Agenda Item No. 7c

MENDOCINO
Local Agency Formation Commission

Staff Report

DATE: February 4, 2019
TO: Mendocino Local Agency Formation Commission
FROM: Uma Hinman, Executive Officer

SUBJECT: State Controller’s Office Notice of Inactive Districts

RECOMMENDATIONS

1) Delay Commission determination on the status of CSA 3 to allow the Board of Supervisors’
to discuss the matter during its February 5, 2019 meeting, and directing staff to schedule the
district determination and possible resolution initiating dissolution proceedings to the March
4, 2019 Commission meeting,.

2) Determine that CSA 3 is an inactive district pursuant to Government Code Section 56042
and adopt Resolution No. 18-19-04 initiating dissolution proceedings; or

3) Determine that CSA 3 does not meet the criteria of Government Code Section 56042 and
directing staff to notify the State Controller’s Office of its status; or

4) Provide direction to staff.

OVERVIEW

The passage of SB 448 in 2017 added provisions to the Cortese Knox Hertzberg Local Government
Reorganization Act of 2000 (CKH) regarding special districts that are inactive. Government Code
§56879 requires the State Controller’s Office (SCO) to create a list of inactive special districts based
on information in the special district’s Financial Transactions Report, to publish an annual list of
inactive districts on its website, and to notify LAFCo of inactive special districts with its county. The
statute also requires LAFCo to process the dissolution of inactive districts.

Within 90 days of receiving the SCO’s notice, the Commission is required to initiate dissolution of
inactive special districts by resolution unless the Commission determines that a district does not
meet the criteria of 56042. If it is determined that the district meets the statutory criteria, LAFCo is
required to dissolve the district. The final step is notification to the SCO.

On November 6, 2018, Mendocino LAFCo received notice from the SCO that CSA 3 has been
identified as an inactive special district (Attachment 1). Staff notified the County Executive Officer
and Auditor-Controller of the SCO’s determination and requested assistance in confirming the
status of CSA 3. Documentation was provided to staff by the Auditor-Controller’s Office that had
been provided to the SCO in 2017, which stated that the district was created in 1974 and designated
by the State Board of Equalization as a “Non-Revenue District.” Further, the District does not and
never has received any property tax revenues, and there is no governing board or financial activity.



BACKGROUND

Numerous resolutions were adopted by the BOS and LAFCo through the years; following is a brief
summary of the primary resolutions that created the current CSA 3.

August 12, 1974 — LAFCo adopted Resolution 74-5 approved the formation of County Service Area
1 with boundaries coterminous with the Point Arena Joint Union School District, and for the
specific purpose of ambulance service.

October 9, 1974 — BOS adopted Resolution 74-377 establishing CSA 3 with boundaries coterminous
with the Point Arena Joint Union School District, and for the specific purpose of ambulance service.

March 19, 1985 — BOS adopted Resolution 85-103 approving application to LAFCo to annex the
rest of Mendocino County (sans the cities) into CSA 3 and expanding powers to include all services
identified under Section 25210.4 and 25210.4a.

June 3, 1985 — LAFCo adopted Resolution 85-6 approving the annexation of the remainder of
Mendocino County (sans cities) into CSA 3 and expanding powers to include all services identified
under Section 25210.4 and 25210.4a.

NEXT STEPS
1. Confirm status of CSA 3

The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, Government
Code §56879 sets forth the criteria and process for dissolution, which applies to inactive districts
as defined in {56042:

The special district is as defined in {56036; and

The special district has had no financial transactions in the previous fiscal year; and

The special district has no assets and liabilities; and

The special district has no outstanding debts, judgements, litigation, contracts, liens, or
claims.
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There is no provision for discretion in dissolving inactive districts.

2. Resolution initiating dissolution — within 90 days of notice (February 6, 2019)

A draft resolution initiating dissolution is attached for the Commission’s consideration
(Attachment 3). However, a discussion of CSA 3 is on the Board of Supervisor’s agenda for its
February 5, 2019 meeting.

3. Public hearing to dissolve district within 90 days of adopting resolution initiating dissolution.
Section 56879(c) requires the Commission to hold one public hearing to dissolve inactive
districts.

4. Notify the State Controller’s Office.

Attachment 1: Notice from State Controller’s Office

Attachment 2: Board of Supervisors Resolution No. 74-377 Formation of County Service Area 3
Attachment 3: Draft Resolution No. 18-19-04

Attachment 4: SB 448 Text



ATTACHMENT 4
CKH Sections 56879 and 56042

Inactive Special District List and Dissolution

56879. (a) On or before November 1, 2018, and every year thereafter, the Controller shall create a
list of special districts that are inactive, as defined in Section 56042, based upon the financial reports
received by the Controller pursuant to Section 53891. The Controller shall publish the list of inactive
districts on the Controller’s Internet Web site. The Controller shall also notify the commission in the
county or counties in which the district is located if the Controller has included the district in this
list.

(b) The commission shall initiate dissolution of inactive districts by resolution within 90 days of
receiving notification from the Controller pursuant to subdivision (a), unless the commission
determines that the district does not meet the criteria set forth in Section 56042. The commission
shall notify the Controller if the commission determines that a district does not meet the criteria set
forth in Section 56042.

(c) The commission shall dissolve inactive districts. The commission shall hold one public hearing
on the dissolution of an inactive district pursuant to this section no more than 90 days following the
adoption of the resolution initiating dissolution. The dissolution of an inactive district shall not be
subject to any of the following:

(1) Chapter 1 (commencing with Section 57000) to Chapter 7 (commencing with Section
571706), inclusive, of Part 4.

(2) Determinations pursuant to subdivision (b) of Section 56881.

(3) Requirements for commission-initiated changes of organization described in paragraph (3)
of subdivision (a) of Section 56375. 56880. This article shall not apply to a special district formed
by special legislation that is required by its enabling statute to obtain funding within a specified
period of time or be dissolved. That district shall not be subject to this article during that
specified period of time.

Definitions

56042. “Inactive district” means a special district that meets all of the following:

The special district is as defined in §56036; and

The special district has had no financial transactions in the previous fiscal year; and

The special district has no assets and liabilities; and

The special district has no outstanding debts, judgements, litigation, contracts, liens, or
claims.
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BETTY T. YEE
California State Controller

November 6, 2018

Gerald Ward

Ukiah Valley Conference Center
200 South School Street

Ukiah, CA, 95482

SUBJECT: Notification of Inactive Special Districts in County

Dear Mr. Ward:

Chapter 334, Statutes of 2017, also known as Senate Bill (SB) 448, added various provisions to
the Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 regarding special
districts that are inactive. It requires the State Controller’s Office (SCO) to create a list of
inactive special districts based on information in the special district’s Financial Transactions
Report (FTR), to publish the list of inactive special districts on its website annually, and to notify
the local agency formation commission in the county or counties in which the inactive special
district is located.

Pursuant to Government Code (GC) section 56042, an “inactive special district” must:
e Meet the definition set forth in GC section 56036;
e Have no financial transactions in the previous fiscal year; and

o Have no assets, liabilities, outstanding debts, judgments, litigation, contracts, liens, or
claims.

Pursuant to GC 56879, within 90 days of receiving this notice, the Commission is required to
initiate dissolution of inactive special districts by resolution, unless the Commission determines
that a district does not meet the criteria set forth in GC 56042. Additionally, the Commission is
required to notify the SCO if it determines that district does not meet the dissolution criteria in
GC 56042. Once the dissolution process is complete, please inform the SCO using the contact
information on the next page.

The enclosure lists the special districts within your jurisdiction that are inactive, based on
financial data in each special district’s fiscal year 2016-17 FTR. The complete list of inactive
California special districts may be found at:

https://www.sco.ca.gov/ard local rep freq requested.html.

Local Government Programs and Services Division
MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
3301 C Street, Suite 700, Sacramento, CA 95816



Name
November 6, 2018
Page 2

If you have any questions or need to notify us of a special district’s status, please contact Derek
Miller by telephone at (916) 322-5579, or by email at dmiller@sco.ca.gov.

Sincerely,

PHILLIP PANGILINAN
Manager
Local Government Reporting Section

Enclosure: 2016-17 County Inactive Districts List
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CQUNWBOARD Or hUPERVlEORS RESdi.UTION NO. F4- 377
ST Sou L RESOLUTION OF rom»mmu OF COUNTY SERVICE AREA
NO. 3 (south Coast: Ambulance Serv:.ce) '

The Board of Supervisors of the County of Mendocmo
g lves as follows ‘ ERTIE S
'WHEREAS this Board on August 27, 1974 d1d adopt ..

'esol.ution 74-32), which is incorporated herem by reference,

said resolution conslsting of, and entitled as, "Resolutlon of

o Int:entid' 'to Establish County Serv:.ce Area No 3," and

S pursuant to said resolut:.on thls Board dld

gularly conduct a public hearing om October 1 19715 and -

' WHEREAS good cause appears,
) NQW THERBFORE the Board of Superv1sors RESOLVES

o AND ommas_ as follows _ . _
The Board fi.nds that proper notice of the publlc

earing on the' establishment of Mendocino County Service Area

: giVen by the Clerk of the Board of Superv:.sors by
Sectlon 6061

n pursuant to Government Code

.'_op‘ rtunity for all interested persons and taxpayers to testify
and present evidence for or against the establlslment of the
E ,'area, the extent of the area, and’ the type of extended services -
.'proposed to be provided, e ' '
B '3.. The Board finds that protests suff:.cient to
terminate the proposal have not been filed;
_ i l; The ‘Béard finds that 4 "resolut:.on of consent
.adopted by a maJorlty ‘yote of the membership of the city
. ..-legislative body" of the City of Point Arena has been: fz.led
‘ .'with the Clerk of the Board of Superv:.sors.
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| MENDOCING.OOUNTY - .

! types of services t:o be performed in Coum:y
3 are mlseellaneous extended services consist-

ing <) and-hmited to~ Ambulance Serv:.ce

e .utilized for whatever taxes or assessment lev:.es way be legally .
. 'required to f:.nance t:he aforesald services. »
‘ 'l‘he foregomg ‘resolution was introduced by Superv1sor

' gv:_la seconded by Superv:.sor williams M
and passed and adopted this_g.p _day of October, 1974, by the

following vote on roll call:

AYES‘ - Supe:visors Williams, Avila. calletti
NOES:  yone

ABSENT:- .'"@ervis rs Banker, Sawyers

o W wl25
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.--z?_:[j.,To THE STATE BOARD OF EQUALIZATIO AND
".’,COUNTY ASSE-SSO. % OF . N’ M

‘*:.;created Wlthln the L
o ; State of, Callfornla e
':-'a county serv:.ce area created"' under the prov1s1ons of_SectJ.ons
.,,,‘-25210 1, et ,.S q.,.0f the California . G '




Resolution No. 2018-19-04
of the Mendocino Local Agency Formation Commission

Approving the
Initiation of Dissolution Proceedings of County Service Area 3

WHEREAS, the Mendocino Local Agency Formation Commission, hereinafter referred to as the
“Commission,” has authorities pursuant to the Cortese-Knox-Hertzberg ILocal Government
Reorganization Act of 2000, commencing with {56000, et seq. of the Government Code and
specifically in accordance with §56375; and

WHEREAS, County Service Area 3 was formed to provide ambulance services within the area
covered by the Point Arena Joint Unified School District, and later expanded to include all

unincorporated areas of the County of Mendocino with powers expanded to include all services
identified under §25210.4 and §25210.4a (LAFCo Resolution No. 85-6); and

WHEREAS, the State Controller’s Office has determined CSA 3 to be inactive and notified Mendocino
LAFCo on November 6, 2018; and

WHEREAS, the Executive Officer has given notice to the affected agency, the County of Mendocino, of
the State Controller’s Office determination; and

WHEREAS, Government Code {56879 requires LAFCo to initiate dissolution of inactive districts by
resolution within 90 days of receiving notification from the Controller that a district is inactive, and is
required to dissolve inactive districts after one public hearing.

NOW, THEREFORE, the Mendocino Local Agency Formation Commission DOES HEREBY
RESOLVE, DETERMINE AND ORDER as follows:

1. The dissolution of County Service Area 3 is hereby initiated by the Commission and staff is
directed to commence dissolution proceedings pursuant to the Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000, Government Code {56879, finding that CSA 3 meets
the definition of “Inactive District” as set forth in §56042:

a. 'The special district is as defined in §{560306; and

b. The special district has had no financial transactions in the previous fiscal year; and

c. The special district has no assets and liabilities; and

d. The special district has no outstanding debts, judgements, litigation, contracts, liens, or
claims.

2. The Executive Officer is further directed to schedule a public hearing to occur within 90 days of
the adoption of this resolution as required pursuant to the provisions of {57879 for the
dissolution of inactive special districts.

The foregoing Resolution was passed and duly adopted at a regular meeting of the Mendocino Local
Agency Formation Commission held on this 4th day of February 2019, by the following vote:

AYES:
NOES:
ABSTAIN:
ABSENT:
ATTEST:

UMA HINMAN, Executive Officer GERALD WARD, Chair



