April 26,2021

City of Ukiah

Honorable Members of the
Mendocino Local Agency Formation Commission

Uma Hinman, Executive Officer
Mendocino LAFCo

200 South School Street, Suite F
Ukiah, CA 95482

Sent via email: eo@mendolafco.org

Re: City of Ukiah Application to Detach the Ukiah Valley Sanitation District — Remaining Issues

Dear Mr. Chair, Members of the Commission, Ms. Hinman, and LAFCo Staff,

We hope this finds you well. Thank you for the opportunity to appeal LAFCo staff’s decision that
Mendocino LAFCo (“LAFCo”) cannot accept the City’s application to detach the Ukiah Valley Sanitation
District {the “Detachment Application”) for filing. As the City has been working on its Detachment
Application for a number of years, we appreciate the chance an open discussion of our issues presents and
believe it will provide much needed clarity and resolution. Furthermore, we recognize the history of the City
and the Sanitation District has perhaps clouded issues that, at least in the City’s opinion, seem quite clear.
Our hope in engaging in this forum is to set aside ancillary issues which are properly the subject of a hearing
on the Detachment Application and to focus on the issues before us which are currently preventing that
larger discussion from occurring. We therefore sincerely appreciate LAFCo staff’s offer for this appeal and
your time in considering its merits, believing it is a much-welcomed step toward a clear vision for the future
of Ukiah Valley.

This letter will specifically address three issues LAFCo staff have raised for your consideration, but
before turning to those it may be helpful to provide a brief summary of the Detachment Application. The
City initially adopted a Resolution of Application in an open and properly noticed meeting of the City Council
on November 5, 2014.1 On November 20, 2014, the City provided to LAFCo a Justification of Proposal form in
support of the Detachment Application, along with several pieces of information and supporting
documents.2 On April 29, 2020, the City submitted an amended proposal along with an attached Plan for
Services.? In its Plan for Services, the City, to address concerns raised by LAFCo staff and the Sanitation
District, presented various documents, including the Operating Agreement for the Combined Sewer System
Serving the Ukiah Valley Sanitation District and the City of Ukiah?, a map of the Collection System Facilities®,
the City — District 2020 Refinancing Agreement?®, the Joint Sewer Rate Study Draft Findings and
Recommendations presentation’, and the City of Ukiah & Ukiah Valley Sanitation District 2020 Joint Sewer

1 See Exhibit A.

2 See Exhibit B.

3 See Exhibits C, C1, and D.
4 See Exhibit D-1.

5 See Exhibit D-2.

& See Exhibit D-3.

7 See Exhibit D-4.
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Rate Study Final Report®. These documents were provided, among other reasons, in an attempt to address
issues that may be raised at the hearing regarding, among other things, the financial viability of the
Sanitation District following detachment and the fact that the City and the Sanitation District had already
contemplated detachment.

On May 29, 2020, Ms. Hinman sent the City a letter informing us that it could not accept the City’s
Detachment Application for filing, pointing to “changes [that] have occurred in application forms, local
policies, and state laws governing change of organization applications.” Not having been provided with an
explanation of any changes that would warrant refusal to file our Detachment Application, the City asked for
the bases of LAFCo’s refusal. On June 29, 2020, the City received an email listing six issues to support
LAFCo’s refusal based on the Detachment Application.'® In that same June 29™ email, LAFCo staff indicated
that the Plan for Services the City submitted required revision and questioned whether the City’s
Detachment Application is exempt from compliance with the California Environmental Quality Act! — both
these two latter concerns appeared to stem from a June 18, 2020, letter from the Sanitation District.

On July 9, 2020, in a letter from Ms. Andrea Matarazzo, the City’s Special CEQA Counsel, the City
responded to the CEQA issues.'? Believing, apparently in error, that LAFCo’s issues with CEQA had been
resolved, the City moved on to the other requests. On August 21, 2020, the City responded to the issues
raised in the June 29t email related to the Detachment Application and the Plan for Services. Specifically
regarding the request to revise the Plan for Services, the City made clear that “[g]iven the complete lack of
evidence to support the Sanitation District’s assertions, it is impossible for the City to understand whether,
let alone how, it is to go about reconsidering its submitted Plan for Services, or what revisions are
‘appropriate’.”** To date, no support has been provided to the City for the assertions initially offered in June
2020.

In addition, and despite LAFCo’s apparent refusal of the Detachment Application, LAFCo staff
requested several specific documents in support of the City’s Detachment Application, which the City,
through a series of communications, has provided to LAFCo — with the sole exception of LAFCo's request for
a new Resolution of Application.'> Which brings us the issues currently before the Commission.

Issues Under Consideration
We understand there are three issues before you for your consideration. Those issues are:

1. Whether the City needs to provide a certified copy of a new City Council Resolution of Application.
2. The status of the Detachment’s exemption from CEQA and LAFCo'’s role as a responsible agency.

8 See Exhibit D-5.

9 See Letter from Ms. Uma Hinman to Mr. Sage Sangiacomo. Attached as Exhibit E.

10 gee June 29, 2020, email from Ms. Uma Hinman to Mr. Philip Williams, Special Counsel for Ukiah. Attached as Exhibit
F.

1 See ld.

12 5ae July 8, 2020, letter from Ms. Andrea Matarazzo, Special CEQA Counsel, addressed to LAFCo Commissioners and
Ms. Hinman, sent in response to the Sanitation District lawyer’s June 18, 2020, letter. Attached as Exhibit G.

13 gee August 21, 2020, letter from Mr. Williams to Ms. Hinman. Attached as Exhibit Hh.

14 See Exhibit Hh, page 4.

15 See August 21, 2020, email from Mr. Williams to Ms. Hinman. Attached as Exhibit H.
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3. Whether LAFCo may take action on the proposed Detachment before both the City ‘s Sphere of
Influence and UVSD'’s Sphere of Influence have been updated.’®

Each of these issues is discussed in turn below and in the accompanying documents and exhibits.
1. The City does not need to adopt a new Resolution of Application because there is no such

requirement anywhere in the law and such a position is antithetical to fundamental principles of
American government.

LAFCo staff’s request for a new Resolution of Application is an enduring position, and one which the
City continues to dispute.'” In the City’s August 21, 2020, communication, attached as Exhibits A and Aa, the
City specifically requested LAFCo staff to provide it with any bases for its position. To date LAFCo staff have
provided none. Having been unable to find any legal support for LAFCo staff’s position ourselves, we are
forced to conclude there is none.

The City strongly disagrees that it needs to provide LAFCO with a new City Council Resolution of
Application. LAFCo staff based this position on the fact that newly elected Councilmembers had been
elected to the City Council since the City adopted its Resolution of Application, and therefore a new
Resolution of Application was required.®® This position is not supported by the law nor does it comport with
republican principles of government — indeed, the position would practically paralyze representative
government: imagine the Commission had to ratify or validate prior Commission actions every time a new
Commissioner was appointed or that every new Congress had to re-adopt the Fifth Amendment
guaranteeing due process of law! As we have communicated before, the City continues to strongly dispute
this position and has no intent to adopt a new Resolution of Application.

2. The Proposed Detachment is statutorily exempt from CEQA, the record is clear that the City made
such a determination at the time it adopted the Resolution of Application, there are no exceptions
that apply to the applicable statutory exemptions, and LAFCo’s options at this point for disagreeing
with that determination are likely limited to LAFCo assuming lead agency status and performing its

own CEQA analyses at its own expense.

When the City adopted its Resolution of Application, it concluded on the basis of substantial
evidence that the proposed detachment results in no change in the existing physical environment and is
exempt from CEQA.™® No possibility exists that the detachment could result in a significant impact on the
environment because it would not disturb, disrupt, change, or affect the existing physical environment in
any way.”

16 Though not specifically addressed here, this issue also relates to the more general question of whether LAFCo needs
an Updated SOI before it can proceed with any of the City’s proposed changes in organization, as LAFCo staff have
indicated.

17 see Exhibits H and Hh.

18 See Exhibit F.

19 CEQA Guidelines, §§ 15261 (ongoing projects); 15301 (existing facilities); 15320 (changes in organization of local
agencies where no change is made to the geographic area in which previously existing powers are exercised);
15061(b)(3) (CEQA applies only to projects with the potential to cause a significant effect on the environment).

20 yorth Coast Rivers Alliance v. Westlands Water District (2014) 227 Cal.App.4th 832, 872-873, 875; Citizens for East
Shore Parks v. State Lands Commission (2011) 202 Cal.App.4th 549, 558-559, 565-566.
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The City has clearly complied with CEQA, though it has had to go to great length and expense in
explaining the law to LAFCo staff and general counsel.?* As we have had to repeat ad nauseam for over nine
months, the City has complied with CEQA.

Despite these repeated efforts, on a recent call with LAFCo staff,? LAFCo’s General Counsel
expressed unsupported concerns about transparency. As we have said repeatedly and which the facts of the
documents in front of you make clear, the City adopted its Resolution of Application in an open and properly
noticed meeting; included in that Resolution’s agenda item was clear reference to applicable CEQA
exemptions into which this activity clearly falls.* In response to LAFCo’s surprising and disappointing
attempt to analogize the City’s detachment application and applicable exemptions to the facts in San
Joaquin Raptor (the facts and holdings of which are patently off point) we provided a thorough explanation
of CEQA law as it relates to exemptions.2* As we have had to repeat ad nauseam for over nine months, the
City has complied with CEQA.

That being so, if the Commission chooses to disagree with our determination that the proposed
detachment is exempt, at this point LAFCo’s options are limited.? The determination has not, and now
cannot, be challenged under section 21167, as the statute of limitations on that challenge has lapsed.*®
There is no evidence of changed circumstances as defined by CEQA Guidelines section 15162. Should the
Commission disagree with our determination, the only path forward for LAFCo at this point is to assume
lead agency status under CEQA Guidelines section 15052 and to prepare the environmental documents it
determines are appropriate. While the City would be very interested in any analyses LAFCo performs as the
lead agency on the proposed detachment, this is an option the law makes available to LAFCo. But what
LAFCo staff may not do is continue to insist on a standard that has no basis in law.

3. The City’s Application is Complete, and LAFCo Staff’s Position that the Detachment Application
Cannot be Completed Until an Updated SOl is Performed Contradicts the Cortese-Knox-Hertzberg
Act and LAFCo’s Own Policies.

LAFCo staff have taken the position that the City’s MSR/SOI Update process must be completed
prior to Commission consideration of the proposed annexation. LAFCo staff has asserted this position in
relation to many of the City’s other pending applications. As the City’s Special LAFCo Counsel, Mr. Michael
Colantuono’s attached letter?” makes clear that the City continues to respond that LAFCo staff’s position is
supported neither by the law or by LAFCo policy.

2 See Exhibit G.

22 Call between LAFCo staff and City representatives on February 25, 2021.

23 See Exhibits A, B, and G.

24 See February 25, 2021, email from Philip Williams to LAFCo’s General Counsel Scott Browne, with cc to Uma Hinman.
Attached as Exhibit I.

25 Once a lead agency determines not to prepare an EIR or negative declaration, that determination is “final and
conclusive” unless: (1) the decision is successfully challenged under Public Resources Code section 21167; (2)
circumstances change as provided by CEQA Guidelines section 15162; or (3) a responsible agency becomes lead agency
under CEQA Guidelines section 15052. (CEQA Guidelines section 15050.)

26 pyblic Resources Code section 21167(d); Apt. Ass'n of Greater L.A. v. City of L.A. (2001) 90 Cal.App.4th 1162, 1171 [if
no notice of exemption is filed, 180-day limitations period applies]; City of Chula Vista v. County of San Diego (1994) 23
Cal.App.4th 1713, 1720 [applying 180-day limitations period].

27 5ee Mr. Michael G. Colantuono’s April 26, 2021, letter to the LAFCo Commissioners and Ms. Hinman. Attached as
Exhibit J.
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Neither CKH nor LAFCO'’s Policies and Procedures Manual (“Policies”) require a current sphere of
influence to complete an application for detachment. Paragraph 11.4.2 (“Application Materials”) of subsection
11.4 (“Application Requirements”) of section 11 (General Application Requirements”) of LAFCO’s Policies
states:

Applications to the Commission must contain all the information and materials required by
the CKH Act (G.C. §56652 and 56653), including a plan for services, as well as the applicable
fees or deposit toward fees as specified by the LAFCO Fee Schedule.?®

Neither this Paragraph 11.4.2 nor the cited Government Code sections require a current sphere of influence
to accompany a detachment application. Having recently submitted the Metes and Bounds Description,” the
City’s Detachment Application is ready to be submitted to the County for the tax sharing process described in
Revenue and Taxation Code, section 99.

Furthermore, under the Cortese-Knox-Hertzberg Act, the Executive Officer has a ministerial duty to
issue a Certificate of Filing when the “application for a change of organization or reorganization meets
submission requirements and is accepted for filing.”*® Through its position, LAFCo staff indicate the
Executive Officer will refuse to issue such a certificate until the City’s MSR and SOI are updated. Neither CKH
or LAFCo’s Policies and Procedures Manual require an “updated” municipal services review or sphere of
influence to complete an application for detachment.

Any shortcomings in or staleness of the City’s SOI, if indeed there be any, directly result from
LAFCo’s own failure to comply with its statutory obligation to update the City’s sphere of influence “every
five years ... as necessary”! and with its own Policies®’. Only LAFCo has an affirmative duty to update its
sphere of influence determinations, which, as with its other determinations, are final and conclusive, and
the City has a right to pursue changes in organization within that defined planning area. That LAFCo has not
updated the City’s SOI since 1984 must be because LAFCo did not feel it was necessary to do so and should
not now serve as a basis for the Executive Officer to prevent the City from advancing this application so that
we may get the hearing the law provides for. There is nothing in the City’s MSR or SOI that prevents the
Executive Officer from issuing a Certificate of Filing so that the Commission can weigh the merits of this
change in organization. The Executive Officer’s refusal to do so until the City’s MSR and SOl are updated is
likely a prejudicial abuse of discretion.

Finally, while the Executive Officer may request additional data and information, that request must
be reasonable and consistent with CKH. Here, LAFCO’s argument fails to consider that CKH and LAFCO’s own
Policies give it the obligation to update the MSR and sphere of influence. The Executive Officer may request
additional data and information, but that request cannot serve to reassign to the City LAFCO’s statutory duty
to prepare these updates. It would be unreasonable to permit the Executive Officer to rewrite CKH through
her requests or to use them to blockade a proposal.

28 | AFCO’s Policies, p. 29.

28 See April 20, 2021, letter from Mr. Williams to Ms. Hinman regarding the metes and bounds description for the
Detachment Application. Attached as Exhibit L.

30 Gov. Code, § 56020.6.

31 Gov. Code section 56425, subd. (g), emphasis added.

%2 policies 10.1.3.

33 See Gov. Code section 56107, subd. (b).
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Furthermore, changes in organization like this one and others pending before LAFCo staff, many of
which have already been called for in public documents® advance LAFCo’s mission and comport with its
Guidelines (see Policies 1.1 [“Mission”] and 1.2 [“General Guidelines”]) and deserve to be considered.
Continuing to refuse to advance the City’s applications, including this one, puts at risk the health, safety,
economic vitality, and future of our neighbors in the Ukiah Valley. While we are personally sympathetic to
the fact that the Executive Officer has inherited a legacy of nonfeasance, her recalcitrance to ensure LAFCo
performs its current obligations under the law and to our neighbors in Ukiah Valley is untenable. The
derelictions of the past cannot define our future anymore.

In providing you with the suite of exhibits we have, we emphasize that the three issues above and
currently under discussion are but the latest in a long line of requests, concerns, and issues that LAFCo staff
have made and raised, many of which have proven illusory and many of which still have yet to be supported
by LAFCo staff. While many of the issues discussed in the exhibits are ancillary, at the very least they should
demonstrate the tireless efforts the City has made to comply with LAFCo staff’s various requests for
additional information and documents associated with this Detachment Application. Those efforts include
not only significant time by City staff but also significant time and effort by multiple outside consultants and
attorneys. Indeed, the issues addressed above do not include many others, including the issue of the
indemnification language in LAFCo’s Fee Agreement, on which we went to great lengths to educate LAFCo
staff and the Commission® and which the LAFCo Policies Committee just recently decided on {we take this
opportunity to note that the Second Appellate District’s opinion in San Luis Obispo Local Agency Formation
Commission, et al., v. City of Pismo Beach, et al, validates the City’s efforts to amend that language®).

As the record clearly demonstrates, at every step we have labored to respect and respond to LAFCo
staff’s nearly unending requests, insisting all the while on the rule of law, sound public policy, and the best
interests of our community. We remain committed to the same path, trusting it is the path toward clarity
and resolution.

We know these are trying times and that the past year has been a difficult one. Thank you for your
consideration and for your service to our community.

Yours Sincerely,

Philip A. Williams
Special Counsel, City of Ukiah

34 See, e.g., the Ukiah Valley Area Plan, Ukiah’s Municipal Service Review, and the 2019 Grand Jury Report entitled
Ukiah Valley Sanitation District: Change and Transparency Needed.

35 5ee September 16, 2020, letter from Mr. Williams to LAFCo Commissioners and Uma Hinman. Attached as Exhibit K.
36 “A city and a developer applied to the San Luis Obispo Local Agency Formation Commission (LAFCO) to annex a
parcel of real property to the city. LAFCO denied the application and the city and developer brought an action to
challenge that decision. LAFCO prevailed and brought this action to recover attorney fees under an indemnity
agreement contained in the annexation application. The trial court granted the city and developer judgment on the
pleadings because LAFCO has no authority to require such fees, We affirm.” San Luis Obispo LAFCo, 2d Civ. No.
B296968 (2d Dist. March 3, 2021). As the City made clear in its September 16, 2020, letter (Exhibit K), the language at
issue in San Luis Obispo is identical to that employed by Mendocino LAFCo; regardless, LAFCo general counsel
continued to obfuscate the issue thereby imposing additional, unnecessary, work.
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Cc: Sage Sangiacomo, Ukiah City Manager
Sean White, Director of Sewer and Water
David Rapport, City Attorney
Craig Schlatter, Director of Community Planning
Andrea Matarazzo, Special CEQA Counsel
Michael Colantuono, Special LAFCo Counsel

Attached Exhibits A-L
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ITEM NO.: 12a
MEETING DATE: November 5, 2014

City of UKiah

AGENDA SUMMARY REPORT

SUBJECT: DISCUSSION AND POSSIBLE ADOPTION OF RESOLUTION OF APPLICATION TO
THE MENDOCINO LOCAL AGENCY FORMATION COMMISSION TO DETACH
FROM THE UKIAH VALLEY SANITATION DISTRICT THE PORTION OF THE
DISTRICT LOCATED IN THE CITY LIMITS

Summary: A portion of the City has remained part of the Ukiah Valley Sanitation District (“District”), even
after those areas were annexed to the City. This area, called the “overlap” area, is comprised of 1304
parcels and is depicted on the map attached as Attachment 1. As explained in more detail below the staff is
asking the City Council to approve a resolution of application to the Local Agency Formation Commission
(“LAFCQO”) to detach the overlap area from the District. Since 2010, the District has been seeking greater
and greater independence from the City. These efforts have and will continue to increase the cost of
providing sewer service to City residents, disrupt the provision of municipal services to City residents,
subject City residents to duplicative and unnecessary administrative expenses, and cause unnecessary
confusion for City residents. Detaching the overlap area from the District will avoid these adverse effects
and provide oversight and control of sewer service in the City by one local government rather than two.

Background: In 2011, the City Council appointed an ad hoc committee consisting of Councilmembers
Baldwin and Landis to meet with an ad hoc committee of the District to discuss possible changes to the
1995 Participation Agreement between the City and the District under which the City provides sewer service
to both the City and the District. A facilitator was hired for the meetings. In September 2011, the facilitator
submitted a report to the City and the District reporting on proposed changes to the Participation Agreement
supported by a majority of the members of the combined ad hoc committees.

On October 5, 2011, the City Council approved a letter to the District responding to that report. The
proposed changes to the Participation Agreement would change the existing arrangement for providing

Recommended Action(s) Adopt the resolution of application, and direct staff to submit to the LAFCO
Executive Officer the required documents to initiate detachment proceedings before LAFCO, request
from the County Assessor the necessary property tax information to begin negotiations with Mendocino
County for a property tax exchange agreement and take other steps necessary and appropriate to
process the application. Require staff to report to the City Council the progress in processing the
application and to promptly seek City Council approval as required.

Alternative Council Option(s): Provide staff with alternative direction

Citizens advised:
Requested by: City Council
Prepared by: David J. Rapport, City Attorney, Charley Stump, Planning Director
Coordinated with: Jane Chambers, City Manager and Tim Eriksen, Public Works Director, Consultants
1. Map of area to be detached
Attachments: 2. October 13, 2011 letter from City Council to UVSD Board
3. November 1, 2011 response letter from UVSD Board to City Council
4. Minutes of December 21, 2011, City Council meeting
5. Resolution of Application to Detach City areas from District
6. Justification of Proposal

Approved:(i: )Z”M’ %VJ\J

,Jén%Chambers, City Manager
L
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sewer services to the City and the District. Under the Participation Agreement, as currently written, the
combined City/District collection system and the wastewater treatment plant are treated as one system
which the City operates and maintains and the City provides billing and collection services for both the
District and the City. All of the costs are allocated between the City and the District based on the ratio of
“equivalent sewer service units” (ESSUs) in the City and the District.

The proposed changes would require expenses of the collection system to be paid by the District, if the
expense were incurred in the maintenance or repair of the District’s collection system and by the City, if the
maintenance or repair were incurred in the maintenance or repair of the City’s collection system. The costs
of operating and maintaining the wastewater treatment plant would continue to be apportioned based on
ESSUs. The District would be authorized to assume billing and collections for District customers and to
assume the maintenance and repair of the District’s collection system.

The City had a number of questions about the proposals and concluded that additional negotiations would
be necessary to address those questions. At that meeting the City Council concluded that these
negotiations needed to include detachment from the District of the overlap area, since the impacts of these
changes are very different, if the District and the City are geographically separate jurisdictions. It authorized
a letter to the District, attached as Attachment 2, which notified the District that continued negotiation of
these changes to the Participation Agreement would have to include negotiations over detachment. The
letter also included an analysis the City had done which showed the financial impact on the District resulting
from the detachment of the overlap area.

On November 1, 2011, the District responded by letter, stating that it was unwilling to include negotiations
over detachment in these negotiations. (See Attachment 3.) At the December 21, 2011, City Council
meeting, when it considered the District’s response, the City Council directed staff to write a letter offering to
meet and discuss detachment once the District believes it has sufficient information to meet and discuss
detachment. (See Attachment 4, minutes of items 13.c on agenda for that meeting.)

In the three years since the City sent the District the City’s analysis of the financial impact of detachment on
the District, the District has made clear that it is unwilling to discuss detachment. At the same time, the
District appears to be determined to press forward with these changes to the Participation Agreement and to
assume responsibility for maintenance and repair of its collection system and for billing its customers and
collecting the fees paid by its customers.

In October 2013 the District filed a law suit against the City seeking as much as $40 Million in damages for
alleged wrongs going back to 1967. On October 17, 2014, the District sent the City a resolution adopted by
its Board of Directors on October 16, authorizing the District’s chairman to give notice to the City that the
District is terminating the Participation Agreement.

Based on these events, the City faces the following situation. Beginning in 2010 the District established
rates for monthly sewer fees and connection fees that are different from the City’s. The District has adopted
some regulations for sewer service that differ from the City’s. Currently, City residents benefit from the City
providing sewer services to both the District and the City. The City can use the same crews to maintain both
its water and sewer system, reducing the cost of providing sewer services by sharing the cost of these
employees with both utilities. These City employees can share facilities and equipment that are used by
multiple City departments, allowing the costs of those facilities and equipment to be shared by those
departments. They can be supported by administrative services that serve all City employees, such as
payroll, human resources, and accounting. The City Engineer provides engineering services to the sewer
system and to the other City departments and utilities. These costs can be apportioned among the City
enterprise funds and its general fund. City residents receive a consolidated utility bill from the City and have
various ways to contact the City with questions about their bill. The billing costs are shared among all of the
City’s utilities.

Despite these advantages, the District seeks to separate itself further from the City and begin providing
maintenance and repair of its collection system and billings and collections to its customers. It has no

2
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experience providing these services. It has not presented a plan to the City on how it proposes to provide
these services and at what cost. The provision of sewer service has become an increasingly regulated
service subject to both state and federal requirements enforced by the North Coast Regional Water Quality
Control Board. The collection system is subject to waste discharge requirements imposed by the Regional
Board with very expensive mandatory fines, if those requirements are violated.

These circumstances make detachment vitally important to the City’s ability to serve all of its residents with
cost-effective municipal services. The City’'s ability to promote economic development in the City is
undermined, if it does not have control over sewer connection fees for new businesses that want to locate in
the City. The District’'s connection fees already may have discouraged some businesses from locating in the
City. For example City staff knows of a restaurant inside the City limits that abandoned expansion plans
when it learned there would be UVSD connection fees based on added seating. The City would not have
charged these additional fees. A new restaurant inside the City limits was charged a UVSD connection fee
of $51,587 (lowered by UVSD from an initial calculation of $85,069) where the City’s fee would have been
$23,500.

With no willingness on the part of the District to discuss detachment, on July 16, 2014, the City Council
authorized the retention of a consultant and a law firm with expertise in detachment proceedings to assist
the City in applying to LAFCO to detach the City from the District

Basic Steps in the Proposed Detachment from Ukiah Valley Sanitary District. The following describes

the process required to detach the City territory from the District.

Step 1 -- Application to LAFCO

Transmittal letter

Resolution of application adopted by the City Council
Completed LAFCO Proposal Questionnaire

Map and legal description of proposed detachment area
LAFCO processing fee

Step 2 -- LAFCO review and approval/denial

Receive application including City Council resolution
Receive property tax exchange agreement by Board of Supervisors and City Council

Issue Certificate of filing; clock starts running

Provide published, posted and mailed public notice of hearing

Prepare Executive Officer's report and recommendation, include factors LAFCo must
consider

LAFCo conducts public hearing for testimony, not to count written protests

LAFCO adopts resolution making determinations; assigning terms and conditions and
setting an effective date; since LAFCo is a quasi-legislative agency, no findings of fact
are required

City submit and LZAFCO review maps and legal descriptions

3
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LAFCo staff issues a notice of exemption

Step 3 -- Conducting Authority hearing and decision

Public notice -- publish, post, mail

Number of written protests determines the outcome: (1) terminate proceedings
(50% or more of the registered voters or landowners file written protests), (2) order the
change subject to an election (at least 25 percent, but less than 50 percent, of the
registered voters residing in the affected territory or at least 25 percent of the number of
owners of land who also own at least 25 percent of the assessed value of land within
the affected territory file written protests), or (3) order the change without conducting
an election (less than 25% of the number of owners of land who also own at least 25
percent of the assessed value of land within the affected territory file written protests)

Step 4 -- Election, when required is conducted by County of Mendocino

If required, an election is held in the detachment area
Vote results — a majority is needed
Board of Supervisors adopts resolution declaring results of election

Step 5 — Final filing by LAFCO staff

LAFCO staff reviews resolution for conformance with LAFCO approval
LAFCO issues and records a Certification of Completion
LAFCO files detachment with State Board of Equalization et al

Adopting Resolution of Application. .Attached as Attachment 5 is a proposed Resolution of Application
which will initiate the process of seeking LAFCO approval of detaching the overlap area from the District.

A cover letter, LAFCO questionnaire, various exhibits and a $5000 filing fee will accompany the resolution
when it is submitted to LAFCO. (See Attachment 5.) The cover letter will point out that detachment requires
approval after two public hearings are held: (1) a hearing before LAFCO to approve the detachment (Step 2,
above) and (2) a protest hearing as described under Step 3, above. Only after LAFCO approves the
detachment, will the residents and landowners within the detachment area have the opportunity to decide
for themselves whether they support the detachment. If LAFCO fails to approve the detachment, these
residents and landowners will be deprived of the opportunity to express their views on whether the
detachment should proceed.

The Executive Officer of LAFCO cannot file the application and initiate a hearing on the application, until the
City files a property tax exchange agreement with the Mendocino County Board of Supervisors. That
agreement will determine how the property taxes currently received by the District from property in the
detached area are handled after the detachment becomes effective. Once the application is submitted to
LAFCO, the City will request the County Assessor to report the property tax data for the overlap area. With
that information in hand, the City will initiate negotiations with the County for the required tax exchange
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