallest entities which
often drive down the overall LAFCO budget and therefore the LAFCO’s ability to meet its statutory
requirements. Of the 55 LAFCOs who responded to CALAFCO’s 2015 survey, only 30 reported their
budgets allowed them to meet statutory responsibilities. Nineteen LAFCOs (34%) indicated their
budgets were barely sufficient for them to meet the minimum statutory requirements and another 6
(or 11%) stated their budgets were not adequate to meet all of their responsibilities. As the
Legislature creates additional responsibilities for LAFCO without providing additional funding
resources, the gap will grow as LAFCOs will increasingly find it difficult to keep pace with the very
limited budgets.

Political Pressure

There are political pressures and potential conflicts inherent in the very nature of the makeup of a
LAFCO commission. The statute requires all LAFCO commission members to exercise their
independent judgment as a whole in furthering the purpose of LAFCO rather than the interests of
their appointing authority. Through the years CALAFCO has provided LAFCO commissioners
throughout the state training on how this may be accomplished. The reality is that it is a difficult
mandate. How reasonable is it to expect that a county, city or special district elected official will
“check that hat” at the door and think only in terms of LAFCO? It is rare when an official can set all of
the political pressures of their primary entity aside and think and act only in terms of LAFCO. And,
when that is accomplished, there are often great consequences. For example, at the will of the entire
County Board of Supervisors, or the City Selection Committee or the Special District Selection
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Committee, an official appointed or elected to serve on LAFCO can easily be replaced by the entity
that put them in that seat. A recent example can be found in the central valley when the City
Selection Committee removed a commissioner from a LAFCO because the majority of those on the
Committee disagreed with the vote of the elected official while acting as LAFCO commissioner.
Arguably, this level of political or issue oriented intervention can significantly undermine any LAFCO
attempt to remain neutral and independent of local agency influence.

This challenge could potentially be addressed by appointing LAFCO commission members to a fixed
term regardless of their actions. This may create a better balance of the democratic appointment
process with the empowerment of the official to act more independently.

Special District representation on all LAFCOs

Both CALAFCO and CSDA are working together on generating ideas and solutions to this opportunity.
Today the path for special district representation on LAFCO is long, and we are collaborating on ways
to make this process easier. The other challenge to having special district representation on all
LAFCOs is a matter of cost. Many districts do not want to pay the cost associated with participating
on LAFCO and are unable to see the significant benefits of that participation. LAFCOs are stronger
when they are more diverse. When considering matters relating to special districts, it is always a
broader and better balanced perspective with the views of special districts represented in the
discussions. Without a special district voice on the LAFCO, those interests are left to other entities.
CALAFCO and CSDA continue outreach and educational efforts with CSDA members on the benefits
of being seated on LAFCO.

Emerging Challenges and Opportunities

Albert Einstein said, “The world that we’'ve made as a result of the level of thinking we have done
thus far creates problems we cannot solve at the same level of thinking which created them.” The
reality of our world today is the issues we are dealing with are more complicated than ever before.

The evolution of the role of LAFCO without the supporting resources

The evolution of the role and responsibilities of LAFCO through the years have not kept pace with the
evolution of the resources available to LAFCO to meet the changing demands. In 1963 LAFCOs were
designed to move boundaries. The level of scrutiny they had was light and authority was local. Over
time, LAFCOs evolved to add responsibilities, to look at future growth areas and plan for where that
future growth may logically occur. Then in 2000, the Legislature added the responsibility of
conducting a MSR - evaluating functions, service delivery and governance of a service provider - in
order to do a SOl update. A later addition required LAFCO to conduct SOI updates every five years or
as necessary, which means conducting MSRs as part of that process. Today these MSRs are
required to contain LAFCO commission determinations on seven primary categories. The structure
and resources to implement these additional responsibilities has remained for the most part
unchanged.

In 2012, as a result of SB 244 (Wolk, 2011), the Legislature added responsibility for LAFCO to
identify and plan for the needs of all disadvantaged unincorporated communities (DUCs) that lie
within or contiguous to an existing SOI. LAFCOs are experiencing increasing pressure from groups
calling for more action to address the real needs of these communities. Not only does LAFCO lack
the authority to address service deficiencies, recent legislative efforts lack addressing the root cause
of many of these issues - a lack of water, lack of infrastructure, and a lack of financing for agencies
to keep pace with the cost of infrastructure, operations and maintenance and regulatory compliance.
LAFCOs welcome the partnership of the local communities, local, regional and state agencies to
solve these very complicated and complex issues.
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Increasing demands from the Legislature for LAFCOs to address local agency deficiencies without
the authority and resources to do so, and the reluctance of local agencies to readily accept LAFCO
assistance or intervention, combine to create a lose-lose for all. Ultimately, the LAFCO must still rely
on the participating local agencies as their primary source of operational revenue (other than fees for
services). These are the same agencies who are also critically reviewed by LAFCO and may not view a
strong LAFCO as a helpful entity. This has become increasingly challenging as local agencies
continue to grapple with their own fiscal shortages and desire to maintain local control in an era of
increasing regional planning demands.

Unique new service entity structures

Joint Powers Authority and Joint Powers Agencies are becoming a more common form of local
governance and in some cases the delivery of municipal services. Lacking the oversight in the
provision of those services similar to those that special districts have is an increasing challenge for
LAFCOs.

Recent legislative trend challenging LAFCO authority

During the 2015-16 legislative year, CALAFCO noticed an increase in legislation introduced that
either bypassed established local LAFCO processes or divested LAFCO of authority in some way. Your
Commission requested CALAFCO provide our thoughts on this trend. We believe there are several
reasons for this trend.

First, as many of the legislative authors and sponsors have indicated, the LAFCO process is
perceived as long, costly and does not guarantee the outcome they desire. To that, we say the
Legislature intentionally created LAFCO processes to be deliberate, transparent and locally reviewed,
especially when dealing with the dissolution or reorganization of an entity. Many factors must be
considered and deliberated carefully. Several of this year’s legislative efforts do not take into
account all that must be considered by either dissolving or expanding a district.

We struggle with the notion that using the state legislative process is any less costly for tax payers
than the local LAFCO process, and in fact argue that the local LAFCO process is more efficient and
effective as local entities are better able to consider local circumstances and conditions. It has been
CALAFCOQO’s experience that while special legislation addresses an immediate concern, it often results
in collateral long-term impacts to resolving local issues.

Another reason for this trend was present in several examples: the involved district previously
worked with the LAFCO and was unhappy with the results of that interaction. Consequently, rather
than going back and working through the issues, it sought remedy at the state level. In yet another
example the local entities involved - all of which are in some way represented on their LAFCO -
never discussed their issue with the LAFCO and instead went straight to their state Legislator to seek
remedy. The more this scenario is embraced by individual legislators, the more frequently it is sought
by special interests and others, thus moving an issue from a local public forum to Sacramento.

Finally, several of the bills introduced address entities over which LAFCOs have no authority. For
example, SB 88 from 2015 gave the State Water Resources Control Board (SWRCB) the authority to
mandate consolidation of water entities. It is worth noting the agencies under the SWRCB focus are
primarily agencies that are not under LAFCO jurisdiction, such as mutual water companies and
private providers. This particular piece of legislation was a last minute budget trailer bill on which
LAFCOs were never consulted. The passage of SB 88 left CALAFCO and all LAFCOs holding the bag so
to speak in figuring out how to make the new statute actually work. For the past year CALAFCO has
been working with the SWRCB in the proper implementation of this bill.
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There are long-term effects to the “chipping away” of the foundation of the Act. Not only does this
kind of random pick-and-choose create the opportunity for conflicting sections in the statute, it can
inadvertently create statutory loopholes with very serious unintended consequences. Furthermore,
the continual passage of such legislation will only invite more of the same, and create a more top-
down approach to local governance - which is in direct conflict with the reason the state Legislature
gave LAFCO the authority it has had since 1963. The Legislature’s willingness to pass these “one-off”
bills undermines the LAFCO authority rather than empowering the LAFCO.

It was stated earlier that LAFCO processes were created by the Legislature to be local, thorough and
deliberate. Allow me to expand on that for a moment and tie that concept to a lack of action
(whether perceived or real). The peoples’ voice is an important part of the LAFCO process. In most
cases, voters decide on whether a district should be formed, and ultimately they can decide the fate
of a district. The protest provisions in statute allow for that voice to be considered as part of the
process.

Taking action to dissolve or reorganize a district requires thoughtful planning at the local level
including the identification of a successor agency, the determination of what to do with the
obligations, liabilities and assets of the district, and in many cases the agreement of tax revenue
sharing. Many of these actions are reasons a LAFCO may choose not to initiate an action. While the
applicant may pay the fees associated with the process of their application, if the LAFCO initiates the
action, it is the LAFCO that absorbs all of the costs associated with that action. With already strapped
budgets and staffing resources (as discussed above), the majority of LAFCOs today do not have the
resources required to undertake such actions which, as noted before, can take several years to
complete with no guarantee their recommended action is implemented.

So while it may seem like a simple and straightforward action, the reality is it is not.

Opportunities for the Future

As indicated in this testimony, there has been a substantial evolution of LAFCO over the past 16
years and overall LAFCOs have done a solid job meeting and in many cases exceeding their statutory
requirements. Opportunities always emerge in the face of challenges. CALAFCO continues to work
with our 58 member LAFCOs in support of strengthening their capacities as we see LAFCO as a vital
and valuable part of the local governance landscape. CALAFCO offers the concepts below as
potential future opportunities to address LAFCOs’ challenges and to increase LAFCOs relevance. We
stand ready to engage the Commission and its staff, stakeholders and our members in a meaningful
and forward-thinking dialogue to address any viable opportunities as you narrow the scope of your
special district review for your next hearing.

Increase Revenue Options for LAFCO.

In light of the increasing call for LAFCOs to conduct more in-depth studies of special districts and to
consider options for improved local governance that may include actions such as reorganization, we
suggest the state consider providing special funding to LAFCOs for local government reorganization
studies. As stated previously, in-depth and value-added MSRs take a great deal of resources -
human, fiscal and time. The outcomes can be critical to the overall health and long-term well-being of
a community.

In its 2000 Report, as part of Recommendation Two, the Commission stated: “The State should
provide LAFCOs with the direction and resources necessary to make them a catalyst for the effective
and efficient evolution of independent special districts.” While several of the recommended actions
outlined have been taken, funding special studies remains one unaddressed recommendation.

16



Perhaps with the Governor’s Office of Planning and Research (OPR) as a partner, a certain dollar
amount can be allocated to each LAFCO annually. Or, if the focus is to conduct specific studies, an
allocation based on the number identified to be studied can be issued to the LAFCOs involved.

Another suggestion for the state to consider is allowing LAFCO to directly receive a certain
percentage of property tax revenue in addition to the funding provided by the local entities
participating on LAFCO. Perhaps the state can issue to LAFCO a fraction of the percentage of these
agencies’ portion of Educational Revenue Augmentation Fund (ERAF) funding that was previously
taken away. Since the local agencies have a statutory obligation to financially support LAFCO, this
seems like a logical connection.

With increasing unfunded mandates on local government, the State is setting up expectations that
are harder and harder to meet. As LAFCOs are funded by local agencies, the more mandates these
entities must deliver on the fewer financial resources are available for the LAFCO to call on to deliver
their increasing mandates. It is a no-win cycle. CALAFCO urges the Legislature to consider the
cumulative impact of all of the mandates being handed down to local entities.

Statutorily authorize LAFCO to dissolve inactive districts.

Although the total number of inactive districts statewide is currently unknown, CALAFCO suspects
there are a number of districts that have not met in well over a year, not adopted an annual budget
for a number of years, have not held elections in years, or have gone completely dark. We believe
these districts are worthy of a closer look and may very well be the most obvious candidates for
dissolution. We suggest the state grant LAFCO the statutory authority to dissolve these districts after
the appropriate study has been conducted or certain determinations have been made by the LAFCO.
Funding to conduct these studies and conduct the dissolution process should be considered along
with the statutory authority.

Conduct a statewide study on the effectiveness of MSRs and make legislative recommendations
accordingly.

It has now been 16 years since LAFCOs were authorized to conduct regular SOl updates and MSRs.
Enough time has passed and enough LAFCOs have completed several “rounds” of these studies for
there to be the kind of data needed to study and evaluate the effectiveness of the requirement.
There are certainly lessons learned and best practices that exist as a result. It may be the right time
to ask questions such as: (1) Are the right factors being reviewed; (2) Is the seemingly arbitrary
timeframe of every five years the most appropriate interval; (3) What have been the MSR
determinations and the subsequent actions; and (4) What do the entities involved see as the value in
these studies? In partnership with CALAFCO, the state may want to consider funding a study of the
effectiveness of updates and reviews based on the original intent of the law and local circumstances
and conditions. CALAFCO can partner with any number of entities on this study.

Revisit and revise certain principal acts.

Over the past 16 years a number of principal acts have been updated thanks to the efforts of the
former Senate Local Government Committee consultant staff. CALAFCO recommends all of the
principal acts be reviewed and updated as necessary, perhaps starting with the one pertaining to
healthcare districts. As this is a substantial undertaking in both time and resources, this would be a
multi-year project requiring a detailed plan and timeline. As prior principal act reviews were led by
local government committee staff, CALAFCO recommends either the Assembly Local Government
Committee of Senate Governance and Finance Committee take the lead on this endeavor.
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Keep LAFCO decisions local.

CALAFCO urges the Legislature to keep local LAFCO decisions local. While we understand there are
certain situations in which the state must act (for example, if a unique governance structure is
requested outside of that provided in the principal act, or granting powers of the district not provided
for in the principal act), there are many instances in which legislation is introduced that is best dealt
with locally. The more these kinds of legislation are passed, the more we will see introduced.

As an association, CALAFCO has adopted Legislative Policies that guide both our Board of Directors
and our Legislative Committee when considering legislative matters affecting LAFCO. Primary among
those policies is the preservation of the authority of LAFCO. CALAFCO supports legislation that
maintains LAFCO’s authority to condition proposals to address any or all financial, growth, service
delivery, and agricultural and open space preservation issues. Further, we support legislation that
maintains LAFCO’s ability to make decisions regarding boundaries and formations, as well as to
enact recommendations related to the delivery of services and the agencies providing them,
including consolidations, reorganizations or dissolutions.

As all of these recent legislative efforts fly in the face of LAFCO authority, CALAFCO has opposed
them in one form or another, while attempting to work with the authors and sponsors on acceptable
middle-ground to create a win-win. From a CALAFCO perspective, some of those efforts have been
successful while some have not.

CALAFCO has also increased efforts to educate state legislative staff on who LAFCOs are and what
they do. In the fall of 2015 for the first time, we hosted a Lunch and Learn with LAFCO series and
plan to repeat these sessions annually. In addition, CALAFCO continues to find new ways to educate
our member LAFCOs on the importance of building strong relationships at the local level with their
state Legislators.

Recommendation Three from the 2000 Little Hoover Commission Reporrt.

The 2000 report was very broad in scope with a host of recommendations. One in particular,
Recommendation Three, appeared to get little traction, despite the fact it contains a good foundation
for discussion in improving and enhancing local governance.

CALAFCO agrees in concept with several of the specific actions outlined within this recommendation,
and feels they are worthy of closer scrutiny. We see the opportunities cited therein have evolved over
the past 16 years to:

o Study the long-term effects of consolidations and reorganizations. This could be done in
partnership with CALAFCO, CSDA and the Institute of Local Government (ILG), or perhaps the
Public Policy Institute of California.

o Develop performance measures for special districts. Standard industry measures could be
created by service type for certain measures, and other measures would be standard across
the board for things such as finance and governance. These can be collaboratively developed
by CSDA, CALAFCO, the ILG and the Special District Leadership Foundation (SDLF). Once
established these performance measures can be effectively used by LAFCO when conducting
a MSR and SOl update.

o Establish a cadre of trainers. In conjunction with CALAFCO and CSDA, the ILG seems like the
logical partner to coordinate and support this effort. Retired LAFCO EOs and special district
General Managers from around the state who are willing to train as needed or be called upon
to assist and advise in certain situations, might be used at the cost of a small stipend or even
on a pro-bono basis.
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In closing, | want to again thank you for the opportunity to share our viewpoint on the special
relationship between LAFCOs and special districts, to highlight the progress made by LAFCOs over
the past 16 years, and to address challenges and opportunities we see for the future. CALAFCO is
happy to make itself available as a resource to the Commission and the Legislature to improve the
landscape of local governance in California.

Respectfully,

Pamela Miller
Executive Director
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Agenda Item No. 9

" SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #160
Sacramento, California 95814
(916) 874-6458

August 6, 2014
TO: . Sacramento Local Agency Formation Commission
/.
FROM: Peter Brundage, Executive Oﬂicerf b
RE: Fiscal Year 2013-2014 Grand Jury Report Update - Herald Fire

Protection District

RECOMMENDATION

1. Receive and File Status Report on the Sacramento County Grand Jury Findings
related to the Herald Fire Protection District.

2. As required, staff will also prepare a Draft Response to the Sacramento Grand
Jury for Commission approval at the September 3, 2014 Commission Meeting.

3. Staff will continue to work on the Municipal Service Review, review and evaluate
the Herald Fire Protection District response to the Sacramento Grand Jury, and
will work with the Herald Fire Protection District to assist the District in resolving
issues raised by the Sacramento Grand Jury.

DISCUSSION

On June 28, 2014, the Sacramento Grand Jury issued its FY 2013-14 Grand Jury Report.

This report contained an investigation of the Herald Fire Protection District. Summary of
Findings and Recommendations:

Finding No.1: The District lacks adequate internal accounting controls sufficient to
ensure against misappropriation.

Recommendation No,1: The District should establish adequate internal accounting
controls, as identified in this report, to ensure verification of the District’s finances agaist
waste or misappropriation of District assets.

Finding No. 2: since 2008, the District’s finances have not been audited in accordance
with generally accepted auditing standards, as required by law.




Recommendation No. 2: The countﬁ! auditor should conduct an immediate audit of the
District’s financial statements and conduct all future annual audits of the District’s
finances, as required by law.

Finding No. 3: The District has not adopted or implemented personnel policies
compliant with the Firefighters Procedural Bill of Rights Act with respect to punitive
actions against full-time firefighter employees, and District staff lacks knowledge of the
Act’s requirements,
Recommendation No. 3: The District should adopt policies and practices compliant
with the Firefighters Procedural Bill of Rights Act and provide training to all staff
regarding the Act’s requirements,

Finding No. 4: The District has failed to timely review and update as appropriate
District Governance policies.

Recommendation No 4: The District should comprehensively review and update as
appropriate all district governance policies, including the District’s Master Plan,

Recommendation No. 5: The Sacramento Local Agency Formation Commission should
conduct a Municipal Service Review of the District and evaluate the viability of
consolidating the District’s fire and emergency services with another fire district.

CONCLUSION

Currently, staff is conducting a Municipal Service Review for the Herald Fire Protection
District. However, prior to completion of the MSR, LAFCo staff would like to review
and evaluate the responses of the Herald Fire Protection District as set forth in the
Sacramento Grand Jury Final Report,

Staff will also prepare a draft response to the Sacramento Grand Jury for Commission
approval at the September 3" Commission meeting as to the Grand Jury
Recommendation No. 5. ‘

Staff will continue to work on the Municipal Service Review, review and evaluate the
Herald Fire Protection District response to the Sacramento Grand Jury, and will work
with the Herald Fire Protection District to assist the District in resolving issues raised by
the Sacramento Grand Jury,



Sacramento County
- Grand Jury
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2013-14

www.sacgrandjury.org




Michael Arkelian,
Foreperson

Clifford T. Blakely
Diane Brown
Henry W. Crowle

Cheryl J. Franzi

Stephanie Hill-Draughn

Michael Kovarik
Steven Kruse
Corinne Mau

John McKinney
Jeanette Monahan
Paul D. Palmer
Carol Perri
Alwyne Pipkins
Donald W. Prange Sr.
Vincent Scally
Ned Seale
Charlotte Siggins

Marilyn Ulbricht

Surerror Court oF CALIFORNIA
COUNTY OF SACRAMENTO
Grand Jury
June 28, 2014 ‘

The Honorable Russell L. Hom
Advisor Judge to the Grand Jury
729 Ninth Street, Department 22
Sacramento, CA 95814

Dear Judge Hom:

Pursuant to Penal Code section 933(a), the 2013-2014 Sacramento
County Grand Jury is pleased to submit its final report. This report
represents the work of the 19 grand jurors, residents of Sacramento
County who have dedicated a year of their lives toward making local
government more open, efficient and productive.

During the past year, the Grand Jury inspected the three county and
two state penal institutions within the county and for each of them
wrote detailed reports with observations and suggestions for improve-
ment, The Grand Jury also reviewed over 30 citizens’ complaints and
conducted several self-generated investigations regarding various
governmental entities within the county. This final report is the result of
more than 100 hours of interviews and many more hours reviewing
source materials, engaging in weekly committee meetings, discussing
issues and writing individual reports.

The Grand Jury would like to thank you, Supervising Deputy County
Counsel Lisa Travis and Chief Assistant District Attorney Stephen
Grippi for your support and much-appreciated advice throughout the
past year. We also wish to thank the Superior Court’s Internet Technol-
ogy Department for enabling us to institute a much-needed state-of-the-
art computer system for our members, which will greatly assist future
grand jurors for years to come, Finally, we would like to extend a
special thank you to our Grand Jury coordinator, Becky Castaneda. She
is the glue of the body and makes things happen efficiently and grace-
fully.

I can speak for all the jurors in saying that it has been an honor to serve
our community for the past year. We hope that our efforts have helped

to improve our local government and make Sacramento County a better
place in which to live.

Sincerely,

Michael Arkelian

Michael Arkelian, Foreman
2013-2014 Sacramento County Grand Jury



INVESTIGATION:
A Firestorm Raging in Herald
Herald Fire Protection District

SUMMARY

For decades, the Herald Fire Protection District (District) has
provided vital fire, rescue and emergency medical services to the
Herald community in southeast Sacramento County. The largely
volunteer fire department, governed by an elected Board of
Directors and strongly supported by the local volunteer
firefighters” association, civic organizations and area residents,
and has become an integral part of the fabric of this rural farm-
ing community. But for the last two years, the District has been
tom apart by the residents’ intensely vocal criticism of its man-
agement of public funds and firefighter personnel, and its lack
of transparency with the public. This dissension threatens the
District’s capability to provide these vital services and its ability
to maintain needed support from this close-knit commumity.

Responding to the residents” allegations, the Sacramento County
Grand Jury investigated whether the District’s elected Board of
Directors is meeting its fiduciary responsibilities to oversee the
District’s financial affairs, whether the fire chief is properly
managing the firefighter personnel, and whether the District
board is effectively and transparently adopting and implement-
ing sound governance policies.

As a result of its investigation, the grand jury finds that the
board is not responsibly overseeing the District’s financial af-
fairs, the fire chief is not properly managing District personnel,
and the board is not transparently implementing sound gover-
nance policies, particularly with respect to its financial affairs.

With respect to fiscal oversight and management, the District
for many years had a bank account that the board intentionally
did not disclose to the Sacramento County Department of Fi-
nance, as required by law. The District also failed to disclose the
existence of this account to auditors hired by the District to
audit its finances. For these and other reasons, audits of the
District’s finances have not been conducted in accordance with
generally accepted auditing standards, as required by law. The
District’s financial accounting system lacks adequate internal
controls to ensure against waste and misappropriation of funds.

With respect to personnel management, the District and the fire

chief have failed to adopt and implement policies that by law
provide firefighter personnel the due process protections in

20




disciplinary proceedings. District policies do not provide full-
time firefighters the opportunity for an administrative appeal of
a punitive action, as required by the Firefighters Procedural Bill
of Rights Act. The fire chief and his administrative staff have
repeatedly demonstrated their lack of knowledge of the Act’s

Finally, the board has not dealt transparently with the public
regarding the District’s business. As noted, the District failed to
disclose the existence of all district bank accounts, as required
by law, and failed to disclose one account even to auditors it
had hired to audit the District’s financial records. Even when
subpoenaed, District staff was unable or unwilling to produce
the District’s financial records for review. At public meetings
and in response to requests for information about District
finances, board members had not been forthcoming or candid
with District residents.

To address and correct these deficiencies, the grand jury recom-
mends that the county auditor conduct an immediate audit of
the District’s financial statement, according to generally ac-
cepted auditing standards; that the District establish adequate
internal accounting controls; that the fire chief adopt and imple-
ment personnel policies compliant with the Firefighters Proce-
dural Bill of Rights Act and ensure that staff are knowledgeable
of the Act’s requirements; and that the District explore the
feasibility of consolidating its fire and emergency services with
anearby fire district.

Unfortunately, deliberate actions and inactions by the board
and administrative staff are undermining the efforts of the
proud and dedicated firefighters who serve this community.
The vast majority are volunteers who put in long hours to
acquire and hone the needed knowledge, skills and abilities to
provide essential fire and emergency services to Herald citizens.
They do a remarkable job for little pay.

The grand jury believes the fabric of the Herald community is
endangered and in crisis because of the District board and fire
chief’s mismanagement of District affairs, We urge the board
and District management to address these issues immediately
and in a transparent manner in order to recapture the trust of
the community it serves.

BACKGROUND

The Herald Fire Protection District has been a source of com-
munity pride for more than six decades when local citizens
came forward and voluniteered as firemen. Many locals eagerly
stepped up to help the District obtain costly, needed fire equip-
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ment. In November 1947, one such organization, the Herald
Garden Club, a local women'’s civic group, purchased a 1929
Chevy Standard Oil delivery truck and had it converted into the
first District fire engine. Nearly 40 years later, in 1986, the local
“Herald Day” reported that because of the dedicated men and
women in the Herald Fire Protection District; “the citizens of
Herald were in good hands.”

In 2012, many community members were in an uproar about the
perceived state of affairs in the District. Once-loyal civic organi-
zations questioned the integrity and management practices of
the District, its Board of Directors and its management person-
nel. ‘

For many years, the District has owned two buildings in the
Herald area - the Herald Community Barn and Hendrickson
Hall, located adjacent to Station No. 87 — which the District uses
for training classes and rents to local civic groups for meetings
and to the general public for social gatherings such as weddings
and guinceafieras. In spring 2012, the District raised the issue of
increasing rental fees for the buildings, which caused a well-
publicized outcry from Herald citizens and local civic organiza-
tions. In October 2012, the District board formally proposed
raising the rental fees, which provoked the locals to demand an
explanation for the fee increases and a transparent accounting of
the District’s handling of the building funds. Some citizens and
civic organizations demanded answers and an accounting at
several District board meetings and through Public Records Act
requests. However, the citizenry was dissatisfied with the
District’s responses to their records requests and demands for
justification for the fee increase. The unhappy locals conveyed
their concerns to the area media and complained in writing to
this grand jury.

Prompted by the community’s complaints, the Sacramento
County Grand Jury initiated an investigation of the District's
fiscal practices with respect to its building funds and accounts.
This initial inquiry quickly led the grand jury to identify and
investigate a number of related issues, including the District’s
overall governance and management, its fiscal practices, and its
personnel policies and practices. The investigation focused on
the following issues:

1) Does the District Board of Directors effectively manage the
District’s fiscal affairs? And does the District have in place
sufficient internal accounting controls and provide for accu-
rate and adequate financial audits?

2) Has the fire chief adopted and implemented sound, legal
personnel policies and practices, including those that comply
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with the Firefighters Procedural Bill of Rights Act?

3) Is the District’s Board of Directors effectively and transpar-
ently implementing sound governance policies and practices?

- After investigating these issues, the grand jury concludes that -
the citizens of Herald are rightly concerned that the Herald Fire
Protection District is failing to provide effective governance of
the District’s business, is failing to maintain sound fiscal and
accounting practices, and is failing to implement sound, legal
personnel practices. The grand jury recommends that the Dis-
trict Board of Directors address these concerns and correct these
fundamental problems,

APPROACH

The grand jury reviewed the following documents, records and
material for this investigation:

* California Government Code sections for special districts;

¢ Sacramento County Financing Guidelines for special districts;

¢ Herald Fire Protection District Master Plan (2004);

¢ Sacramento Local Agency Formation Commission (LAFCo)
Municipal Service Review and Sphere of Influence Update Report
on Herald Fire Protection District (2005);

» The Firefighters Procedural Bill of Rights (California Govern-
ment Code sections §3250-3262);

¢ District call logs, financial ledgers, credit card and bank

records;

District audited financial statements;

Board of Directors policies;

Fire District employee policies; and

Fire District website.

For a historical and current understanding of the day-to-day
operations, the grand jury interviewed former and current
firefighters, members of the Board of Directors, District adminis-
trative staff, members of the Herald Volunteer Firefighters
Association (HVFFA), accounting firms retained by the District
to conduct financial audits, and one complainant. Members of
the grand jury also visited the two Herald fire stations. To edu-
cate ourselves about the laws and guidelines for California
special districts, jury members conferred with the county coun-
sel, the District Attorney’s Office, the Department of Finance
(DOF), the California Attorney General's Office, current and
former fire chiefs of surrounding fire districts, and members of
the California Special Districts Association (CSDA).

Grand jurors also attended several board meetings to observe
the District board and staff and assess how meetings were
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conducted, the materials provided to the public, interaction
between board members and District staff, and interaction
between District personnel and the public in attendance.

During the investigation, District personnel in several instances
- only partially complied with grand jury requests for docurnenta- -
tion. Many incomplete documents were submitted and some did
not not match records, witness testimony or documents the
grand jury obtained through other sources.

DISCUSSION
Herald Fire Protection District Overview

The Herald Fire Protection District (the District) is a special dis-
trict established in 1946 to provide local fire, rescue and emer-
gency medical services to the unincorporated Herald commu-
nity and surrounding rural areas. Encompassing 96 square miles
located in rural southeastern Sacramento County, the District is
govemned by an elected five-member Board of Directors. The
board’s core functions are to establish and periodically review
and update governance policy for the fire district; monitor the
performance of the District fire chief; and oversee an annual
operating budget of approximately $800,000, which is based on
revenues derived from local property taxes and grants.

The District is staffed by approximately 20 to 25 volunteer fire-
fighters and several full-time, part-time and intermittent paid
employees, including a fire chief, assistant fire chief, two cap-
tains and an administrative assistant. The fire chief is a full-time,
salaried employee and reports directly to the Board of Directors.
The fire chief oversees all administrative and managerial activi-
ties, including personnel actions, development of employee
policies, and firefighter training exercises.

The District operates two fire stations. Station No. 87 was built
in 1975 with the help of a federal grant. It is located on Ivie
Road and houses a fire truck bay, a communications dispatch
center, sleeping quarters, and the District’s administrative office,
and serves the western part of the District, This station is staffed
daily from 8 a.m. to 4:30 p.m. by two full-time firefighters, the
fire chief, and an administrative assistant. Station No. 88, lo-
cated on Clay Station Road, was partially built by volunteer fire-
fighters. At the present time, it is an unmanned station except
during wildland fire season and serves the eastern part of the
District. The firefighting staff responds to an average 400 calls
per year.

In addition to these two stations, the District has mutual-aid
agreements for emergency services with neighboring Sacra-
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mento County fire districts, the State of California Department
of Forestry and Fire Protection, Sacramento Fire/EMS Emer-
gency Communications Center for dispatch services, Sacramento
Municipal Utilities District for emergency responses to decom-
missioned Rancho Seco, and Cosumnes Commumty Serv1ces

- District for ambulance services.

The District also owns and manages two buildings next to
Station No. 87, the Herald Community Barn and Hendrickson
Hall. The District uses these buildings for training classes and
also rents them to local civic groups for meetings and to the
general public for social gatherings such as weddings and
quinceafieras.

For many years, the District has received support from the
Herald Volunteer Firefighters Association (HVFFA), which has
played an integral role in the District. This volunteer civic orga-
nization raises funds to support the District’s firefighters, and
over the years has sponsored numerous events to raise funds to
purchase needed fire and medical equipment for the District.

Herald Fire Protection District Fiscal Management
The District’s Buildings Account Controversy

In October 2012, when the Board of Directors formally proposed
increasing rental fees for the two District-owned buildings, a
handful of citizens and civic organizations protested the increase
and demanded justification and an accounting of the building
funds. Some citizens filed Public Records Act requests with the
District seeking to open the books on the building fund ac-
counts, After the District continued to ignore citizens’ repeated
requests, a formal complaint was filed with the 2013-14 Sacra-
mento County Grand Jury.

In its investigation into the citizens’ complaint, the grand jury
uncovered, among other things, an unauthorized bank account
the District shared with the HVFFA at the Farmers and Mer-
chants Bank. The grand jury further discovered that the District
had for many years improperly used that account to conduct
official District business related to the two buildings including
rents, cash receipts and building-related services. This practice
shielded the existence of these funds and transactions from
public knowledge, review and accountability. The board did not
disclose this “unauthorized off balance sheet” account to the
Department of Finance because it believed, erroneously, that the
building rental income would reduce property tax revenues
disbursed to the District by the DOF,

This account was a comingled account, used jointly by the Dis-
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trict and the HVFFA. The District deposited revenues from
building rentals, and the IHIVFFA deposited funds from its fund-
raising activities. The District administrative assistant controlled
the checkbook and wrote most of the checks while making the
majority of deposits into the account. All the while the HVFFA

comingled account, the District had agreed to pay the HVFFA a
fee equal to 10 percent of the deposited funds. In July 2012,
however, the HVFFA withdrew their funds and opened a sepa-
rate account at another bank. The District continued to maintain
the account until November 2013 when the board voted to close
it and deposit the funds with the Sacramento County treasurer.

From the time the District shared the HVFFA account until it
was closed, the District neither disclosed its existence to the
Sacramento County DOF nor deposited
the funds with the county treasurer, as
required by state law. Moreover, the

District maintained a revolving/petty
cash fund with this account without
disclosing its existence to the DOF, as
required by state law. Along with this
nondisclosure, the petty cash fund did
not have the checks and balances with a
third party, such as the DOF, reviewing
and verifying receipts prior to being
replenished. Finally, the District omitted
the account from financial statements
provided to auditors hired by the Dis-

The District shared a bank
account with the Firefighters’
Association and maintained a
revolving/petty cash fund,
neither of which was disclosed
to the Sacramento County
Department of Finance,

as required by state law.

trict to conduct biennial financial audits,
as required by state law.

Audits of the District’s Accounts and Records

State law provides that the county auditor shall make an annual
audit of a special district’s accounts and records, but further
provides that a special district may, by unanimous request of its
governing board and unanimous approval of the Board of Su-
pervisors, replace the annual audit with a biennial audit covering
a two-year period. Between 2008 and 2011, in lieu of the county
auditor’s annual audits, the District contracted with a private
accounting firm to make biennial audits of the District’s accounts
and records. The biennial audits of the District’s financial state-
ments for 2008 through 2011 were not conducted in accordance
with generally accepted auditing standards. Important steps not
performed include, among others:

¢ A proper study and evaluation of the existing internal control

environment;
¢ A determination that expenditures were properly docu-
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mented, authorized and incurred, and represent proper
charges to the District; and
* A verification of all assets and liabilities of the District.

Review of these biennial audits and the District’s accounts and

. records-also-revealed a lack'of'accounting'controls and several' e b

areas of weakness in the control environment over tinancial
accounting, The most significant weaknesses include the follow-
ing:

* Receiving unrecorded District cash from citizens of Herald
for reservation deposits and associated rental of facilities
owned by the District.

¢ Mixing unrecorded District cash with cash belonging to the
HVFFA in the same bank account legally owned and con-
trolled by the HVFFA,

* Receiving unreported cash from citizens of Herald for
donations to, or fundraisers for, the HVFFA without ac-
counting for the cash receipts through the District account-
ing records, systems or reports.

* Lack of asset reconciliations between financial reports and
the supporting detail.

¢ Lack of sufficient accounting detail is maintained to recon-
cile credit card charges.

¢ No segregation of duties related to cash receipts, recording
and depositing cash, and reconciling the bank accounts. The
same person performs all of these functions with no over-
sight or independent review by District management.

¢ Payroll input and paycheck distribution are performed by
the same person without oversight by District management.

* The administrative assistant physically controlled the
HVFFEA checkbook. Checks had been written payable to
“cash,” then personally endorsed and cashed at a bank.

* The administrative assistant has a District credit card, re-
ceives the billing statement and submits the statement to the
DOF for payment. Oversight includes only a copy of the
statement, without supporting evidence, presented to the
Board of Directors for a cursory review.

Review of the District’s fiscal control environment also revealed
other weaknesses in the District’s practices, including the follow-
ng:

¢ Until December 2013, the District paid a salaried employee
unreported cash compensation for non-firefighter services
that the employee provided the District. The District inten-
tionally excluded these payments from the employee’s earn-
ings so as to understate the income reported on his Form W-
2, Wage and Tax Statement.

¢ The District engaged in material asset purchase transactions
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by trading or bartering without any documentation to record
the receipt or disposition of assets. In one case, a used schoot
bus was donated to the District and later bartered to a local
contractor who fabricated and installed storage shelving on a
District vehicle, all without supporting documentation,

to fill their personal vehicles with gas from the pumps at the
fire station as a form of expense reimbursement. This was
done without documentation or proper classification in the
District’s accounting records.

¢ The District purchases tools and equipment used in the
normal course of conducting its business. The District does
not maintain a current listing of District-owned tools and
equipment and cannot account for missing, lost or stolen
assets.

In September 2013, in response to citizen demand, the District
retained a private accounting firm to audit the District’s building
account. However, in November 2013, the accounting firm termi-
nated its services and declined to perform the audit because the
District had failed to provide supporting documentation for the
account. The board did not publicly disclose the fact that the
accounting firm had declined to perform the audit until April
2014.

Herald Fire Protection Personnel Policies and Practices

State law, codified in the Firefighters Procedural Bill of Rights
Act, provides any full-time firefighter and fire chief employed by
a public agency certain procedural protections when he or she is
subjected to punitive action. Among these procedural protec-
tions is an opportunity for an administrative appeal of a disci-
plinary decision. The District, a public agency, employs several
full-time firefighters as well as a fire chief, all of whom are
entitled to these procedural protections.

The District has a policy, adopted by the fire chief but not by the
board, that sets forth the procedural requirements for punitive
action against a firefighter. The policy provides the fire chief
with the authority to impose punitive action. Confusingly, the
policy melds two separate policies: one that addresses punitive
actions taken by the District against a firefighter, and the other
that addresses a grievance initiated by the firefighter against the
District. The one provides that a firefighter may appeal a puni-
tive action to the tire chief or the District board; the other pro-
vides that the firefighter may request review only from the fire
chief, and does not expressly provide the opportunity for an
administrative appeal. Compounding the confusion and incon-~
sistency, the fire chief has asserted that under the District policy,
he has the authority to decide whether or not a firefighter may
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appeal, either to him or to the board. In at least one instance, the
fire chief denied a terminated firefighter the right to appeal his
decision to terminate the firefighter.

District policy for punitive actions not only fails to provide the

“procedural protections required by the Firefighters Procedural =~

Bill of Rights Act, but District staff responsible for initiating
punitive actions are unfamiliar with the state law’s requirements.
The District administrative assistant, who assists the fire chief in
preparing and initiating punitive actions, acknowledged that she
is unaware of the Act or its requirements. And the fire chief’s
interpretation and application of the punitive action policy that
he adopted shows that he has limited understanding of the Act’s
requirements as well.

The fire chief’s interpretation and application of the District’s
punitive action policy raises concerns niot only about the fire
chief’s imposition of punitive action against subordinate fire-
fighters, but also his application of the policy to himself. For
example, District policy provides that no individual while on
Herald Fire Protection District premises will share any website
or material that may be offensive. Over several months, in at
least three instances, the fire chief viewed photos of nude and
scantily-clad women on his work computer, which were then
emailed from his district email account to another firefighter
employee, who claimed to be offended. Although the fire chief
acknowledged that he had viewed these photos on his work
computer and that only he had access to his work computer and
email account, he denied sending the photos to his employee. It
is readily apparent that the fire chief may have violated the
District’s policy prohibiting misuse of the work computer. He
has interpreted the District disciplinary policy that he is obliged
to enforce in a manner that insulates his own conduct and pro-
tects him from punitive action.

The Board’s Development of Governance Policies

Since its establishment in 1946, the board has adopted numerous
District policies. Under its present governance policy, the board
is responsible for adopting policies that pertain to the District,
but the fire chief is responsible for adopting policies that pertain
to firefighting staff and operations. The board does not approve
policies adopted by the fire chief.

Many of these policies have not been reviewed and updated in
more than 10 years. For example, the board’s Master Plan was
last updated in 2004. Also, board policy currently provides that
the board may remove a director from the board; and the board,
in fact, attempted to remove a director from the board in 2013,
This policy remains on the books, notwithstanding that the
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current board agrees that it lacks authority to remove a director
and that the policy is invalid. And, as noted, the District’s puni-
tive action policy, adopted by the fire chief, is not compliant with
state law.

~~LAFCo is acountywide commission that is responsible for the -
consolidation or reorganization of special districts, including fire
protection distticts. State law requires LAFCo to conduct Munici-
pal Service Reviews of special districts every five years. As part
of an MSR, LAFCo evaluates the special district’s Master Plan.
The Sacramento LAFCo has not conducted an MSR of the Dis-
trict since 2005,

FINDINGS AND RECOMMENDATIONS

Finding 1. The District lacks adequate internal accounting
controls sufficient to ensure against misappropriation.

Recommendation 1. The District should establish adequate
internal accounting controls, as identified in this report, to
ensure verification of the District’s finances against waste
or misappropriation of District assets.

Finding 2. Since 2008, the District’s finances have not been
audited in accordance with generally accepted auditing
standards, as required by law.

Recommendation 2. The county auditor should conduct an
immediate audit of the District’s financial statements and
conduct all future annual audits of the District’s finances,
as required by law.

Finding 3. The District has not adopted or implemented
personnel policies compliant with the Firefighters
Procedural Bill of Rights Act with respect to punitive
actions against full-time firefighter employees, and
District staff lacks knowledge of the Act’s requirements.

Recommendation 3. The District should adopt policies and
practices compliant with the Firefighters Procedural Bill
of Rights Act and provide training to all staff regarding
the Act’s requirements,

Finding 4. The District has failed to timely review and update
as appropriate District governance policies.

Recommendation 4. The District should comprehensively

review and update as appropriate all District governance
policies, including the District’s Master Plan.
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Recommendation 5. The Sacramento Local Agency Formation
Commission should conduct a Municipal Services Review
of the District and evaluate the viability of consolidating
the District’s fire and emergency services with another fire
district.

REQUEST FOR RESPONSES

Penal Code sections §933 and §933.05 require that specific re-

sponses to the findings and recommendations contained in this

report be submitted to the Presiding Judge of the Sacramento
County Superior Court by Oct. 1, 2014, from:

¢ The Herald Fire Protection District Board of Directors,
response to Findings 1, 2, 3 and 4 and their related Recom-
mendations.

¢ The Herald Fire Protection District fire chief, response to
Findings 1 and 3 and their related Recommendations.

* Sacramento County Department of Finance, response to
Finding 2 and its related Recommendation.

* Sacramento Local Agency Formation Commission, response
to Finding 4 and its related Recommendations.

Mail or hand-deliver a hard copy of the response to:
Robert C. Hight, Presiding Judge
Sacramento County Superior Court
720 9th Street, Dept. 47
Sacramento, CA 95814

In addition, email the response to:

Becky Castaneda, Grand Jury Coordinator, at
castanb@saccourt.com.,
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Agenda Item No. 10

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100
Sacramento, California 95814
(916) 874-6458

September 3, 2014
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer 96/
RE: Fiscal Year 2013-2014 Grand Jury Report Response - Herald Fire

Protection District
RECOMMENDATION

Authorize the Chair to sign the attached letter to the Sacramento Grand Jury
regarding the Herald Fire Protection District.

DISCUSSION

On June 28, 2014, the Sacramento Grand Jury issued its FY 2013-14 Grand Jury Report.
This report contained an investigation of the Herald Fire Protection District. Sacramento
LAFCo is required to respond to Finding No, 4, Recommendation No. 4, and
Recommendation No. 5 stated as follows:

Finding No. 4: The District has failed to timely review and update as appropriate
District Governance policies.

Recommendation No 4: The District should comprehensively review and update as
appropriate all district governance policies, including the District’s Master Plan.

Recommendation No. 5: The Sacramento Local Agency Formation Commission should
conduct a Municipal Service Review of the District and evaluate the viability of
consolidating the District’s fire and emergency services with another fire district.

Currently, staff is conducting a Municipal Service Review for the Herald Fire Protection
District. However, prior to completion of the MSR, LAFCo staff would like to review
and evaluate the responses by the Herald Fire Protection District and the County of
Sacramento as set forth in the Sacramento Grand Jury Final Report.

Staff has prepared the attached letter in response to the Sacramento Grand Jury,
Commission Counsel has reviewed this letter and concurs with the proposed response.
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September 3, 2014

Robert C. Hight, Presiding Judge
Sacramento County Superior Court
720 9" Street, Dept. 47
Sacramento, CA 95814

RE: Sacramento Local Agency Formation Commission Response to the Sacramento
Grand Jury Regarding the Herald Fire Protection District

Honorable Robert C, Hight, Presiding Judge:

Pursuant to Penal Code Sections 933 and 933.05, the Sacramento Local Agency Formation
Commission (LAFCo) submits the following responses to the 2013-14 Sacramento Grand Jury
report related to the Herald Fire Protection District as to Finding No. 4 and its related
Recommendations and Recommendation No. 5.

Finding No. 4: The District has failed to timely review and update as appropriate District
Governance policies.

Recommendation No 4: The District should comprehensively review and update as appropriate
all district governance policies, including the District’s Master Plan,

Recommendation No. 5: The Sacramento Local Agency Formation Commission should
conduct a Municipal Service Review of the District and evaluate the viability of consolidating
the District’s fire and emergency services with another fire district.

LAFCo Responses:

Sacramento LAFCo has commenced the Municipal Service Review related the Herald Fire
Protection District. The District has provided initial responses to our questionnaire. In addition,
Sacramento LAFCo will evaluate the District’s and County of Sacramento responses to the
Sacramento Grand Jury prior to finalizing the Municipal Service Review.

Response to Finding No. 4: As part of the Municipal Service Review, Sacramento LAFCo will
review the District’s governance policies and the District’s Master Plan, however, it is not
LAFCo’s responsibility to develop or approve those policies or its Master Plan. LAFCo’s do not
have regulatory control over its affected agencies. LAFCo’s primary purpose for Municipal
Service Reviews is to evaluate whether or not service providers are providing adequate levels of
service. The District Board of Directors is responsible for District Policies and Master Planning,

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www,saclafco,org
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LAFCo concurs with the Sacramento Grand Jury that the Herald Fire Protection District should
review and update if necessary district governance policies including its Master Plan. LAFCo
will consider these issues as part of our Municipal Service Review.

Response to Recommendation No. 5: Sacramento LAFCo has commenced the Municipal
Service Review (MSR) for the Herald Fire Protection District. As part of the MSR, Sacramento
LAFCo will evaluate the viability of reorganization/consolidating Herald Fire Protection District
with another fire protection district and also provide assistance to the District to help correct the
deficiencies as outlined by the Sacramento Grand Jury in the event reorganization/consolidation
is not feasible.

Respectfully Submitted,
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

By »
Sacramento LAFCo

Peter Brundage, Executive Officer; Donald J. Lockhart AICP, Assistant Executive Officer; Diane Thorpe, Commission Clerk
www.saclafco.org
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COUNTY OF SACRAMENTO

COUNTY ADMINISTRATION BUILDING
700 H STREET, SUITE 2450, SACRAMENTO, CALIFORNIA 95814

MENMBERS OF THE BOARD
PHILLIP SERNA
JIMMIE YEE
SUSAN PETERS
ROBERTA MACGLASHAN
DON NOTTOLI

BOARD OF SUPERVISORS
(916) 874-5411

PLANNING COMMISSIONS
(%16) B74-7891

CLERI OF THE BOARD

FAX No, (916) 874-7593 CYNDI LEE

September 23, 2014

The Honorable Robert C. Hight, Presiding Judge

Sacramento County Superiot Court

720 9" Street, Room 611

Sacramento, CA 95814

RE: Sacramento County Grand Jury Consolidated Final Report 2013-14

Dear Judge Hight:

Enclosed is a copy of the Sacramento County response to the 2014 recommendations contained
in the 2013-14 Grand Jury Final Report. The Board of Supervisors at their meeting of
September 23, 2014 approved this report as submitted with the following recommendations as
hightighted on the enclosed Board letter.

If you have any questions, please contact my office at 874-5451.

Respectfully,

QQ'\ Cyndi Lee, Clerk
Board of Supetvisors

Cc: Becky Castaneda, Grand Jury Coordinator

WiARodgers VALETTERS\Grand Jury Lir 9-23-14.doc



COUNTY OF SACRAMENTO

CALIFORNIA
For the Agenda of:
September 23, 2014

Timed: 11:30 a.m.

To: Board of Supervisors

From: County Executive

Subject: Response To The 2013-14 Grand Jury Fina! Report

Supervisorial

District(s): All

Contact: Navdeep S. Gill, Assistant County Executive, 874-5510

Ute Lavorico, Management Analyst II, 874-6112

Overview

This is the response to the investigation findings and recommendations contained in the 2013-14
Grand Jury Report issued June 28, 2014. County responses were requested for two investigative
reports pertaining directly to the County and one involving the Herald Fire District. Staff from
the Environmental Management Department, Probation, the Department of Finance, the
Department of General Services and the County Executive Cabinet contributed to this repott.

Recommendation
. Adopt this report as Sacramento County’s response to findings and recommendations
contained in the 2013-14 Grand Jury Final Report,
2. Direct the Clerk of the Board to forward a copy of this report to the Presiding Judge of
the Superior Court no later than September 26, 2014.

Measures/Evaluation
Not applicable.

Fiscal Impact
Departments contributing to this report absorbed incurred costs within their respective budgets.

BACKGROUND

Each year the Sacramento County Grand Jury concludes its work and releases its Final Report,
typically the last week in June. The report, which can address a variety of activities, functions,
and responsibilities of government, typically contains findings and recommendations with a
response specifically directed to the Presiding Judge of the Superior Court.




Response To The 2013-14 Grand Jury Final Report
Page 2

The form of the County’s responses as required by Penal Code section 933,05 is as follows:

As to each Grand Jury finding, the responding person or entity shall indicate one of the
following: ' '

1. The respondent agrees with the finding.-
2. The respondent disagrees wholly or partially with the finding in which case the responsc
" shall specify the portion of the finding that is disputed and shall include an explanation of
the reasons.

As to each Grand Jury recommendation, the responding person or entity shall report one of the
following actions:

1. The recommendation has been implemented, with a summary regarding the implemented
action.

2. The recommendation has not yet been implemented, but will be implemented in the
future, with a timeframe for implementation.

3. The recommendation requires further analysis, with an explanation and the scope and
parameters of an analysis or study, and a timeframe for the matter to be prepared for
discussion by the officer or head of the agency or department being investigated or
reviewed, including the governing body of the public agency when applicable. This
timeframe shall not exceed six months from the date of the publication of the Grand Jury
report,

4. The recommendation will not be implemented because it is not warranted or is not
reasonable, with an explanation.

If a finding or recommendation of the grand jury addresses budgetary or personnel matters of a
county agency or depariment headed by an elected officer, both the agency or department head
and the board of supervisors shall respond if requested by the grand jury, but the response of the
board of supervisers shall address only those budgetary or personnel matters over which it has
some decision making authority. The response of the elected agency or department head shall
address all aspects of the findings or recommendations affecting his or het agency or department.

County Counsel was consulted regarding the response requirements and confirmed that there are
no additional requirements beyond those specified above. The level of detail to include in the
responses is at the discretion of the Board.

DISCUSSION

The 2013-14 Grand Jury Final Report contained two investigative reports on issues pertaining
directly to the County and one involving the Herald Fire District. The reports, “Abandoned Well
... Abandoned Program”, “Millions are wasted on closed juvenile facilities while the county has
no long-term residential treatment programs” and “A Firestorm Raging in Herald” required
county responses from the Director of the Environmental Management Department, the Chief
Probation Officer, the Department of Finance, the Director of the Department of General
Services, the Sacramento County Board of Supervisors, and the County Executive. The Grand
Jury Report requested a response by October 1, 2014 which is actually past the 90 day deadline
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prescribed in the code. Therefore it is recommended that a response be sent by September 26,
2014,

1. Abandoned Welil ... Abandoned Program

Finding I The director of the Environmental Management Department suspended the
Abandoned Wells Program in response fa pressure from recalcitrant landowners, not for valid

enforcement, personnel management, or discretionary budgetary reasons.

Director, Environmental Management Department Response:

We disagree with this finding. The Abandoned Wells Program was not suspended. While the
inspection approach was modified, time sheet reporting verifies the Abandoned Wells Program
has remained staffed and operating since implementation in 2010,

The Abandoned Wells Program is a discretionary program that allows the Environmental
Management Department to adjust its staffing resources as they are available. The fuif funding of
the program from the statewide underground fuel tank lawsuits was received sporadically over a
four- year period as cases were settled. Staffing changes - reductions or increases - in this
program are affected by higher priority state mandates and budgetary considerations. Changes in
the economy resulted in some Abandoned Wells Program staff being teturned to their previous
assignments in state mandated programs. The combination of higher priority mandated programs
and normal personnel attrition due to transfers, retirements and hiring freezes are valid factors
considered by the Director when making these staffing changes.

Finding 2 The voluntary reporting and public awareness campaign which replaced the
enforcement program has been ineffective in addressing the enviranmental threat ta the county
groundwater from abandoned wells.

Director, Environmental Management Department Response:

We disagree with this tinding. The new approach has been effective and sustainable. The revised
approach is more consistent with other successful regulatory programs administered by the
Environmental Management Department. To achieve success and positive outcomes, any
regulatory program must start with effective public outreach and education, followed by
inspection and then enforcement. Initially, the Abandoned Wells Program did not adequately
employ an education and outreach component causing a negative reaction from impacted
citizens. The approach was then changed to incorporate outreach and education, using media,
community meetings, direct mailings, and personal contact, as well as to work with cooperative
abandoned well owners first. The plan has always been to close any cases not yet resolved with
dedicated staffing. To date, with the implementation of the revised approach, 285 abandoned
wells have been closed or decomimissioned.

The success of this program has been acknowledged by several outside entities. The Abandoned
Wells Program has received state and national award recognition from the National Association
of Counties (NACO), Ground Water Resources Association of California, and the California
State Assembly.
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Recommendation I Given the environmental threat to Sacramento County cilizens’ water
supply resulting from the hundreds of abandoned wells in the county, the Sacramento Grand
Jury recommends that the Environmental Management Department revive and fully staff the
Abandoned Wells Program and implement the uggressive enforcement program mandaled by
law, using all available statutory and technical tools to identify and decommission abandoned
wells in Sacramento County.

Director, Environmental Manhagement Department Response:

The recommendation has been implemented. The County tecognizes the value and importance
of the Abandoned Wells Program and remains committed to its goais. The Department is in the
process of filling 5.0 limited term, full-time-equivalent positions to complete the program, with
continued emphasis on outreach, education, and compliance, and appropriate enforcement when
necessary, which has thus far closed or decommissioned nearly 300 wells,

2. Millions are wasted on closed juvenile facilities while the county has no long-term
residential treatment programs

Finding 1 Millions of dollars are being wasted to maintain wnused facilities previously used as
long-term residential treatment centers for juveniles.

Director of General Services Response:

[ disagree with this finding.

[ concur that further steps are necessary to reduce the financial fiability the County incurs due to
the vacant property at the Boys Ranch. However, in 2010 we faced exceedingly difficult
financial reductions that cost more than 1,500 jobs in the organization, so it was a difficult but
prudent decision to close the facility. The cost to mothball the facility since 2010 has been about
$2.44 million, while the savings have exceeded $50 million. On its face, these costs seem like a
large sum, but there are three very important factors that must be considered:

s $944,000 of the mothball number is to maintain the facilities; that money remains in the
County financial structure, funding staff, ensuring sustainability of the property, and
contributing to the general fund, This figure also represents a savings of about $700,000
per year in maintenance costs, or some $3.5 million, just for facility upkeep.

o Less than half of the $2.44 million is actual cost-to-maintain; the other $1.5 million is
debt service, which is the invested obligation in the property, not ‘wasted’ dollars.

+« Mothball costs over five years, even including the debt service, is a vast savings over the
staffing and maintenance necessary to keep the site functioning — operational costs
(Probation staffing and operations budgets) were about $10.2 million in Fiscal Year
2008-09 — considering normal inflation, the County saved well over $51 million through
last fiscal year by closing the facility. '

In 2011, the County attempted to lease the Boys Ranch via a Request For Proposals (RFP) to
repurpose the propeity, but the only feasible response was dependent on a 20+ year lease. The
County rejected that concept with the mindset that the property may one day be reopened as a
juvenile detention facility.
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The Warren E. Thornton Youth Center (WETYC) has been in limited use since its closure in
2009. The Probation Department operated a Day Reporting Center (DRC) for approximately one
year and currently uses the site to house its Juvenile Community Supervision division and
conduct office visitation for youth under Court jurisdiction. Use of the facility in this manner
has saved over $1 million in facility costs, in addition to the $35 million in operational costs,
over the last 5 years,

Board of Supervisor’s Response:

We concur with the response [rom the Director of General Services. The 2014-15 budgeted cost
for the Boys Ranch and Warren E. Thornton facilities is $1,978,555. The debt obligation pottion
of this cost is $1,045,793. The County recognizes that it is unlikely the Boys Ranch facility will
be reopened in its former capacity and is taking steps to repurpose the property and reduce costs
incurred by the County.

County Executive Response:

[ agree with the response from the Director of General Services.
Recommendation 1 The County of Sacramento must lake positive steps to stanch the negative
cash flow associated with the Boys Ranch, whether by leasing or selling the property, and should

do whatever is necessary to maximize the property's value.

Director of General Services Response;

The recommendation is already being implemented. [n 2014, current senior management at the
Probation Department and County Executive levels recognized that it is unlikely the Boys Ranch
would be reopened in its former capacity; therefore a revised RFP was issued on March 25, 2014
that expanded the options for repurposing the facility. We received two responses, and are
currently in negotiations with the company that submitted the most viable proposal. There
remains a lot of work to be done, including extensive community outreach, land use permits,
facility renovations, contractual discussions, etc., bul the County is optimistic that the resulting
contract will create a valuable service for the local community, as well as relieve the County of
virtually all of its current financial liabilities at the site.

Combined Board of Supervisors and County Executive Respanse:

The recommendation is already being implemented, Please see the response from the Director of
General Services. The County will continue to take steps towards reducing this liability and
finding alternative uses for the property, however. the property is cutrently zoned for agriculture
and it would likely not be appropriate to rezone the property for commercial activities.
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Finding 2 Facilities and programs for youths in need of long-term treatment in Sacramento
County are limited or non-existent

Chief Probation Officer Response;

[ agree with the finding.

Board of Supervisor’s Response:

We agree with the finding.

County Executive Response:

I agree with the finding.
Recommendation 2 The Sacramento County Board of Supervisors should appoint a task force
to assess the viability of establishing a commitment program at the Youth Center, such as

suggested above, and ensure that action is taken and oversight enforced without further delay.

Chief Probation Officer Response:

The recommendation will not be implemented. Because we are already well underway in
assessing the viability of establishing a residential treatment program at the Youth Center, I do
not agree that the formation of a task force is necessary.

The Probation Department has been working with the Sacramento Criminal Justice Cabinet —~ a
group of key stakeholders in criminal justice including the Courts, the Sheriff’s Department, the
Sacramento Police Department, the District Attorney’s Office, the Public Defender’s Office,
County Health and Human Services, and others — to guide an independent research effort to
obtain accurate information about the service and program gaps in the county’s juvenile justice
system. The resulting report, which we recently received, provides precise information
regarding unmet needs and is intended to act as a guide for future planning efforts to serve our
at-risk youth population.

The report is titled “Juvenile Case Processing and Program Intervention Gap Analysis,” and we
are currently reviewing it. It confirms the finding of the grand jury report that Sacramento
County needs facilities and programs for youths in need of long-term treatment. We will
continue our review of this report, share it with interested parties — including the Criminal Justice
Cabinet — and uttlize it to develop our ongoing plan to provide long-term treatment to at-risk
youths in Sacramento County.

Our department is currently working with the County Executive to schedule a date to present a
summary of this report and our responsive plan to the Board of Supervisors in the coming
months. This presentation will focus on our plan to re-open the Youth Center.
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Board of Supervisor’s Response:

We agree with the Chief Probation Officer’s response.

County Executive Response:

I agree with the response from the Chief Probation Officer.

3. A Firestorm Raging in Herald
(The County was asked to respond to Finding and Recommendation 2, only.)

Finding 2 Since 2008 the District’s finances have not been audited in accordance with
generally accepted auditing standards, as required by law.

Department of Finance Response:

The Department agrees with Finding 2.
Recommendation 2 The county auditor should conduct an immediate audit of rhe District’s
Sfinancial statements and conduct all future annual audits of the District's finances, as required

by law.

Department of Finance Response:

The recommendation for finding 2 cannot be implemented as written.

Government Code 26909 requires Special Districts to have an audit. The Government Code
allows a District to procure their own audit services or the County Auditor-Controller shall
either make or contract with a certified public accountant (CPA) to make an audit of the
accounts and records of a District for which an audit by a CPA is not otherwise provided.
Finding 2 states that “since 2008 the District’s finances have not been audited in accordance
with Generally Accepted Auditing Standards, as required by law.” Based on the finding the
recommendation was to have the county auditor (Department of Finance) perform the audit
rather than having Herald Fire Protection District procure their own audit services.

As required by various statutes within the California Government Code, the County
Department of Finance, Auditor-Controller Division (DOF-A/C) is mandated to perform
certain accounting functions and maintain accounting records for the Herald Fire Protection
Fire District.

These activities, in themselves, necessarily impair the Sacramento County-Auditor’s
independence to perform an audit for the District because the DOF-A/C should not audit its
own work or provide non-audit services in situations where the amounts or services involved
are significant/material to the subject matter of the audit.

A recent change in Government Auditing Standards, issued by the Comptroller General of the
United States, paragraph 3.23, states “Certain conditions may lead (o threats that are so0
significant that they cannot be eliminated or reduced fo an acceptable level through the
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application of safeguards, resulting in impaired independence. Under such conditions,
auditors should decline to perform a prospective audit or terminate an audil in progress. "

As a result of the recent change in the Government Auditing Standards, the DOF-A/C,
Internal Audit Unit can no longer perform the financial audit of the District. The DOF-A/C
intends to procure an outside CPA firm to perform the audit services for the District. DOF-
A/C will either contract with its external auditor or will prepare a Request for Proposals for
the audit services. Either way, due to timing conflicts the audit will not take place until early
2015, In addition, The DOF-A/C, Internal Audit Unit can assist the District in establishing
proper internal controls prior to the start of the audit.

The Board of Supervisors was not asked to respond to this item; however they requested the
following comments be included.

Although the financial audit is a good first step, it will not address all the issues identified by
the Grand Jury, The financial audit will focus on the District’s compliance with acceptable
accounting policies and procedures however it will not assess the underlying financial
stability or management practices of the District.

The Sacramento County Board of Supervisers, therefore respectfully requests that the Grand
Jury perform a management audit of the District to fully address citizen concerns surrounding
the Herald Fire District operations and long-term stability.

FINANCIAL ANALYSIS

Staff from the Environmentai Management Department, Probation, the Department of Finance,
Department of General Services and the County Executive Office contributed to this report.
Costs incurred were absorbed within each department’s budget.

Respectfully submitted, APPROVED:
BRADLEY J. HUDSON
County Executive

NAVDEEP S. GILL
Assistant County Executive
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Herald fire board hires new training officer [ Print Page']
Newhall refutes public accusations

By Bonnie Rodriguez - Managing Editor

Published:
Wednesday, Octeber 22, 2014 1:01 PM CDT

Herald Fire Protection District (HFPD) directors voted 4-0 to hire Herald resident Sandra Hendrickson as
the new assistant fire chief and training officer at the regular fire district meeting on Wednesday, Oct. 15.

The decision was made with little discussion after newly appointed director Cheryl Sheldon made a
motion to hire Hendrickson. Director De Carson seconded the motion. Director Steve Stigelmayer
indicated that there were only two candidates to consider.

According to interim fire chief Jim Templeton, the fire district is required to have a full-time training
officer on staff. That certificated position was previously held by former fire chief Chris McGranahan who
was the presiding training officer for the district for over six years.

Templeton does not have the necessary training certificates to qualify as a tralnmg officer, thereby
necessitating the district to employ an additional position.

Templeton had brought the matter before the board the previous month, submitting a job description
that required the applicant to be a current HFPD employee. At the time, Hendrickson was the onty HFPD
employee qualified for the position. Board members directed Templeton to change the requirement to a
“current fire district employee”, thereby opening the position to outside fire personnel.

Templeton ran the employment ad in the paper twice.

Hendrickson has been with the district in several different positions, mostly volunteer, for over 20 years,
most of those years under the direction of her father "Skip” Hendrickson.

The new position provides a salary of $3,500 per month {($42,000 annually) with annual incremental step
raises of five percent, full medical coverage, California Public Employees’ Retirement System (CalPERS)
participation, $150 a year clothing allowance, as well as paid sick and vacation leave.

Templeton’s interim position has a maximum annual salary of $32,640. The two annual salaries combined
total more than the annual salary of the former chief at $61,200 annually.

During board member comment, Chairman Lance Newhall took time to address accusations about his
involvement with a former checking account the district shared with the firefighter association, an
account that was spotlighted in a recent Grand Jury report.

*1 always had an issue with the way that it [the checking account] was used,” Newhall said to audience
members. "And the comment in the newspaper coming from the concerned Citlzens that I had no issue
with that account until people of the community found out about it - that is so false and 50 misleading.”

Newhall also indicated that he did not know that the account was illegal. Newhall is halfway through his
second four-year term on the HFPD board.

The account and other district management decisions drew a lot of attention after directors began
considering raising fees for the two buildings owned by the fire district three years ago.

At the Oct. 15 meeting, board members:

¢ Directed administration to sell an unused boom truck

hitp://www.galtheraldonline.com/articles/2014/10/22/news/doc5447ebac95f91576066225... 10/30/2014
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* Approved a $400 clothing allowance for full-time employees and $100 clothing aliowance for volunteers
+ Established a speaker sheet system to help organize meetings

» Approved paid claims and payroll
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HFPD directors dotting s, crossing T's
By Bonnie Rodriguez - Managing Editor

Published:
Wadnesday, October 29, 2014 12:51 PM CDT

At a special meeting held on Monday, Oct. 27, Herald Fire Protection District (HFPD) directors approved a
new job description for a part-time secretary and appointed two board members to form a subcammittee
to screen applicants for the position,

Directors intended to complete this process at a special meeting held last Thursday, but audience
members pointed cut procedural errors, as well as agenda errors, forcing the board to table the decision
untif Monday.

The district has gone without its office staff after the full-time administrative assistant and two board
members resigned in August. Those resignations came at the heels of three board members asking the
former fire chief to resign or be terminated.

Interim Fire Chief Jim Templeton tried to hire a part-time office assistant after he took his temporary
position, but was shot down by the board and audience members, citing a nepotism palicy currently in
place for the district, Templeton wanted to hire his niece who had prior experience working for a fire
district,

Several meetings have taken place at which residents have questioned procedural efforts made by the
four-person board. Making sure that all I's are dotted and all T's crossed, audience members have
pointed out improper actions made by the directors, no matter how small.

The stumbling block at last Thursday’s meeting involved the secretary position itself. The agenda listed
an item to appoint a committee to review applicants for a "part-time secretary”, a position that did not
exist and had not been publicly posted.

Trying to bring peace and transparency to the board, director De Carson made an effort to answer the
public’s questions and address issues brought to the board’s attention.

Carson spoke to his fellow directors and asked that the board hold back on decisions pertaining to the
office position until they have dealt with the matter properly.

"L felt that we've made great strides fistening to the community because I feel that our job up here is to
do what you want us to do,” Carson said at the Thursday evening meeting. "And I feel that you want us
to be responsible and open to all of you, and I strive very diligently to do that.”

Chairman of the board Lance Newhall agreed with Carson, “This is going to put us out there another
three weeks but we need to do it right, and if you think we haven‘t done it right, then we need to back up
and revisit it.”

Board members then met Monday night where they, by a unanimous vote, approved the new job
description and agreed to advertise the position in the paper, as well as name appointed directors Carson
and Cheryl Sheldon to form a subcommittee to screen applicants, Directors then voted to allow Interim
Fire Chief Jim Templeton to recommend a candidate for the position.

It will take one more meeting for the position to finally be filled, before the entire board will be able to
vote on the recommended job candidate.

The position, labeled “Part Time Clerical”, will not exceed 20 hours office work per week; the successful
job candidate will also need to attend board meetings, as necessary. The job will pay $15 an hour and

http://galtheraldonline.com/articles/2014/10/29/mews/doc54512230b34af185610302.prt 10/30/2014



Print Version > HFPD directors dotting I's, crossing T’s

will not provide benefits.
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Agenda Item No. 4
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916) 874-6458

November 5, 2014
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer P&)
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:
Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:

The Herald Fire Protection District has prepared the attached response regarding financial
and management issues identified by the Sacramento Grand Jury.

In addition, the County of Sacramento has responded to the Sacramento Grand Jury
regarding financial auditing procedures. The County of Sacramento has also requested
that the Sacramento Grand Jury perform a management audit of the Herald Fire
Protection District.

On October 28, 2014, LAFCo staff met with Jim Templeton, Interim Fire Chief for the
Herald Fire Protection District. This report briefly summarizes the issues and progress
that Herald Fire Protection District is pursuing to resolve the issues identified by the
Sacramento Grand Jury.

It appears that efforts are being made to improve the fire district operations. Also, based
on articles from the “Galt Herald”, the community is engaged and the Board appears to
be responsive to issues and concerns raised by the community during public meetings.



Staffing

The Herald Fire Protection District has hired an Interim Fire Chief as a retired annuitant.
The Interim Fire Chief was formerly with Galt Fire Protection District and is familiar
with the Herald community and fire district operations within this community. This
position is part-time and is limited to 960 hours per year.

In addition, the fire chief has hired an assistant fire chief who has 29 years of experience
and who is certified to train firefighters as required. They are in the process of
establishing a training schedule.

Currently, the management staff of the District appears to be stabilized and they are
attempting to correct the financial and operational deficiencies that have been identified.

Public Accountability

District Staff realize that they need to cormrect the deficiencies identified by the
Sacramento Grand Jury and improve communication with the Herald Community. They
are improving the District’s web site and procedures for the use of its facilities by the
community.

District staff has indicated that they will be changing the accounting practices for leasing
its facilities so that funds are properly accounted for. In addition, the District is no longer
accepting cash or credit card payments for the use of its facilities. The District is
developing a tracking mechanism to document usage. Finally, the District is
standardizing fees and incorporating an appeals process.

Governance

The Herald Fire Protection District is governed by five (35) Board of Directors. Currently,
four (4) seats are filled. Five (5) candidates are running in the November election to fill
two (2) seats.

Jim Templeton has indicated that he will be asking all of the Board Members after the
election to participate in training for Board Members,

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct a financial audit of the
District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.



Budget
The District has adopted a Final Budget for FY 2014-15 as required by State law.
Distriet Policies and Procedures

The current management staff has indicated that they will be addressing all of the issues
identified by the Sacramento Grand Jury in order to reach compliance. They will be
examining personnel policies, operational policies, and the Fire Fighter Bill of Rights.
The Fire Chief has also indicated that they will be incorporating a citizen’s group to
review the proposed policies and recommendations to the Board of Directors prior to a
Public Hearing.

Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

PERS

The District is working with PERS to resolve contribution issues to the California Public
Retirement System. The District has the funds to eliminate all past and current
indebtedness to PERS.

Reserves and Cash Flow

The District is using excess fund balance to eliminate past debt and establish a reserve for
emergencies.

While the reserves have decreased, District staff has indicated that there should be
sufficient cash flow for this year’s current operation and maintenance budget.

Conclusion
District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also

identify the issues in order to evaluate the appropriate course of action to be taken.

District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.

The Board of Directors appear to be listening to the communities concerns.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.
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September 29, 2014

Honorable Robert C. Hight
Presiding Judge

Sacramento County Superior Court
720 Ninth Street, Department 47
Sacramento, CA 95814

RE: Response of the Board of Directors of the Herald Fire Protection District to the
Final Report of the Sacramento Ceunty Grard Jury 2013-2014, pp. 20-31

To fudge Hight:

Pursuant to California Penal Code sections 933 and 933.05, the Governing Board (“Board”) of
the Herald Fire Protection District (“District”) hereby submits its formal Response to the 2013-
2014 Sacramento County Grand Jury Final Report (“Grand Fury Report”) pertaining to various
financial and operation matters of the District.

IR INTRODUCTION

The primary responsibility of the Herald Fire Protection District (including its Board of
Directors) is to act in the best interests of the public as it conducts its fire suppression,
fire safety, and other emergency response and public safety activities,

The Board acknowledges and appreciates the Grand Jury’s in~depth investigation of the
history of, and recent challenges facing, the Herald Fire Protection District. The Board is
particularly gratified by, and fully agrees with, the Grand fury’s recognition: of the critical
role that the District serves in the Herald community. The Board, like the Grand Jury, is
deeply concerned that recent developments in the District may have eroded public
confidence in the ability of the District to meet its obligations. Accordingly,
notwithstanding substantial recent administrative challenges, in the form of recent
admunistrative staff turnover and multiple Board member resignations, the Boeard is
faking vigorous action to implement reforms that it fully believes will position the
District to renew its capacity to effectively serve the community and promote increased
public confidence in the District.

000192715
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With those principles in mind, the Board sets forth its Response, as requested, to the
Findings and Recommendations of the 2013-2014 Sacramento County Grand Jury Final
Report, as follows:

I REQUESTED RESPONSES TO FINDINGS AND RECOMMENDATIONS!

A. Finding 1:

The District lacks adequate internal accounting controls sufficient to ensure
against misappropriation.

Response to Finding 1:

The Grand Jury has identified a number of areas in which the District’s internal
accounting controls appear deficient to ensure agatnst misappropriation of funds.
Notably, the Grand Jury has not identified any actual misapproptiation and, to
date, actual instances of misappropriation of funds or resources have not been
demonstrated to the Board.

Based on circumstances unforeseen at the time that the Grand Jury Report issued,
it has been exceedingly difficult for the Board to conduct an in-depth inquiry and
develop a full understanding of the nature of the District’s internal accounting
controls. In the period following the issuance of the Grand Jury Report, the Board
accepted the resignations of its full-time Fire Chief, its full-time administrative
assistant, and three sitting Board members.® Examination of the records of the
District finds them to be in substantial disarray, and in the period since receipt of
the Grand Jury Report, the District has lacked qualified staff to take on the
taborious task of comprehensively reviewing, sorting, and analyzing the District’s
records.

Notwithstanding the above, it is clear to the Board, if only based on the
deficiencies in recordkeeping, that the Grand Jury has raised appropriate serious
concerns regarding the level and nature of the District’s internal controls.

' The Grand Fury has requested that the Board respond to Findings 1, 2, 3, and 4, and to their related
recommendations, and that the District’s Fire Chief respond to Findings | and 3, and their recommendations.
Because the [ire Chief has resigned, the Board is not able to compel his response to the Grand Fury Report;
therefore this Response contains only the position of the Board.

* The Board has since appointed Board members to two vacant positions, and will await the November election to
fill the third vacant position. A sitting Director’s seat is also before the electorate for the November 41 election.

400192715
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Accordingly, since the issuance of the Grand Jury Report, the Board has taken the
following actions:

1. The Board, dissatisfied with the level of service being received by its
long-time auditor, has engaged the services of a nationally-recognized
accounting firm, Richardson & Company,” to guide the Board in
identifying all records that may exist that will allow the District to
understand and address its internal control issues. Richardson &
Company is in the process of performing a comprehensive audit of all
aspects of the District’s finances. This audit will include, but will not be
limited to, a full audit of, and recommendations pertaining to, the Herald
Community Bam and the Hendrickson Hall. Given the acknowledged
likely deficiencies in past audits, and the challenges in locating and
organizing necessary records, this in-depth audit has proven to be quite
challenging and is not complete at this time.

2. Following the Board’s acceptance of the resignation of the Fire Chief, the
District has labored through a period in which it was required to operate
without the leadership of an experienced executive manager. While the
Assistant Fire Chief of the District graciously agreed to serve as interim
Fire Chief during this challenging period, his background and experience
are primarily in fire suppression operations, not administration. Most
recently, the Board has entered into an agreement for interim services with
a very expenienced retired former fire chief, retired annuitant James
Templeton, who served for many years as the Fire Chief of the Galt Fire
Protection District, prior to that district’s merger with the Cosumnes
Community Services District. Interim Fire Chief Templeton has taken
vigorous action to educate himself on the history and challenges of the
District and has taken the lead in developing strategies to bring the District
into line with accepted, industry-standard administrative practices.
Interim Fire Chief Templeton has signaled his determination, in concert
with the Board, to cooperate with the newly engaged accounting firm for
the District and the Sacramento County (“County™) Finance Department,
in both identifying and rectifying all accounting control deficiencies of the
District. With the leadership of Interim Fire Chief Templeton and the
assistance and advice of Richardson & Company and the County, the
Board is confident that past deficiencies can and will be corrected.

* Richardson & Company is well-recognized and respected in the Sacramento County region and has performed
auditing services for numerous municipalities and special districts, large and small, including, by way of illusiration
and not limitation: Sacramento Metro ¥ire Department, Sacramento Regional Fire/EMS Cotamunication Center,
American Canyon Fire Protection District, Wilton Fire Protection District, Courtland Fire Protection District, and
many others.

00019271.5
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Recommendation 1:

The District should establish adequate internal accounting controls, as identified
in this report, to ensure verification of the District’s finances against waste or mis-
appropriation of District assets,

Response to Recommendation 1:

The Board agrees with Recommendation 1 and, as described above, i3 moving
toward implementation. Upon receipt of the audit and recommendations of
Richardson & Company, the Board will provide a comprehensive update to the
Grand Jury.

Finding 2:

Since 2008, the District’s finances have not been audited in accordance with
generally accepted auditing standards, as required by law.

Response to Finding 2:

The Board shares the Grand Jury’s concern relating to the thoroughness and
quality of past audits of the District’s finances. The Board does not, itself,
possess the necessary financial expertise to determine whether the audits that it
has received since 2008 have met generally accepted auditing standards, but based
on interactions that the Board has had with its prior auditing firm since the
issuance of the Grand Jury Report, the Board is deeply concerned that prior audits
may not have met the requisite standards.

Recommendation 2:

The county auditor should conduct an immediate audit of the District’s financial
statements and conduct all future annual audits of the District’s finances, as
required by law.

Response to Recommendation 2:

The District would welcome an immediate audit, and future audits, by the County.
However, the District has received conflicting information regarding the prospect
that the County will perform a financial audit. Immediately after issuance of the
Grand Jury Report, the District contacted the County Finance Department
regarding whether it was willing and able to conduct such an audit, and was
advised that this is not a service that the County was able to provide at this time.
The County advised the District that it would be necessary for the District to
continue to procure its audits independently. Most recently, however, at its
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meeting on September 23, 2014, the County Board of Supervisors ordered its staff
to conduct a limited financial review of the District “as soon as possible.” As
noted, the District welcomes such a review or audit. Meanwhile, the District has
sought out, and contracted for, auditing services from a highly respected
accounting firm, Richardson & Company. Given its obligation to obtain
independent audits of its finances, and noting that it may take several months for
the County to complete any review or audit, the District is continuing to move
forward through the independent auditing process with all due haste.

Finding 3:

The District has not adopted or implemented personnel policies compliant with
the Firefighters Procedural Bill of Rights with respect to punitive actions against
full-time firefighter employees, and District staff lacks knowledge of the Act’s
requirements.

Response to Findins 3:

The Board shares the Grand Jury’s concern that its policies and procedures,
including personnel policies and procedures, are not fully up-to-date and may be
vague or deficient in clearly setting forth how the District will comply with all
State and federal personnel laws and regulations. The Board concurs that its prior
(now resigned) administrative staff may have lacked knowledge of important
personnel laws and regulations. The Board also acknowledges the District’s
obligation to comply, in appropriate circumstances, with the Firefighter’s Bill of
Procedural Rights. The Board is determined to develop and implement updated
personnel policies that are fully consistent with the rights of the District’s staff.

Recommendaticon 3:

The District should adopt policies and practices compliant with the Firefighters
Procedural Bill of Rights and provide training to all staff regarding the Act’s
requirements.

Response to Recommendaiion 3:

Shortly after the issuance of the Grand Jury Report, the Board formally instructed
its administrative staff to form a committee to develop a comprehensive set of
updated and legally compliant policies and procedures. Unfortunately, before this
important committee was impaneled, the adminisirative staff resigned. Now that
the Board has a gualified interim Fire Chief in place and is in the process of
seeking and hiring an administrative assistant, it is a first order of business for the
Board that the District proceed with the impaneling of its policy committee. The
Board intends to direct staff to support the Committee in its work, in order for a



Honorabla Robert C. Highe
Septamber 29, 2014

Page 6 o1 7

comprehensive set of proposed updated policies and procedures to be presented to
the Board for consideration at the soonest practicable daie.

Finding 4:

The District has failed to timely review and update, as appropriate, District
governance policies.

- Response in Finding 4

As set forth in the above Response to Finding 3, the Board shares the Grand
Jury’s concern that its governance policies are outdated and may be deficient.
The Beard has a critical interest in assuring that it conducts its affairs, in all
respects, in a manner that is consistent with applicable laws and regulations. The
Board desires to improve relations with the pubfic and to promote public
confidence by enacting and implementing effective and compliant governance
pelicies.

Becommendation 4:

The District should comprehensively review and update as appropriate all District
governance policies, including the District’s Master Plan.

Hesponse fo Recommendation 4:

With competent administrative staff in place to support the Board’s development
of updated governance policies, the Board fully intends to comply with this
Recommendation of the Grand Jury. The Board also agrees that, given the recent
history of the District, it is an appropriate juncture at which to revisit the District’s
Master Plan to ascertain where the Plan requires updating so it can support the
Board in setting a course for the long term effectiveness of the District in meeting
the needs of the community it serves.

OI.  ConcLusion

The past several years have presented profound challenges to the Herald Fire Protection
District. Those challenges have strained public confidence in the District and have
Justifiably opened the District and its Board to criticism based on the poor tecordkeeping
by District staff, & lack of transparency in accounting practices, and delays in the
development and implementation of updated and effective administrative and governance
policies and procedures.

DO019278.5
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To the extent that the challenges for the District, acknowledged in this Response, have
sparked a “firestorm” in the District, the Board of Directors submits to the Grand Jury
that it has now undertaken appropriate steps to contain, and ultimately put out, that “fire,”
thereby positioning the District and its Board to promote and retain the full tfrust and
confidence of the public it serves.

Respecttilly submitted,
P ’?w%w / /é"?” ’/’
Lance Newhall

{Chairman of the Board of Directors

cet James Templeton, Interim Fire Chief
Michael Arkelian, Foreperson

By email; Becky Castaneda, Grand Jury Coordinator
castan(@saccourt.com

00019271.5






Agenda Item No. 4

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

1112 I Street, Suite #100
Sacramento, California 95814
(916) 874-6458

December 10, 2014

TO: Sacramento Local Agency Formation Commission

FROM: Peter Brundage, Executive Officer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:
Staffing

The Herald Fire Protection District has hired an Interim Fire Chief as a retired annuitant.
The Interim Fire Chief was formerly with Galt Fire Protection District and is familiar
with the Herald community and fire district operations within this community. This
position is part-time and is limited to 960 hours per year.

In addition, the fire chief has hired an assistant fire chief who has 29 years of experience
and who is certified to train fircfighters as required. They are in the process of
establishing a training schedule.

Public Accountability

District Staff realize that they need to correct the deficiencies identified by the
Sacramento Grand Jury and improve communication with the Herald Community. They
are improving the District’s web site and procedures for the use of its facilities by the
community.

District staff has indicated that they will be changing the accounting practices for leasing
its facilities so that funds are properly accounted for. In addition, the District is no longer
accepting cash or credit card payments for the use of its facilities. The District is



developing a tracking mechanism to document usage. Finally, the District is
standardizing fees and incorporating an appeals process.

Governance

The Herald Fire Protection District is governed by five (5) Board of Directors. Currently,
all seats are filled based on the November 2014 ¢lection.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct a financial audit of the
District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and mnternal control procedures.

Budget

The District has adopted a Final Budget for FY 2014-15 as required by State law.
District Policies and Procedures

The current management staff has indicated that they will be addressing all of the issues
identified by the Sacramento Grand Jury in order to reach compliance. They will be
examimng personnel policies, operational policies, and the Fire Fighter Bill of Rights.
The Fire Chief has also indicated that they will be incorporating a citizen’s group to
review the proposed policies and recommendations to the Board of Directors prior to a
Public Hearing.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed.

Training

The Fire Chief has mdicated that they will be working on establishing appropriate
training for all staff and volunteers.

PERS
The District is current with all payments to Cal PERS.
Reserves and Cash Flow

The District is using excess fund balance to eliminate past debt and establish a reserve for
emergencies.



While the reserves have decreased, District staff has indicated that there should be
sufficient cash flow for this year’s current operation and maintenance budget.

Conclusion
District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also

identify the issues in order to evaluate the appropriate course of action to be taken.

District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.






Agenda Item No. 4
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916) 874-6458

February 4, 2015
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Ofﬁcer‘?
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:

Staffing

The Herald Fire Protection District is currently recruiting for additional volunteer
firefighters.

(Governznce

The Herald Fire Protection District is governed by five (5) Board of Directors. Currently,
all seats are filled based on the November 2014 election.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct a financial audit of the
District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

[n addition, the District will be utilizing an independent Certified Public Accountant to
research financial information needed to complete the audit. Similar to Rio Linda Elverta
Community Water District, the financial records of the Herald Fire Protection District are




incomplete and lacking. Therefore, the initial audit may not be able to issue a favorable
opinion as the current financial condition of the District,

Budget
The District has adopted a Final Budget for FY 2014-15 as required by State law.
Reserves and Cash Flow

The District is using excess fund balance to eliminate past debt and establish a reserve for
emergencies.

While the reserves have decreased, District staff has indicated that there should be
sufficient cash flow for this year’s cutrent operation and maintenance budget.

"District Policies and Procedures

The current management staff has indicated that they will be addressing all of the issues
identified by the Sacramento Grand Jury in order to reach compliance. They will be
examining personnel policies, operational policies, and the Fire Fighter Bill of Rights.
The Fire Chief has also indicated that they will be incorporating a citizen’s group to
review the proposed policies and recommendations to the Board of Directors prior to a
Public Hearing.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed.

Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

PERS

The District is current with all payments to Cal PERS.

Conclusion

District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also

identify the issues in order to evaluate the appropriate course of action to be taken.

District staft will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.



Based on various e-mails and conflicting information, it is difficult to make an accurate
assessment of the current situation. For example, a recent e-mail indicated that the HFPD
did not adequately respond to a fire, however, an article in the Galt Herald indicated that
HFPD was first on the scene and that fire crews from both Cosumnes and Wilton
provided assistance (see attachments). Thus, it is difficult to accurately assess the
situation or determine the underlying reasons and issues that are the cause of the
concerns.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.
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By Bonnie Rodriguez - Managing Editor

Published:
Wadnesday, January 21, 2015 12:37 PM CST

Crews extinguished a fire at a moduiar home on
Herald Road early Friday maorning only to have
flames reignite Saturday evening.

Herald Fire Protection District {HFPD) assistant fire
chief Joe Grubba said when they arrived at the first
fire on Friday morning, there was heavy smoke and
flames coming from the back of the home.

Grubba was among the first fire personnel on scene
after a Cosumnes Fire Department (CFD) medic unit.

- The back half of 3 residence on Herald Road sits guttad
Crews from both Cosumnes Fire and Wiiton Fire - after a fire ravaged the back of the house.
departments assisted in the initial fire. CFD supplied
two engines and Wiiton provided a water tender that
acted as a water runner, refiliing the HFPD water tender that was providing water for the fire engines.

According to Grubba, the homeowner was not home at the time of the fire that gutted the back half of
the dwelling. Grubba was unsure of the cause of the Initiai fire and indicated that a fire wall helped crews
to prevent the fire from spreading through the entire house. The main bedroom of the home was spared
from fire damage, but sustained significant smoke and water damage.

After hours of dousing the home with hundreds of galions of water, crews packed up and headed home
for a rest, only to be called back Saturday evening when flames ignited once again at the same home.

Once again CFD and Wilton fire came in to assist, Wilton providing water and CFD's medic standing by.

The Saturday night fire gutted the rest of the home. Grubba believes that materials reigniting was the
likely cause of the second fire.

Copyright © 2015 - The Galt Herald

[x] Close Window

http://www.galtheraldonline.com/articles/2015/01/21/news/doc54bted997f489614311060.prt  1/21/2015






Brundage. Peter

From: Don Claunch <DClaunch@teicheit.com>
Sent: Friday, January 16, 2015 854 AM

To: Brundage. Peter

Ce: Jim Aschwanden

Subject: HFPD

Good morning Mr. Brundage.

It was brought to my attention from my colleagues at Wiilton Fire last night, as they watched in dishelief as it took 27
minutes for any units from Herald to respend for a structure fire on the morning of the 16™ @ approximately 3:30 A.M.
CSD units from Galt, (E46 & MA45 ) were on scene far the fire attack and on the channel 13 news with no Herald units to
be found. Absolutely incredible, considering the fire was not even % of a mile from the station 87 Herald facility, Wilton
was dispatched to supply a water tender in support for Galt also. Is this nat enough for saomeone to take notice or are
we waiting for a fatality? Gentlemen if this is not the wakeup call we need nothing will be until it is a tragedy! The
infermation is documented at the Sac, County dispatch center but is not available to the public such as myself. PLEASE
LOOK IN TO THIS.

The community of Herald needs your heip desperately! |}

Don Claunch






Dear Board members and the community of Harald,

We, the majority of Herald Volunteer Firefighters, have finaily reachad the condlusion that we are now
locked into a hopeless situation with our current Herald Fire Departiment staff, and in particular, the
new assistant chief-training officer.

Although we ware commended by the Grand Jury last spring in their report for aur professionalism,
Integrity and outstanding commitrent to our communtty in the face of a public fire storm, the changes
in management staff and the ongoing antics of the majority of the Board has led to a diminished and
demaralized volunteer force. We, as a graup, no longer feef safe to respond to calls due to the
unprofessional leadership and lack of Judgment displayed by our on-scene untrained, unguaiffied and
totally disrespectful administration — provided they even feel competled to resgond to calls.

The documerntation is available te the public - we have few, if any, responders and as a result, the public
safety of the Herald Community is in jeopardy!

The Herald Volunteer Firefighters in the past had pride, values, Integrity and a true sense of what
morality stood far. 1t was normal operations for any call to see from 2-8 responders on scane with
anywhere from 2-6 waiting on standby at the statjons in case further assistance was neaded or ready to
respond to another call if necessary. This is no longer the case. There have been instances of
Sacramento County dispatch actually having to tone out our Department muitiple times, and to then
resort to calling to see if we would have ANY responders available.

Our training sessions at this time are attended by few if any volunteers as they do not pertain 1o any
training we can actually use, (ex, tow truck operations?}). The atmosphere at the trainings is reflective of
the attitude of our current management - unprofessional, negative, and confrontatienal. This conduct
has now placed the volunteer fira fighters and the public safety in jeopardy.

Our morale is at an afl-time low driven by the acts of the administration. For example, work schedules
have been developed that now place family members and close personal friends of management on de-
facta full-time status, which — if left unichecked - will require the district to pay full benefits and
retirement for thosa select individuals. This “back doer” conversion theeatens the fiscal integrity of our

district, since thase positions are not flscally sustainable.
4
There are also numerous documented cases of established precedures not being followed or adhered to

by departtment management, and the resuitant lack of professionalism by management has left our
ranks confused, demoralizad, and increasingly resentful. There are no standards of canduct, either
persanal or professional, being consistently exhibited by the management of this district. Rules and
proceduraes are bent and adjusted to fit the persenal pique of hewly-hired management, with
preferantial treatment reserved for a select few family and friends.

If the inmtent of the majority of the Baard and top management has been to reduce the effectiveness
and grofessionalism of this department by hiring a previously terminated employze for the same



pasition for which she was previously found incompetant, then your strategy and actions have been a
resounding success! Your consent and approval of current management placing friends and family in
key positions while verbally assaulting, berating, misleading, and making dangerous and unprofessional
decisions that affect the safety of our public and voluntears is inconsistant with the oath you took to
protect this cornmunity. This community deserves better.

We, as a majority group of the ramaining vctunteer"farce, have reached the point where we cannot, and
will not, tolerate the current situation for much longer, How far does this lunacy have to go? Wil it take
a major ficident and the resuitant public disptay of district management incompatance to effect
change? That's an unacceptable price for this community to pay far the personal and political
shenanigans of the majority of the Board of Directors and the management staff that have been put in
place over the pasi: few months.

Wa want to make this perfectly clear - if substantive change is not made in the management structura,
personnel, and practices of this district in the very near future, wa wiit have no choice but to terminate
aur involvement with this district. Our personai safety and welf-being can no longer be jecpardized by
the contineed unprofessional conduct and management of this district, The Board needs to take action
now to aileviata this untenable situation.

Sincaraly,

Herald Volunteer Firsfightars









Agenda Item No. 6

SACRAMENTQ LOCAL AGENCY FORMATION COMMISSION

1112 I Street, Suite #100
Sacramento, California 95814
(916) 874-6458

April 1, 2015

TO: Sacramento Local Agency Formation Commission

FROM: Peter Brundage, Executive Officer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:
Background

On February 18, 2013, I attended a regularly scheduled Board meeting of the Herald Fire
Protection District. [ discussed the concemns raised by the Commission at LAFCo’s
February 4, 2015 meeting and explained that aside from proposing a reorganization of
consolidation that LAFCo does not have any jurisdiction over District operations. The
Board of Directors is responsible for setting the operation policies and procedures of the
District.

The Herald Fire Protection District serves the southeast portion of Sacramento County.
The District is surrounded by the Cosumnes Community Services District, the Wilton
Fire Protection District, and Sacramento Metropolitan Fire Protection District.

The attached map illustrates the boundary relationships and approximate location of fire
stations which serve the southemn portion of Sacramento County.

The majority of calls for service within Herald Fire Protection District are primarily for
emergency medical responses. In these situations, an ambulance is dispatched from
Cosumnes Community Services District. Note: none of the rural fire districts transport
patients to hospitals. Generally, the rural fire districts provide basic life support (BLS) as
first responders,



Summary of the Process for LAFCo Initiated Reorganizations/Consolidations

LAFCO’s have been given the statutory authority to initiate reorganizations and/or
consolidations of affected local agencies.

The most critical challenge facing LAFCo initiated consolidations is to find an agency
willing 1o assume responsibility.

Summary of LAFCo Initiated Reorganization/Consolidation Process
. LAFCo’s may initiate consolidations or reorganizations;
» LAFCo’s are required to study the impacts and make determinations;
* LAFCo’s may utilize a reorganization committee;
* LAFCo may impose terms and conditions;
» LAFCo must hold a public hearing on the proposal;
»  LAFCo must conduct a protest hearing;

s [f sufficient protest is made, LAFCo must submit it to the voters as outlined
below.

LAFCO-Initiated Consolidation

LAFCO may only initiate a consolidation that is consistent with a recommendation or
conclusion of a study prepared pursuant to Sections 56378, 56425, or 56430 and the
LAFCO determinations specified in Section 5688(b). (§ 56375(a)(3).) Sections 56378,
56425, and 56430 require LAFCO to study existing agencies and make determinations
regarding spheres of influence, and to conduct service reviews of the municipal services
provided in the area under review.

Section 56881 (b} requires LAFCO to make both the following determinations with
regard to a proposed LAFCO-mitiated consolidation:

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

(2) Consolidation promotes public access and accountability
for community services needs and financial resources.



Although not required, where LAFCOQO initiates a consolidation, Section 56827(c)
"encourages" LAFCO to utilize a reorganization commitiee to review the consolidation
proposal.

Section 56668 requires LAFCO to consider the factors set forth in Appendix "A” to this
Memorandum in evaluating the consolidation proposal. LAFCO may also impose terms
and conditions pursuant to Sections 56885.5 and 56886. It is important to keep in mind
that if a conflicting proposal is submitted to LAFCO within 60 days of the submission of
the original consolidation proposal, LAFCO cannot approve the original consolidation
proposal until it considers the second conflicting proposal. (§ 56657.)

a. Protest/Election/Certificate of Completion

LAFCO must provide notice and hold a public protest hearing 1n the affected territory for
a LAFCO-initiated consolidation. (§57008.) The protest hearing must be noticed pursuant
to Section 57025 (regarding method and timing of notice) and Section 57026 (regarding
content of notice). At any time prior to the conclusion of the protest hearing, any
registered voter within inhabited territory that is the subject of a proposed consolidation,
or any owner of land within inhabited or uninhabited territory subject to a proposed
consolidation, may file a written protest against the consolidation. (§ 57051.)

LAFCO is not required to place the LAFCO-initiated consolidation before the voters
unless written protests have been filed in accordance with the requirements of Section
57113, (§57077.2(b)(4).). For changes of organization consisting of consolidation of
two or more districts, Section 57113 requires that LAFCO submit a consolidation to the
voters if LAFCO receives protests signed by either of the following:

(a) In the case of inhabited territory, protests have been signed
by either of the following:

(1) At least 10 percent of the number of landowners within any subject agency
within the affected termtory who own at least 10 percent of the assessed
value of land within the territory. However, if the number of landowners
within a subject agency is less than 300, the protests shall be signed by at
least 25 percent of the landowners who own at least 25 percent of the
assessed value of land within the territory of the subject agency.

(2) At least 10 percent of the voters entitled to vote as a result of residing
within, or owning land within, any subject agency within the affected
territory. However, if the number of voters entitled to vote within a
subject agency is less than 300, the protests shall be signed by at least 23
percent of the voters entitled to vote.

(b) In the case of a landowner-voter district, the territory is uninhabited and
protests have been signed by at least 10 percent of the number of landowners



within any subject agency within the affected territory, who own at least 10
percent of the assessed value of land within the territory.

However, if the number of landowners entitled to vote within a subject agency is
less than 300, protests shall be signed by at least 25 percent of the landowners
entitled to vote.

(§ 57113(a) and (b) (emphasis added).) For LAFCO-initiated proposals, the
method of and formula for calculating protests are the same regardless of whether
a resolution of objection is filed by a subject agency.(§ 57077.2(b}4).)

If a sufficient protest is made, LAFCOQ is required to submit the consolidation to the
voters. LAFCO's resolution must designate the territory in which the elections will be
held, provide the question to be submitted to the voters, specify any consolidation terms
and conditions, and state the vote required to confirm the consolidation. (§§ 57115,
57118.) The election will be held within the territory of each district ordered to be
consolidated. (§ 57t18(a).) The election procedures and requirements are set forth in
Section 57125 et seq.

If an election is held and the majority of voters vote against the consolidation in any of
the districts ordered to be consolidated, LAFCO must adopt a certificate of completion
terminating proceedings. (§§ 57177.5(b), 57179.) However, if the majority of the voters
in both districts ordered to be consolidated vote in favor of consolidation, LAFCO must
execute a certificate of completion confirming the order of consolidation. (§ 57177.5(a).)
If no election is required to be held, the LAFCO Executive Officer must still execute a
certificate of completion and make the requisite filings. (§ 57200.)

Finally, I have attached a paper prepared by Best, Best, and Krieger that sets forth the
various procedures and requirments.

Current Operations
Report Back Regarding Dispatch to Fire Call

I received the attached email and dispatch information from Jim Templeton regarding
information requested by the Commission related to Herald Fire Protection District
response to a mobile home fire. Chief Templeton indicates that resources from Herald
Fire were dispatched and in route within 8 minutes after receiving the call related to the
fire. In addition, units from Cosumnes Community Services District and Wilton Fire
Protection District responded.

Staffing
The Herald Fire Protection District is currently recruiting for additional volunteer

firefighters as well as a permanent Fire Chief. The Board of Directors have requested
that they approve all new hires.



Covernance

The Herald Fire Protection District is governed by five (5) Board of Directors. Currently,
all seats are filled based on the November 2(14 election.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct a financial audit of the
District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

In addition, the District has hired an independent Certified Public Accountant to research
financial information from previous years needed to complete the audit. Similar to Rio
Linda Elverta Community Water District, the financial records of the Herald Fire
Protection District are incomplete and lacking. Therefore, the initial audit may not be
able to issue a favorable opinion as the current financial condition of the District unless
past information can be found.

Budget
The District has adopted a Final Budget for FY 2014-15 as required by State law.
Reserves and Cash Flow

The District is using excess fund balance to eliminate past debt and establish a reserve for
emergencies.

While the reserves have decreased, District staff has indicated that there should be
sufficient cash flow for this year’s current operation and maintenance budget.

District Policies and Procedures

The current management staff has indicated that they will be addressing all of the issues
identified by the Sacramento Grand Jury in order to reach compliance. They will be
examining personnel policies, operational policies, and the Fire Fighter Bill of Rights.
The Fire Chief has also indicated that they will be incorporating a citizen’s group to
review the proposed policies and recommendations to the Board of Directors prior to a
Public Hearing.

Existing policy and procedures are under review by a sub-committee,



Operations and Maintenance
The District is currently working on upgrading and repairing equipment as needed.
Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

PERS
The District is current with all payments to Cal PERS.
Conclusion

District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also
identify the issues in order to evaluate the appropriate course of action to be taken.

District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.

Based on various e-mails and conflicting information, it is difficult to make an accurate
assessment of the current situation. For example, a recent e-mail indicated that the HFPD
did not adequately respond to a fire, however, an article in the Galt Herald indicated that
HFPD was first on the scene and that fire crews from both Cosumnes and Wilton
provided assistance (see attachments). Thus, 1t 1s difficult to accurately assess the
situation or determine the underlying reasons and issues that are the cause of the
concerns.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

Respectfully,

Emu%'m Qa. 5{«/

Peter Brundage
Executive Gfficer
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BEST BEST & KRIEGER
ATTOENEYS AT LAW

To:
FroMm:

Updated.: January i, 2015
MEMORANDUM

CALAFCO

Clark A. Alsop
Paula C.P. de Sousa

CALAFCO: The Metamorphosis of Special Districts: Current Methods for
Consolidation, Dissolution, Subsidiary District Formation and Merger

This Memorandum is intended to provide an updated overview of the typical methods for
the reorganization of special districts. Of course, the procedures and processes for the
consolidation, dissolution, merger and establishment of a subsidiary district may take various
forms not delineated herein. Each Local Agency Formation Commission (“LLAFCO™)} should
work with its legal counsel to follow appropriate procedures.

QUESTIONS PRESENTED

1. What are the various ways a special district may be modified under the Cortese-Knox-
Hertzberg Local Government Reorganization Act of 2000 (Gov. Code § 56000 et seq.)
(the “Act™)?

2, How does the Act restrict the processes to modity special districts?

SHORT ANSWERS

l. Districts may be modified through the following means or combination thereof:

A.
B.
C.
D.

Consolidation;

Dissolution, including Dissolution with Annexation;
Merger;

Establishment of a Subsidiary District.

2. These specific limitations apply to some of the processes listed above:

A.

Consolidation: Historically, only districts formed under the same principal acts
could be consolidated. As of 2005, the consolidation of two or more special
districts not formed pursuant to the same principal act is permitted subject to
certain procedures.

Merger: A city must consent to a merger affecting its territory whether LAFCO
initiates it or the voters approved it.

Establishment of a Subsidiary District: A subsidiary district may be established
only if it meets certain statutory requirements regarding the amount of subsidiary
district territory and the number of district voters within the governing city’s
territory. Additionally, a city must consent to establishment of a subsidiary
district affecting its territory.

! All further citations are to the Government Code unless otherwise specified,
26978.00000\0538741 2
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DISCUSSION

Al CONSOLIDATION

1. Brief History

In 1986, the State Legislature amended the Act to include, in part, a definition for the
term “consolidation.” Under the Act, a “consolidation” is defined as “the uniting or joining of
two or more . . . districts into a single new successor district.” (§ 56030.) Prior to January 1,
2005,% only districts formed pursuant to the same principal act could consolidate. Now, the Act
permits consolidation of two or more special districts not formed pursuant to the same principal
act if certain procedures are followed. Additionally, as of July 1, 1994, LAFCOs have had the
power to initiate proposals to consolidate districts. (§ 56375(a).) Before 1994, only districts or
petitioners could initiate a consolidation proceeding.

Sections 56859 and 56860 require that proceedings to form a consolidated district must
be conducted as authorized in the principal act of the district to be formed. (§ 56859.) However,
Section 56100 specifies that for purposes of reorganization, LAFCO serves as the conducting
authority and that the reorganization provisions of the Act prevail over any conflicting laws in
the principat act of the district, subject to a commission determination.’

2. LAFCQ-Initiated Consolidation

LAFCO may only initiate a consolidation that is consistent with a recommendation or
conclusion of a study prepared pursuant to Sections 56378, 56425, or 56430 and the LAFCO
determinations specified in Section 56881(b). (§ 56375(a)(3).) Scctions 56378, 56425, and
56430 require LAFCO to study existing agencies and make determinations regarding spheres of
influence, and to conduct service reviews of the municipal services provided in the area under
review.

Section 56881(b) requires LAFCO to make both the following determinations with
regard to a proposed LAFCO-initiated consolidation:

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

(2) Consolidation promotes public access and accountability
for community services needs and financial resources.

Although not required, where LAFCO initiates a consolidation, Section 56827(c)
“encourages” LAFCO to utilize a reorganization committee to review the consolidation proposal.

? Assembly Bill 2067, passed on September 10, 2004 and effective January 1, 2003, amended Section 56030 to
permit consolidation of districts not formed pursuant to the same principal act. The Bill contained a sunset provision
reinstating the prior law on July I, 2008, but Senate Bill 819, passed July 20, 2007, deleted the sunset provision
effective January 1, 2008,

! The California Legislative enacted a significant overhaut of California’s Public Employee retirement system in
2013. The effects of that legislation on special district employees as a result of reorganizations is beyond the scope
of this paper.

2.
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Section 56668 requires LAFCO to consider the factors set forth in Appendix “A” to this
Memorandum in evaluating the consolidation proposal. LAFCO may also impose terms and
conditions pursuant to Sections 56885.5 and 56886. It is important to keep in mind that if a
conflicting proposal is submitted to LAFCO within 60 days of the submission of the original
consolidation proposal, LAFCO cannot approve the original consolidation proposal until it
considers the second conflicting proposal. (§ 56657.)

a. Protesi/Election/Certificate of Completion

LAFCO must provide notice and hold a public protest hearing in the affected territory for
a LAFCO-initiated consolidation. (§ 57008.) The protest hearing must be noticed pursuant to
Section 57025 (regarding method and timing of notice) and Section 57026 (regarding content of
notice). At any time prior fo the conclusion of the protest hearing, any registered voter within
inhabited territory that is the subject of a proposed consolidation, or any owner of land within
inhabited or uminhabited territory subject to a proposed consolidation, may file a written protest
against the consolidation. (§ 57051.)

LAFCO is not required to place the LAFCO-initiated consolidation before the voters
unless written protests have been filed in accordance with the requirements of Section 57113,
(§57077.2(b)(4).) For changes of organization consisting of consolidation of two or more
districts, Section 57113 requires that LAFCO submit a consolidation to the voters if LAFCO
receives protests signed by either of the following:

(a) In the case of inhabited territory, protests have been signed
by either of the following:

(1) At least 10 percent of the number of landowners
within any subject agency within the affected
territory who own at least 10 percent of the assessed
value of land within the territory., However, if the
number of landowners within a subject agency is
less than 300, the protests shall be signed by at least
25 percent of the landowners who own at least 25
percent of the assessed value of land within the
territory of the subject agency.

(2) At least 10 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subject agency within the affected territory.
However, if the number of voters entitled to vote
within a subject agency is less than 300, the protests
shall be signed by at least 25 percent of the voters
entitled to vote.

(b) In the case of a landowner-voter district, the territory is
uninhabited and protests have been signed by at least 10
percent of the number of landowners within any subject
agency within the affected territory, who own at least 10
percent of the assessed value of land within the territory,

-3 -
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However, if the number of landowners entitled to vote
within a subject agency is less than 300, protests shall be
signed by at least 25 percent of the landowners entitled to
vote.,

(§ 57113(a) and (b) (emphasis added).} For LAFCO-initiated proposals, the method of and
formula for calculating protests are the same regardless of whether a resolution of objection is
filed by a subject agency. (§ 57077.2(b)4).)

[f a sufficient protest is made, LAFCO is required to submit the consolidation to the
voters. LAFCO’s resolution must designate the territory in which the elections will be held,
provide the question to be submitted to the voters, specify any consolidation terms and
conditions, and state the vote required to confirm the consolidation. (§§ 57115, 57118.) The
election will be held within the territory of each district ordered to be consolidated. (§ 57118(a).)
The election procedures and requirements are set forth in Section 57125 et seq.

If an election is held and the majority of voters vote against the consolidation in any of
the districts ordered to be consolidated, LAFCO must adopt a certificate of completion
terminating proceedings. (§§ 57177.5(b), 57179.) However, if the majority of the voters in both
districts ordered to be consolidated vote m favor of conselidation, LAFCO must execute a
certificate of completion confirming the order of consolidation. (§ 57177.5(a).) If no election is
required to be held, the LAFCO Executive Officer must still execute a certificate of completion
and make the requisite filings. (§ 57200.)

b. Effect of Consolidation®

After the LAFCO Executive Officer files the requisite certificate of completion, the
consolidated district succeeds to all the “powers, rights, duties, obligations, functions, and
properties of all predecessor districts” which consolidated to form the consolidated district.
{§57500.) Included in these rights and duties is liability of the consolidated district for all debts
of the predecessor districts. (§ 57502.) The consolidated district “steps into the shoes™ of the
predecessor districts because it is as if the “consolidated district had been originally formed
under the principal act.” (§ 57500.)

C. Effective Date

Finally, the consolidation’s effective date is the date set forth in LAFCO’s resolution, so
long as it is neither earlier than the date the certificate of completion is executed, nor later than
nine months after an election in which the majority of voters vote for the consolidation. (§
57202(a).) If LAFCO’s resolution does not establish an effective date, the consolidation is

* This section of the Memorandum summarizes the default general conditions applicable to consolidations, as set out
in Section 57500 et seq. Pursuant to Section 57302, these general conditions only apply if LAFCO does not impose
any of the specific terms and conditions authorized under Section 56886. In the event LAFCO does impose terms
and conditions undet Section 56886, Section 57302 states that those terms and conditions become the “exclusive
terms and conditions of the change of organization or reorganization and shall controf over the general provisions of
this part.”” The language in Section 57302 conflicts with newly enacted revisions to Section 56886, which specifies
that terms and conditions imposed under Section 56886 “shall prevail in the event of a conflict between a specific
term and condition authorized [pursuant to Section 56866] and any of the general provisions [set out at Section
57300 et seq.}.” The Legislative Committee of the California Association of Local Agency Formation Commissions
(*CALAFCO”) will undertake a review of the inconsistencies between Sections 56886 and 57302,

-4-
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effective on the date the consolidation is recorded by the county recorder, or if there are two
counties involved, on the last date of recordation. (§ 57202(c).)

3. District-Initiated Consclidation

A, Initiated by One District

The legislative body of a district wishing to consolidate with another district must submit
a Resolution of Application to the LAFCO Executive Officer of the principal county.
(§ 56658(a).) The Application must contain the components set forth in Appendix “B” to this
Memorandum, which include, in part, a Resolution of Application (see Appendix “C”) and a
Plan for Providing Services (see Appendix “D”).

At least five days before the hearing, the Executive Officer must prepare a report on the
Application, including his or her recommendation on the Application, and must give a copy of
the report to every affected district, agency, and city. (§ 56665.) At the hearing, LAFCO hears
and receives written and oral protests and evidence as well as the Executive Officer’s report and
the Plan for Providing Services. (§ 56666.) Section 56668 requires LAFCO to consider the
factors set forth in Appendix “A” to this Memorandum in evaluating the proposal to consolidate.
LAFCO may also impose terms and conditions pursuant to Sections 56885.5 and 56886. It is
important to keep in mind that if a conflicting proposal is submitted to LAFCO within 60 days of
the submission of the consolidation proposal, LAFCO cannot approve the original consolidation
proposal until it considers the conflicting proposal. (§ 56657.)

i Protest/Election/Certificate of Completion

Where a subject agency has not objected by resolution, the voter/landowner petition
requirements for written protest are subject to Section 57077.2(b)(2). (§ 57077.2)) Section
57077.2(b)(2) provides that the applicable protest threshold is the threshold set out in Section
57077.2(b)(1)A) and (B), i.e.:

(A) In the case of inhabited territory, protests have been signed
by either of the following:

D At least 25 percent of the number of landowners
within the territory subject to the consolidation who
own at least 25 percent of the assessed value of land
within the territory.

(i)  Atleast 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, the
territory.

(B) In the case of a landowner-voter district, the territory is
uninhabited and protests have been signed by at least 25
percent of the number of landowners within the territory
subject to the consolidation, owning at least 25 percent of
the assessed value of land within the territory.

-5-
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To summarize, where a subject agency does not object to
the consolidation, the protest is measured in the entire
affected territory.

(Id.) On the other hand, if a subject agency does file a resolution of objection, then the method
of, and formula for, calculating protests are set forth in Section 57077.2(b)(3), which provides:

(A)  Inthe case of inhabited tervitory, protests have been signed
by either of the following:

(1) At least 25 percent of the number of landowners
within any subject agency within the affected
territory who own at least 25 percent of the assessed
value of land within the territory.

(ii) At least 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subject agency within the affected territory.

(B)  In the case of a landowner-voter district, the territory is
uninhabited, and protests have been signed by at least 25
percent of the number of landowners within any subject
agency within the affected territory, owning at least 25
percent of the assessed value of land within the subject
agency.

(Id. (emphasis added).) Notably, where a subject agency has objected, the protest calculation is
measured/calculated within any subject agency within the affected territory, as compared to
measuring/calculating protests within the entire territory subject to consolidation, as is the case
for consolidations without subject agency objection. Regardless, if LAFCO is required to submit
a consolidation to the voters pursuant to either Section 57077.2(b)(2) or Section 57077.2(b)(3)
protest thresholds, then the election must be held within the territory of each district ordered to
be consolidated. (§57118(a).) LAFCO’s resolution must provide the question to be submitted to
the voters, specify any consolidation terms and conditions, and state the vote required to confirm
the consolidation. (§ 57115.) The election procedures and requirements are set forth in Section
57125 et seq.

[ an election is held and the majority of voters vote against the consolidation in any one
of the districts ordered to be consolidated, LAFCO must adopt a certificate of completion
terminating proceedings. (§§ 57177.5(b), 57179.) However, if the majority of the voters in the
districts ordered to be consolidated vote in favor of consolidation, LAFCO must execute a
certificate of completion confirming the order of consolidation. (§ 57177.5(a).) If no election is
required to be held, the LAFCO Executive Officer must still execute a certificate of completion
and make the requisite filings. (§ 57200.)

26978.0000M9538741.2
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ii. Effect of Consolidation’

After the LAFCO Executive Officer files the certificate of completion, the consolidated
district succeeds to all the “powers, rights, duties, obligations, functions, and properties of all
predecessor districts” which consolidated to form a consolidated district. (§ 57500.) Included in
these rights and duties is lability of the consolidated district for all debts of the predecessor
districts. (§ 57502.) The consolidated district “steps into the shoes™ of the predecessor districts
because it is as if the *consolidated district had been originally formed under the principal act.”
(§ 57500.)

iii, Effective Date

The consolidation’s effective date is the date set forth in LAFCO’s resolution, so long as
it is neither earlier than the date the certificate of completion is executed, nor later than nine
months after an election in which the majority of voters vote for the consolidation. (§ 57202(a).)
If LAFCQ’s resolution does not establish an effective date, the consolidation is effective on the
date the consolidation is recorded by the county recorder, or if there are two counties involved,
on the last date of recordation. (§ 57202(c).)

b. Initiated by Two or More Districts

Consolidation may also be initiated by the legislative bodies of two or more special
districts. In order to start the consolidation process, the districts must adopt “substantially
similar” Resolutions of Application to consolidate the districts. {§ 56853(a).) The Application
must contain the components set forth in Appendix “B” to this Memorandum, which include, in
part, 2 Resolution of Application {see Appendix “C”) and a Plan for Providing Services (see
Appendix “D7).

LAFCO may change the terms of the consolidation set forth in the districts” proposal.
(§ 56853(b).) However, after any material modification to any of the terms of the consolidation
proposal, LAFCO must provide mailed written notice of the change to the districts and cannot
move forward on the consolidation for 30 days following that mailing without the districts’
written consent. (§ 56853(b).) During this 30 day time period, either district may file a written
demand with the LAFCO Executive Officer, demanding that LAFCO make determinations only
after notice and hearing on the proposals. If no written demand is made by either district,
LAFCO may make those determinations without notice or a hearing. However, LAFCO cannot
make any changes that would delete or add districts to the proposed consolidation without the
written consent of the applicant districts. (§ 56853(c).)°

i Protest/Election/Certificate of Completion

Upon receiving the districts’ proposals to consolidate, LAFCO must approve, or
conditionally approve, the consolidation uniess LAFCO receives a protest petition from the
statutorily-mandated number of landowners/voters required to submit the consolidation to an
election, as described below. (§ 56853(a).) Moreover, if a conflicting proposal is submitted to

% See, Footnote 4.
® “The application of any provision of this subdivision may be waived by consent of all the subject agencies.”
(§ 56852(b).)
-7 -
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LAFCO within 60 days of the submission of the proposal to consolidate, LAFCO cannot approve
the proposal to consolidate until it considers the conflicting proposal. (§ 56657.)

LAFCO will order consolidation subject to confirmation of the voters, if it receives
protests meeting the voter/landowner requirements of Section 57077.2(b)1). (§ 57077.2.)
Section 57077.2(b)(1) sets forth the following protest threshold:

(A)  In the case of inhabited territory, protests have been signed
by either of the following:

(1) At least 25 percent of the number of landowners
within the territory subject to the consolidation who
own at least 25 percent of the assessed value of land
within the territory.

(if) At least 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, the
territory.

(B) In the case of a landowner-voter district, the territory is
uninhabited and protests have been signed by at least 25
percent of the number of landowners within the territory
subject to the consolidation, owning at least 25 percent of
the assessed value of land within the territory.

(§ 57077.2 (b)(1).)

[f sutficient protest requires LAFCO to submit a consolidation to the voters as calculated
pursuant to Section 57077.2(b)(1), the election will be held within the territory of each district
ordered to be consolidated. (§ 57118(a).) LAFCO’s resolution must provide the question to be
submitted to the voters, specify any consolidation terms and conditions, and state the vote
required to confirm the consolidation. (§ 57115.) The election procedures and requirements are
set forth in Section 57125 et seq.

If an election is held and the majority of voters within the territory of any district vote
against the consolidation, LAFCO must adopt a certificate of completion terminating
proceedings. (§§ 57177.5(b), 57179.) However, if the majority of the voters in both districts
ordered to be consolidated vote in favor of consolidation, the LAFCQO Executive Officer must
execute a certificate of completion confirming the order of consolidation. (§ 57177.5(a).) If no
election is required to be held, LAFCO must still execute a certificate of completion and make
the requisite filings. (§ 57200.)

ii. Effect of Consolidation’

After the LAFCO Executive Officer files the requisite certificate of completion, the
consolidated district succeeds to all the “powers, rights, duties, obligations, functions, and
properties of all predecessor districts” which were consolidated to form a consolidated district.
(8§ 57500.) Included in these rights and duties, a consolidated district becomes liable for all debts

7 See, Footnote 4.
-8
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of the predecessor districts. (§ 57502,) The consolidated district “steps into the shoes” of the
predecessor districts because it is as if the “consolidated district had been originally formed
under the principal act.” (§ 57500.)

Lid. Effective Date

Finally, the effective date of the consolidation is the date set forth in LAFCO’s
resolution, so long as it is neither earlier than the date the certificate of completion is executed,
nor later than nine months after an election in which the majority of voters approved the
consolidation. (§ 57202(a).) If LAFCO’s resolution does not establish an effective date, the
consolidation is effective on the date the consolidation is recorded by the county recorder, or if
there are two counties involved, on the last date of recordation. (§ 57202(c).)

4. Petition-Initiated Consolidation

Special districts may be consolidated by petition signed by the requisite number of
registered voters or landowners, depending upon the specifics of the district’s statutory
authorization. Prior to circulating any petition, however, the proponents for change of
organization must file a notice of intention to circulate a petition with LAFCO. (§ 56700.4(a).)
After a notice of intention to circulate the petition is filed, the petition may be circulated for the
appropriate signatures. (§ 56700.4(b).) For a consolidation, voters or landowners must sign a
petition as follows:

(a) For registered voter districts, by not less than 5 percent of
the registered voters within each of the several districts.

(b) For landowner-voter districts, by landowner-voters within
cach of the several districts constituting not less than S
percent of the number of landowner-voters owning land
within each of the several districts and who also own not
less than 5 percent of the assessed value of land within each
of the several districts.

(§ 56865.)

The petitioners must submit an Application for consolidation to the LAFCO Executive
Officer of the principal county. (§ 56658(a).) Like a Resolution of Application filed by districts
wishing to consolidate, the Application must contain those clements set forth tn Appendix “B” to
this Memorandum. Additionally, the petition must contain all of the requirements delineated in
Section 56700(a) attached to this Memorandum as Appendix “C.” Within 30 days, excluding
Saturdays, Sundays, and holidays, after the date of receiving a petition, the Executive Officer
must cause the petition to be reviewed by either the Registrar of Voters or County Assessor, and
must “prepare a certificate of sufficiency indicating whether the petition is signed by the
requisite number of signers.” (§ 56706(a).) Once an application is deemed complete by the
Executive Officer, the Executive Officer issues a certificate of filing to the applicant. (§
56658(d)-(h).) Within 90 days of issuing the certificate of filing, the Executive Officer must set
a hearing. (§ 56658(h).)

26978.0000009538741.2
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Before LAFCO may take action on a proposal to consolidate, LAFCO must hold a public
hearing on the proposal. (§ 56662(b).) Section 56668 requires LAFCO to consider the factors
set forth in Appendix “A” to this Memorandum in evaluating the proposal to consolidate.
LAFCO may also impose terms and conditions pursuant to Section 56885.5 and 56886.

a. Protest Election/Certificate of Completion

LAFCO is still not required to place the consolidation before the voters unless written
protests have been tiled meeting 1) the threshold in Section 57077.2(b)(2), if a subject agency
has not objected by resolution to the proposal, or 2) the threshold in Section 57077.2(b)(3), if a
subject agency has objected by resolution to the proposal. (§ 57077.2(a).) These threshold limits
are described in greater detail in Section A(3) of this Memorandum, above.

If LAFCO is required to submit a consolidation to the voters pursuant to Section
57077.2(b)(2), the election will be held within the territory of each district ordered to be
consolidated. (§ 57118(a).) LAFCO’s resolution must provide the question to be submitted to
the voters, specity any consolidation terms and conditions, and state the vote required to confirm
the consolidation. (§ 57115.) The election procedures and requirements are set forth in Section
57125 et seq.

If an election is held and the majority of voters within the territory of any subject district
vote against the consolidation, LAFCO must adopt a certificate of completion terminating
proceedings. (§§ 57177.5(b), 57179.) However, if the majority of the voters in each district
vote to consolidate the districts, LAFCO must execute a certificate of completion confirming the
order of consolidation. (§ 57177.5(a).) If no election is required to be held, LAFCO must stili
execute a certificate of completion and make the requisite filings. (§ 57200.)

b. Effect of (Z'cmlsoli(_igti(m8

After the LAFCO Executive Officer files the requisite certificate of completion, the
consolidated district succeeds to all the “powers, rights, duties, obligations, functions, and
properties of all predecessor districts” which consolidated to form a consolidated district. (§
57500.) Included in these rights and duties, a consolidated district becomes liable for all debts of
the predecessor districts. (§ 57502.) The consolidated district “steps into the shoes” of the
predecessor districts because it is as if the “consolidated district had been originally formed
under the principal act.” (§ 57500.)

c. Effective Date

Finally, the consolidation’s effective date is the date set forth in LAFCO’s resolution, so
long as it is neither earlier than the date the certificate of completion is executed, nor later than
nine months after an e¢lection in which the majority of voters vote for the consolidation. (§
57202(a).) 1If LAFCO’s resolution does not establish an effective date, the consolidation is
effective on the date the consolidation is recorded by the county recorder, or if there are two
counties tnvolved, on the last date of recordation. (§ 57202(c).)

¥ See, Footaote 4.
-10 -
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5. Additional Procedures for Consolidation of Districts Not Formed by Same
Principal Act

Districts not formed under the same principal act may be consolidated if certain
procedures are followed. In the past, only districts formed under the same principal act could be
consolidated into a single district. For instance, under the former law, two municipal water
districts could consolidate but an irrigation district and a municipal watet district could not, even
though they may have exercised many of the same powers and duties. After the 2004 and 2007
amendments,” the Act now permits the consolidation of two or more special districts not formed
pursuant to the same principal act. For example, an irrigation district may consolidate with a
municipal water district through LAFCO-initiated, district-initiated, or petition-initiated
procedures as outlined above, subject to the following additional requirements and limitations,

a. LAFCO-Initiated Consclidation

As outlined in Section A(2) above, LAFCO may initiate a consolidation of districts.
Where LAFCO initiates a consolidation of two or more special districts not formed pursuant to
the same principal act, the proposal must be consistent with a recommendation or conclusion of a
study prepared pursuant to Section 56378 or the written statement of determinations specified in
Section 56430(a). (§ 56826.5(b).) The proposal must also ensure that services currently
provided by both districts will not be hampered, that public services costs of the proposal are
likely to be less than, or substantially similar to the costs of alternate means of providing the
service, and that the consolidation promotes public access and accountability for community
service needs and financial resources. (§ 56826.5(b)(1) - (3).)

b. District-Initiated Consolidation

As outlined in Section A(3)(a) and A(3)(b) above, special districts may initiate
consolidation by resolution of application—by one district or jointly by two or more districts, In
addition to all of the requirements delineated in Section 56700(a) and attached to this
Memorandum as Appendix “C,” Section 56700(b) requires that an Application for consolidation
of districts not formed pursuant to the same principal act must either:

(1)  Designate the district that shall be the successor and specify
under which principal act the successor shall conduct itseif;
or

(2) State that the proposal requires the formation of a new
district and includes a plan for services prepared pursuant
to Section 56653.

c. Petition-Initiated Consolidation

As outlined in Section A(4) above, special districts may be consolidated by petition
signed by the requisite number of registered voters or landowners, depending upon the specifics
of the district’s statutory authorization. Proponents must file a notice of intention with LAFCO,

* Assembly Bill 2067, passed on September 10, 2004 and effective January 1, 2005, amended Section 56030 to

permit consolidation of districts not formed pursuant to the same principal act. The Bifl contained a sunset provision

reinstating the prior faw on July i, 2008. Senate Bill 819 deleted the sunset provision effective January 1, 2008.
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26978.000000953874 1.2



BEST BEST & KRIEGER
ATTORNEYS AT LAW

circulate a petition for signatures, and submit an Application for consolidation. (§ 56700.4(a) and
(b); § 56865(a) and (b).) In addition to all of the requirements delineated in Section 56700(a)
and attached to this Memorandum as Appendix “C,” the Application for consolidation of districts
not formed pursuant to the same principal act must do either of the following:

(1) Designate the district that shall be the successor and specify
under which principal act the successor shall conduct itself;
or

(2) State that the proposal requires the formation of a new
district and includes a plan for services prepared pursuant
to Section 56653.
(§ 56700(b).)

d. Limitations on Consolidation of Districts Not Formed Under Same
Act

LAFCO may approve a proposal for reorganization that includes the consolidation of two
or more special districts not formed pursuant to the same principal act only if both the following
conditions are met:

N The commission is able to desighate a successor or
successors, or form a new district or districts, authorized by
their respective principal acts to deliver all of the services
provided by the consolidating districts at the time of
consolidation.

(2) The commission determines that public services costs of
the proposal are likely to be less than or substantially
similar to the costs of alternate means of providing the
service, and the consolidation promotes public access and
accouniability for community service needs and financial
resources.

(§ 56826.5(a); § 56881(b).) The Act also requires LAFCO to determine whether any service
provided at the time could be discontinued due to a lack of authority under the principal act of
the successor. (§ 56886.5(b).) For example, an irrigation district and municipal water district
may not be consolidated into a single irrigation district if the laws governing the resulting
irrigation district would not allow it to perform all the functions of the extinguished water
district. [n this case, the commission shall consider the formation of a new district that is
authorized to provide the service or services. (Id.)

-12 -
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B. DISSOLUTION

1. Brief History

As a result of the Gotch Amendment (AB 1335) to the Cortese-Knox Local Government
Reorganization Act of 1985, proposals to dissolve a special district may be initiated by LAFCO
itself. (§ 56000.) The purpose of the Gotch Amendment was to consolidate overlapping districts
into a more coherent system of local government or dissolve districts that have outlived their
purpose. However, by 2000, five years after the passage of the Gotch Amendment, only one
LAFCO-initiated proposal had led to the dissolution of a special district. (Little Hoover

Commission, Special Districts: Relics of the Past or Resources for the Future? 9 (2000).)

The Act defines “dissolution” as:

The disincorporation, extinguishment, or termination of the
existence of a district and the cessation of all its corporate powers,
except as the commission may otherwise provide pursuant to
Section 56886 or for the purpose of winding up the affairs of the
district.

(§ 56035)

At present, the procedures for a dissolution may be commenced by the district, by
petition, or by LAFCO itself.

2. LAFCO-Initiated Dissolution

A dissolution may be initiated by LAFCO if it is consistent with a recommendation or
conclusion of a study prepared pursuant to Sections 56378, 56425, or 56430, and LAFCO makes
the determinations specified in Section 56881(b). (§ 56375(a)3).) Sections 56378, 56425, and
56430 require LAFCO to study existing agencies and make determinations regarding spheres of
influence and conduct service reviews of the municipal services provided in the area for review.

Section 56881(b) requires LAFCO to make both of the following determinations with
regard to the proposed dissolution:

(1) Public service costs of a proposal that LAFCO is
authorizing are likely to be less than or substantially similar
to the costs of alternate means of providing the service.

(2) The proposed dissolution promotes public access and
accountability for community services needs and financial
resources.

Before LAFCO may dissolve a district, LAFCO must hold a public hearing on the
dissolution proposal. (§ 56662(b).) Section 56668 requires LAFCO to consider the factors set
forth in Appendix “A” to this Memorandum in evaluating the proposal to dissolve a district.

S13 -
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a. Protest/Election/Certificate of Completion

LAFCO is not required to place the dissolution before the voters, unless the required
written protests have been filed as set out in Section 57113. (§ 57077.1(b)}3).) These threshold
limits are detailed in Section A(2)(a) of this Memorandum, above. Additionally, if a change of
organization only consists of a single dissolution, and the dissolution is “consistent with a prior
action of the commission pursuant to Sections 56378, 56425, or 56430,'° the commission may”’
order the dissolution without an election after “holding at least one noticed public hearing, and
after conducting protest proceedings in accordance with this part.” (§ 57077.1(c)(2).) However,
LAFCO must terminate proceedings entirely if a majority protest exists pursuant to Section
57678. (Id.)

If the requirements of Section 57077.1(c) are not met, and if a sufficient protest is made,
LAFCO is required to submit the dissolution to the voters,'" LAFCO’s resolution must designate
the territory in which the elections will be held (which, in the case of a district dissolution, is the
tetritory of the district ordered to be dissolved), provide the question to be submitted to the
voters, specify any dissolution terms and conditions, and state the vote required to confirm the
dissolution. (§§ 57115 & 57118.) The election procedures and requirements are set forth in
Section 57125 et seq.

If an election is held and the majority of voters vote against the dissolution, LAFCO must
adopt a certificate of termination proceedings. (§ 57179.) However, if the majority of the voters
vote for the dissolution of a district, LAFCO must execute a certificate of completion confirming
the order of dissolution. (§ 57176.) [f no election is required to be held, the LAFCO Executive
Officer must still execute a certificate of completion and make the requisite filings. (§ 57200.)

" Sections 56378, 56425, and 56430 require LAFCO o study existing agencies and make determinations regarding
spheres of nfluence, and to conduct service reviews of the municipal services provided in the area under review.

*! Section 57102, however, permits the commission to order the dissolution without an election {except in the case
of a hospital district dissolution) if it makes any of the following findings specified in Section 57102, Section 57102
provides as follows:
a) In any resolution ordering a dissolution, the commission shall make findings upon one or more of the
following matters:
(1) That the corporate powers have not been used, as specified Section 36871, and that there is a
reasonable probability that those powers will not be used in the future.
(2) That the district is a registered-voter district and s uninhabited.
(3) That the board of directors of the district has, by unanimous resolution, consented to the
dissolution of the district.
{4) That the cornmission has authorized, pursuant to subdivision (a) of Section 57077.1, the
dissolution of the district without an election.
{(b) If the commission makes any of the findings specified in subdivision (a), the commission may, except
as otherwise provided in Secticn 57103, order the dissolution of the district without election,
The requirement provisions of Section 37077.1(¢c} control over the provisions of Section 57102, as applicable.

-14 -
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b. Effect of Dissolution '

After the LAFCO Executive Officer files the requisite certificate of completion, the
dissolved district is extinguished and all of its corporate powers cease except to wind up the
affairs of the district, or as required by a term or condition imposed on the dissolution by
LAFCO. (§ 57450.) If the terms and conditions of the dissolution call for annexation of the
district into a single existing district, the remaining assets of the dissolved district are distributed
to the existing successor district. (§§ 57451(d), 56886.) If the dissolution calls for annexation
and distribution of remaining assets of a dissolved district into two or more existing districts,
then the existing district containing the greater assessed value of all taxable property within the
territory of the dissolved district shall become the successor district. (§ 57451(e).) For
dissolution without annexation, a city or county will become the successor agency for the district
depending on which one contains the greatest assessed value of all taxable property within the
territory of the dissolved district. (§ 57451(c).) A successor agency collects the dissolved
district’s assets and is empowered to wind up the business of the district - ensuring that all debts
are paid, distributing assets and all other lawful purposes for the benefit of the lands, inhabitants
and taxpayers within the territory of the dissolved district, as far as practicable. (§ 57452.) In the
case of dissolution with annexation, the successor agency “steps into the shoes™ of the former
district and assumes its corporate powers over the dissolved district’s territory. (§ 56886.)

c. Efifective Date

Finally, the dissolution’s effective date is the date set forth in LAFCO’s resolution, so
long as it is neither earlier than the date the certificate of completion is executed, nor later than
nine months after an election in which the majority of voters vote for the dissolution. (§
57202(a).) If LAFCO’s resolution does not establish an effective date, the dissolution is
effective on the date the dissolution is recorded by the county recorder, or if there are two
counties involved, on the last date of recordation. (§ 57202(c).)

3. District-Initiated Dissolution (Kither by Dissolving District or Affected Local
Agency)

The legislative body of a district may begin the process to dissolve the district by
adopting a Resolution of Application, which must be submitted to LAFCO. (§§ 56654(a);
56858(a).) The Application must contain the components set forth in Appendix “B” to this
Memorandum, which include, in part, a Resolution of Application (see Appendix “C”) and a
Plan for Providing Services (see Appendix “D™). At least 21 days before adopting the resolution,
however, the district may give mailed notice to LAFCO and any affected districts and counties.
(§ 56654(c).)

2 This section of the Memorandum summarizes the default generaf conditions applicable to dissolutions, as set out
in Section 57450 et seq, Pursuant to Section 57302, these general conditions only apply if LAFCQO does not impose
any of the specific terms and conditions authorized under Section 56886. [n the event LAFCO does impose terms
and conditions under Section 56886, Section 57302 states that those terms and conditions become the “exclusive
terms and conditions of the change of organization or reorganization and shall control over the general provisions of
this part.” The language in Section 57302 conflicts with newly enacted revisions to Section 56886, which specifies
that terms and conditions imposed under Section 56886 “shall prevail in the event of a conflict between a specific
term and condition authorized [pursuant to Section 56866! and any of the general provisions [set out at Section
57300 et seq.].” The Legislative Committee of CALAFCO will undertake a review of the inconsistencies between
Sections 56886 and 57302.

-15 -
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Not less than five days prior to the hearing, the Executive Officer must prepare a report
on the Application, including his or her recommendation on the Application, and must give a
copy of the report to every affected district, agency, and city. (§ 56665.) At the hearing,
LAFCO hears and receives written and oral protests and evidence as well as the Executive
Officet’s report and the Plan for Providing Services. (§ 56666(b).) Section 56668 requires
LAFCO to evaluate the dissolution proposal pursuant to the factors set forth in Appendix “A” to
this Memorandum. LAFCO may also impose terms and conditions on the dissolution pursuant
to Section 56885.5 and 56886.

a. Protest/Election/Certificate of Completion

LAFCO is required to place the dissolution before the voters if written protests have been
filed meeting Section 57077.1(b)(1), where a subject agency has not objected by resolution to the
proposal, or Section 57077.1(b)(2), if a subject agency has objected by tesolution to the proposal.
(§ 57077.1(a).). Section 57077.1(b)(1) sets forth the following protest threshoid:

(A)  Inthe case of inhabited territory, protests have been signed
by either of the following:

(i) At least 25 percent of the number of landowners
within the affected territory who own at least 25
percent of the assessed value of land within the
territory.

(ity  Atleast 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, the
affected territory.

(B)  In the case of' a landowner-voter district, that the territory is
uninhabited, and that protests have been signed by at least
25 percent of the number of landowners within the affected
territorv owning at least 25 percent of the assessed value of
land within the territory.

Alternatively, Section 57077.1(b)(2) requires that written protests meet the following threshold:

(A)  Inthe case of inhabited territory, protests have been signed
by either of the following:

(1) At least 25 percent of the number of landowners
within any subject agency within the affected
territory who own at least 25 percent of the assessed
value of land within the territory.

(i)  Atleast 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subijeet agency within the affected territory.

- 16 -
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(B)  In the case of a landowner-voter district, that the territory is
uninhabited, and that protests have been signed by at least
25 percent of the number of [andowners within any subject
agency within the affected territory, owning at least 25
percent of the assessed value of land within the subject
agency.

If LAFCO is required to submit a dissolution to the voters pursuant to Section
57077.1(b), the clection will be held within the territory of the district ordered to be dissolved.
(§ 57118(a).) LAFCO’s resolution must provide the question to be submitted to the voters,
specify any dissolution terms and conditions, and state the vote required to confirm the
dissolution. (§ 57115.) The election procedures and requirements are set forth in Section 57125

et seq.

If an election is held and the majority of voters vote against the dissolution, LAFCO must
adopt a certificate of termination proceedings. (§ 57179.) However, if the majority of the voters
vote for the dissolution of a district, LAFCO must execute a certificate of completion confirming
the order of dissolution. (§ 57176.) If no election is required to be held, the LAFCO Executive
Offcer must still execute a certificate of completion and make the requisite filings. (§ 57200.)

Notwithstanding the above, if a change of organization only consists of a single
dissolution that is “consistent with a prior action of the commission pursuant to Sections 56378,
56425, or 56430,”'* and the dissolution is “initiated by the district board,” then LAFCO may
“immediately approve and order the dissolution without an election or protest proceedings
pursuant to this part.” (§ 57077.1(c)(1).)"> Alternatively, if a single dissolution is initiated by an
affected local agency and if that single dissolution is “consistent with a prior action of the
commission pursuant to Sections 56378, 56425, or 56430,” then commission may” order the
dissolution without an election after “holding at least one noticed public hearing, and after
conducting protest proceedings in accordance with this part.” (§ 57077.1(c}2).) However,
LAFCO must terminate proceedings entirely if a majority protest exists pursuant to Section
57078. (1d.)

b. Effect of Bissolution'®

After the LAFCO Executive Officer files the requisite certificate of completion, the
dissolved district is extinguished and all of its corporate powers cease, except to wind up the
affairs of the district, or as required by a term and condition imposed on the dissolution by
LAFCO. (§ 57450.) If the terms and conditions of the dissolution call for annexation of the
district into a single existing district, the remaining assets of the dissolved district are distributed
to the existing successor district. (§§ 57451(d), 56886.) If the dissolution calls for annexation
and distribution of remaining assets of a dissolved district into two or more existing districts,
then the existing district containing the greater assessed value of all taxable property within the

1 See, Footnote 22 regarding where an election is held for a reorganization consisting of dissolution with
annexation.

* Sections 56378, 56425, and 56430 require LAFCO to study existing agencies and make determinations regarding
spheres of influence, and to conduct service reviews of the municipal services provided in the area under review.

15 See, Foatnote 1 1.

' See, Footnote 12.
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territory of the dissolved district shall become the successor district. (§ 57451(e).) For
dissolution without annexation, a city or county will become the successor agency for the district
depending on which one contains the greatest assessed value of all taxable property within the
tertitory of the dissolved district. (§ 57451(c).) A successor agency collects the dissolved
district’s assets and is empowered to wind up the business of the district; ensuring that all debts
are paid, distributing assets and all other lawful purposes for the benefit of the lands, inhabitants
and taxpayers within the territory of the dissolved district, as far as practicable. (§ 57452.) In the
case of dissolution with annexation, the successor agency “steps into the shoes” of the former
district and assumes its corporate powers over the dissolved district’s territory. (§ 56886.)

C. Effective Date

Finally, the dissolution’s effective date is the date set forth in LAFCO’s resolution, so
long as it is neither earlier than the date the certificate of completion is executed, nor later than
nine months after an election in which the majority of voters vote for the dissolution. (§
57202(a).) If LAFCO’s resolution does not establish an effective date, the dissolution is
effective on the date the dissolution is recorded by the county recorder, or if there are two
counties involived, on the last date of recordation. (§ 57202(c).)

4. Petition-Initiated Dissolution

Special districts may be dissolved by petition signed by the requisite number of registered
voters or landowners, which are set forth in Section 56870. Prior to circulating any petition,
however, the proponent for change of organization must file a notice of intention to circulate a
petition with LAFCO. (§ 56700.4(a).) After a notice of intention to circulate the petition is
filed, the petition may be circulated for the appropriate signatures. (§ 56700.4(b).) Except as
provided in Section 56871," petitions for the dissolution of a district must be signed by:

(@) For registered voter districts, by either of the following:

(1) Not less than 10 percent of the registered voters
within the district.

(2) Not less than 10 percent of the number of
landowners within the district who also own not less

" Section 56871 sets forth alternative petition requirements if the petition for dissolution of a registered voter district
is signed by three or more registered voters within the district (or by three or more landowners within a landowner-
voter district) provided certain additional requirements are met. Under Section 56871, such a petition is deemed
sufficient if the petition recites that the district has been in existence for at least thres years , that the district has not
used ifs corporate powers and that one or more of the fotlowing conditions have existed or now exist;
(a) That during the three-year period preceding the date of the first signature upon the petition any of the
following events have not occurred:

H There has not been a duly selected and acting quorum of the board of directors of the district,

(2) The board of directors has not furnished or provided services or facilities of substantial benefit to
tesidents, landowners, or property within the district,

(3 The board of directors has not levied or fixed and collected any taxes, assessments, service charges,

rentals, or rates or expended the proceeds of those Jevies or collections for district purposes.
{4) That during the one-year period preceding the date of the first signature upon the petition a quorum of the duly
selected and acting board of directors has not met for the purpose of transacting district business,
{¢) That, upon the date of the first signature upon the petition, the district had no assets, other than money in
the form of cash, investments, or deposits.
- 18-
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than 10 percent of the assessed value of land within
the district,

(b)  For landowner-voter districts, by not less than 10 percent of
the number of landowner-voters within the district who also
own not less than 10 percent of the assessed value of land
within the district.

(§ 56870.)

Once a petition is qualified by the Executive Officer, the Executive Officer issues a
certificate of filing to the applicant. (56658(d)-(h).) Within 90 days of issuing the certificate of
filing, the Executive Officer must set a hearing. (§ 56658(h).) Within 35 days of the hearing,
LAFCO must adopt a resolution making determinations approving or disapproving the proposal,
with or without terms and conditions. (§ 56880.) If a conflicting proposal is submitted to
LAFCO within 60 days of the submission of the proposal to dissolve, then LAFCO cannot
approve the proposal to dissolve until it considers the conflicting proposal. (§ 56657.)

a. Protest/Election/Certificate of Completion

Where a subject agency has not objected by resolution, an election must be held if written
protests are received meeting the voter/landowner petition requirements of Section
57077.1(b)(1). (§ 57077.1(a).) Where a subject agency files a resolution of objection, an
election must be held if written protests have been filed meeting the threshold level set forth in
Section 57077.1(b)(2). These thresholds are set forth in Section B(3)(a), above. Additionally, if
a change of organization only consists of a single dissolution that is “consistent with a prior
action of the commission pursuant to Sections 56378, 56425, or 5 6430,18” and the dissolution is
initiated by petition, the commission may order the dissolution without an election after “holding
at least one noticed public hearing, and after conducting protest proceedings in accordance with
this part.” (§ 57077.1(c)2).) However, LAFCO must terminate proceedings entirely if a
majority protest exists pursuant to Section 57078. (1d.)"”

If LAFCO is required to submit a dissolution to the voters pursuant to Section
57077.1(b), the election will be held and the measure must pass within the territory of each
district ordered to be dissolved.*® (§ 57118(a).) LAFCO’s resolution must provide the question
to be submitted to the voters, specify any dissolution terms and conditions, and state the vote
required to confirm the dissolution. (§57115.) The election procedures and requirements are
set forth m Section 57125 et seq.

If an election is held and the majority of voters vote against a dissolution, LAFCO must
adopt a certificate of termination proceedings. (§ 57179.) However, if the majority of the voters
vote for the dissolution, the LAFCO Executive Officer must execute a certificate of completion

" Sections 56378, 56425, and 56430 require LAFCO to study existing agencies and make determinations regarding
spheres of influence, and to conduct service reviews of the municipal services provided in the area under review.

1 See, Footnote 11.

¥ See, Footnote 22 regarding where an election is held for reorganizations consisting of dissolution with
annexation.
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confirming the order of dissolution. (§ 57176.) If no election is required to be held, LAFCO
must still execute a certificate of completion and make the requisite filings. (§ 57200.)

b. Effect of Dissolution’!

After the LAFCO Executive Officer files the requisite certificate of completion, the
dissolved district is extinguished and all of its corporate powers cease except to wind up the
affairs of the district, or as required by a term or condition imposed on the dissolution by
LAFCO. (§ 57450.) If the terms and conditions of the dissolution call for annexation of the
district into a single existing district, the remaining assets of the dissolved district are distributed
to the existing successor district. (§§ 57451(d), 56886.) If the dissolution calls for annexation
and distribufion of remaining assets of a dissolved district into two or more existing districts,
then the existing district containing the greater assessed value of all taxable property within the
territory of the dissolved district shall become the successor district. (§ 57451(e).) For
dissolution without annexation, a city or county will become the successor agency for the district
depending on which one contains the greatest assessed value of all taxable property within the
territory of the dissolved district. (§ 57451(c).) A successor agency collects the dissolved
district’s assets and is empowered to wind up the business of the district - ensuring that all debts
are paid, distributing assets and all other lawful purposes for the benefit of the lands, inhabitants
and taxpayers within the territory of the dissolved district, as far as practicable. (§ 57452.) In the
case of dissolution with annexation, the successor agency “steps into the shoes” of the former
district and assumes its corporate powers over the dissolved district’s territory. (§ 56886.)

c. Effective Date

Finally, the dissolution’s effective date is the date set forth in LAFCQ’s resolution, so
long as it is neither earlier than the date the certificate of completion is executed, nor later than
nine months after an election in which the majority of voters vote for the dissolution. (§
57202(a).) If LAFCO’s resolution does not establish an effective date, the dissolution is
effective on the date the dissolution is recorded by the county recorder, or if there are two
counties involved, on the last date of recordation. (§ 57202(c).)

5. Dissolution with Annexation

The Act’s provisions expressly allow LAFCO to “select” a successor to “step into the
shoes™ of the dissolved district. Section 56886 permits LAFCO to impose a condition on a
dissolution that will grant one agency all of the remaining assets of the dissolved district.
(§ 56886(h) and (i).) When LAFCO imposes such condiiions, the agency granted all of the
dissolved district’s remaining assets becomes the “successor” agency pursuant to Section 57451.
Specifically, Section 57451(d) provides that:

If the terms and conditions provide that all of the remaining assets
of a dissolved district shall be distributed to a single existing
district, the single existing district is the successor.

! See, Footmote 12.
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In such an instance, for example, if one of the remaining assets of a dissolved district is
“that district’s water distribution facilities, including pipelines and water treatment facilities, these
assets will be put to use for the purpose of distributing water by the successor district. The
provisions of Section 57463 support this conclusion. Section 57463 provides that after all debts
are paid, any assets remaining may be used for any lawtul purpose of the public agency to which
the assets have been distributed for the benefit of the lands, inhabitants and taxpayers within the
territory of the dissolved district, as far as practicable. (§ 57463.) Applying the intent of Section
57463 to the water distribution facilitics example would allow the public agency to which the
assets have been distributed to continue to use the water distribution facilities. In essence, the
agency receiving the dissolved district’s remaining assets, which may be the successor agency,
steps into the shoes of the dissolved district.

a. Initiation of Reorganization Consisting of Dissolution with
Annexation

A reorganization consisting of a dissolution with annexation may be initiated by petition,
Resolution of Application by one special district, or if initiated pursuant to Section 56853, the
reorganization can be initiated by the legislative bodies of two or more special districts.

i. Protest/Election/Certificate of Completion

When a reorganization application consists of a dissolution of one or more districts and
the annexation of all or substantially all the territory into another district and the application is
initiated by two or more districts pursuant to Section 56853, the protest thresholds to trigger an
election are set out in Section 57077.3(b)(1}A) and (B). Section 57077.3(b)(1)XA) and (B)
provides as follows:

(A)  In the case of inhabited territory, protests have been signed
by either of the following:

(i) At least 25 percent of the number of landowners
within the affected territory who own at least 25
percent of the assessed value of land within the
territory.

(i) At least 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, the
affected territory.

(B) In the case of a landowner-voter district, that the territory is
uninhabited, and that protests have been signed by at least
25 percent of the number of landowners within the affected
territory, owning at least 25 percent of the assessed value of
land within the territory,
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For proposals initiated by a single special district, or by petition, LAFCO must order the
reorganization subject to confirmation by the voters if it receives protests meeting the following
thresholds:

(1) In the case of inhabited territory, protests have been signed
by either of the following:

(A) At least 25 percent of the number of landowners
within any subject agency within the affected
territory who own at least 25 percent of the assessed
value of land within the territory.

(B)  Atleast 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subject agency within the affected territory.,

(2)  In the case of a landowner-voter district, the territory is
uninhabited, and protests have been signed by at least 25
percent of the number of landowners within any subject
agency within the affected territory, owning at least 25
percent of the assessed value of land within the subject
agency.

(§ 57077.4(b)(1)(A) and (B).)

For dissolution with annexation initiated under Section 56853, if LAFCO is required to
submit the reorganization to the voters pursuant to Section 57077.3(b), the election will be held
and the measure must pass within the territory of each district ordered to be dissolved. (§
57118(a).) On the other hand, if the dissolution with annexation is initiated by petition or by
Resolution of Application by one district, and if there is sufficient protest under Section S7077.4,
the election will be held separately within the territory of each affected district that has filed a
petition meeting the requisite protest requirements.”” LAFCO’s resolution must provide the
question to be submitted to the voters, specify any reorganization terms and conditions, and state
the vote required to confirm the dissolution. (§57115.) The election procedures and
requirements are set forth in Section 57125 et seq.

If an election is held and the majority of voters vote against the reorganization, LAFCO
must adopt a certificate of termination proceedings. (§ 57179.) However, if the majority of the
voters vote for the dissolution, the LAFCO Executive Officer must execute a certificate of
completion confirming the order of reorganization. (§ 57176.) If no election is required to be
held, LAFCO must still execute a certificate of completion and make the requisite filings. (§
57200.)

% Section 57118(F) requires that glections for reorganizations consisting of a dissolution and annexation be held
separately within the territory of each affected district that has filed a petition meeting the requirements of Section
57G77.4(b).
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C. MERGER

1. Brief History

Prior to 1965, the state of the law in California was that the inclusion of the entire
territory of a special district within the boundaries of a city resulted in the automatic merger of
the special district into the city, thereby eliminating the special district. The rationale behind this
doctrine, dubbed the “Doctrine of Automatic Merger,” was the avoidance of the “duplication of
functions - otherwise two distinct governmental bodies claiming to exercise the same authority,
powers and franchises simultaneously over the same territory would ‘produce intolerable
confusion, if not constant conflict.” (City_of Downey v. Downey Water Dist. (1962) 202
Cal.App.2d 786, 792 (citations omitted).)

In 1965, the Legislature enacted the District Reorganization Act of 1963, effective
September 17, 1965 (Stats 1965 ch 2043 §§ 2), adding Government Code section 56400 as

follows:

The Legislature hereby declares that the doctrine of automatic
merger of a district with a city or the merger by operation of law of
a district with a city shall have and be given no further force or
effect. The existence of a district shall not be extinguished or
terminated as a result of the entire tetritory of such district being
heretofore or hereafter included within a city unless such district be
merged with such city as a result of proceedings taken pursuant to
this division.

This very {anguage is now part of the Act and is set forth in Section 56116,

A merger now can only occur as a result of proceedings taken pursuant to the Act. The
term “merger” for purposes of the Act is defined as:

The termination of the existence of a district when the
responsibility for the functions, services, assets, and liabilities of
that district are assumed by a city as a result of proceedings taken
pursuant to this division.

(§ 56056.)

2. LAFCO-Initiated Merger

LAFCO may initiate a merger of a district with a city if it is consistent with a
recommendation or conclusion of a study prepared pursuant to Sections 56378, 56425, or 56430
and LAFCO makes the determinations specified in Section 56881(b). (§ 56375(a)(3).) Sections
56378, 56425, and 56430 require LAFCO to study existing agencies and make determinations
regarding spheres of influence and conduct service reviews of the municipal services provided
in the area for review, Section 56881(b) requires LAFCO to make all of the following
determinations with regard to the proposed merger:

-23 -
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(1)

(2

Before LAFCO may take action on a proposal to merger, LAFCO must hold a public
hearing on the proposal. (§ 56662(b).) Section 56668 requires LAFCO to consider the factors

Public service costs of a proposal that the LAFCO is
authorizing are likely to be less than or substantially similar
to the costs of alternate means of providing the service.

Promotes public access and accountability for community
services needs and financial resources.

set forth in Appendix “A” to this Memorandum in evaluating a merger proposal.

All proposals for merger, except for proposals for the merger of an existing subsidiary

district, also must consider the establishment of a subsidiary district as well.?

a.

LAFCO is required to place a merger before the voters, regardless of whether a subject
agency has objected, where written protests have been filed in accordance with Section 57113.
(§ 57107(b)(3).) Notwithstanding Section 57107(b), the commission shall not order the merger
without the consent of the subject city. (§ 57107(c).) Section 57113 requires LAFCO to submit

Protest/Election/Certificate of Completion

a merger to the voters if LAFCO receives protests signed by the following:

(a)

In the case of inhabited territory, protests have been signed
by either of the following:

(0

(2)

At least 10 percent of the number of landowners
within any subject agency within the affected
territory who own at least 10 percent of the assessed
value of land within the territory. However, if the
number of landowners within a subject agency is
less than 300, the protests shall be signed by at least
25 percent of the landowners who own at least 25
percent of the assessed value of land within the
territory of the subject agency.

At least 10 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subject agency within the affected territory.
However, if the number of voters entitled to vote
within a subject agency is less than 300, the protests
shall be signed by at least 25 percent of the voters
entitled to vote.

 Section 56118 specifically provides: “Except for a proposal for the merger of a then existing subsidiary district,
any proposal for a merger or establishment of a subsidiary district authorized by this division shall contain a request
in the alternative, requesting either a merger or the establishment of a subsidiary district, as may be determined
during the course of the proceedings. Any proposal requesting only merger shall be deemed to also include a request
for the establishment of a subsidiary district and any proposal requesting only the establishenent of a subsidiary

district shall be deemed to also include a request for merger.”

26978.00000\9538741.2
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(b) In the case of a landowner-voter district, the territory is
uninhabited and protests have been signed by at least 10
percent of the number of landowners within any subject
agency within the affected territory, who own at least 10
percent of the assessed value of land within the territory.
However, if the number of landowners entitled to vote
within a subject agency is less than 300, protests shall be
signed by at least 25 percent of the landowners entitled to
vote.

If required to submit a merger to the voters, the election will be held within the “entire
territory of each district ordered to be merged with. . . or both within the district and within the
entire territory of the city outside the boundaries of the district.” (§ 57118(b)‘)24 LAFCO’s
resolution must also provide the question to be submitted to the voters, specify any merger terms
and conditions, and state the vote required to confirm the merger. (§ 57115.) The election
procedures and requirements are set forth in Section 57125 et seq.

[f an election is held and the majority of voters vote against the merger, LAFCO must
adopt a certificate of termination proceedings. (§ 57179.) In addition, no new proposal for a
merger or establishment of a subsidiary district involving the same district may be filed within
two years of the date of the certificate of termination proceedings. (§ 57112 (a).) LAFCO may
waive this prohibition if it finds the prohibition is detrimental to the public interest. (§ 57112(b).}
However, if the majority of the voters vote for a merger, the LAFCO Executive Officer must
execute a certificate of completion confirming the order of merger.”” (§ 57177.) If no election is
required to be held, LAFCO must still execute a certificate of completion and make the requisite
filings. (§ 57200.)

* Pursuant to Section 57108, however, if a petition meeting certain requirements is submitted priot to the conclusion
of the protest hearing, the election will only be called, held and conducted within the district to be merged with, or
established as, a subsidiary district of a city. Section 57108 provides a3 foliows:

At any time prior to the conciusion of the protest hearing by the commission ordering the district

to be merged with or established as a subsidiary district of a city, a petition may be filed with the

executive officer referring, by date of adoption, to the commission's resolution making

determinations and requesting that any election upon that question be called, held, and conducted

only within that district. Any petition so filed shall be immediately examined and certified by the

executive officer by the same method and in the same manner as provided in Sections 56707 to

56711, inclusive, for the examination of petitions by the executive officer,

The commission shal! forward the proposal to the affected city, and the affected city shall call,
hold, and conduct any election upon the question of a merger or the establishment of a subsidiary
district only within the district to be merged or established as a subsidiary district, if the executive
officer certifies that any petition so filed was signed by either of the following;

{a) In the case of a registered voter district, by not less than 10 percent of the
registered voters of the district,
)] In the case of a landowner-voter district, by not less than 10 percent of the number

of landowner-voters within the district who also own not less than 0 percent of
the assessed value of land within the district.

* Section 57177 establishes additional requirements for certificates of completion confirming a merger and/or
establishment of a subsidiary district.

=25 -
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b. Effect of Merger26

On the effective date of the merger, the district ceases to exist and all district funds and
all district property is vested in the city. (§§ 57525 & 57526.) The city becomes liable on all
debts of the merged district. (§ 57531.) The city must use district funds and property to pay
outstanding bonds and other obligations of the merged district. (§ 57528,) If any debts are to be
paid from taxes levied on property in the district, the city council will collect those taxes as they
become due as provided for under the principal act of the merged district, (§ 57529.) All funds
that are unencumbered by debt may be used for any lawful purpose by the city, however, the
city, “so far as may be practicable,” shall use those funds to benefit the land and inhabitants
within the former merged district area. (§ 57533.)

c. Effective Date

Finally, the merger’s effective date is the date set forth in LAFCO’s resolution, so long as
it is neither earlier than the date the certificate of completion is executed, nor later than nine
months after an election in which the majority of voters vote for the merger. (§ 57202(a).) If
LAFCQO’s resolution does not establish an effective date, the merger is effective on the date the
merger is recorded by the county recorder, or if there are two counties involved, on the last date
of recordation. (§ 57202(c).)

3. District/City-Initiated Merger

The legtslative body of a district or city wishing to merge with a city or district must
submit a Resolution of Application to the LAFCO Executive Officer of the principal county.
(§ 56658(a).) The Application must contain the components set forth in Appendix “B” to this
Memorandum, which include, in part, a Resolution of Application (see Appendix “C”) and a
Plan for Providing Services (see Appendix “D”).

Within 30 days of receiving the Application, the Executive Officer must determine if it is
complete and acceptable for filing. (§ 56658(c).) If no determination is made within this time
frame and the appropriate fees have been paid, then the Application shall be deemed to have
been accepted for filing. (§ 56658(¢).) The Executive Officer must accept an Application for
filing if it is in the form prescribed by LAFCO and it contains all the information required in
Appendix “B.” (§ 56658(e).) Within 90 days of accepting a proposal for filing, the Executive
Officer must set a hearing date. (§ 56658(h).)

* This section of the Memorandum summarizes the default general conditions applicable to mergers, as set out in
Section 57525 et seq. Pursuant to Section 57302, these general conditions only apply if LAFCO does not impose
any of the specific terms and conditions authorized under Section 36886. In the event LAFCO does impose terms
and conditions under Section 56886, Section 57302 states that those terms and conditions become the “exclusive
terms and conditions of the change of organization or reorganization and shall control over the general provisions of
this part.” The language in Section 57302 conflicts with newly enacted revisions to Section 56886, which specifies
that terms and conditions imposed under Section 56886 “shall prevail in the event of a conflict between a specific
term and condition authorized [pursuant to Section 56866] and any of the general provisions [set out at Section
57300 et seq.].” The Legisiative Committee of CALAFCOQ will undertake a review of the inconsistencies hetween
Sections 56886 and 57302.
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Before the hearing, the Executive Officer must prepare a report on the Application,
including his or her recommendation on the Application and give a copy of the report to every
affected district, agency, and city. (§ 56665.) At the hearing, LAFCO hears and receives written
and oral protests and evidence as well as the Executive Officer’s report and the Plan for
Providing Services. (§ 56666.) Scction 56668 requires LAFCO to consider the factors set forth
in Appendix “A” to this Memorandum in evaluating the merger proposal. LAFCO may also
impose terms and conditions pursuant to Section 56885.5 and 56886.

a. Protest/Election/Certificate of Completion

LAFCO is required to place a merger before the voters, if written protests have been
filed meeting the requirements of Section 57107(b)(1), where a subject agency has not objected
by resolution to the proposal, or Section 57107(b)(2), where a subject agency has objected by
resolution to the proposal. (§ 57107(a).) Notwithstanding Section 57107(b), the commission
shall not order the merger without the consent of the subject city. (§ 57107(c).) Section
57107(b)(1) sets forth the following protest threshold:

(A)  In the case of inhabited territory, protests have been signed
by either of the following:

(1) At least 25 percent of the number of {andowners
within the affected territory who own at least 25
percent of the assessed value of land within the
territory.

(i)  Atleast 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, the
affected territory.

(B)  In the case of a landowner-voter district, that the territory is
uninhabited, and that protests have been signed by at least
25 percent of the number of landowners within the affected
territory owning at least 25 percent of the assessed value of
land within the territory.

Section 57107(b)(2) requires the following protest threshold:

(A)  Inthe case of inhabited territory, protests have been signed
by either of the following:

(i) At least 25 percent of the number of landowners
within any subject agency within the affected
territory who own at least 25 percent of the assessed
value of land within the territory.

(ii) At least 25 percent of the voters entitled to vote as a
result of residing within, or owning land within, any
subject agency within the affected territory.

.27 -
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(B)  Inthe case of a landowner-voter district, that the territory is
uninhabited and protests have been signed by at least 25
percent of the number of landowners within any subject
agency within the affected territory, owning at least 25
percent of the assessed value of land within the subject
agency.

If LAFCO is required to submit a merger to the voters pursuant to Section 57107, the
election will be held within the “entire territory of each district ordered to be merged with. . . or
both within the district and within the entire territory of the city outside the boundaries of the
district.” (§ 57118(b).)*" LAFCO’s resolution must provide the question to be submitted to the
voters, specify any terms and conditions, and state the vote required to confirm the merger. (§
57115.) The election procedures and requirements are set forth in Section 57125 et seq.

If an election is held and the majority of voters vote against the merger, LAFCO must
adopt a certificate of termination of proceedings. (§ 57179.) In addition, no new proposal for a
merger or establishment of a subsidiary district involving the same district may be filed within
two years of the date of the certificate of termination proceedings. (§ 57112(a).) LAFCO may
waive this prohibition if it finds the prohibition is detrimental to the public interest. (§ 57112(b).)
However, if the majority of the voters vote for the merger, the LAFCO Executive Officer must
execute a certificate of completion confirming the order of merger. (§ 57177.)* If no election is
required to be held, LAFCO must still execute a certificate of completion and make the requisite
filings. (§ 57200.)

b. Effect of NIerger29

On the effective date of the merger, the district ceases to exist and all district funds and
all district property is vested in the city. (§§ 57525 & 57526.) The city becomes liable on all
debts of the merged district. (§ 57531.) The city must use district funds and property to pay
outstanding bonds and other obligations of the merged district. (§ 57528.) If any debts are to be
paid from taxes levied on property in the district, the city council will collect those taxes as they
become due as provided for under the principal act of the merged district. (§ 57529.) All funds
that are unencumbered by debt may be used for any lawful purpose by the city, however, the
city, “so far as may be practicable,” shall use those funds to benefit the land and inhabitants
within the former merged district area. (§ 57533.)

c. Liffective Date

Finally, the merger’s effective date is the date set forth in LAFCO’s resolution, so long as
it is neither earlier than the date the certificate of completion is executed, nor later than nine
months after an election in which the majority of voters vote for the merger. (§ 57202(a).) If
LAFCO’s resolution does not establish an ctfective date, the merger is effective on the date the
merger is recorded by the county recorder, or if there are two counties involved, on the last date
of recordation. (§ 57202(c).)

*7 See, Footnote 24,
e See, Footnote 25,
¥ See, Footnote 26.
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4, Petition-Initiated Merpger

A district of limited powers which overlaps a city may be merged into a city by petition
signed by the requisite number of registered voters or landowners, depending upon the specifics
of the district’s statutory authorization. Prior to circulating any petition, however, the proponents
for change of organization must file a notice of intention to circulate a petition with LAFCO.
(§ 56700.4(a).) After a notice of intention to circulate the petition is filed, the petition may be
circulated for the appropriate signatures. (§ 56700.4(b).) For a merger, voters or landowners
must sign a petition as follows:

(a}  For a registered voter district, by either of the following:
(1) Five percent of the registered voters of the district.

(2) Five percent of the registered voters residing within
the territory of the city outside the boundaries of the
district.

(b) For a landowner-voter district, by either of the following:

(1)  Five percent of the number of landowner-voters
within the district who also own not less than 5
percent of assessed value of land within the district.

(2) Five percent of the registered voters residing within
the territory of the city outside the boundaries of the
district.

(§ 56866.)

The petitioners must submit an Application for merger to the LAFCO Executive Officer
of the principal county. (§ 56658(a).) The Application must contain those elements set forth in
Appendix “B” to this Memorandum. Additionally, the petition must contain all of the
requirements delineated in Section 56700 attached to this Memorandum as Appendix “C.” Once
a petition is qualified by the Executive Officer, the Executive Officer issues a certificate of filing
to the applicant. (§ 56658(d)-(h).) Within 90 days of issuing the certificate of filing, the
Executive Officer must set a hearing. (§ 56658(h).)

Before LAFCO may take action on a merger proposal, LAFCO must hold a public
hearing on the proposal or report and recommendation of a reorganization commitiee.
(§ 56662(b).) Section 56668 requires LAFCO to consider the factors set forth in Appendix “A”
to this Memorandum in evaluating the proposal. LAFCO may also impose terms and conditions
pursuant to Section 56885.5 and 56886.
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a. Protest/Election/Certificate of Completion

LAFCO is required to place a merger before the voters, if written protests have been filed
meeting the requirements of Section 57107(b)(1), where a subject agency has not objected by
resolution to the proposal, or Section 57107(b)2), where a subject agency has objected by
resolution to the proposal. (§ 57107(a).) These threshold limits are delineated in Section
C(3)(a), above. Notwithstanding Section 57107(b), the commission shall not order the merger
without the consent of the subject city. (§ 57107(c).)

If LAFCO is required to submit a merger to the voters pursuant to Section 57107, the
election will be held within the “entire territory of each district ordered to be merged with. . . or
both within the district and within the entire territory of the city outside the boundaries of the
district.” (§ 57118(b).Y’Y LAFCO’s resolution must provide the question to be submitted to the
voters, specify any merger terms and conditions, and state the vote required to confirm the
merger. (§ 57115.) The election procedures and requirements are set forth in Section 57125 et

seq.

If an election is held and the majority of voters vote against the merger, LAFCO must
adopt a certificate of termination proceedings. (§ 57179.) However, if the majority of the voters
vote for the merger, LAFCO Executive Officer must execute a certificate of completion
confirming the order of merger. (§ 57177.)" If no election is required to be held, LAFCO must
still execute a certificate of completion and make the requisite filings. (§ 57200.)

b. Effect of Merger'”

On the effective date of the merger, the district ceases to exist and all district funds and
all district property is vested in the city. (§§ 57525 & 57526.) The city becomes liable on all
debts of the merged district. (§ 57531.) The city must use district funds and property to pay
outstanding bonds and other obligations of the merged district. (§ 57528.) If any debts are to be
paid from taxes levied on property in the district, the city council will collect those taxes as they
become due as provided for under the principal act of the merged district. (§ 57529.) All funds
that are unencumbered by debt may be used for any lawful purpose by the city, however, the
city, “so far as practicable” shall use those funds to benefit the land and inhabitants within the
former merged district area. (§ 57533.)

€. Effective Date

Finally, the merger’s effective date is the date set forth in LAFCO’s resolution, so long as
it is neither earlier than the date the certificate of completion is executed, nor later than nine
months after an election in which the majority of voters vote for the merger. (§ 57202(a).) If
LAFCO’s resolution does not establish an eftective date, the merger is effective on the date the
merger is recorded by the county recorder, or if there are two counties involved, on the last date
of recordation. (§ 57202(c).)

* See, Footnote 24.
1 Seeg, Footnote 23.
2 See, Footnote 26.
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S, Limitations on Merger
As stated above the subject city must consent to the merger. (§ 57107(c).)

D. ESTABLISHMENT OF A SUBSIDIARY DISTRICT

1. A Brief History

The procedures for establishment of a subsidiary district were established by the
legislature in 1965 by the adoption of the District Reorganization Act of 1965, effective
September 17, 1965 (Stats 1965 ch 2043 §§ 2), which added Government Code sections 56073,
56401, and 56405.

For purposes of the current version of the Act, the term “subsidiary district” is a district
in which a city council is designated as, and empowered to act as, the ex officio board of
directors of the district. (§ 56078.) A subsidiary district may be established if, upon the date of
the commission’s order, the commission determines that either of the following situations exist:

(a) The entire territory of the district is included within the
boundaries of a city.

(b) A portion or portions of the territory of the district are
included within the boundaries of a city and that portion or
portions meet both of the following requirements.

(1) Represents 70 percent or more of the area of land
within the district. . . .

(2) Contains 70 percent or more of the number of
registered voters who reside within the district as
shown on the voters’ register in the office of the
county clerk or registrar of voters.

(§ 57105.)

2. LAFCO-Initiated Establishment of a Subsidiary District

LAFCO may initiate the establishment of a subsidiary district if it is consistent with a
recommendation or conclusion of a study prepared pursuant to Sections 56378, 56425, or 56430,
and LAFCO makes the determinations specified in Section 56881(b). (§ 56375(a)(3).} Sections
56378, 56425, and 56430 require LAFCO to study existing agencies, to make determinations
regarding spheres of influence, and to conduct service reviews of the municipal services
provided in the area for review. Section 56881(b) requires LAFCO to make all of the following
determinations with regard to the proposed establishment of a subsidiary district:

(1}  Public service costs of a proposal that the LAFCO is
authonzing are likely to be less than or substantially similar
to the costs of alternate means of providing the service.
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(2)  The proposal promotes public access and accountability for
community services needs and financial resources.

Before LAFCO may take action on a proposal for the establishment of a subsidiary
district, LAFCO must hold a public hearing on the proposal. (§ 56662(b).) Section 56668
requires LAFCO to consider the factors set forth in Appendix “A” to this Memorandum in
evaluating the proposal for the establishment of a subsidiary district.

All proposals for establishment of a subsidiary district must also consider merger.”

a. Protest/Election/Certificate of Completion

The protest and election procedures and the requirements for a certificate of completion
for the establishment of a subsidiary district initiated by LAFCO are the same as the procedures
applicable to LAFCO-initiated mergers, as more particularly described in Section C(2)(a), above.

b. Effect of the Establishment of a Subsidiary District™

On or after the effective date of the establishment of a subsidiary district, the city
council shall be designated, and shall be empowered to act as the ex officio board of directors of
the district. The district shall continue to operate as a separate legal entity with all of the powers,
rights, duties, obligations, and functions provided for by the principal act, except for any
provisions relating to the selection or removal of the members of the board of directors of the
district. (§ 57534.) If a court determnines that holding office both as a member of city council
and as a member of the board of directors is incompatible, the court may order that person to
vacate the board of director position but not the position on city council. (§ 57535.) The court
must order the position on the board of directors to be filled in accordance with the principal act
of the subsidiary district. (§ 57535.)

* Section 56118 specifically provides: “Except for a proposal for the merger of a then existing subsidiary district,
any proposal for a merger or establishment of a subsidiary district authorized by this division shall contain a request
in the alternative, requesting either a merger or the establishment of a subsidiary district, as may be determined
during the course of the proceedings. Any proposal requesting only merger shall be deemed to also include a request
for the establishment of a subsidiary district and any proposal requesting only the establishment of a subsidiary
district shall be deemed to also include a request for merger.”

* This section of the Memorandum summarizes the default general conditions applicable to establishment of a
subsidiary district, as set out in Section 37525 et seq. Pursuant to Section 57302, these general conditions only
apply if LAFCO does not impose any of the specific terms and conditions authorized under Section 56886. In the
event LAFCO does impose terms and conditions under Section 56886, Section 57302 states that those terms and
conditions become the “exclusive terms and conditions of the change of organization or reorganization and shail
controd over the general provisions of this part.” The language in Section 57302 conflicis with newly enacted
revisions to Section 36886, which specifies that terms and conditions imposed under Section 56886 “shall prevail in
the event of a conflict between a specific term and condition authorized {pursuant to Section 56866] and any of the
general provisions {set out at Section 57300 et seq.].” The Legislative Committee of CALAFCO will undertake a
review of the inconsistencies between Sections 56886 and 57302.
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c. Effective Date of the Establishment of a Subsidiary District

The effective date for the establishment of a subsidiary district is the same as the
effective date for a merger, as more particularly described in Section C(2)(c), above.

3. District-Initiated Establishment of a Subsidiary District

The legislative body of a district wishing to establish itself as a subsidiary district may
submit a Resolution of Application to the LAFCO Executive Officer of the principal county.
(§ 56658(a).) The Application must contain the components set forth in Appendix “B” to this
Memorandum, which include, in part, a Resolution of Application (see Appendix “C”) and a
Plan for Providing Services (see Appendix “D™).

Before the hearing, the Executive Officer must prepare a report on the Application
including his or her recommendation on the Application and give a copy of the report to every
affected district, agency, and city. (§ 56665.) At the hearing, LAFCO hears and receives written
and oral protests and evidence as well as the Executive Officer’s report and the Plan for
Providing Services. (§ 56666.) Section 56668 requires LAFCO to consider the factors set forth
in Appendix “A” to this Memorandum in evaluating the proposal. LAFCO may also impose
terms and conditions pursuant to Section 56885.5 and 56886.

a. Protest/Election/Certificate of Completion

The protest and election procedures and the requirements for a certificate of completion
for the establishment of a subsidiary district initiated by a district are the same as the procedures
applicable to district-initiated mergers, as more particularly described in Section C(3)(a), above.

b. Effect of the Establishment of a Subsidiary District™

On or after the effective date of the establishment of a subsidiary district, the city
council shall be designated, and shall be empowered to act as the ex officio board of directors of
the district. The district shall continue to operate as a separate legal entity with all of the powers,
rights, duties, obligations, and functions provided for by the principal act, except for any
provisions relating to the selection or removal of the members of the board of directors of the
district. (§ 57534.) If a court determines that holding office both as a member of city council
and as a member of the board of directors is incompatible, the court may order that person to
vacate the board of director position but not the position on city council. (§ 57535.) The court
must order the position on the board of directors to be filled in accordance with the principal act
of the subsidiary district. (§ 57535.)

c. Effective Date of the Establishment of a Subsidiary District

The effective date for the establishment of a subsidiary district is the same as the
effective date for a merger, as more particularly described in Section C(3)(c), above.

%3 See, Footnote 34.
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4. City-Initiated Establishment of a Subsidiary District

The legislative body of a city wishing to establish a subsidiary district may submit a
Resolution of Application to the LAFCQ Executive Officer of the principal county.
(§ 56658(a).) The Application must contain the components set forth in Appendix “B” to this
Memorandum, which inciude, in part, a Resolution of Application (see Appendix “C”) and a
Plan for Providing Services (see Appendix “D”).

Section 56861 requires LAFCO to provide notice to subject districts within ten days of
receiving such a proposal. Subject districts may then either 1) consent to the proposal or 2)
adopt a resolution of intent to submit an alternative proposal. [f a subject district files a
resolution of intention to file an alternative proposal, the Executive Officer may not take further
action on the original proposal for 70 days. (§ 56862.) If the subject district fails to submit an
alternative proposal during that 70 day period, it is deemed to have consented to the original
proposal. (Id.) If the subject district submits a timely alternative proposal, the Executive Officer
will analyze and report on both the original proposal and the alternative proposal so that “both
proposals may be considered simultaneously at a single hearing.” (1d.)

Before LAFCO may take action on a proposal for the establishment of a subsidiary
district, LAFCO must hold a public hearing on the proposal. (§ 56662(b).) Section 56668
requires LAFCO to consider the factors set forth in Appendix *A” to this Memorandum in
evaluating a proposal for the establishment of a subsidiary district. LAFCO may also impose
terms and conditions pursuant to Sections 56885.5 and 56886.

a. Protest/Election/Certificate of Completion

The protest and election procedures and the requirements for a certificate of completion
for the establishment of a subsidiary district initiated by a city are the same as the procedures
applicable to city initiated mergers, as more particularly described in Section C(3)a), above.

b.  Effect of the Establishment of a Subsidiary District*®

On or after the effective date of the establishment of a subsidiary district, the city
council shall be designated, and shall be empowered to act as the ex officio board of directors of
the district. The district shall continue to operate as a separate legal entity with all of the powers,
rights, duties, obligations, and functions provided for by the principal act, except for any
provisions relating to the selection or removal of the members of the board of directors of the
district. (§ 57534.) If a court determines that holding office both as a member of city council
and as a member of the board of directors is incompatible, the court may order that person to
vacate the board of director position but not the position on city council. (§ 57535.) The court
must order the position on the board of directors to be filled in accordance with the principal act
of the subsidiary district. (§ 57535.)

c. Eftective Date of the Establishment of a Subsidiary District

The effective date for the establishment of a subsidiary district is the same as the
effective date for a merger, as more particularly described in Section C(3)(c), above.

3 See, Footnote 34.
-34 -
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5. Petition-Initiated Establishment of a Subsidiary District

A proposal to establish a district of limited powers as a subsidiary district of a city may
be initiated by petition. Section 56866 requires that the petition be signed as follows:

(a) For a registered voter district, by either of the following:
(1) Five percent of the registered voters of the district.

(2) Five percent of the registered voters residing
within the territory of the city outside the
boundaries of the district.

(b)  For a landowner-voter district, by either of the following:

(1) Five percent of the number of landowner-
voters within the district who also own not
less than 5 percent of assessed value of land
within the district.

(2) Five percent of the registered voters residing
within the territory of the city outside the
boundaries of the district.

Section 56861 requires LAFCO to provide notice to subject districts within ten days of
receiving such a proposal. Subject districts may then either 1) consent to the proposal or 2)
adopt a resolution of intent to submit an alternative proposal. If a subject district files a
resolution of intention to file an alternative proposal, the Executive Officer may not take further
action on the original proposal for 70 days. (§ 56862.) If the subject district fails to submit an
alternative proposal during that 70 day period, it is deemed to have consented to the original
proposal. (Id.) If the subject district submits a timely alternative proposal, the Executive Officer
will analyze and report on both the original proposal and the alternative proposal so that “both
proposals may be considered simultaneously at a single hearing.” (Id.)

Before LAFCO may take action on a proposal for the establishment of a subsidiary
district, LAFCO must hold a public hearing on the proposal. (§ 56662(b).) Section 56668
requires LAFCO to consider the factors set forth in Appendix “A” to this Memorandum in
evaluating a proposal for the establishment of a subsidiary district. LAFCO may also impose
terms and conditions pursuant to Section 56885.5 and 56886,

a. Protest/Election/Certificate of Completion

The procedures for protest, election and the requirements for the certificate of completion
are the same as a petition-initiated merger, as more particularly described in Section C(4)(a),
above.

- 35 -
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b. Effect of the Establishment of a Subsidiary District’’

On or after the effective date of the establishment of a subsidiary district, the city
council shail be designated, and shall be empowered to act as the ex officio board of directors of
the district. The district shall continue to operate as a separate legal entity with all of the powers,
rights, duties, obligations, and functions provided for by the principal act, except for any
provisions relating to the selection or removal of the members of the board of directors of the
district. (§ 57534.) If a court determines that holding office both as a member of city council
and as a member of the board of directors is incompatible, the court may order that person to
vacate the board of director position but not the position on city council. (§ 57535.) The court
must order the position on the board of directors to be filled in accordance with the principal act
of the subsidiary district. (§ 57535.)

c. Effective Date of the Establishment of a Subsidiary District

The effective date for the establishment of a subsidiary district is the same as the
effective date for a merger, as more particularly described in Section C(4)(a), above.

6. Limitations on the Establishment of a Subsidiary District

A proposal for the establishment of a subsidiary district cannot go forward without the
consent of the subject city. (§ 57107(c).) Additionally a subsidiary district may only be
established if on the date of LAFCO’s order the statutory requirements regarding the amount of
subsidiary district territory and the number of district voters within the governing city’s territory
are met.

7 See, Footnote 34.
236 -
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APPENDIX “A”
FACTORS

Section 56668,

Factors to be considered in the review of a proposal shall include, but not be limited to,
all of the following:

(a)

(b)

(c)

(d)

®

(g)
(h)
(1)

@)

Population and population density; land area and land use; per capita assessed
valuation; topography, natural boundaries, and drainage basins; proximity to other
populated areas; the likelihood of significant growth in the area, and in adjacent
incorporated and unincorporated areas, during the next 10 years.

The need for organized community services; the present cost and adequacy of
governmental services and controls in the area; probable future needs for those
services and controls; probable effect of the proposed incorporation, formation,
annexation, or exclusion and of alternative courses of action on the cost and
adequacy of services and controls in the area and adjacent areas. "Services," as
used In this subdivision, refers to governmental services whether or not the
services are services which would be provided by local agencies subject to this
division, and includes the public facilities necessary to provide those services.

The effect of the proposed action and of alternative actions, on adjacent areas, on
mutual social and economic interests, and on the local governmental structure of
the county.

The conformity of both the proposal and its anticipated effects with both the
adopted commission policies on providing planned, orderly, efficient patterns of
urban development, and the policies and priorities in Section 56377,

The effect of the proposal on maintaining the physical and economic integrity of
agricultural lands, as defined by Section 56016.

The definiteness and certainty of the boundaries of the territory, the
nonconformance of proposed boundaries with lines of assessment or ownership,
the creation of islands or corridors of unincorporated territory, and other similar
matters affecting the proposed boundaries.

A regional transportation plan adopted pursuant to Section 65080,

The proposal’s consistency with city or county general and specific plans.

The sphere of influence of any local agency which may be applicable to the
proposal being reviewed.

The comments of any affected local agency or other public agency.

-37-
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(k)

)

(m)

(n)

(0)
(p)

The ability of the newly tormed or receiving entity to provide the services which
are the subject of the application to the area, including the sufficiency of revenues
for those services following the proposed boundary change.

Timely availability of water supplies adequate for projected needs as specified in
Section 65352.5.

The extent to which the proposal will affect a city or cities and the county in
achieving their respective fair shares of the regional housing needs as determined
by the appropriate council of governments consistent with Article 10.6
(commencing with Section 65580) of Chapter 3 of Division 1 of Title 7.

Any information or comments from the landowner or owners, voters, or residents
of the affected territory.

Any information relating to existing land use designations.

The extent to which the proposal will promote environmental justice. As used in
this subdivision, "environmental justice" means the fair treatment of people of all
races, cultures, and incomes with respect to the location of public facilities and
the provision of public services.

Section 36668.3.

(a)

(b)

If the proposed change of organization or reorganization includes a city
detachment or district annexation, except a special reorganization, and the
proceeding has not been terminated based upon receipt of a resolution requesting
termination pursuant to either Section 56751 or Section 56857, factors to be
considered by the commission shall include all of the following:

(I}  Inthe case of district annexation, whether the proposed annexation will be
for the interest of landowners or present or future inhabitants within the
district and within the territory proposed to be annexed to the district.

(2) [n the case of a city detachment, whether the proposed detachment will be
for the interest of the landowners or present or future inhabitants within
the city and within the territory proposed to be detached trom the city

(3) Any factors which may be considered by the commission as provided in
Section 56668.

(4) Any resolution raising objections to the action that may be filed by an
affected agency.

(5) Any other matters which the commission deems material.

The commission shall give great weight to any resolution raising objections to the
action that is filed by a city or a district. The commission’s consideration shall be
based only on financial or service related concerns expressed in the protest.

.38 -
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Except for findings regarding the value of written protests, the commission is not
required to make any express findings concerning any of the factors considered by
the commission.

Section 56668.5.

The commission may, but is not required to, consider the regional growth goals and
policies established by a collaboration of elected officials only, formally representing
their local jurisdictions in an official capacity on a regional or subregional basis. This
section does not grant any new powers or authority to the commission or any other body
to establish regional growth goals and policies independent of the powers granted by
other laws.

-39.
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APPENDIX «“B”
CONTENTS OF A PROPOSAL APPLICATION

Each application must include the following information:

a.

b.

(§ 56652.)

26978.00000:0538741.2

A petition or resolution of application initiating the proposal;
A statement of the nature of each proposal;

A map and description acceptable to the executive officer of the
boundaries of the subject territory for each proposed change of
organization or reorganization;

Any data and information as may be required by any regulation of
the commission;

Any additional data and information as may be required by the
executive officer pertaining to any of the matters or factors which
may be considered by the commission;

The names of the officers or persons, not to exceed three in
nurmmber, who are to be fumished with copies of the report by the
executive officer and who are to be given mailed notice of the
hearing.

- 40 -
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APPENDIX «“(”

CONTENTS OF A RESOLUTION OR PETITION OF APPLICATION

A resolution of application must include the following:

d.

State the proposal is made [pursuant to Part 3 of Division 3 of the
Act [(§ 56650 et seq.)];

State the nature of the proposal and list ail proposed changes of
organization;

Set forth a description of the boundaries of the affected territory
accompanied by a map showing the boundaries;

Set forth any proposed terms and conditions;
State the reason or reasons for the proposal;

State whether the petition is signed by registered voters or owners
of land.

Designate not to exceed three persons as chief petitioners, setting
forth their names and mailing addresses.

Request that the proceedings be taken for the proposal [pursuant to
Part 3 of Division 3 of the Act (§ 56650 et seq.)]; and

State whether the proposal is consistent with the sphere of
influence of any affected city or affected district.

(§§ 56654 and 56700.)

26978.0000M9538741.2
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APPENDIX “D”
PLAN FOR PROVIDING SERVICES

Local agencies submitting a resolution of application for a change of organization
must submit a plan for providing services which must include the following:

b.

(§ S6653(b).)

26978.00000\9538741.2

An enumeration and description of the services to be extended to
the affected territory;

The level and range of those services;

An indication of when those services can feasibly be extended to
the affected territory;

An indication of any improvement or upgrading of structures,
roads, sewer or water facility, or other conditions the local agency
would impose or require within the affected territory if the change
of organization or reorganization is completed;

Information with respect to how those services would be financed.

.47 -



Brundage. Petar

Fron: Jim Templeton <jtemp84@gmail.com>
Sent: Wednesday, February 04, 2015 7:42 PM
To: Brundage. Peter

Subject: dispatch for herald fire

Attachments: call report pgl.pdf; report page 2.pdf

I have attached the dispatch information from the CAD system. Note several herald units went in foute within
eight minutes. the retone was at the demnd of assistant chief grubba who explained to me the pagers failed to

alret on the firsttone..
Poor weather conditions adversely affected our radio transmissions, however, it is fairly easy to extrapolate the

arrival times.
Medic 46 was first on scene with water tanker 87 and engine 87 close behind. Engine 46 and the Wilton water

tanker arrived shortly after.

Jim Templeton
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Agenda Item No. 6
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916) 874-6458

June 3, 2015
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.

DISCUSSION:

Status of Current Operations

Staffing

The Herald Fire Protection District is currently recruiting for additional volunteer
firefighters as well as a permanent Fire Chief. The Board of Directors is still approving
all new hires.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct a financial audit of the
District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.



In addition, the District has hired an independent Certified Public Accountant to research
financial information from previous years needed to complete the audit. Similar to Rio
Linda Elverta Community Water District, the financial records of the Herald Fire
Protection District are incomplete and lacking. Therefore, the initial audit may not be
able to issue a favorable opinion as the current financial condition of the District unless
past information can be found.

Budget

The District has prepared the Proposed Budget for FY 2015-16 as required by State law.
The Fire Chief is proposing that the District budget approximately $160,000 for
contingencies. The Proposed Budget is balanced and should be adopted in accordance
with State law.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

Conclusion
District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also

identify the issues in order to evaluate the appropriate course of action to be taken.

District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

Respectfully,

Peter Brundage

Executive Officer



Agenda Item No. 6
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916} 874-6458

August §, 2015
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.

DISCUSSION:

Status of Current Operations

Staffing

The Herald Fire Protection District is currently recruiting for additional volunteer
firefighters as well as a permanent Fire Chief. The Board of Directors is still approving
all new hires.

The current Fire Chief, Jim Templeton has recently resigned. The Board of Directors has
appointed an Interim Fire Chief and hopes to recruit a permanent chief within 60 to 90
days.

Financial Audit and Accounting Procedures
The District has hired Richardson and Company to conduct a financial audit of the

District. The audit is in progress, however, at this time the date of completion has not
been determined. District staff recognizes the need to complete the audit and implement



appropriate accounting practices, policies, and procedures related to expenditure control
and intermal control procedures.

The audit ts currently in progress.
Budget

The Dustrict has prepared the Proposed Budget for FY 2015-16 as required by State law.
The Fire Chief is proposing that the District budget approximately $160,000 for
contingencies. The Proposed Budget is balanced and should be adopted in accordance
with State law.

Policy and Procedures

The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury. The Board adopted several of the Policies on June 17,
2015 and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has agreed to purchase four fire engines from the Wilton Fire Protection
District subject to confirming if the fire engines are in good repair. Note: the Wilton Fire
protection is in the process of replacing these vehicles during the next several months.

Training

The Fire Chief has tndicated that they will be working on establishing appropriate
training for all staff and volunteers.

Sacramento Grand Jury

[ have the attached the Sacramento Grand Jury FY 2014-15 Final Report related to the
Herald Fire Protection District.

Conclusion
District staft realizes that it may take a while to make all the necessary changes and

improvements. However, it appears that they have been willing to acknowledge and also
identify the issues in order to evaluate the appropriate course of action to be taken.



District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury.

LAFCo staff will continue to monitor the status of District compliance with these 1ssues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

Respectfully,

Peter Brundage
Executive Officer

Attachments






Sacramento Grand Jury FY 2014-15 Final Report

A FIRESTORM RAGING IN HERALD

REASON FOR INVESTIGATION

The Herald Fire Protection District (HFPD} is an independent special district, charged with
providing fire, rescue and medical emergency services to the Herald community in southeast
Sacramento County. These services are carried out largely by volunteer firefighters. The
District is governed by a five member, elected Board of Directors.

The Grand Jury initiated an investigation centered on three issues: (1) is the Board of Directors
effectively managing the District's fiscal affairs; (2} is the Fire Chief employing sound, legal
personnel practices; and (3) is the Board effectively and transparently implementing sound
governance policies and practices?

Findings: The Grand Jury found many operationai deficiencies in the District, including
inadequate internal accounting controls and outdated governance policies.

Recommendations: Pertinent to District personnel, the Grand Jury recommended that a better
internal accounting control system be established to guard against misappropriation of District
assets; the District should review and adopt policies that conform to the Firefighters' procedural
Bili of Rights Act; and the Board of Directors should review and update as needed, all
governance palicies and the District's Master Plan, The Grand Jury also recommended that the
County Auditor (Department of Finance} conduct an audit of the District’s finances; and the
Sacramento Local Agency Formation Commission (LAFCo) conduct a Municipai Services
Review.

RESPONSES

District: The Board and interim Fire Chief agree with the Grand Jury’s recommendations and are
in the process of implementing changes to existing pracesses and policies.

County: The Department of Finance (DOF) responded that Government Code 26909 requires
special districts to have an audit. This code allows a district to procure its own audit services or
the County Auditer can make or contract with a certified public accountant to conduct an
independent audit. The Department will try to help the District procure a quaiified auditor in
early
2015.

LAFCo: As of September 3, 2014, LAFCo has begun the Municipal Service Review (MSR)
process. The District provided initial responses to a LAFCo questionnaire. Prior to finalizing
the MSR, LAFCo will evaluate the viability of reorganization/consolidation of fire and emergency
services with another nearby fire district. In the event consclidation is not feasible, LAFCo will
assist the District to correct management and governance deficiencies.



2014-2015 GRAND JURY COMMENTS

The Grand Jury notes that all required responses to this investigation were submitted in
compliance with Penal Code sections 933 and 933.05. In the period following the issuance of
the 2013-2014 Grand Jury Final Report, many changes have occurred at the Herald Fire
Protection District inciuding: the Fire Chief, Administrative Assistant and three sitting Board
members resigned; Board Director vacancies were filled with the November 2014 elections: a
new Chairman of Board of Directors was appointed; and the Board engaged the services of a
private auditing firm to perform a comprehensive audit of District finances. [t appears that the
interim Fire Chief (former Fire Chief of the Galt Fire Protection District) is trying to address
operational improvements. However, residents continue to express concerns that emergency
response time is compromised because voltunteer firefighters are resigning from service with the
District.

This Grand Jury has confidence that with new leadership and assistance from both the County
and an experienced auditing firm, past deficiencies in the District will be corrected. In time, the
greater Herald community will have renewed assurance that the Herald Fire Protection District
in meeting its fire, rescue, and medical emergency obligations.



NEWS

| HFPD approves first set of -
ici . Print P
policies after Grand Jury recommendation L—-ﬁla—i]
By Bennie Rodriguez - Managing Editor

i Published:
Wednesday, June 24, 2015 1:00 PM CDT

Directors over the Heraid Fire Protection District voted to approve four board policies at the June 17
regular meeting, while two additional policies failed to pass.

The smail fire district had received a recommendation from the Sacramento County Grand Jury last June
to review and update their policies; this is the first set of policies the board has approved since the
recommendation.

In December of last year, the board of directors appointed a policy advisory committee to review existing
board policies and report back recommendations.

Among those approved last week are code of ethics for the board of directors, and board member
conduct policies, policy numbers 4010 and 4015, respectively. These two policies address a number of

. expectations for proper behavior of board members and, according to committee members, follow similar
¢ guidelines outlined in various other fire district policies. Board Policy 4010 passed with a unanimous vote,
white policy 4015 passed with a 4-1 vote with chairperson Chery! Sheldon voting against the policy.

Sheidon took issue with a sentence in the policy that states that board members would be responsible for
attorney fees accrued if that board member did not have direction from the other board members to seek

counsel.

; “Any action to contact legal counsel or the incurring of any other expense by an individual director shall
' become the responsibility of that individual director, and will not be reimbursed by the district,” the policy

reads,

' Sheldon’s concern was that, as chair, she may need to seek legal counse! for placing sensitive items on
{ an agenda.

¢ Jim Aschwandon, chair of the policy advisory committee, assured directors that this policy did not
i prevent such actions and that the board can grant authority to an individual board or administrative

member,
Board policies 5010 and 5020 were passed unanimously with a few amendments to 5020.

Policy 5010 addresses protoco! for calling and posting board meetings, and includes established meeting
day, time and location. The policy alse addresses when special meetings can be called and when to hold
an organizational meeting. Policy 5020 gives the board direction on how to create the meeting agenda.

The beard also considered board poiicies 5030 and 5070; however, Sheldon, along with board members
i Lance Newhall and De Carson, voted against adopting the two policies that address beard meeting
conduct and rules of order,

1 Both policies require board members to use Robert’s Rules of Order as a “general guideline” for meeting
protocol, rules of order adhered to by most forms of governmental agencies. Sheldon said she felt that
Robert’s Rules were too rigid and indicated that it was her understanding that other fire districts did not

follow Robert’s Rules and, instead, led a more casual meeting.

Turning the floor over to Interim Fire Chief Jim Templeton, Sheldon leoked to him for confirmation.

http://'www.galtheraldonline.com/articles/2015/07/01 /news/doc558acbb1484b8857753451.... 7/14/2015




"California special district authority does not propose foliowing Robert's Rules of Qrder in a strict sense,” !
Tempieton told the board at the June 17 meeting. "They believe that you can pass appropriate policies 1

- and procedures to handle your board agendas and meetings, and I agree. I feel that that's a rigid
guideline. Assuming that you have appropriate procedures in place, you can have productive meetings
perfectly respectful ... without going through rigid guidelines ... The special district authority is statewide
that’'s not something that they reaily agree with.”

Guidelines made available by the California Special Districts Alliance, a partnership between CSDA, the

. CSDA Finance Corporation and the Special District Risk Management Authority {SDRMA), can be found on
the California Special District Association’s website. The website offers a quick glance reference for
special districts based on Robert’s Rules of Order.

* The reference starts by stating:

“Parfiamentary procedure is a set of rules for conducting business at meetings in an orderly and

productive fashion. Robert’s Rules of Order have been adopted by many organizations and assemblies,

including the governing boards of special districts, to help them establish their procedural rules of ocrder

and manage their meetings effectively. Using parfiamentary procedure enabies a special district

governing board to consider and act upon the greatest number of issues in the shortest amount of time,
- while promoting a deliberative process of full and free discussion.”

' The quick reference guide centinues with instruction on order of business, different types of motions, the
. proper way to handle maotions, and other parliamentary procedures all based on Robert’s Rules of Grder.

The CSDA website also referred special districts to the Robert’s Rules of Order website for further
informatian.

At the end of the discussion, Sheldon confirmed that the policies did not pass and indicated that thay
need more clarification about Robert’s Rutes of Order.

Copyright © 2015 - The Galt Herald
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Brundage. Peter

From: Lockhart. Dan .
Sent: Wednesday, July 29, 2015 3:38 PM !
To: Brundage. Peter

Terpleton tenders resignation

Fire board to search for short-term interim

Published:
Wednesday, July 29, 2015 12:11 PM CDT

Herald Fire Protection District (HFPD) directors met yesterday, Tuesday, July 28 in closed session during a special
meeting to discuss fire district personnel and possible litigation.

Reconvening after closed session, chairperson Chery! Sheldon reported that the board accepted the resignation of
interim Fire Chief lim Templeton.

“The board has agreed unanimously to accept the immediate and irrevocable resignation of Chief Templeton,” Sheldon
said,

The chair went on to explain that the board also agreed that the assistant chief, Sandra Hendrickson, would assume the
duties in the absence of a chief and to call a meeting as soon as possible to interview and possibly hire an interim chief
as well as review and approve a submitted fire chief job description.

The board hopes to fill the permanent position in the next 60 to 90 days.
Templeton's resignation comes after a 9-1-1 call was placed from Station 87.

According to the Sacramento County Sheriff's office, the call came in at 3:39 a.m. The caller, who identified themselves
as an employee, reported that there was a verbal altercation between an employee and employer. A deputy responded
to the call and mediated the scene.

Don Lockhart, AICP
Assistant Executive Officer
1112 | Street, Suite 100
Sacramento, CA 95814-2836
916.874.2937

916.854.9099 (FAX)
Don.Lockhart@SaclLAFCo.org







Fire board votes to purchase vehicies, pending quality check
By Bonnie Rodriguez - Managing Editor

Published: Wednesday, July 29, 2015 12:11 PM CDT

Herald fire to possibly add four trucks to fleet

Herald Fire Protection District (HFPD} directors voted 3-2 to purchase four vehicles from Wilton Fire
Protection District (WFPD) at last Wednesday’s meeting, pending maintenance inspection. Directors
Lance Newhali and De Carson were the dissenting votes.

HEPD directors were able to view two of the trucks on July 15, when Wilton persannel brought the two
vehicles to what was supposed to be a regular HFPD bhoard meeting. That meeting was postponed until

last Wednesday, July 22.

At the July 22 meeting, Wilton Assistant Fire Chief Jim Graham and Captain Alex Carl presented
information about the four vehicles. WFPD has two Type 1 engines available, as well as two water
tenders. individually priced, the four vehicies would cost $70,000. Each Type 1 engine is priced at
$20,000, and each of the water tenders is priced at $15,000. WFPD is offering to sell all four of the
vehicles to their neighboring district HFPD for $56,000.

Graham explained that the water tenders have a remote control on the nozzle. According to Graham,
one persan can basically take it to the head of a fire, move it, sweep back and forth with the remote
control on the nozzle and put out the fire.

“It’s very efficient, especially for a department that doesn’t have a lot of personnel,” said Graham. “One
person can put out a lot of fire with this.”

The four vehicles are in service now and WFPD is in the process of purchasing replacement emergency
apparatuses, however, one Type 1 engine is available now to make the move over to Herald. Graham
indicated that the first water tender would be available early September, the second water tender
would be ready to transfer early October, and the final Type 1 engine would be available late October.

The four vehicles will come fully equipped with radios, ladders and hoses.

“We’re throwing in the radios,” said Graham. “You’d have four rigs with radios ready to go, where you
don’t have to do anything, and they have ladders and hoses. We feel it’s a win for both districts. All you
have to do is take Wilton off and put Herald on.”

Keeping things fight, Graham added, “And the chief told me that, if you buy all four, he’s going to throw
in a free tank of water for each truck.”

Director Carson was concerned about the budget.

"} feel we should complete that {the budget) before we purchase vehicles and leave ourseives short
funded.”



Director Newhall asked Interim Fire Chief Jim Templeton what his thoughts were.

“The two Type 1 engines really don’t have a practicable value for us in this area; we need engines that
have more flexibility, capability,” Tempieton said.

Templeton said his recommendation would be to ook into purchasing the two water tenders.

Director Brian Hurlbut had looked into the Wilton apparatuses and was reporting back to the rest of the
board. Included in his report was a review of current Herald fire equipment given to Huribut by a Herald
firefighter. According to the list, many of the HFPD vehicles have significant mechanical issues.

“I think one of the best things we can do as a district is to update our equipment,” said Director Don
Siegalkoff. "We certainly need to upgrade our units. | think we would be much better served to buy all
four and trade out the ones we have and sell to pay back the fund. | don’t believe some of these units
(HFPD vehicles} are in the shape that we would lke to think they are. We need to go ahead and buy
these units.”

Hurlbutt agreed, “I'd like to make the motion that we purchase these four units from Wilton; they’lt do a
lot of good for our district and improve our capabilities and response.”

Originally, the motion to purchase the trucks failed, with Hurlbut and Siegalkoff casting the only two
affirmative votes.

Chairperson Cheryl Sheldon made a motion to purchase the two water tenders at 530,000, which was
seconded by Siegalkoff.

Upon further discussion, Sheldon voiced her concern about the condition of the four Wilton vehicles.

“My concern would be having them checked cut before we even think of purchasing them, not just
taking it on their word that there’s no leaks or problems with them,” said Sheldon.

WFPD contracts out to Cosumnes Fire Department to maintain the district’s fleet and, according to
Graham and Carl, the four trucks are in good working order.

“We can approve the purchase on the contingency that they pass the inspection,” said Hurlbut. “If they
don’t pass the inspection, then we don’t purchase them.”

Hurbut said that he believed that the mechanic from CSD could inform the board about the condition of
the apparatuses.

“They’ve got all the records, ali the service on that vehicle,” said Hurlbut. “We can have them look at
them again, tell us if they’re functional, if there’s any leaks or problems with them and, if it's a probiem,
then we can negate that part of the sell.”

Sheldon amended her motion to include purchasing all four trucks on the condition that a mechanic
looks at the vehicles and the board has a chance to review the report prior to the purchase being
finalized.



Newhall still was uncomfortabie with purchasing the vehicles.

“I feel like we're jumping the gun,” said Newhall. “I don’t think we have enough information to make a
decision about the four. | don’t have a problem with the small water trucks; it just seems like we're
jumping the gun.”

Siegalkoff made mention that the district spent thousands of dollars upgrading office equipment.

“We spend money on whatever hot fancy somebody has at the time, be it a new computer, paving the
parking iot, whatever it might be, instead of upgrading our equipment,” said Siegalkoff. “We’ve got
trucks we know are not in great shape; get rid of those.”

Siegalkoff went on to remind the board that the important issue was the public’s safety.

“These are good solid trucks from everything | can see, from everything we've been told,” said
Siegalkoff. “If we get a mechanic that confirms that, we need to move forward. We keep finding excuses
to drag our feet on things, and the public is not being served. We are not fulfilling our fiduciary duty, in
my apinion.”

Ultimately, the vote was 3-2 in favor of purchasing the Wilton trucks, contingent upon the mechanic’s

review,






Agenda Item No. 5

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

1112 I Street, Suite #100
Sacramento, California 95814
(916) 874-6458

November 4, 2015

TO: Sacramento Local Agency Formation Commission

FROM; Peter Brundage, Executive Officer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.

DISCUSSION:

Status of Current Qperations

Staffing

The Herald Fire Protection District is currently recruiting for additional volunteer
firefighters as well as a permanent Fire Chief. The Board of Directors is still approving
all new hires.

At the present time, the District has approximately 8 active volunteers, however; only one
volunteer has completed the necessary certifications as required. The District is in the
process of training and conducting classes to meet the required certifications and
gualifications for all of the volunteers.

The District is also in the process of hiring a permanent fire chief. The District has
approximately 18 applications. The Board will be screening and conducting interviews
during the month of November, The objective is to hire a new fire chief by December.



Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct financial audits of the District
from 2009 to the current year. In order to compiete the audit the District has hired a
forensic accountant to analyze a separate checking account that was created to account
for administration and management of the district’s building which is rented out on a
regular basis. The checking account has been closed, but the accounting records were
poorly maintained, The accountant is attempting to reconstruct the financial records of
this account from available data. The transactions for the District fire operations are
generally in order which account for a significant portion of the budget.

The audit is in progress, however, at this time the date of completion has not been
determined. District staff recognizes the need to complete the audit and impiement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal contro! procedures.

Budget

The District has prepared the Proposed Budget for FY 2015-16 as required by State law.
The Fire Chief is proposing that the District budget approximately $160,000 for
contingencies. The Proposed Budget is balanced and adopted in accordance with State
law.

Policy and Procedures

The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury. The Board adopted revisions or confirmed existing
policies and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has agreed to purchase four fire engines from the Wilton Fire Protection
District subject to confirming if the fire engines are in good repair. Note: the Wilton Fire
protection is in the process of replacing these vehicles during the next several months.

The District has entered into a contract with Cosumnes Community Services District to
repair and maintain equipment as needed. In addition, the District is selling surplus
equipment.



Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

Rental Building

The District rents out a building for private and public use. The Fire Chief has reported
to the Board that this facility is one of the core issues facing the District. He believes that
the building has become the primary focus of District operations and interferes with the
primary mission of fire suppression and emergency response.

This facility consumes a great deal of management and administrative time during the
week because it is used frequently. It is also one of the main factors negatively impacting
the financial audit.

The Fire Chief proposed that the Board solicit an RFP for a third party to operate and
manage this facility to free up time for the District staff to pursue fire protection
activities. While the Board agreed to review this issue, it appears that the Board is split
on how and who should manage this facility. The fire chief will report back on various
options to operate this facility.

Contract for Services

In the event that the District does not hire a permanent fire chief and in order to keep all
options open, the fire chief requested approval to send out letters to surrounding fire
districts to determine if any of them would be interested in entering into a contract for
services. Basically, Herald Fire Protection District could contract with an adjacent fire
district to manage and operate HFPD similar to Natomas Fire Protection District.

This mode! is currently being used in Placer County with several independent fire
districts and has been efficient and cost effective solution. The Districts are able to
maintain their identity and local control.

Conclusion
District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also

identify the issues in order to evaluate the appropriate course of action to be taken.

Diastrict staff will be working with the Board of Directors to establish the priority actions
to address both concemns raised by the community and the Sacramento Grand Jury.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.



SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

Respectfully,

?mmi‘)%

Peter Brundage
Executive Officer

Attachments



Print Version > New chief delivers state of district to HFPD directors Page 1 of 3

The Galt Hefald

NEWS

Maw chief delivers state of district to HFPD directors i -

. rint Page_J
Anatomy of an emergency also point of R B el
discussion ?

By Bonnie Rodriguez - Managing Editor
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Members of the Herald Fire Protection District board
sat quietly as new interim Fire Chief Tony Corado
reviewed the state of the small fire district last
Wednesday night, Sept. 16.

Using terms like "we’re hanging by a thread” and
“high anxiety”, Corado explained to directors that the | °
small fire district is a bit smaller than previously
thought.

|
Corado’s evaluation started with staffing. i
He explained that he was given a roster of 18 people [
when he arrived. Corado soon found, through !
researching participation over the previous 60 days, |
that five volunteers and two part-time people had no |
participation and/or training. That took the roster
down to 12 people, two full-time, three part-time and seven volunteers. Of those seven, four responded
to less than 10 calls in that 60 day period, and two responded to less than five cails.

“The point is, the workload of this fire department right now is pretty much on seven people’s shoulders,”
said Corado. “Everyone needs to understand that. We're going to fires 24 hours a day and relying on only
seven people; that is a lot of work.”

Wanting to be careful in how he expressed his thoughts, Corado said that this situation gives him “high
anxiety.”

With this revelation, Corado went on to explain the anatomy of an emergency, including what is
“reasonable” to expect from emergencies and what a “reasonable” level of service would look like.

Corado advised the board to discuss future policies regarding the service the district will provide the
community. Teling the directors that they can gqualify the district’s service with a percentage, Corado
used South Placer Fire District’s service policy as an example. For a structure fire, South Placer
committed to 13 people within seven minutes of the call at least 80 percent of the time, stating that no
district can be there 100 percent of the time.

“"What is our policy? ‘We hope we get there'? If this continues to deteriorate, this could be a
consideration,” Corado said. “We can only build the service here an what is reasonable. It’s tough to do
with seven people.”

Corado went on to explain the importance of staffing.
"I'm a believer in people first, equipment second and facilities third,” said Corado. “People put aut fires,

but they can’t put them out unless they have good equipment, and I could park them in your barn if I
wanted. When it comes down to the nitty gritty, people are the issue.”

When asked by an audience member whether or not the district was adequately staffed to respond to

http://www.galtheraldonline.com/articles/2015/09/23/news/doc5602dc215¢f68754499390....  9/28/2015
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most calls, Corado said, "We get to medical calls pretty well with 2-3 people each call. If we have a
i structure fire/grass fire, we have to have help from CSD or Wilton or somebody else to make up those
. 7-13 or what ever that bottom number is going to be.”

- Corado went on to discuss facilities, stating that the district has very poor radio reception and “incredibly
. poor communications with dispatch”. And, although the portabie radios get decent reception, the pagers
| are hit and miss.

| One of Corado’s big concerns was that the daily staff did not have a chief officer. Assistant Chief Sandra
Hendrickson has been filling in as the chief officer and assistant chief, a problem according to Corado.

“There is no way to have an assistant chief act as a chief and act in the capacity as a company officer,”
. said Corado. "She needs to be on that fire truck ... she needs to assist to put the fire out; there’s no way
i she can act as a command officer.”

| This situation is escalated by not having a full-time permanent fire chief.

“Hopefully, I can fill in on those kind of things, but Sandra is on a fire truck trying to perform as the chief
officer. At the same time you want her to fight, you don't want her to have to worry about these chief
officer issues.”

Corade asked what the district was going to do if things get worse.
His counsel was to look ahead.

“We need to start looking forward,” said Corado. "I get a sense that we are spending a lot of time looking
behind us. it's falling apart in your hands, folks, it’s falling behind; there’s anly seven people.”

Again Corado asked, “"What if it gets worse?”

“I suggest we have a conversation on what we would do if it does get worse, I'm not saying that it's
gunna happen but we're hanging by a thread, What happens if something happens to one of the
. empioyees that you're counting on?”

Corado told directors that they would start a new recruiting campaign later this month; however, the jast
. recruiting period was unsuccessful. In light of the previous hiring efforts, Corado suggested that the

i district talk about reorganization, whether it be inside the district or beyond. Corado gave examples, such
as utilizing five important positions within the district to build around and have complete and unified job
descriptions, or possibly exploring the option of sharing a fire chief with another district tike the six fire
districts do in Placer County — six districts with only three fire chiefs.

Corado also told directors that they need to have discussion about consoclidation or dissolution, if things
do get worse.

“I think this community is ready to move forward,” said Director Don Siegelkoff after the chief’s
presentation. “I don’t think we can adequately move forward until we understand and recognize some of
the issues that we did in the past. If you don’t learn from history, then we’'ll commit ourselves to making
the same mistakes. That being said, I would be shocked if there’s anyone in this room that didn’t see
that what we got tonight and what’s going on here isn‘t a vast improvement over what we had. That, in
itself, should make an atmosphere more conducive to recruit.”

The other directors agreed and expressed great gratitude for the employees that stayed through the
changes.

“I'd like to thank the people who have been keeping this place running for these few months,” said
Director Lance Newhall. "Not much back up, thank you.”

In an email after the meeting, HFPD Chairperson Cheryl Sheldon responded to Corado’s first month
| assessments.

"The issues he addressed should not be a surprise to anyone,” wrote Sheldon. "However I truly believe
we are moving forward. The district has come a long way from a year ago, but we still have issues that
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need to be fixed and corrected, In the last month or two, I feel the board of directors are all working and
moving in that direction.”

Sheidon pointed out that minutes are getting updated and ready to be placed on the agenda to be
approved, policies are in motion to be reviewed, approved and adopted; the board approved a final
budget for the next fiscal year, and the district approved the job description and posted an intent to hire
for the position of Fire Chief.

For day to day operations Shetdon commended firefighter training.

“Qur training for firefighters is going well,” wrote Sheldon. *This training is essential for the safety of our
firefighters and the community.”

Overall, Sheldon feels that the safety of the community is most important, and a way to fulfill that
responsibility is reliable staffing.

“The next big issue we have is increasing our volunteer staffing,” wrote Sheldan. “We have had a core
group of seven firefighters doing an amazing job of protecting our community for months. They need
help. I'm hoping we can see this volunteer workforce increase as the district moves forward. I believe the
safety of our community is the most important thing we need to keep talking about. I know we still have
other issues to take care of, but I feel we are definitely moving in the right direction as a district.”

Copytight @ 2015 - The Galt Herald
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With a unanimous 4-0 vote on Monday, Aug. 10,
directors for the Herald Fire Protection District
(HFPD) agreed to hire Tony Corado as an interim fire
chief with a start date of Aug. 24, Chairperson Cheryl
Sheldon was absent.

Directors met in closed session before the open
meeting to discuss the terms of the agreement with
Corado. After returning to open session, acting chair
De Carson explained to those in attendance that,
before making a declsion on whether or not to hire
Corado, directors wished to receive public input.

Director Don Siegelkoff made a maotion to hire
Corado as interim for 90 days with the option to
extend that time period if the need arose while
searching for a permanent chief. Director Lance
Newhall seconded the motion, allowing for further
discussion on the matter.

Two residents asked questions about Corado and the
board’s expectations for the interim.

Carson explained that Corado would be expected to
continue the work the previous interim was doing,
including a working budget and overseeing current
and future audits.

Although currently retired from the firefighting industry, Corado currently consults for public and private
entities on matters relating to fire and emergency protection issues.

Corado began and ended his career at South Placer Fire District. At the young age of 18, Corado
volunteered at the smali fire department while attending college.

Over the course of more than 30 years, Corado held the ranks of firefighter, crew chief, lieutenant,
captain, battalion chief and finally began serving as fire chief in May 1998, Corado saw the small district
grow to five fire stations that provide emergency response in Granite Bay, Loomis, Penryn and
Newcastle,

Corado has served in many state and local organizations, including president of the Fire Agencies
Insurance Risk Authority, committee chair for the Northern California Fire Prevention Officers Association,
president of the Sacramento Valley Fire Prevention Officers Association, co-founder and president of the
Placer/Nevada County Arscn Taskforce, president of the Placer County Fire Chiefs Association, Placer
County Operational Area Coordinator, chief of staff of the Western Placer Joint Powers Authority,
president of the Granite Bay Kiwanis Club and currently serves as a trustee for the Eureka Union School
District.

Corado has an associate’s degree from Sierra College and is a graduate of the National Fire Academy’s
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four year Executive Fire Officer Program in Emmetsburg, Md.

Although nat focal to south Sacramento County, Corado is expected to serve full time hours for HFPD
where he will be making $62.50 an hour.

Hoping to bank off of Corado’s vast experience, HFPD directors hope to have Corado review a job
description for a full-time fire chief and help the district to find a perfect match between the district and a
new leader.

Directors hope they can get a permanent fire chief in place within 90 days.

HFPD's next regular meeting will be next week on Wednesday, Aug. 19 at 7 p.m., in Hendrickson Hail. It

is hoped that Corado will be able to attend, despite his start date of Aug. 24.

Capyright © 2015 - The Galt Herald
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Agenda Item No. §
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916) 874-6458

February 3, 2016
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:

Receive and File the status report on the Herald Fire Protection District.

DISCUSSION:
Status of Current Operations
Staffing

The Herald Fire Protection District is recently hired a new Fire Chief. Chief Brown was
formally a Deputy Fire Chief with the Wilton Fire Protection District. The District is still
recruiting for additional volunteer firefighters.

At the present time, the District has approximately 8 active volunteers, however; only one
volunteer has completed the necessary certifications as required. The District is in the
process of training and conducting classes to meet the required certifications and
qualifications for all of the volunteers.

Board of Directors
The Board has set up several sub-committees to address issues, develop

recommendations and establish policies to improve management and district performance
in order to improve communication and Board meetings.



Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct financial audits of the District
from 2009 to the current year. In order to complete the audit the District has hired a
forensic accountant to anatyze a separate checking account that was created to account
for administration and management of the district’s building which is rented out on a
regular basis. The checking account has been closed, but the accounting records were
poorly maintained. The accountant is attempting to reconstruct the financial records of
this account from available data. The fransactions for the District fire operations are
generally in order which account for a significant portion of the budget.

The audit is in progress, however, at this time the date of completion has not been
determined. District staff recognizes the neced to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

Organization Structure/Contract for Services

The District is analyzing the organizational structure of the District. Currently, the
District has three full time employees and is required to contribute into Cal PERS for
retirement. The District has an unfunded liability of approximately $450,000 which over
time must be funded.

The Wilton Fire Protection District had a similar situation a number of years ago. Wilton
FPD changed its organizational structure to eliminate retirement benefits for all
employees. WFD contracts for staffing i.c., the District does not pay or contribute for
retirement benefits.

Note: the new Fire Chief for Herald FPD was hired from Wilton FPD and is familiar with
this organizational model. It appears that this model has been successful for the Wilton
FPD.

This is a fundamental change that will be required to be implemented because of limited
financial resources based on long term revenue projections.

Budget

The District has prepared the Proposed Budget for FY 2015-16 as required by State law.
The Fire Chief is proposing that the District budget approximately $160,000 for
contingencies. The Proposed Budget is balanced and adopted in accordance with State
law.

Policy and Procedures

The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury. The Board adopted revisions or confirmed existing



policies and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

QOperations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has agreed to purchase four fire engines from the Wilton Fire Protection
Dustrict subject to confirming if the fire engines are in good repair. Note: the Wilton Fire
protection is in the process of replacing these vehicles during the next several months.

The District has entered into a contract with Cosumnes Community Services District to
repair and maintain equipment as needed. In addition, the District is selling surplus
equipment.

Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers.

Rental Building

The District rents out a building for private and public use. The Fire Chief has reported
to the Board that this facility is one of the core issues facing the District. He believes that
the building has become the primary focus of District operations and interferes with the
primary mission of fire suppression and emergency response.

This facility consumes a great deal of management and administrative time during the
week because it is used frequently. It is also one of the main factors negatively impacting
the financial audit.

The District has not yet resolved the management of the District’s rental facilities. The
separate checking account for these facilities has been closed and all revenue is deposited
into the District’s General Fund.

At the present time the District is limiting the use of these facilities to residents living
within the District boundaries. A long term solution still needs to be agreed upon by the
Board of Directors and the community.



Conclusion

District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also
identify the issues in order to evaluate the appropriate course of action to be taken.
District staff will be working with the Board of Directors to establish the priority actions
to address both concems raised by the community and the Sacramento Grand Jury. It
appears progress in the right direction is being made.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
Respectfully,
Rt Br wQsj}

Peter Brundage
Executive Officer



Agenda Item No. §
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
{916) 874-6458

m& 2016

TO: Sacramento Local Agency Formation Commission

FROM: Peter Brundage, Executive Qfficer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

1. Receive and File the status report on the Herald Fire Protection District.
2. Also see attached Fire Chief Report dated March 16, 2016

DISCUSSION:
Status of Current Operations
Staffing

The Herald Fire Protection District’s recently hired Fire Chief Brown has resigned and
has been replaced by James Hendricks, Volunteer Fire Chief.

The District has recently laid off all paid employees except for administrative support and
only pays a stipend to all volunteers during training and while on duty. In addition, the
Volunteer Fire Chief does not receive any salary or benefits or any other compensation.

At the present time, the District has approximately 20 active volunteers. The District is
in the process of training and conducting classes to meet the required certifications and
qualifications for all of the volunteers.

The proposed staffing model envisions that the District wilt have 24-hour staffing with 3
person crews. Also, this model intends to use local community residents. There appears
to be a renewed interest in community residents participating as volunteer firefighters.



Other rural volunteer districts rely on a “residency” program. The “residency” program
uses firefighters and paramedics who are attempting to gain experience and on the job
training in order to qualify for permanent salaried positions in other fire agencies. The
resident volunteers are paid a stipend while on duty and during required training,

Roard of Directors

The Board has set up several sub-committees to address issues, develop
recommmendations and establish policies to improve management and district performance
in order to improve communication and Board meetings.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct financial audits of the District
from 2009 to the current year. In order to complete the audit the District has hired a
forensic accountant to analyze a separate checking account that was created to account
for administration and management of the district’s building which is rented out on a
regular basis. The checking account has been closed, but the accounting records were
poorly maintained. The accountant is attempting to reconstruct the financial records of
this account from available data. The transactions for the District fire operations are
generally in order which account for a significant portion of the budget.

The audit is in progress, however, at this time the date of completion has not been
determined. District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

Organization Structure/Contract for Services

The District is analyzing the organizational structure of the District. At the present time,
the Herald Fire Protection District is completely a volunteer fire district, The Volunteer
Fire Chief is not compensated and volunteers are paid an hourly stipend when they are in
training or responding to a call.

This is a fundamental change that has been implemented because of limited financial

resources based on long term revenue projections. The District has a liability of
approximately $450,000 for unfunded retirements with Cal PERS.

Budget and Expenditures
The District has prepared the Proposed Budget for FY 2015-16 as required by State law.
The District is still attempting to determine outstanding debts from miscellancous

vendors and hopes to bring all accounts payable current in the near future,

Policy and Procedures



The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury, The Board adopted revisions or confirmed existing
policies and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has purchased surplus equipment from the Wilton Fire Protection District.
The District has also entered into a contract with Cosumnes Community Services District
to repair and maintain equipment as needed. In addition, the District is selling surplus
equipment,

Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers in ensure compliance with Cal OSHA and other
required mandates. '

Rental Building

The District rents out a building for private and public use. The Fire Chief has reported
to the Board that this facility is one of the core issues facing the District. He believes that
the building has become the primary focus of District operations and interferes with the
primary mission of fire suppression and emergency response.

This facility consumes a great deal of management and administrative time during the
week because it is used frequently. It is also one of the main factors negatively impacting
the financial audit.

The District has not yet resolved the management of the District’s rental facilities. The
separate checking account for these facilities has been closed and all revenue is deposited
into the District’s General Fund.

At the present time the District is limiting the use of these facilities to residents living
within the District boundaries. A long term solution still needs to be agreed upon by the
Board of Directors and the community.

Conclusion

District staff realizes that it may take a while to make all the necessary changes and
improvements. However, it appears that they have been willing to acknowledge and also
identify the issues in order to evaluate the appropriate course of action to be taken.



District staff will be working with the Board of Directors to establish the priority actions
to address both concerns raised by the community and the Sacramento Grand Jury., It
appears progress in the right direction is being made.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
Respectfully,

Peter Brundage

Executive Officer

Attachments



Herald Fire Protection District

Chief’s Report

To: All Board Members
From: James Hendricks, Volunteer Fire Chief

Date: March 16, 2016

Calls:

» February call report will be deferred until the April Board Meeting.
¢ Training report will also be deferred until the April Board Meeting.
« We are currently updating the office computer system.

Vehicle Maintenance:

» The final vehicle purchased from Wilton has arrived and is awaiting some
minor repairs/upgrades before going online.
o Serviced/purchased vehicle fire extinguishers for all District vehicles.

¢ Currently looking into the purchasing new Motorcla 800 MHz portable
and mobile radios.

» Recertified all ladders on the engines.

Building Maintenance:

+ Station 88: Had propane tank filled and checked for leakes, HVAC has
been tested and is in good working condition. Due to the storm
conditions last week the light standard near the water tank collapsed



crashing into the SMUD emergency siren poll {to be repaired at a later
date.}

s Station 87: Reconfigured office computers and are in the process of
installing new software. Purchased new OSHA regulation posters.

= Station 87, 88, and Hendrickson Hall had all fire extinguishers serviced.

EMS:

s In the process of completing an EMS inventory list for both stations.

s Purchased new EMS gear bags, p100 filter masks, and infectious control
kits.

» Reestablished the EMT CE program through Sacramento County EMS.

+ Finalizing a date for a Blood Borme Pathogen, First Aid, and CPR for
Professional Rescuers class.

Prevention:

*+ Redesigned new burn permits.

s  Signed off two homes for occupancy.

s Received new plan check for a single family dwelling.

» Started the Rancho Seco Park inspection for the new water supply
system.

Personnel:;

» Reestablished the employee annual health care checkup/fit test.
» Purchased new uniform t-shits for all staff hats to follow.
» See insert for recornmended rehire/new hire list.



Herald Fire Protection District

People for Rehire & New Hire List

To: All Board Members
From: James Hendricks, Volunteer Fire Chief

Date: March 16, 2016

Rehire:

Jillson, Tom
Kitchener, Mark
MacDonald, Don
MacDonald, Forrest
e Duecker, John

New Hire:

e MacDonald, Patrick
« Hunt, Matthew
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Special meeting tonight

By Bonnie Rodriguez - Managing Editor

Published:
Wednesday, March 2, 2016 12:20 PM CST

Herald Fire Protection District (HFPD) finds itself ‘
searching for a leader once again as interim fire chief
Brian Brown submitted his resignation last week,

The resignation comes on the heels of the interim’s
evaluation where the board unanimously gave Brown
a superior review, giving Brown an “upstanding” in
all categories during a special closed session on
Tuesday, Feb, 23. It was at the end of this meeting
that Brown verbally resigned from his position.

*I came to Herald to help and was perfectly willing to
accept the liability that naturally comes with the
job,” Brown wrote in a resignation letter given to the
board later in the week. “"While cutting my hours to
help reduce costs, demands were made of my
reduced time, distracting my staff from
accomplishing the goals that reduce my risks of
personal liabiiity. With that said, I must resign from the position.”

Brown later told The Galt Herald that he was referring to demands for public records, many of which had
already been distributed in board packets, These requests were made by a board member. Brown said
that he offered to put the requests on the next meeting’s agendas so the entire community could view
them, but they were demanded for in a more timely manner.

*I couldn’t keep providing records like that after each meeting with the limited staff and hours available
and stil make any kind of forward progress,” said Brown.

Toward the end of the regular meeting on Feb. 17 during the chief’s report, Brown asked the board as a
whole what he should do about requests from board member Lance Newhali. Board chair Don Siegalkoff
and members Lindsey Liebig and Brian Hurlbut, the only board members in attendance, unanimousiy
agreed that Newhali’'s and other requests by board members should be brought to the chair of the board
and placed on the next regular board meeting agenda.

However, after Brown notified Newhall of this decision, Newhall questioned the chain of command over
public records and in an email asked the chief to inform him when he could pick up the items he
requested.

Siegalkoff later notified Newhall about the decision made by the majority of the board during the
previous session; however, Newhall once again emailed Brown indicating he expected to pick up the
information he requested “on or before Feb. 29.7

Brown contacted Chairman Siegalkoff regarding the request,

“Don, I received this request from Lance this morning; even after your instructions, he will not stop
harassing the staff,” Brown wrote in an emaii dated Feb. 19. "I am done with this harassment from
director Newhall. This is only one of several requests or visits he has made that have created an
uncomfortable work environment for me.

http://www .galtheraldonline.com/articles/2016/03/02/news/doc56... 3/7/2016
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“I have no problem issuing public records as we all agreed to have this request in [an] open public
meeting so there is nothing to hide; he just wants to harass. I am requesting an immediate leave of
absence.”

Brown had been working diligently to move Herald fire to a 24-hour coverage fire district and recently
implemented an al!l-volunteer workforce to help balance the budget.

*I would like to add that one of the goals was to increase the volunteer staff and their morale,” Brown
wrote in his letter. *"Many of your seasoned/experienced volunteers have returned to their positions once
provided with quality training and emergency scene safety, which was lacking prior to my arrival. These
volunteers have humbled me in the high degree of services that they are providing your community. I
implore you to support those volunteers. They are and have been your fire department!”

The three-person 24-hour staffing model was scheduted to begin in the middie of this month after Brown
organized personnel.

“Brian Brown did more in less time to move our district forward than anyone could imagine,” said
Siegalkoff. “His talent and ability will be sorely missed.”

After Brown'’s departure, the board chair looked to the next in command, James Hendricks, who had just
been approved by the board the week prior to serve as the volunteer fire marshall.

“As a district, we are committed to continue on with our goals and are very fortunate to have someone
like James Hendricks that is willing to step up to the challenges ahead,” said Siegalkoff.

HFPD will hold a special meeting tonight, Wednesday, March 2 at Station 87 at 5 p.m. Directors are
expected to discuss future staffing, including appointing Hendricks as the volunteer fire chief.

Copyright © 2016 - The Gait Herald
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Hendricks receives support from volfunteers,
board
By Bonnie Rodriguez - Managing Editor

Published:
Wednesday, March 16, 2018 12:39 PM CDT

When James Hendricks retired from Cosumnes Fire
Department (CFD) just over two years ago, little did
he know that his career in the fire industry was far
from over.

After fellow CFD retiree Brian Brown stepped up to
help Herald Fire Protection District {HFPD)} start down
the path of recovery, Hendricks volunteered to fill James Hendricks is the new Volunteer Fire Chief for Herald
the vacant Fire Marshall position. Fast forward a few  Fire Protection District.

weeks and Hendricks now finds himself as the

volunteer fire chief when Brown unexpectedly stepped down.

Now the newest leader, fifth in just under two years, is ready to help HFPD fulfil goals recently set by
board members.

“I'm here to help and support decisions that have aiready been made,” Hendricks said. “The district
board members have already done the heavy lifting.”

However, Hendricks has already done some heavy lifting of his own. According to Chairpersan Don
Siegalkoff, Hendricks bas picked up from where Brown left off and has hit the ground running. The new
chief has spent 10-12 hours a day since being installed at a special meeting on Wednesday, March 2,
organizing both stations, reviewing and completing the district budget with the Budget Committee,
checking apparatus, purchasing needed equipment, updating personnel files, conferring countless hours
with the county and much, much more, all while still serving as a duty officer as emergency calls come
in.

With all of this preparation, Hendricks hopes to be able to implement the 3-person 24-hour staffing
model that was organized by Brown within the next 50 days.

Hendricks said he is humbled by the support he has been given, not just by the board, but also by the
volunteer firefighters, a volunteer force that continues to grow,

Reestablishing the infrastructure for the district is not an easy task, and Hendricks acknowledges the
plans set in motien by predecessor Brown and board members. Given the go-ahead, Hendricks has
replaced dilapidated portable radios, updated the district’s computer system, placed defibrillators on
apparatus and is in the process of certifying personnel to run the lifesaving equipment. A pretty hefty
resume, considering board members just approved Hendricks far the position just three weeks ago.

“James has really stepped up,” said Siegalkoff. *He has dene so much for this community in the little
time that he has been In this position,”

With nearly 20 voiunteers currently “online” and several others waiting for their health care physicals, the
growing volunteer department has had several emergency calls where many volunteers have responded,
despite not having any permanent employees.

Hendricks said that these volunteers quite often appear at one of the fire stations asking what they can
help with, even going as far as tidying up the grounds for a pending board meeting.

http://galtheraldonline.com/articles/2016/03/16/news/doc56e99473¢4c68268564189 . prt 3/17/2016
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“Participation has been amazing,” said Hendricks. "And no one is being paid. They are waiking through

the door asking, ‘What can I do for you right now?’ They're here for the love of the community, not a
paycheck.”

A volunteer himself, Hendricks currently is in the middle of a four-year term as an Arcohe School Board
member. After retiring from CFD, Hendricks found himself being pulled back into emergency service
when he began teaching driver’s training for California Fire and Rescue.

Hendricks began his career in southern California, working as a paramedic/EMT. After a few years,
Hendricks moved to the Galt area where he started working for Galt Fire Department. He stayed with the
organization as it merged with Eik Grove to form the CFD. He retired after 25 years. During his time as
an emergency responder, he served as an apparatus engineer, Rescue Tech for Sacramento County, Fire
Prevention Officer, Arson Investigator and Fire Marshall.

Hendricks and his wife Stephanie have lived in Herald for over seven years and have two children, one
attending Arcohe and one attending Liberty Ranch High School. The Hendricks family is active in 4-H, Boy
and Girl Scouts and actively participate in school functions.

Hendricks said he encourages the Herald community to attend the monthly meetings to see what is

happening with their fire district. The next monthly meeting for HFPD is tonight, Wednesday, March 16 at
7 p.m. at Hendrickson Halt.

Copyright © 2016 - The Galt Herald
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Agenda Item No. 8

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

1112 I Street, Stite #100
Sacramento, California 95814
(916) 874-6458

June 1, 2016

TO: Sacramento Local Agency Formation Commission

FROM: Peter Brundage, Executive Officer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

1. Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:
Status of Current Operations
Staffing

The District has recently laid off all paid employees except for administrative support and
only pays a stipend to all volunteers during training and while on duty. [n addition, the
Volunteer Fire Chief does not receive any salary or benefits or any other compensation.

At the present time, the District has approximately 20 active volunteers. The District is
in the process of training and conducting classes to meet the required certifications and
qualifications for all of the volunteers. The District continues to recruit new volunteers.

The proposed staffing model envisions that the District will have 24-hour staffing with 3
person crews. Also, this model intends to use local community residents. There appears
to be a renewed interest in community residents participating as volunteer firefighters.

Other rural volunteer districts rely on a “residency” program. The “residency” program
uses firefighters and paramedics who are attempting to gain experience and on the job
training in order to qualify for permanent salaried positions in other fire agencies. The
resident volunteers are paid a stipend while on duty and during required training.



Board of Directors

The Board has set up several sub-committees to address issues, develop
recommendations and establish policies to improve management and district performance
in order to improve communication and Board meetings.

The District has had two Board members resign over the last several months. The
vacancies have been filled and three (3) members will be up for election this fall.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct financial audits of the District
from 2009 to the current year. In order to complete the audit the District has hired a
forensic accountant to analyze a separate checking account that was created to account
for administration and management of the district’s building which is rented out on a
regular basis. The checking account has been closed, but the accounting records were
poorly maintained. The accountant is attempting to reconstruct the financial records of
this account from available data. The transactions for the District fire operations are
generally in order which account for a significant portion of the budget.

The FY 2009-10 audit is almost complete and should be done in the next couple of
months  District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

Orgaaization Structure/Contract for Services

The District is analyzing the organizational structure of the District. At the present time,
the Herald Fire Protection District is completely a volunteer fire district. The Volunteer
Fire Chief is not compensated and volunteers are paid an hourly stipend when they are in
training or responding to a call.

This is a fundamental change that has been implemented because of limited financial
resources based on long term revenue projections. The District has a liability of
approximately $450,000 for unfunded retirements with Cal PERS.

Budget and Expenditures

The District has prepared the Proposed Budget for FY 2016-17 as required by State law.
The District has presented a balanced budget for next fiscal year.

The District is currently under budget for the current fiscal year that ends on June 30,
2016.



Policy and Procedures

The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury. The Board adopted revisions or confirmed existing
policies and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

Operations and Mainterance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has purchased surplus equipment from the Wilton Fire Protection District.
The District has also entered into a contract with Cosumnes Community Services District
to repair and maintain equipment as needed. In addition, the District is selling surplus
equiptnent.

The District has revamped its Web site and adopted a new logo.
Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers in ensure compliance with Cal OSHA and other
required mandates.

The District has completed the purchase of equipment and supplies for all of the
volunteers,

Rental Building

The District rents out a building for private and public use. The Fire Chief has reported
to the Board that this facility is one of the core issues facing the District. He believes that
the building has become the primary focus of District operations and interferes with the
primary mission of fire suppression and emergency response.

This facility consumes a great deal of management and administrative time during the
week because it is used frequently. It is also one of the main factors negatively impacting
the financial audit.

The District has not yet resolved the management of the District’s rental facilities. The
separate checking account for these facilities has been closed and all revenue is deposited
into the District’s General Fund.



At the present time the District is limiting the use of these facilities to residents living
within the District boundaries, A long term solution still needs to be agreed upon by the
Board of Directors and the community.

Conchusion

The District appears to be moving forward in a positive direction,

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

Respectfully,

P R (s
g

Peter Brundage

Executive Officer

Attachments



Herald Fire Protection District
2015-2016 Budget

Services and Supplies cont. Budget Year to Date Remaining Balance
20213100  |Electrical Services $500.00 50.00 5500.00
20213200  |Electrical Supplies $500.0¢ $0.00 $500.00
20214100 Land Improvement Services 58,000.00 $676.00 $7,324.00
20214200  |Land Improvement Suppiies 52,000.00 50.00 $2,000.00
20215100  [Mechanical Systern Maintenance 53,000.00 $0.00 $3,000.00
20215200  |Mechanical Systems Supplies $500.00 $0.00 $500.00
20216200  [Painting Supplies $500.00 50.00 $500.00
20216800 _ [Plumbing Supplies $500.00 S0,00 $500.00
20219100 Electricity/Gas $7,900.00 $9,522,10 151,627.10) |
20219300 Refuse Collection $1,000.00 $1,420.34 {5420).34) |
20219700 Telephona Service $5,000.00 $2,757.98 $2,242.02 |
20220500 [Vehicle Maintenance Service $20,000.00 $8,420.18 $11,579.82
20220600  |Vehicle Maintenance Supply $5,000.00 $1,934,84 53,065.16
20222600 |Expendable Tools 51,000.00 51,667.70 (5667, 70)
20223100 |Fire Crash Rescue Services $3,400,00 $3,614.50 {5214.50)
20223200  |Fire Crash Rescue Equipment Suppiies $23,100.00 58,085.34 515,014.66
20223600 Fuel Lubricants $15,000.00 55,977.92 $9,022.08
20226100 Office Equipment Maintenance Service $2,500.00 56,079.38 (53,579.38)
20226102 Equipment Repair $2,500.00 5267.00 52,233.00
20226200 {Office Maintenance Supplies $2,000.00 $2,373.31 15373.31)
202271060 Communications (SRFECC Dispatch) $24,500,00 $15,750.04 $8,749.56
20227200 |Radio Equipment/Supplies/Service 50.00 50.00 $0.00
20228300 |Shop Supplies 5$250.00 50.00 $250.00
20231400 |Clothing Personne! Protective Clathing Supply $22,000.00 54,093.66 $17,906.34
20232200 |Custodial Supplies $2,000.00 $203.22 $1,796.78
20233200 |Emergency Food/Drink Supplies $1,500.00 $85.95 51,414.05
20244300  |Medical Services $11,000.00 $2,501.09 $8,498.91
20244400 Medical Supply 54,000.00 5216.88 $3,783.12
20250500 |Accounting Services $10,000.00 $5,497.50 54,502.50
20250700 |Assessment Collection/LAFCO Fees 59,000.00 $16,472.94 (57,472 94)
20253100 Legal Services $20,000.00 $9,942.23 $10,057.77
20281700  [Election Services $50.00 $0.00 $0.00
20288000 [Payroll Expenditures $0.00 $282.,56 [5282.56)

Tatal 2000 Accounts $276,009.00 $150,215.39 $125,793.61

Qther Charges Budget Year to Date Remaining Balance
30321000 |Interest Expense 50.00 50.00 50,00
30323000 [Lease/ Loan Retirement (Truck Lease-Purchase) $32,500.00 $14,000,00 $18,500.00
30345000 {Vehicle Tax License $0.00 $18,454.50 {513,454.50)

Total 3000 Accounts $32,500.00 $32,454.50 $45.50

Bulldings and Equipment Budget Year to Date Remaining Balance
40430300 [Wiltan Truck Purchase $56,000.00 $42,000.00 $14,000.00

Total 4000 Accounts $56,000.00 $42,000.00 $14,000.00

Contingency Reserves Budget Year to Date Remaining Balance

[ 79790100 | ] $327,598,00 | $0.00 | $327,598.00 |

TOTAL EXPENDITURES $1,147,624.00 $454,171.73 1$693,452.27

TOTAL $462,074.00 $89,158.24 $372,915.76

Updated as of 3/31/16




Herald Fire Protection District

2015-2016 Budget
REVENUES
Tax Revenue Budget Year to Date Remaining Balance
91910100  |Securad Property Tax $588,000.00 $305,185,27 $282,814.73
91910200 Unsecured Property Tax $23,000.00 $522,050.24 $949.76
91210300 Property Tax Current Sup $9,000.00 $3,430.01 $5,569.99
91910400 Delinquent Secured Property Tax 55,500.00 $5,308.06 $191.94
91310500 }Suppiemental Delinquent Prop. Tax $300.00 $459,88 (5159 .85)
91310600  {Unitary Property Tax $6,300.00 $3,413.74 $2,886.26
91912600  {Property Tax Redemptian 50.00 $14.34 (514.34)
91513000  {Property Tax PR Unsecured $500.00 $5288.59 $5211.41
91314000  |[Property Tax Penalties $100.00 $57.15 $42.85
Subtotal $632,700.00 $340,207.28 $292,492.72
Other Revenue
94941000 !linterestIncome $350.00 50.00 $350.00
95852200 [Homeowner Property Tax Relief $7.500.00 $3,537.17 53,962.83
57974000  linsurance Proceeds $0.00 $322.38 {5322.38)
97979000 Miscellaneous Revenues and Reimbursements §45,000.00 $20,946.66 $24,053.34
Subtotai $52,850.00 $24,806.21 $28,043.79
TOTAL REVENUE 5685,550.00 $365,013.49 5320,536.51
EXPENDITURES
Personnel Salaries and Benefits Budget Year to Date Remaining Balance
19111900 Base Salaries $256,852.00 5169,431.57 $87,420.43
10121900 Retirement 5100,000.00 $14,467.41 $85,532.59
10122000 QASDH; {Sccial Security) 518,000.00 $12,951,54 55,038.46
10123000 Insurance $19,665.00 $6,750.32 $12,914.68
10124000  {Warker's Compensation Insurance $31,000.00 $24,063.00 56,937.00
10125000  {SUl (Unemployment) $30,000.00 $1,828.00 528,172.00
Total 1000 Accounts $455,517.00 $229,501.84 $226,015.16
Services and Supplies Budget Year to Date Remaining Balance
20200500 Advertising/Noti'ces $1,050.00 $4,573.35 (53,52% 3%)
20201500  |Copy Services 5350.00 $132.80 $217.20
20202200  |Books/ Periodical Supoly $2,580.00 $2,308.95 $271.05
20202900  {Business Conference Expense $7,000.00 $639.97 56,360.03
20203500  {Education Training Services $7,500.00 $1,745,19 55,754.81
20203600  jEducation Training Supplies $11,500.00 54,737.39 $6,762.61
20204100  i{Expendable Office Equipment $2,500,00 $2,303.50 5196.50
20205100 {Insurance Liability $18,729.00 518,729.00 50.00
20206100  Memberships Dues $4,450.00 $1,961.57 $2,488.43
20207600  i0Office Supplies & Forms $750.00 $829.18 {579.13)
20208100  {Postal Service $200.00 $41.53 $158.47
20208500  {Printing Service $500.00 $0.00 $500.00
20711100 Building Maintenance Repairs 55,000.00 $3,750.22 51,249,78
20211200 Building Supplies $5,000.00 $620.08 54,379.92
20212200  jChemical Supplies $750.00 $0.00 $750.00




Herald Fire Protection District

2016-2017 Budget - Draft as of 5/11/16

REVENUES
Tax Revenue Budget Year to Date Remaining Balance

91910100 Secured Property Tax 5$588,000.00

91910200  {Unsecured Property Tax $23,000.00

91310300 Praperty Tax Current Sup $9,000.00

51910400  Delinquent Secured Property Tax $5,500.00

91910500 |Supplemental Delinquent Prop. Tax $300.00

91910600  |Unitary Property Tax $6,300.00

91912000 |Property Tax Redemption $0.00

91913000 iProperty Tax PR Unsecured 550000

91914000 Property Tax Penalties $100.00

Subtatal $632,700.00 50.00 $0.00

Other Revenue

94341000 Interest Income $350.00

95852200 Homeowner Property Tax Relief $7,500.00

97974000  |Insurance Proceeds $0.00

97873000 Miscelianeous Revenues and Reimbursements $20,000.00

Subtotal $27,850.00 $0.00 $0.00

TOTAL REVENUE 5660,550.00 $0.00 50.00
EXPENDITURES
Personnel Salaries and Benefits Budget Year to Date Remaining Balance

10111000 |Base Sataries $266,000.00

10121000 |Retirement $0.00

10122000 JOASDHI {Sacial Security) $5,000.00

10123000 [Insurance $10,000.00

10124000 [Worker's Compensation Insurance $30,000.00

10125000  |SUI (Unemployment) $10,000.00
Tatal 1000 Accounts $321,000.00 $0.00 $0.00
Services and Supplies Budget Year to Date Remaining Balance

20200500 |Advertising/Notices $1,000.00

20201500  ICopy Services $500.00

20202200  |Books/ Perindical Supply 54,000.00

20202900 Business Conference Expense $2,000.00

20203500 Education Training Services 58,000.00

20203600 _ {Education Training Supplies 515,000.00

20204100  |Expendable Office Equipment $2,500.00

20205100  {Insurance Liability $20,000.00

20206100 Memberships Dues $3,000.00

20207600  Office Supplies & Forms $1,000.00

20208100 Postal Service $200.00

20208500 Printing Service $500.00

20211100 1Bullding Maintenance Repairs $15,000.00

20211200 Buliding Supplies $2,000.00

20212200  IChemical Supplies $500.00




Herald Fire Protection District

2016-2017 Budget - Draftas of 5/11/16

Services and Supplies cont. Budget Year to Date Remaining Balance
20213100 [Electrical Services $1,000.00
20213200 |Electrical Supplies $1,000.00
20214100 Land Improvement Services 54,000.00
20214200 |Land Improvement Supplies $1,500.00
20215100 Mechanical System Maintenance $10,000.00
20215200 Mechanical Systems Supplies 5500.00
20216200 |Painting Supplies $2,000.00
20216800 |Plumbing Supplies $500.00
20219100  |Electricity/Gas $11,000.00
20219300  |Refuse Coilection $2,000.00
20219700  |Telephone Service $4,000.00
20220500 Vehicle Maintenance Service $15,000.00
20220600  |Vehicle Maintenance Supply $3,000.00
20222600 |Expendable Tools $1,000,00
20223100  [Fire Crash Rescue Services 54,000.00
20223200  |Fire Crash Rescue Equipment Supplies $25,000.00
20223600 Fuel Lubricants $10,000.00
20226100 |Office Equipment Maintenance Service $5,000.00
20226102 |Equipment Repair $2,500.00
20226200  |Office Maintenance Supplles $2,500.00
20227100 |{Communications {SRFECC Dispatch) $20,000.00
20227200  |Radio Equipment/Supgplies/Service $20,000.00
20228300  |Shop Supplies $250.00
20231400  |Clothing Personnet Protective Clothing Supply $30,000.00
20232200  |Custodial Supplies $2,000.00
20233200 Emergency Food/Drink Supplies $1,000.00
20244300 Medical Services 510,000.00
20244400  |Medical Supply $2,500.00
20250500 Accounting Services $10,000.00
20250700  |Assessment Collection/LAFCO Fees $18,000.00
20253100  |Legal Services $10,000.00
20281700 Election Services $10,000.00
20288000  |Payroll Expenditures $500.00
Total 2000 Accounts $314,950.00 $0.00 $0.00
Other Charges Budget Year to Date Remaining Balance
30321000 |Interest Expense 50.00
30323000 |Lease/ Loan Retirement (Truck Lease-Purchase) $0.00
30345000 {Vehicle Tax License $20,000.00
Total 3000 Accounts $20,000.00 $0.00 $0.00
TOTAL EXPENDITURES $655,950.00 $0.00 $0.00
Contingency Reserves Budget Year to Date Remaining Balance
| 79790100 | $310,000.00 | i
Designated Reserves Budget Year to Date Remaining Balance
Facilities $20,000.00
Apparatus $20,000.00
PERS $150,000.00
|Total Reserve Accounts $500,000.00 $0.00 $0.00 I
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By Bonnie Rodriguez - Managing Editor S —
Published: !

Wednesday, April 27, 2016 12:24 PM CDT

Herald Fire Protection District (HFPD) directors
unanimously approved a new logo at last Wednesday
night’s meeting, April 20.

The new logo features a helmet, ladder and
firefighting tools in the center of the emblem in white
on a red background. The center display is
surrounded by the words "Herald”, “Fire District” on
the top and bottom, and “EMS” and “Rescue” on the
right and left sides. Each element is outlined in blue.

Director Lindsey Liebig presented several options for
logos at a special meeting on Thursday, April 7. After
discussion about the presented artwork, directors
took the options to HFPD firefighters and the
volunteer firefighter association, ultimately settling
on the approved logo.

An originat logo had become elusive to current
administration; no digital copy of the logo couid be
found. Upon further research, officials ran across several versions of a logo scattered throughout the
district.

Directors pointed to the recently updated policy manual, which contains policies dated from 2002 to
present. According to officials, at least five logos are found in the manual.

“Main thing that instigated having an official district logo is we're running with about six or seven
different logos, depending upon which shirt, which truck, what paperwork you look at,” said board chair
Don Siegalkoff. “*We want to get something uniform so it's ail the same.”

In an effort to change culture, directors wanted to establish a fresh logo to help the district’s image.

“We don't have a viable electronic file of any of these logos, and so a |ot of the letterhead has a grainy
appearance to it,” said Liebig. "This will actually give us a workable file to be used when we go through
print shops or load a website or put in print; we’ll actually have a clear viable logo to use instead of
trying to use something that doesn’t look professional.”

Volunteer Fire Chief James Hendricks also wants to license the fogo to help prevent someone duplicating
the artwork.

“What we're looking for is, on our official documents that have a symbol on them, that we get that
licensed so that it is now ours,” said Hendricks.

Hendricks said that other departments have had issues with people replicating logos, making t-shirts or
other products with fire district emblems, and then selling them. But, of greater concern, Hendricks
wants to be sure that, when the district holds certification classes, fire officials will know to look for one
logo that represents HFPD.

“I want to make sure that, when you put something in writing, you put a stamp ¢n it, put it on a shirt, on

http://galtheraldonline.com/articles/2016/04/28/news/doc5720eec... 4/29/2016
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the Internet, it will be with our express written consent, or we'll see you in court,” said Hendricks.
Also covered at the April 20 meeting:
» Directors voted unanimously to change May's regular meeting to May 11 due to a scheduling conflict.

» Directors voted unanimously to meet this Wednesday, April 27 at 7 p.m., at which they will appoint a
director to fill the seat that was recently vacated by Lance Newhall.

» Directors approved two board policies, one which was new regarding public records; the second
addressed board member conduct, specificaily regarding interaction between board members and legai
counsel,

» Directors received an update on the day-to-day operations of the district from Hendricks.

Copyright € 2016 - The Galt Herald
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District launches new websile [_— 9 —]
By Bonnie Rodriguez - Managing Editor

Published:
Wednesday, Aprif 13, 2016 3.18 PM CDT

At a special board meeting on April 7, Herald Fire
Protection District (HFPD) directors unanimously
voted to seat Herald resident Heidi Braziel to the
vacant board position left open when Director Cheryl
Sheldon resighed.

Braziel and her hushand, Adam, have two sons, one
who is attending Liberty Ranch High School and one
who attends Arcohe Elementary.

Transplants from the Elk Grove area, the Braziel
family has lived in Herald for five years. The family is
active in both 4-H and FFA, as well as various local
and school functions.

Committed to "community”, Braziel hopes that her
12 years as a Deputy Sheriff for Sacramento County
will help her to offer her support in the continuing
progress the district is making.

“I have always had a strong desire to serve my
community, and see a need to help our fire district
continue to move forward in a positive way,” said
Braziel. "My goals are to see the Herald Fire
Protection District implement a 24-hour staffing model with an increase in volunteer firefighters, and a
continuation of community support and interaction with our firefighters, staff and board.”

Braziel is grateful for the men and women who have stepped up to volunteer to protect the people of
Herald.

“We are so fortunate to have men and women in our community who volunteer to respond in
emergencies,” said Braziel. “We owe it to them to provide a streng administration and board who

can give them proper equipment and training so they cannot only continue to provide help to our families
and neighbors in need, but also be able to do it in the safest way possible where they are able to go
home to their famllies at the end of their call or shift.”

With little time for Braziel to ease her way into her newly appointed position, the board quickly went to
work with a full agenda for the evening.

After Braziel was sworn in, the four attending board members {Director Lance Newhall was absent)
unanimously voted to have Director Lindsey Liebig step into the vice chair position, a title held by
Sheldon before her departure.

Board and audience members were introduced to the district’s new website. Director Liebig spent time
last week designing and adding content for the district’s new web presence.

The website will provide information on becoming a volunteer and other community resources, along with
a calendar of events including Hendrickson Hall and Herald Barn assignments.,

http://www.galtheraldonline.com/articles/2016/04/15/news/doc5... 4/18/2016
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District agendas, as well as board minutes, will be available oniine, and directors are planning on
uploading the district’s annual budget for public access. In an effort for full transparency, officials hope to
keep the budget up-to-date as monies are spent on a monthly basis so the community can keep a close
eye on the district. The district website can be accessed at www.heraldfire.com.

At the April 7 meeting, directors also:

+ Assigned board members to empty seats on the district’s advisory committees, unanimousty placing
Liebig on the Staffing Committee and Braziel on the Policy Committee.

» Gave Hendricks authorization to start phasing in the 24-hour staffing model, which will be introduced
one shift at a time.

* Approved the volunteer stipend schedule, which calls for $200 per shift for captain, $150 per shift for
engineer, $25 per shift and $15 per call for firefighter, $15 per call for non-shift personnel, and a $25 per
month stipend for safety personnel with class B or higher driver's license.

» Authorized the sale of surpius equipment.

» Authorized the purchase of full sets of turn-out gear, inciuding appropriate helmets to be purchased as
volunteers are approved.

« Authorized the purchase of six mobile radios and a special washer for turn-outs.

* Authorized Hendricks to establish a district checking/debit account with three signatories. One county
official, the chair of the board and the fire chief will all be authorized agents on the account.

Copyright © 2016 - The Galt Herald
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Herald Fire Protection District director Lance Newhall resigned from his post Tuesday afternoon in an
email to board chair Don Siegalkoff. Newhall is the second director in just over a month to leave his
position on the five-member board.

Newhall has been absent for several consecutive meetings over the course of several months; there were
no reasons mentioned for his departure.

Siegalkoff said that the board has posted the open seat and will be accepting letters of interast over the
next week.

The board is scheduled to meet for a regular meeting next Wednesday, April 20 at Station 87 at 7 p.m.

Copyright © 2016 - The Galt Herald
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By Bonnie Rodriguez - Managing Editor

Published:
Wednesday, May 4, 2016 1:17 PM CDT

Herald Fire Protection District (HFPD) directors met |
last Wednesday night, April 27 to choose and appoint
a new director, the second in less than a month.
Former HFPD director Dennis Johnson received a
unanimous vote before being administered the oath
of office.

Before any discussion began regarding the two
applicants, vice chair Lindsey Liebig recused herself
and sat with the audience, stating that a family 4
member was one of those interested to fill the Tha Herald Fire Protection District board of directors are {left !
pesitien, - to right) Dennis Johnson, Heidi Braziel, Dan Siagalkoff !
| (chair), Lindsey Liebig (vice chair} and Brian Hurlbut {clerk). |

Director Brian Hurlbut made a motion to appoint
Johnson, which was seconded and, with little discussion, Chairman Don Siegalkoff and members Heidi
Braziel and Hurlbut unanimously voted to appoint Johnson to the seat.

"I appreciate the opportunity to come back,” Jehnson said after being swern in. “I think things are going
in the right direction. I'd like tc be part of that again. 1 was part of stuff that was not so good, so
hopefully it's going to get better.”

Johnson will be filling the position that Lance Newhall vacated earlier in the month, serving the remaining
seven months of that term.

Johnson was re-elected to the fire board of directors in 2012, running in the same eilection as Newhall;
however, Johnson resigned frem the board in August 2014 after frustration over the perceived
mistreatment of administration and staff.

“My conscience and peace of mind will not allow me to be a part of the chactic ‘lynch mob’ mentality that
permeates the current board,” Johnson wrote in his resignation letter in 2014. “The course that the board
has chosen is so distasteful to me that I cannot be associated with its actions ... My strong sense of right
and wrong will not allow me to be a part of the decisions that are being made."

MNo one that sits on the current board was seated on the 2014 board; all had either completed their term
or resigned.

Johnson’s resignation came after the fire chief, administrative assistant and another board member all
walked out the door.

Herald community member Cheryl Sheldon was appointed to Johnson's position scon after, only to resign
herself this Jast March, her seat now occupied by Braziei.

Johnson’s original seat is not the only one that saw several directors during the four-year term. Also
elected during the 2012 election, Kevin Austin resigned his position in July 2014. De Carson was chosen
to fill his seat, only to resign in Qctober 2015. Liebig now holds that position.

Johnson, Liebig and Brazie!l will all need to run for re-election this November if they choose to continue to
serve on the HFPD board of directors. Those seats will all be for a four-year term.

hitp://galtheraldonline.com/articles/2016/05/04/news/doc572a355977b10174302198.prt 5/25/2016
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Although HFPD directors regularly meet on the third Wednesday of each month at 7 p.m. at Hendrickson
Hall, this month’s meeting will be held on May 11 at the same location. District officials will be hosting an
Open House Saturday, May 21 where the community is invited to dine with local firefighters, tour the
facilities, see fire equipment and help celebrate fermer Assistant Fire Chief Joe Grubba’s retirement. The
community event will run from 11 a.m. to 2 p.m. at Station 87 on Ivie Road.

Copyright © 2016 - The Galt Herald
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HERALD FIRE PROTECTION DISTRICT

Board Meeting Minutes
Regular Meeting of the Board
Wednesday, April 20, 2016 at 7:00 p.m.
12746 Ivie Road, Herald, CA 95638

ATTENDANCE:

Directors Present: Brian Hurlbut, Lindsey Liebig, Don Siegalkoff, Heidi Braziel
Staff Present: Volunteer Fire Chief James Hendricks, Janine Belluomini

A. CALL TO ORDER /ROLL CALL/ PLEDGE OF ALLEGIANCE:

1. Director Siegalkoff called the meeting to order at 7:00 p.m.
2. Pledge of Allegiance led by Director Siegakloff

B. ANNOUNCEMENTS/PRESENTATIONS:

1. No announcements
C. HEARING OF THE PUBLIC

1. None

D. CONSENT CALENDAR ITEMS:

Claims, Warrants, Payroll

Call Logs

Training Log

New Hires

Significant Purchases and Donations

o oo o

M/S8 Hurlbut/Braziel - To approve the consent agenda as posted.
Approved 4/0

E. MINUTES
a. March 16 — Regular Board Meeting

M/S Liebig/Hurlbut - To amend the minutes by striking out Marshall and inserting
Chief in Attendance section.
Approved 4/0

b. March 23 - Special Meeting
M/S Liebig/Braziel - To amend the minutes by striking out Marshall and inserting Chief
in Attendance section.

Approved 4/0

c. April 7 — Special Board Meeting



ALD FIRE PROTECTION DISTRICT.. .

M/S8 Liebig/Hurlbut - To amend the minutes by striking out Marshall and inserting Chief
in Attendance section and striking out the motion on action item number 8 and inserting
“ To authorize Chief Hendricks to establish a district checking/debit account.”

Approved 4/0 '

F. OLD BUSINESS:

None

NEW BUSINESS:

Consider request by Herald Community Club to use district facilities for Mud volleyball.
Directors considered written proposal from HCC regarding the proposed event layout.
Several questions and concerns were raised including potential liability issues, use of
district water, parking, potential property damage, alcohol consumption and general
nature of the event. The Board took no action on this item.

No action takem.

Change date for Regular May Board Meeting

Director Liebig requested the regular meeting date to be changed in lieu of her inability to
schedule the regular meeting due to an out of town work conflict.

M/S Liebig/Braziel — To hold the regular May meeting on May 11,
Approved 4/0

Consider request to place a flag pole on District property by Boy Scouts.

Constuction proposal was presented and diagrams were reviewed.

M/S Hurlbut/Siegalkoff — To approve the flag pole construction, provided an Engineer’s
approval stamp is included on the building plans.

Approved 4/0

Direct Chief to solicit RFPs for legal services.

Director Siegalkoff would like to seek RFP’s for consideration of changing our legal
counsel. This is due to recent inabilities to communicate with our current counsel in a

timely fashion and to further change the culture of the district.

M/S Siegalkoff/Liebig — To direct the Chief to solicit RFP’s for legal services.
Approved 4/0

Approve HFPD logo

Seven logo variations were submitted for Board and volunteer firefighter review. The
Volunteer association, HVFA, chose the logo with a red background, complete fire
scramble center icon and the words Herald Fire District on the top and bottom of the
emblem and EMS, Rescue on the left and right sides of the emblem.
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M/8 Hurlbut/Braziel — To approve the logo chosen by the Volunteer Firefighters
Association.
Approved 4/0

6. Discussion and action on filling Board position vacated by Lance Newhall.

M/S Hurlbut/Braziel — To host a special meeting on Wednesday, April 27 at 7 pm to
appoint a new Board member to fill the vacancy.
Approved 4/0

7. Approve District policies 1050 and 4015 revisions.

District policy 1050 — Access to Public Records is a new policy that was not previously
approved with the other 1000 policies, also includes new record request form.

District policy 4015 — revision includes removal of sentence regarding Director’s
contacting legal counsel

M/S Liebig/Braziel — To approve District policy 1050, and the revision to policy 4015.
Approved 4/0

H. INFORMATIONAL AND DISCUSSION ITEMS:
None.

I. ADMINISTRATIVE REPORTS:

Volunteer Chief Hendricks provided a detailed written report which included the

following:

a. Calls - Call logs for February and March included in new format from Firehouse
program. February average response time was 6:23 and March was 7:17. Call reports
and call times will be added to the website for public viewing.

b. Vehicle Maintenance- currently finishing vehicle maintenance numbers and creating
files/hooks for each vehicle.

c. Building Maintenance — Above ground storage tank has been serviced and upgraded,
SCBA tanks were serviced and relief valves on the water at Station 88 was replaced.

d. EMS - Inventory lists are being completed for both stations. Blooed Borne Pathogen,
First Aid and CPR for Professional Rescuers class was completed. On the volunteer
stafl we have 7 EMTs, 1 paramedic and 11 First Responder/CPR/AED trained.

e. Prevention -Two new homes have been signed off and staff has begun the Rancho
Seco inspection for the new water supply system. Met with Chief Seifert to expand
mutual aid with Liberty Fire.

f. Personnel — Hats have been purchased. Completed assessment of volunteer staff’s
drivers licenses. Wild fire prevention information has been distributed to the grove
area and met with Scotts PPE Repair Company for future PPE repair.

g. Equipment: New radios were purchased, PPE inventory completed and new turnouts
purchased for FF Braziel.

J, BOARD REPORTS:
Director Hurlbut discussed the new vehicle numbering system he has been assisting with

Volunteer Chief Hendricks. This will coincide with the new vehicle maintenance log that is
being reestablished.
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Director Liebig addressed Google Analytics report of the website with 112 users and 656 page
views. Additionally, with the new Facebook page there are 48 likes and the post regarding the
April 20th meeting had a reach of over 400.
Director Siegalkoff announced that the Budget Committee would be meeting to discuss the
latest Compass report from the County and has a goal of a preliminary budget to be
approved in June.

K. PENDING AGENDA REQUESTS:
1. None

L. ADJOURNMENT:
Board adjourned at 8:07 p.m.

M/S Hurbut/Braziel ~ To adjourn the meeting.
Approved 4/0

Respectfully submitted,

Janine Belluomini
Board Secretary

Approved:

Brian Hurlbut
Board Clerk






Agenda Item No. 5
SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
1112 I Street, Suite #100

Sacramento, California 95814
(916) 874-6458

September 7, 2016
TO: Sacramento Local Agency Formation Commission
FROM: Peter Brundage, Executive Officer P 8
RE: Herald Fire Protection District Status Update (LAFC 06-14)

RECOMMENDATION:

1. Receive and File the status report on the Herald Fire Protection District.
DISCUSSION:
Status of Current Operations
Staffing
- The District has recently laid off all paid employees except for administrative support and
only pays a stipend to all volunteers during training and while on duty. In addition, the
Volunteer Fire Chief does not receive any salary or benefits or any other compensation.
At the present time, the District has approximately 30 active volunteers. The District is
in the process of training and conducting classes to meet the required certifications and
qualifications for all of the volunteers. The District continues to recruit new volunteers.
The proposed staffing model envisions that the District will have 24-hour staffing with 3

person crews. Also, this model intends to use local community residents. There appears
to be a renewed interest in community residents participating as volunteer firefighters.



Response Times and Calls for Service

For the month of July the District responded to 51 calls; 21 were for emergency medical
service and 30 were for fire. The average response times were 7 minutes and 2 seconds.

Board of Directors

The Board has set up several sub-committees to address issues, develop
recommendations and establish policies to improve management and district performance
in order to improve communication and Board meetings.

The Board of Directors has established three main objectives:

1. Improve the level of service to the community;
2. Streamline business operations and improve efficiency of administration; and
3. Enhance training and development programs for the volunteers.

Financial Audit and Accounting Procedures

The District has hired Richardson and Company to conduct financial audits of the District
from 2009 to the current year. In order to complete the audit the District has hired a
forensic accountant to analyze a separate checking account that was created to account
for administration and management of the district’s building which is rented out on a
regular basis. The checking account has been closed, but the accounting records were
poorly maintained. The accountant is attempting to reconstruct the financial records of
this account from available data. The transactions for the District fire operations are
generally in order which account for a significant portion of the budget.

The FY 2009-10 audit is almost complete and should be done in the next couple of
months  District staff recognizes the need to complete the audit and implement
appropriate accounting practices, policies, and procedures related to expenditure control
and internal control procedures.

Organization Structure/Contract for Services

The District is analyzing the organizational structure of the District. At the present time,
the Herald Fire Protection District is completely a volunteer fire district except for
administrative staff. The Volunteer Fire Chief is not compensated and volunteers are
paid an hourly stipend when they are in training or responding to a call.

This is a fundamental change that has been implemented because of limited financial
resources based on long term revenue projections. The District has a liability of
approximately $450,000 for unfunded retirements with Cal PERS.



Budget and Expenditures
The District has adopted the FY 2016-17 Budget as required by State law. The District
has presented a balanced budget for next fiscal year.

See attached budget.
Policy and Procedures

The District is in the process of updating their Policies and Procedures as recommended
by the Sacramento Grand Jury. The Board adopted revisions or confirmed existing
policies and staff is reporting back at future meetings on the outstanding issues related the
remaining Policies and Procedures.

The Board of Directors have updated and adopted approximately 80 percent of the
Policies and Procedures.

Operations and Maintenance

The District is currently working on upgrading and repairing equipment as needed. At
the present time equipment and fire engines are operational and there are not any unmet
equipment issues.

The District has purchased surplus equipment from the Wilton Fire Protection District,
The District has also entered into a contract with Cosumnes Community Services District
to repair and maintain equipment as needed. In addition, the District is selling surplus
equipment.

The District has revamped its Web site and adopted a new logo.
Training

The Fire Chief has indicated that they will be working on establishing appropriate
training for all staff and volunteers in ensure compliance with Cal OSHA and other
required mandates.

The District has completed the purchase of equipment and supplies for all of the
volunteers.

Rental Building

The District rents out a building for private and public use. The Fire Chief has reported
to the Board that this facility is one of the core issues facing the District. He believes that
the building has become the primary focus of District operations and interferes with the
primary misston of fire suppression and emergency response.



This facility consumes a great deal of management and administrative time during the
week because it is used frequently. It is also one of the main factors negatively impacting
the financial audit.

The District has not yet resolved the management of the District’s rental facilities. The
separate checking account for these facilities has been closed and all revenue is deposited
into the District’s General Fund.

At the present time the District is limiting the use of these facilities to residents living
within the District boundaries. A long term solution still needs to be agreed upon by the
Board of Directors and the community.

Conclusion

The District appears to be moving forward in a positive direction.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
Respectfully, .
e %mur

Peter Brundage
Executive Officer
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With a unanimous vote, Herald Fire Protection District (HFPD) directors approved a new set of objectives
and goals for the new fiscal year, approved a final budget and officially changed the regular meeting day
at last Tuesday’s meeting.

According to Director Lindsey Liebig, the board accomplished 80 percent of the goals set in 2015, leaving
ongeing goals that wifl continue into following years,

"We've got the baseline foundation established these last six months, and now we're going to go into
these action items, continuing these overall agendas,” Liebig said while presenting the new goals.

The directors established three objectives, which Include continuing to improve the tevel of service to the
community, continuing to streamline business operations and improving efficiency in administrative
functions, and continuing to enhance training and development programs for the volunteer personnel,

These three objectives have been divided into four categaries of goals; Administrative, Personnel, Facility
and Apparatus. Each area of goals addresses the overall function and public perception of the district.

Administrative goals include: establish and utilize an annual policy review schedule; maintain a monthiy,
real-time budget reporting to the Board of Directors; maintain guarterly budget updates to the
community through the district website; continue offering training opportunities for administrative staff;
implement a record retention program and complete a record archival process; streamtine and document
administrative procedures and processes; and enhance HFPD brand awareness within the community.

Personnel goals include: establish and implement a volunteer personnel retention plan, including
recognition programs such as 457 or similar program and volunteer appreciation events; enhance
training and education programs, including securing funding for training, developing a written training
program for marketing purpeoses and hosting training events; maintain ongoing recruitment efforts with
the community; and continue to offer and fulfill a shift schedule to strive toward 24-hour coverage.

Facility goals include: identify critical needs for immediate repair and maintenance; develop a timeline for
long-term repairs; secure funding for facility improvements; evaluate and improve facility usage;
enhance living quarters at Station 88; improve training facilities at Station 87; and explore a name
change of Hendrickson Hall to Hendrickson Training Center.

Apparatus goals include: upgrade vehicle inventory; upgrade safety equipment on apparatus; establish a
secondary maintenance contract; identify long-term equipment maintenance and acquisition a plan and
reorganize; and streamline equipment usage.

Directors discussed possible evaluation time frames. The board may choose to follow up with some goals
on a quarterly or biannual basis with a possible annual evaluation overall.

At the end of the meeting, Fire Chief James Hendricks reported that, for the month of July, the district
responded to 51 calls; 21 were EMS calls and 30 were fire incidents. Hendricks also reported that the
average response time was seven minutes two seconds - a great accomplishment considering the size of
the district, according to Hendricks.

“We've more than doubled our staffing in the short period of time,” Hendricks said. “Since the beginning
of this year, we've actually doubled coverage for the district. At this time, we can provide two strike

http://www.galtheraldonline.com/articles/2016/08/31/news/doc3... 8/31/2016
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teams worth of engines to the maost dangerous part of the district within 15 minutes.”
HFPD now has more than 30 active volunteers.

At the Aug. 16 meeting, directors also:

+ Approved moving their regufar board meetings to the third Tuesday evening every month,

+ approved the 2016-17 budget,
» approved a fetter to be sent to LAFCO highlighting district accomplishments, and
s re-approved the district Nepotism Policy.

Copyright © 2016 - The Galt Heratd
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Objectives

. To continue to improve the level of service to our community.

functions.

2. To continue to streamline business operations and improve efficiency in our administrative

. To continue to enhance our training and development programs for our volunteer personnel.

Administrative Goals

Establish and utilize annual policy review
schedule

Maintain monthly, real-time budget
reporting to Board of Directors

Maintain quarterly budget updates to
Community via website

Continue offering training opportunities for
administrative staff

Implement a record retention program and
complete record archival process
Streamline and document administrative
procedures and processes

Enhance HFPD brand awareness within
community

Personnel Goals

Establish and implement volunteer
personnel retention plan

Plan components include incentive program,
recognition programs, 457 or similar
program and volunteer appreciation events
Enhance training and education programs
Program components to include securing
funding for training, developing written
training program for marketing purposes
and hosting training events

Maintain on going recruitment efforts
within our community

Continue to offer and fulfill shift schedule to
strive toward 24-hour coverage

Facility Goals

Identify critical needs for immediate repair
and maintenance

Develop timeline for long-term repairs
Secure funding for facility improvements
Evaluate and improve facility usage
Enhance living quarters at Station 88
Improve training facilities at Station 87
Explore a name change of Hendrickson Hall
to Hendrickson Training Center

E 3

Apparatus Goals

Upgrade vehicle inventory

Upgrade safety equipment on apparatus
Establish a secondary maintenance contract
Identify long-term equipment maintenance
and acquisition plan

Re-organize and streamline equipment
usage
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Herald Fire Protection District

REGULAR BOARD MEETING AGENDA

Pursuant to AB 3035, effective January {, 2003, any person who requires a disability related modification or
accommodation in order to participate in a public meeting shall make such a request in writing 48 hours prior to
this meeting for immediate consideration,

TIME: 7:00 PM
DATE August 16, 2016
PLACE: Hendrickson Hall, 12746 Ivie Road, Herald, CA

CLOSED SESSTON: Staff recommends no closed session.
OPENING: T7:00 p.m.,

Call meeting to order.

Roll Call.

Pledge of allegiance

Announcements

Hearing of the Public: Gov. Code section 54954.3 (a) Every agenda for regular meetings shall provide
an opportunity for members of the public to directly address the legislative body on any item of interest
to the public, before or during the legislative body’s consideration of the item, that is within the subject
matter jurisdiction of the legislative body, provided that no action shall be taken on any item not appearing
on the agenda unless the action is otherwise authorized by subdivision (b) of Section 54954.2. Oral
communication from the public on non-agenda items will only be heard at this time. Presentations are
limited to two (2) minutes per person, per topic. A maximum of thirty (30) minutes will be allocated for
public hearing.

[ =S % I NG I

ACTION ITEMS

6. Consent Items: Any Board member may request and remove any item from the consent agenda and place
that item on the regular portion of the agenda as specified.

Bills, Warrants, Payroll

Call logs

Training log

Significant purchases and donations
New Hire List

o pe o

12746 {vie Road » Herald, California 95638
(209) 748-2322 ® FAX (209) 748-2363 ®* www.heraldfire.com



Herald Fire Protection District

7. Approve Minutes: July 20, Regular Board Meeting
August 9, Special Board Meeting

8. Approve Nepotism Policy
9. Approve 2016 District Goals & Objectives
10. Approve 2016-2017 Final Budget
11. Approve Letter to LAFCo
DISCUSSION ITEMS
11. CHIEFS REPORT
12. COMMITTEE REPORTS
13. BOARD MEMBERS REPORTS
14. PENDING AGENDA

ADJOURNMENT

Members of the public may address the Board on non-agenda items that are within the jurisdiction of the Board.
However, no action or discussion may take place on non-agenda items pursuant to Government Code section
54954.3. Members of the public may request that an item within jurisdiction of the Board be placed on the agenda
by submitting a written request at least five (5) days prior to the legally required public posting of the agenda.

12746 Ivie Road ¢ Herald, California 95638
(209) 748-2322 ® FAX (209) 748-2363 ® www.heraldfire.com




HERALD FIRE PROTECTION DISTRICT

Board Meeting Minutes
Special Meeting of the Board
Wednesday, August 9, 2016 at 6:00 p.m.
12746 Ivie Road, Herald, CA 95638

ATTENDANCE:

Directors Present: Brian Hurlbut, Don Siegalkoff, Lindsey Liebig, Dennis Johnson
Directors Absent: Heidi Braziel

Staff Present: Volunteer Fire Chief James Hendricks, Janine Belluomini, Andrea Adams
CALL TO ORDER /ROLL CALL/ PLEDGE OF ALLEGIANCE:

1. Director Siegalkoff called the meeting to order at 6:00 pm
2. Flag Salute led by Director Siegalkoff

ANNOUNCEMENTS/PRESENTATIONS:

1. None

HEARING OF THE PUBLIC
1. None

OLD BUSINESS:

1. None

NEW BUSINESS:

1. Finalize Mutual Aid Agreements with [one and Liberty
M/S Siegalkoff/Hurlbut — To authorize the Chief to finalize Mutual Aid agreements with

Ione and Liberty
Approved 4/0

2. Goals and Objective Workshop

Director Liebig led the leadership team through establishing their goals and objectives
that will be presented at the August Regular Meeting,

INFORMATIONAL AND DISCUSSION ITEMS:
None

ADMINISTRATIVE REPORTS:
None

BOARD REPORTS:

None



I. PENDING AGENDA REQUESTS:
1. Nomne
J. ADJOURNMENT:
Board adjourned at 7:30 p.m.

M/S Liebig/Hurlbut — To adjourn the meeting.
Approved 4/0

Respectfully submitted,

Janine Belluomini
Board Secretary

Approved:

Brian Hurlbut
Board Clerk



Herald Fire Protection District
2016-2017 Budget

REVENUES
Tax Revenua Budgat Yoar o Date Remaining Salancy
9101 Sacured Property Tak 5588,000
3102 Unsecured Proparty Tax 523,000
9103 Property Tax Currant 5ug 59,000
5104 Dallnguent Secured Property Tax 55,500
105 Supplemental Delinquant frop. Tax 5300
5106 Unitary Property Tax 56.200
9124} Property Tax Redemptian 40
9120 Praperty Tax PR Linsecured 5500
G140 Property Tax Penaities 5130
9410 Intesnst incame 3350
9522 Homeowner Praperty Tax Relef 47,500
974G Insurance Proceeds 40
3790 Miscallanacous Revanues and Relmbursemants 520,000
Prior Yzar Fund 8alance 5478,549
[TOTAL REVENUE i $1,08,099 | $0.00 | 50.00 |
EXPENDITURES
Persannial Salaries and Banefits Buydgot Yoar ta Date Remainling 8alance
1110 Base Salaries $308.000
1220 QASDH! (Social Security} 55,000
124D Worker's Compensation Insurance 530,000
1250 SUl {Unemployment) 510,000
Total 1000 Accounts 5353,000 50.00 $0.00
Sarvices and Supplles Audgel Year to Date Romalning Batance
2005 Advertising/Notices 51.000
2015 Copy Services 3500
2022 Books/ Pertodleal 54,000
2035 Trainihg 514,600
2036 Education Tralning Supgiles 515,000
2051 Insurance Labitlty 520,000
2061 Membarshigs 53,000
2076 Office Supalies 53,500
2081 Postal Service 5200
2085 Printing Service $1,000
2111 Building Maintenance & Supply 320,000
2141 Land improvemeant 55,500
2151 Mechanical System 518,500
2191 UtHitias 512,000
2133 Refuse Collaction $2,000
2197 Talephope Service 54,000
2205 Autemotive Malntanance Service $28,000
22726 Expendable Tanis 51,000
2231 Fire Eqipmenit Malntenanca 54,000
2232 Fire Egqupment Supplles 525,000
2236 Fuei/Lubricant Supply 510,000
12A1 CHfce Equipment Maintenance 310,000
2271 Communications SE0,000
2314 Protective Equipment/Clothing 530,000
2322 Custadial Suppliies §2,250
2332 Food Supplies 52,300
2443 Medlcal Services $12.500
2505 Audit/Financial Servicas 515 000
2507 Assessrnent Collection Services 318,000
2531 Legal Servicas $1G,000
2517 Electlon Services $10,000
2880 |eased Praperty Use Charge 5GS 5500
Total 2000 Accounts $355,350 50,00 30.00
Butiget Year to Date Remainlng Balance
3450 }Taxes/uc.aﬁ.:en,".l\sseﬂmanls $20,000
Total 3000 Accounts $20,000 30,00 $0.00
Budgel Yaar ta Oate Remaining Balance
4202 [Structures and Imerovernents 420,000
4303 [Equipment - 5D - Nor - Recon $150,000
Total 4000 Accounts $170,000 $0.00 $0.00
Budyet Yair ta Data HAemzinlng Balance
7901 TContingency Appropriations | $190,749
Total 7000 Accounts ] $150,749 $0.00 $0.00
|TOTAL EXPENDITURES i $1,089,099 | 50.00 | $0.00 |
|Net Over/under ] 50.00 | 50.00 | $0.00 |
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Board Meeting Minutes
Regular Meeting of the Board
Wednesday, July 20, 2016 at 7:00 p.m.
12746 Ivie Road, Herald, CA 95638

ATTENDANCE:
Directors Present: Brian Hurlbut, Lindsey Liebig, Don Siegalkoff, Dennis Johnson
Directors Absent: Heidi Braziel
Staff Present: Volunteer Fire Chief James Hendricks, Janine Belluomini

A. CALL TO ORDER /ROLL CALL/ PLEDGE OF ALLEGIANCE:

1. Director Siegalkoff called the meeting to order at 7:02 p.m.
2, Pledge of Allegiance led by Director Siegallkoff

B. ANNOUNCEMENTS/PRESENTATIONS:

1. None
C. HEARING OF THE PUBLIC

1. None
D. CONSENT CALENDAR ITEMS:

Claims, Warrants, Payroll

Call Logs

Training Log

Significant Purchases and Donations
Re-Hires

opooTp

M/S Hurlbut/Johnson - To approve the consent agenda as posted
Approved 4/0

E. MINUTES:

a. June 15, 2016 - Regular Board Meeting
M/S Johnson/Hurlbut - To approve the minutes as posted
Approved 4/0

b. June 29, 2016 — Special Board Meeting
M/S Johnson/Hurlbut - To approve the minutes as posted
Approved 4/0

¢. July 1, 2016 - Special Beoard Meeting
M/S Johnson/Hurlbut - To approve the minutes as posted
Approved 4/C



F.

G.

L

HERALD FIRE PROTECTION DISTRICT

OLD BUSINESS:

1. None

NEW BUSINESS:

1. Approve District policies 4015 Revisions

Policy 4015 Addition — addition of clause to allow Board Members to serve as volunteers
either in safety or administrative roles and clarified chain of command for such
situations.

M/S8 Liebig/Johnson - To approve policy revisions as posted
Approved 4/0

2. Approve Elections Services Memorandum
M/S Hurlbut/Liebig
Approved 4/0

3. Approve Progress Reports to Community
M/S Liebig/Hurlbut
Approved 4/0

4. Approve Non Safety Staff Uniform - Navy Blue Polo Shirts

M/S Hurlbut/Johnson — To approve the polo shirt requested by Business Manager.
Approved 4/0

5. Set Date for Goals and Objective Workshop
M /S Siegalkoff/Hurlbut — To approve meeting Tuesday, August 9,, 2016 at 6:00 p.m.
Approved 4/0

INFORMATIONAL AND DISCUSSION ITEMS:

None.
ADMINISTRATIVE REPORTS:

Volunteer Chief Hendricks provided a detailed written report which included the
following:

a. Calls — Call logs for June were provided. Average call time was 8:35
b. Hired James (Jim) Miller, Battalion Chief Training Officer;
c. Station 87 Maintenance Electrical ~ some water damage

COMMITTEE REPORTS:

Facilities Committee: Station 87 Electrical, having water damage causing corrosion on the pipes
all needs to be taken care of. No, quote yet. Also need to replace the panel in the garage
maintenance area. Been broken needs to be up to standards

Apparatus Committee: One piece of equipment out of service, water tender out for 6 months.
Have to order a whole new tank, Minor damage. Got 3 engines that will be selling off. Someone
from the community was interested in one of the grass units. He knows it has a broken pump.



e CHERALD FIRE PROTECTION DISTRICT oo

Old engine 87, and 2 grass rigs will be taken down to Huisman Auction and try to sell them
down there.

¢ Budget Committee: We just received our compass report for June, we will be having our meeting
to finalize budget, by our regular meeting in August.

¢ Staffing Committee: New Hires puts us at 26 volunteers. With Jim Miller’s qualifications we can
host certified training here.

K. BOARD REPORTS:

Director Johnson discussed the Board’s plans in having a Thank You dinner for all the
Volunteers, August 13 at 6pm.

Director Hurlbut wished Don and Chief a Happy Birthday
Director Liebig attended drill and took pictures and posted on social media, FaceBook still

getting attraction and website as well.

L. PENDING AGENDA REQUESTS:
1. Moving meetings to Tuesday’s so that Andrea can attend

2. Final Budget approval
3. Agreements with lone and Liberty Mutual Aid

M. ADJOURNMENT:
Board adjourned at 7:43 p.m.

M/S Hurlbut/Siegalkoff - To adjourn the meeting
Approved 4/0

Respectfully submitted,

Janine Belluomini
Board Secretary

Approved:

Brian Hurlbut
Board Clerk






Agenda Item No, 4

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION

1112 I Street, Suite #1060
Sacramento, California 95814
(916) 874-6458

December 7, 2016

TO: - Sacramento Local Agency Formation Commission

FROM: Peter Brundage, Executive Officer

RE: Herald Fire Protection District Status Update (LAFC 06-14)
RECOMMENDATION:

1. Receive and File the status report on the Herald Fire Protection District.

2. Direct staff to continue to monitor the Herald Fire Protection District and report
back to the Commission only in the event the current status regresses.

DISCUSSION:

The Herald Fire Protection District Board of Directors has submitted the attached letter
summarizing the status of District operations as of August 17, 2016.

Status of Current Operations

Overall, the District has made many positive improvements and changes to District
operations during the past several months. The following report will highlight those
changes.

Staffing
Currently, the District is primarily a volunteer fire department with limited paid

administrative staff. The District has a part-time business manager to oversee the audit,
financial accounting, and implement staffing schedules of the volunteer firefighters.




The District recruited two Volunteer Captains to establish a2 new volunteer rank structure
and the District has a Volunteer Battalion Chief to oversee all training of the volunteer
safety personnel.

The District has increased the number of volunteer firefighters from 7 to 30 volunteers
and would like to increase the number of volunteer firefighters to 35.

The District is implementing a stipend volunteer fire shift staffing model. The ultimate
goal is to provide around the clock staffing for at least one station.

Board of Directors
The Board of Directors has conducted a district workshop o review goals and objectives

and set priorities for FY 2016-17. The Board of Directors has approved and adopted the
FY 2016-17 Budget.

The Board has established several advisory work groups and committees to improve
community involvement and trust.

Financial Audit and Accounting Procedures

The District is making progress on the Financial Audits for FY 2009-10 through FY
2015-16. The baseline Financial Audit for FY 2009-10 has been completed. This Audit
required the District to hire a forensic accountant to recreate the financial transaction for
this period. This will allow the auditor to move forward on the remaining audits.

Policy and Procedures

The District continues to update its policies and procedures with community
participation. The District is improving its website to improve communication and
transparency with the residents of the District.

Operations and Maintenance

The District has completed modernization of its communication system including new
computers and firchouse software.

The District is continuing joint training with neighboring fire districts and working on a
more intense training program with those Districts as well as Cal-Fire.

The has adopted mutual aid agreements with Ione, Liberty, Cosunnes and Wilton Fire
Districts.




Conclusion
The District appears to be moving forward in a positive direction.

LAFCo staff will continue to monitor the status of District compliance with these issues
and will provide any assistance that we can.

SACRAMENTO LOCAL AGENCY FORMATION COMMISSION
Respectfully.

rp ﬂtﬁj\.» o

Peter Brundage
Executive Officer

Attachments




Herald Fire Protection District

August 17, 2016

Peter Brundage, Executive Officer

Sacramento Local Agency Formation Commission
1112 I Street, Suite 100

Sacramento, CA 95814

Bear Mr. Brundage,

The Herald Fire Protection District Board of Directors (HFPD) would like to take this oppoertunity to thank
you and the Commission for your support and understanding while we have worked to overcome numerous
challenges this past year. The Board of Directors met in December 2615 to develop both short and long term goals
and objectives for the District. We would like to outline our progress in completing some of these major goals
within the past eight months.

fanuary 2016
e The District completed a complete rewrite, update and reorganization of district policies. These policies are
now available in our District office and online for any community member to obtain,
s The District established several advisory work groups and committees to speed district progress and
establish community involvement and trust. These committees have been instrumental in the rapid
progress of the District,

February 2016
s The District secured the services of a forensic auditor to organize business in order for the audit process to
begin.

» The District began implementing a more efficient, sustainable staffing model by going to an all-volunteer
force. Since that time, we have moved from a staff of 7 volunteers to 30 volunteers with the current goal of
35 by fall.
e Tosupport those volunteers, we have secured mutual aid agreements with the neighboring districts of
lone, and Liberty as well as continuing the long standing agreements with Cosumnes and Wilton districts.
= The District committed substantial resources to both equipment and training to support those volunteers.
The District is also continuing joint training with neighboring districts and finalizing a more intense
training program with those districts and departments as well as CalFire.
March 2016
# The District initiated a comprehensive web site to greatly improve communication and transparency with
the community we serve.
e The District has completed a complete modernization of our communication system and infrastructure,
including new computers and Firehouse software.
May 2016
* The District began partial implementation of our stipend volunteer shift staffing model. The long term goal
is to provide around the clock staffing for at least one station.

12746 lvie Road e Herald, California 95638
{209} 748-2322 = FAX (209) 748-2363 ® www heraldfire.com
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Herald Fire Protection District

July 2016
* The District hired 2 part time Business Manager to oversee the audit, financial accounting and
implementation of volunteer staffing schedules.
e The District hired two Volunteer Captains, who have begun establishing the new volunteer rank structure
for our safety personnel.
e The District hired a Volunteer Battalion Chief, who will oversee alil training of volunteer safety personnel.
August 2016
e The complete audit is scheduled to begin this month, since the ferensic audit has been completed.
» The Board of Directors conducted a district workshop to review our goals and objectives from December
and established new goals, priorities and objectives for the 2016-17 fiscai year.
s The Board also approved the annual district budget on time for the first time in severai years.

At this time both the District Board of Directors and staff are seeking input from LAFCO staff as to any
additional concerns or issues they feel may need to be addressed. The leadership team is fiercely committed to our
District being a well-managed, professional, well trained and highly competent force dedicated solely to the safety
and wellbeing of our community. We look forward to your input and support. We appreciate your continued
support and look forward to your input.

Sincerely, '
!,\ = ) ,
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