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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

ITEM NO.: 

MEETING DATE: 

12a

November 5, 2014

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

LAFCO”) 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
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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
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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
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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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agreement. The Board of Supervisors must negotiate that agreement in good faith. District approval of the
agreement is not required. 

The Resolution of Application is required to identify the conditions the City requests LAFCO to impose, if it
approves the detachment. Under Government Code Section 56886, LAFCO is empowered to condition a
local government change of organization, including a detachment, on a variety of requirements. These can
include the disposition, sale, transfer or division of real or personal property ( subd. ( h)), the disposition, 
transfer or division of any money or funds, including cash on hand and money due but uncollected ( subd. 
i)), the payment of any outstanding bonded indebtedness, including revenue bonds ( subd. ( c)) and any

other matters necessary or incidental to any of the terms and conditions included in Section 56886. 

The conditions proposed in the resolution are: 

A. Transfer of real property –Transfer to the City of all real property and easements
currently held by the District within the detachment area. 

B. Transfer of physical assets - Transfer to the City all of the District’s physical assets
comprising its waste collection system within the detachment area.  

The Public Works Department is preparing a map showing all of the sewer mains and other facilities within
the overlap area and which of these facilities only serve the overlap area and which facilities will continue to
serve both the City and the portion of the District outside the overlap area.] 

C. Sharing facilities and costs –  

1) After the detachment is completed, the City and District shall continue to share
infrastructure and costs required to collect and treat wastewater originating in the District and the City in
accordance with the existing Participation Agreement, as amended, between the City and the District.  

2) Except as provided in subsection (3), below, the District shall continue to pay its
share of the debt service on the bonds (“WWTP bonds”) issued in 2006 to upgrade and expand the City
owned wastewater treatment plant (“WWTP”) in accordance with the Financing Agreement between the City
and the District. 

3) The District’s proportionate share of the expansion portion of the debt service for
the WWTP bonds shall be modified from the current 65% to a fraction in which the denominator is 2400
Equivalent Sewer Service Units (“ESSUs”), as defined in the Participation Agreement, which is the number
of EESUs resulting from the WTTP expansion project, and in which the numerator is the number of those
ESSUs already assigned to the District as a result of new connections within the portion of the District
outside the overlap area plus the number of ESSUs required by the District to satisfy the demand for new
connections in the reduced District territory and in the District’ s sphere of influence.   

D. Transfer of monetary assets – Upon completion of the detachment, a proportionate
share of District’s monetary assets, including cash on hand, and all reserve funds, including the rate
stabilization fund which are properly attributable to the overlap area shall be transferred to the City. This
amount shall be determined by multiplying all of these funds by a fraction the denominator of which is the
total revenue received by the District in the five full fiscal years prior the effective date of the detachment
and the numerator of which is the amount of such revenue from the overlap area.  District shall provide an
accounting for the purposes of distribution of all monetary assets, including, but not limited to, cash on hand, 
reserve funds of all types, amounts due and payable, and state and federal grant amounts. 

E. Change in property tax allocation factors –For the fiscal year following completion
of the detachment, and in subsequent fiscal years, the property tax apportionment factors allocated to
District within the detachment area shall be reapportioned to the City pursuant to section 99 of the California
Revenue and Taxation Code. 

F. Appropriations limit – Coincident with the detachment a portion of District’s
appropriations limit equal to the amount of property tax reapportioned from the District to the City shall be
transferred to the City. 
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