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 July 12, 2017 

To: LAFCo Commissioners 

From: Martha Poyatos, Executive Officer 

Subject: Legislative Report 

Bills Currently Being Tracked by the CALAFCO Legislative Committee 

As reported previously, CALAFCO has sponsored or co-sponsored three bills this year: 

 AB 464 (Gallagher), and AB 979 and AB 1725 (Assembly Local Government Committee).  

This bill makes necessary technical changes to existing LAFCo law to solidify the current 

practice of LAFCos approving annexations of territory already receiving services from a 

local agency through an out-of-area service agreement (Government Code Section 

56133). CALAFCO requested letters from local LAFCos requesting the Governor’s 

signature. Please see attached San Mateo LAFCo letter requesting signature. The 

Governor signed the bill on Monday, July 10. 

 AB 1725. This is the annual omnibus bill used by CALAFCO to make non-substantive 

technical corrections to the Cortese-Knox-Hertzberg Act. 

 AB 979 (CALAFCO co-sponsored with the California Special Districts Association.) This bill 

proposes to streamline the process to seat special districts on LAFCos and also includes 

language requiring LAFCos to assist independent special district selection committees 

with the consolidated countywide redevelopment agency oversight board appointment 

process. 

Other Bills of Interest to LAFCos 

 SB 448 (Wieckowski) provides a mechanism to identify inactive special districts and 

requires LAFCos to dissolve the inactive districts via an expedited process. The bill 

contains other provisions requiring the State Controller to publish a list of all 

independent special districts and a list of all inactive special districts. Since its 

introduction, the bill has been amended to remove all requirements regarding idle 

special districts. 
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 AB 1728 (Assembly Local Government Committee) would require health care districts to 

adopt annual budgets, establish and maintain a website with certain required content, 

and adopt policies for grant-making activities. 

In addition, CALAFCO Executive Director Pamela Miller reports that the healthcare district 
enabling act (Health and Safety Code Sections 32000-32499.4) will be the subject of a complete 
review and update next year. A subcommittee formed by the CALAFCO Legislative Committee 
will continue to meet so that CALAFCO can provide input into that process.  

Lastly, Ms. Miller has provided updates on the activities of the Little Hoover Commission’s (LHC) 
study on special districts. Attached is the agenda and report from the LHC meeting of June 22, 
2017 at which the LHC reviewed draft staff recommendations focusing on governance, 
transparency, climate change adaptation, and health care districts. At its August 24, 2017 
meeting, the LHC will consider a final report from staff. Ms. Miller reports that CALAFCO will 
participate and provide a comment letter on the draft recommendations prior to the August 24 
LHC meeting. 

 
Attachments:  LAFCo Support Letter for AB 464 
 Text of AB 464 
 Legislative Daily Report 

Little Hoover Commission Agenda and Report 
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June 26, 2017 
 
 
 
 
The Honorable Edmund G. Brown, Jr., Governor 
State of California 
State Capitol Building 
Sacramento, CA 95814 

Subject: Support of AB 464 (Gallagher) Local Government Reorganization 

Dear Governor Brown: 

The San Mateo Local Agency Formation Commission (LAFCo) respectfully requests that you sign Assembly Bill 464 
(Gallagher) which is now before you for action. AB 464 makes necessary technical changes to existing LAFCo law to 
solidify the current practice of LAFCos approving annexations of areas already being served by a local agency  through an 
out of area service agreement (Government Code Section 56133). 

As a result of a court decision in 2014 in the case of City of Patterson v. Turlock Irrigation District, all future annexations of 
an area receiving services through an approved out-of-area service agreement will not be valid. What began as a local 
issue has now become a critical statewide concern. This bill seeks to remedy that problem by ensuring that within certain 
conditions, LAFCos can continue to evaluate applications that include the annexation of territory where services are 
already being provided via an out-of-area service agreement. Furthermore, it allows for common-sense boundary 
alignments and more predictable growth planning.  

By allowing the annexation of these areas, AB 464 also ensures that the people paying for and receiving the services can 
participate in elections and potentially serve on the governing board of the service provider. 

It is important to note that this bill does not change the current rights of a city or district to oppose an annexation, nor 
does it change any protest provisions under current law. It simply ensures the ability for LAFCos to continue the practice 
of common-sense boundary oversight for service providers. As there are many pending annexations throughout the state 
that are associated with previously approved out-of-area service extensions, this legislation is critical to the successful 
annexation of these areas. 

The bill has had unanimous support in both the Assembly and Senate and makes necessary corrections to existing law to 
allow for the ongoing annexation of areas that may already be receiving services. As AB 464 is good public policy, we 
respectfully urge you to sign AB 464. 

Sincerely yours, 

 

Martha Poyatos 
Executive Officer 

cc: The Honorable James Gallagher, Assemblymember 
 Tom Dyer, Chief Deputy Legislative Secretary to the Governor 

Pamela Miller, Executive Director, California Association of Local Agency Formation Commissions 



Assembly Bill No. 464

Passed the Assembly  May 11, 2017

Chief Clerk of the Assembly

Passed the Senate  June 22, 2017

Secretary of the Senate

This bill was received by the Governor this  day

of , 2017, at  o’clock m.

Private Secretary of the Governor



CHAPTER 

An act to amend Sections 56653 and 56857 of the Government
Code, relating to local government.

legislative counsel’s digest

AB 464, Gallagher. Local government reorganization.
The Cortese-Knox-Hertzberg Local Government Reorganization

Act of 2000, among other things, establishes procedures for
consideration of a proposal for change of organization or
reorganization, as defined. Existing law requires that an applicant
seeking a change of organization or reorganization submit a plan
for providing services within the affected territory that includes,
among other requirements, an enumeration and description of the
services to be extended to the affected territory and an indication
of when those services can feasibly be extended.

This bill would specify that the plan is required to also include
specific information regarding services currently provided to the
affected territory, as applicable, and make related changes.

The Cortese-Knox-Hertzberg Local Government Reorganization
Act of 2000 authorizes any district to which annexation of territory
is proposed to adopt and transmit to the local agency formation
commission a resolution requesting termination of proceedings,
as specified, and requires the resolution to be based upon written
findings supported by substantial evidence in the record that the
request is justified by a financial or service-related concern.

This bill would require the resolution to be based upon written
findings supported by substantial evidence in the record that the
request is justified as described above or because the territory is
already receiving electrical service under a service area agreement
approved by the Public Utilities Commission, as specified. The
bill would require findings related to existing provision of electrical
service by an irrigation district pursuant to a service area agreement
approved under a specified provision to be based on the records
of the district and the Public Utilities Commission, as provided.
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The people of the State of California do enact as follows:

SECTION 1. Section 56653 of the Government Code, as
amended by Section 2 of Chapter 784 of the Statutes of 2014, is
amended to read:

56653. (a)  If a proposal for a change of organization or
reorganization is submitted pursuant to this part, the applicant shall
submit a plan for providing services within the affected territory.

(b)  The plan for providing services shall include all of the
following information and any additional information required by
the commission or the executive officer:

(1)  An enumeration and description of the services currently
provided or to be extended to the affected territory.

(2)  The level and range of those services.
(3)  An indication of when those services can feasibly be

extended to the affected territory, if new services are proposed.
(4)  An indication of any improvement or upgrading of structures,

roads, sewer or water facilities, or other conditions the local agency
would impose or require within the affected territory if the change
of organization or reorganization is completed.

(5)  Information with respect to how those services will be
financed.

(c)  (1)  In the case of a change of organization or reorganization
initiated by a local agency that includes a disadvantaged,
unincorporated community as defined in Section 56033.5, a local
agency may include in its resolution of application for change of
organization or reorganization an annexation development plan
adopted pursuant to Section 99.3 of the Revenue and Taxation
Code to improve or upgrade structures, roads, sewer or water
facilities, or other infrastructure to serve the disadvantaged,
unincorporated community through the formation of a special
district or reorganization of one or more existing special districts
with the consent of each special district’s governing body.

(2)  The annexation development plan submitted pursuant to this
subdivision shall include information that demonstrates that the
formation or reorganization of the special district will provide all
of the following:

(A)  The necessary financial resources to improve or upgrade
structures, roads, sewer, or water facilities or other infrastructure.
The annexation development plan shall also clarify the local entity

97

AB 464— 3 —

 



that shall be responsible for the delivery and maintenance of the
services identified in the application.

(B)  An estimated timeframe for constructing and delivering the
services identified in the application.

(C)  The governance, oversight, and long-term maintenance of
the services identified in the application after the initial costs are
recouped and the tax increment financing terminates.

(3)  If a local agency includes an annexation development plan
pursuant to this subdivision, a local agency formation commission
may approve the proposal for a change of organization or
reorganization to include the formation of a special district or
reorganization of a special district with the special district’s
consent, including, but not limited to, a community services district,
municipal water district, or sanitary district, to provide financing
to improve or upgrade structures, roads, sewer or water facilities,
or other infrastructure to serve the disadvantaged, unincorporated
community, in conformity with the requirements of the principal
act of the district proposed to be formed and all required formation
proceedings.

(4)  Pursuant to Section 56881, the commission shall include in
its resolution making determinations a description of the annexation
development plan, including, but not limited to, an explanation of
the proposed financing mechanism adopted pursuant to Section
99.3 of the Revenue and Taxation Code, including, but not limited
to, any planned debt issuance associated with that annexation
development plan.

(d)  This section shall not preclude a local agency formation
commission from considering any other options or exercising its
powers under Section 56375.

(e)  This section shall remain in effect only until January 1, 2025,
and as of that date is repealed.

SEC. 2. Section 56653 of the Government Code, as added by
Section 3 of Chapter 784 of the Statutes of 2014, is amended to
read:

56653. (a)  If a proposal for a change of organization or
reorganization is submitted pursuant to this part, the applicant shall
submit a plan for providing services within the affected territory.

(b)  The plan for providing services shall include all of the
following information and any additional information required by
the commission or the executive officer:
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(1)  An enumeration and description of the services currently
provided or to be extended to the affected territory.

(2)  The level and range of those services.
(3)  An indication of when those services can feasibly be

extended to the affected territory, if new services are proposed.
(4)  An indication of any improvement or upgrading of structures,

roads, sewer or water facilities, or other conditions the local agency
would impose or require within the affected territory if the change
of organization or reorganization is completed.

(5)  Information with respect to how those services will be
financed.

(c)  This section shall become operative on January 1, 2025.
SEC. 3. Section 56857 of the Government Code is amended

to read:
56857. (a)  Upon receipt by the commission of a proposed

change of organization or reorganization that includes the
annexation of territory to any district, if the proposal is not filed
by the district to which annexation of territory is proposed, the
executive officer shall place the proposal on the agenda for the
next commission meeting for information purposes only and shall
transmit a copy of the proposal to any district to which an
annexation of territory is requested.

(b)  No later than 60 days after the date that the proposal is on
the commission’s meeting agenda in accordance with subdivision
(a), any district to which annexation of territory is proposed may
adopt and transmit to the commission a resolution requesting
termination of the proceedings. The resolution requesting
termination of the proceedings shall be based upon written findings
supported by substantial evidence in the record that the request is
justified by a financial or service related concern or because the
territory is already receiving electrical service under a service area
agreement approved by the Public Utilities Commission pursuant
to Section 9608 of the Public Utilities Code. Prior to the
commission’s termination of proceedings pursuant to subdivision
(c), the resolution is subject to judicial review.

(c)  If any district to which annexation of territory is proposed
has adopted and transmitted to the commission a resolution
requesting termination of proceedings within the time period
prescribed by, and in accordance with, subdivision (b), and if the
commission has not been served with notice that judicial review
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of that resolution is being sought pursuant to subdivision (b), then
the commission shall terminate the proceedings no sooner than 30
days from receipt of the resolution from the district.

(d)  For purposes of an annexation to a district pursuant to this
section or Section 56668.3:

(1)  “Financial concerns” means that the proposed uses within
the territory proposed to be annexed do not have the capacity to
provide sufficient taxes, fees, and charges, including connection
fees, if any, to pay for the full cost of providing services, including
capital costs. Cost allocation shall be based on generally accepted
accounting principles and shall be subject to all constitutional and
statutory limitations on the amount of the tax, fee, or charge.

(2)  “Service concerns” means that a district will not have the
ability to provide the services that are the subject of the application
to the territory proposed to be annexed without imposing level of
service reductions on existing and planned future uses in the
district’s current service area. “Service concerns” does not include
a situation when a district has the ability to provide the services
or the services will be available prior to the time that services will
be required.

(3)  “Territory already receiving electrical service under a service
area agreement approved by the Public Utilities Commission
pursuant to Section 9608 of the Public Utilities Code” means
territory that is outside the boundaries of an irrigation district but
is currently receiving electrical services from the irrigation district
pursuant to a service area agreement between the district and a
public utility approved by the Public Utilities Commission as
authorized by Sections 8101 to 8108, inclusive, and 9608 of the
Public Utilities Code.

(4)  A district may make findings regarding financial or service
concerns based on information provided in the application and any
additional information provided to the district by the commission
or the applicant that is relevant to determining the adequacy of
existing and planned future services to meet the probable future
needs of the territory. Findings related to service or financial
concerns may be based on an urban water management plan, capital
improvement plan, financial statement, comprehensive annual
financial report, integrated resource management plan, or other
information related to the ability of a district to provide services.
Findings related to existing provision of electrical service by an
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irrigation district pursuant to a service area agreement approved
under Section 9608 of the Public Utilities Code shall be based on
the records of the district and the Public Utilities Commission
evidencing approval of such a service area agreement by the Public
Utilities Commission.

(5)  Nothing in this section shall be construed to create a right
or entitlement to water service or any specific level of water
service.

(6)  Nothing in this section is intended to change existing law
concerning a district’s obligation to provide water service to its
existing customers or to any potential future customers.

(e)  This section shall not apply if all districts to which
annexation of territory is proposed have adopted and transmitted
to the commission a resolution supporting the proposed change of
organization or reorganization.
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Approved , 2017

Governor
































