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TRANSCRIPT OF ANGUS MCDONALD'S REPORT 
TO THE COMMISSION OF JANUARY 12, 1983

Thank you Mr. Chairman. There is obviously a certain welcome back feeling that I have 
seeing my good friends on both sides of the question of incorporation of East Palo Alto. I 
would like to summer ire briefly the history of the feasibility studies of East Palo Alto. I 
think my office has been involved in virtually all of them. When the question was first 
evaluated by my office in 1971 and again in 1979 the fiscal analysis on which the 
Commission deliberated before the incorporation election was in fact an update of the 
1979 study. But we felt that it would be impractical to the part of being dangerous to 
try to do another update on an update so that the evaluation that has been presented to 
you is essentially new material based on the way government works in California at the 
present time.

The intent was that the work of my office that has been transmitted to you would be 
incorporated by reference in any environmental document that might be appropriate to 
whatever action you take. Accordingly, since it's in effect part of an environmental 
impact report, a disclosure document, it does not contain a recommendation. It is 
intended to be a presentation of the facts and the alternatives.

With regard to the alternatives I don't think I need belabor the point of where East Palo 
Alto is located or what it is like. The two major alternatives that were evaluated were 
the act of incorporating East Palo Alto as a city as compared to the other alternative the 
act of annexing East Palo Alto to Menlo Park. There was no project and alternative 
intended these were two alternatives of equal stature that were to receive equal 
attention.

The exhibit (Exhibit 1, attached) that Mr. McWilliams has put on the board indicates that 
within those two major alternatives the history of East Palo Alto suggested that sub­
alternatives be considered. The first major alternative of course would be either the 
incorporation of the entire area or annexation of the entire area. The other alternatives 
that had historical precedent would have called for first sub-alternate the incorporation 
of the area east of the Bayshore Freeway shown in yellow and the annexation of both the 
pieces on the west side of the Freeway to Menlo Park. The other alternative, in fact the 
alternative that went to a vote of the people last time called for incorporation of the 
yellow and green areas but the area from the Euclid Avenue property line north and west 
of the Bayshore Freeway presumably being annexed by Menlo Park. Those were again the 
alternatives that were considered in the present study.

We did of course take into consideration the status quo in order to provide a bench mark 
for any change that might be recommended. On the status quo as it now exists the 
county is primarily responsible for municipal services. There is a municipal council in 
East Palo Alto that can serve as a source of input and guidance to the Board of 
Supervisors regarding issues of East Palo Alto. A Sanitary District provides sanitation 
services in some but not all of the area. The West Bay Sanitary District serves the rest 
of the area. The County Waterworks District provides water service. The County 
Sheriff provides law enforcement. An independently governed Recreation and Park 
District provides recreation. The Menlo Park Fire Protection District provides fire 
protection to this area as well as to several others including Menlo Park.

We looked at the status quo to provide a bench mark and the first thing we considered 
was whether the area was currently supporting the municipal services that are provided
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by the County. But in fact the area is not. Costs exceed revenues for the San Mateo 
County General Fund by over a million dollars for municipal services alone. And this 
leaves nothing for the County General Fund to provide the county services that counties 
traditionally provide; health, welfare and so on.

So it is no surprise, we knew this, that currently the area is not supporting its own 
general fund municipal services. By the approximation of the formula of SB215 it is 
creating surplus in the Road Fund. The fire district is also in effect providing subsidy to 
the East Palo Alto area. These figures are very approximate but in effect costs exceed 
revenues by over $400,000. Now this is a very important point that is of more than 
academic interest. (Exhibit 2, attached)

The Commissioners who were considering this action the other time may recall that when 
we looked at this question in 1979 and in 1981 we considered a third major alternative 
that of changing the county boundary and annexing East Palo Alto to the City of Palo 
Alto in Santa Clara County. That particular alternative dropped like a stone because of 
the fact of this fire district subsidy. If anything were to happen to the fire district in the 
current situation, the status quo, wherein other customers of the Menlo Park Fire 
Protection District are in effect subsidizing East Palo Alto neither cityhood or 
annexation would work.

The East Palo Alto Sanitary District is providing a good but very basic level of service. 
It is functioning with the staffing plan and with operating procedures that very probably 
could not be recreated. The district is dependent on the staffing and the personalities of 
the individuals now involved but we do not have any indication of a problem.

In our report we present a comparative exhibit of recreation and park districts and my 
blunt comment about the Ravenswood Recreation and Park District is that the program 
is getting better. I make that statement having been observing it now for quite a number 
of years. But stated flatly it is still no bargain. It is a fairly minimal recreation program 
for what they are spending. The other parts of the status quo are in good shape. There 
are no particular issues that have been raised.

The first alternative that we considered to the status quo was municipal incorporation. 
And the next exhibit (Exhibit 3, attached) will show that by the end of the five year 
period of analysis all three of the alternatives, the entire area, the east of Bayshore plus 
south of Euclid and the east of Bayshore only have positive fund balances and I want to 
point out emphatically that although the east of Bayshore only is still afloat, it is 
shakey. The line is dropping down because each year there is a deficit. I will remind the 
audience that when a city incorporates there is a provision of law that states that the 
county will continue to be responsible to provide public services for the remainder of the 
fiscal year but the new city begins to accrue revenues. So every new city tends to 
accumulate a first year surplus. We made the most favorable possible assumption here 
that the new city would incorporate ōn July 1, 1983 which means that they get a full year 
of county provided services and some but not all of the revenues begin to flow 
immediately to the city.

So we see that all three of these alternatives have a positive balance at the end of year 
one and a good healthy significant one. But in the case of the East of Bayshore only it 
goes downhill from there. And I might note that we are talking here only about the 
general fund. The road fund is approximately break even for the entire area and for the 
east plus south alternative. But in addition to a debt paid fund balance at the end of only 
$332,000 for the east of Bayshore only there is a deficit in the road fund of $195,000 
which would have to be funded from the general fund in order to maintain the level of 
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service that assumed. So to say it again we have two alternatives that indicate financial 
health one alternative that is still afloat but that is getting worse year by year.

The next exhibit (Exhibit 4, attached) will show a situation that we had to deal with last 
year. The last time that we analyzed this the East Palo Alto Sanitary District was in 
affect handed over to the new city. The district's property tax rate was handed over but 
not used for sanitary services and it was assumed that there would be a increase in user 
fees not only to make up for the loss of the property tax that assumed to go to the new 
city's general fund but also the sanitation district would be charged a cost for 
administrative services. I emphasize that this is standard practice in cities. The 
enterprise funds are charged, it's called cost applied and the cost of general 
administration of the time the city manager spends worrying about the sanitary district 
and the sanitary functions is a charge that should be borne by the rate payers. That 
assumption was made in the previous study for one reason and one reason alone it was 
made to provide the financial base for the new city. If there had been any alternative, 
and legal counsel, staff and consultant looked as hard as we could to get the money 
without having the sanitary district's functions being assumed by the new city that's what 
would have been done.

This year things are looking better from a fiscal standpoint and I'll be explaining why in a 
moment but the bottom line point is that if we did not attach the sanitary district to the 
city but instead for example put it in the sphere of influence of the West Bay Sanitary 
District we would still have a fund balance in the general fund at the end of the planning 
period of approximately 1.2 million dollars. So that attachment of the sanitary district 
to the city would not be necessary for fiscal viability if the Commission were to adopt an 
incorporation alternative.

Turning now to the next alternative (Exhibit 5, attached) we look at annexation of the 
study area to the City of Menlo Park. The estimates of cost for annexation were based 
on a careful department by department cost estimate that was prepared by the 
department heads of the City of Menlo Park and it was then reviewed for concurrence 
with the City Manager. So this year we had a very much bottoms up, if you will, process 
of developing the cost estimates for Menlo Park. Each department head said here is 
what I would have to do to provide the same level of service in East Palo Alto that I am 
now providing elsewhere in Menlo Park. And the result of this analysis the combination 
of the cost estimates and the revenue estimates indicated that each of the alternatives 
annexation of the entire area, annexation of the west of Bayshore; and annexation of a 
small piece north of Euclid would all show deficits in the general fund. They show 
surpluses in the road fund but as you know road fund moneys are dedicated to highway 
and traffic and street and road and highway safety purposes and cannot be used to cure a 
general fund deficit. So based on the input of the departments and the indication using 
the assumptions that we prepared was that alternatives all had a negative fund balance 
after the end of five years.

Also I will note that each of those curves is going up. The negative fund balance is 
primarily the result of the department heads assumptions about first year fixup type 
investments that they would have to make. Over time that deficit would cure itself even 
without the exhibit that we are about to see. (Exhibit 6, attached)

Now the key assumption that we made concerned an action that the Board of Supervisors 
took before the incorporation election last year. The Supervisors appropriated from the 
special district augmentation fund a sum of money and conditioned that it would go to 
CSA #5 the entity that provides municipal services if incorporation took place.
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As a bit of background, after proposition 13 passed the special districts not cities and not 
counties but the special districts that were so dependent on property tax revenues and 
that have no other source of revenue really took it badly. They were very badly hurt so 
the legislature said ah ha what we are going to do is that we are going to require that 
every special district transfer a certain portion of its property tax into the special 
district augmentation fund. Then the Board of Supervisors will reallocate that money in 
effect in proportion to need. The concept was that the district that can raise revenues 
such as a water district or sanitation district should be using fees to pay the services. 
The districts that were providing municipal type services particularly fire districts that 
were just knocked for a loop were then expected to get large subsidies from the special 
district augmentation fund. This is a fund that is controlled by the Board of Supervisors.

The supervisors did appropriate this conditioned amount of $468,000. We assumed that 
this $468,000 would continue to be tranferred to a new city and in deed we questioned 
the Board of Supervisors formerly and were told that that was the case.

We were also told by a representative of the Controller’s office that this particular sum 
of money would not be available for transfer to Menlo Park after annexation. And that I 
think has lead to some unfortunate conclusions because the City of Menlo Park could 
receive another appropriation from the Board of Supervisors if the Board of Supervisors 
so willed it. The Board certainly could cure the majority of the shortfall by making an 
appropriation to Menlo Park. There is nothing about the annexation alternative that 
cannot be cured with money. We don't quite cure the shortfall with $468,000 for the 
major incorporation alternative. I originally intended to show an exhibit that we do cure 
the shortfalls for the two sub-alteratives the ones that involve areas just west of the 
Bayshore Freeway and one of my associates who made major contributions to this effort 
said wait a minute, you have already spent that money. Because if we have assumed that 
the money would go to the new city taking over the east of Bayshore then we can't 
assume also that it would be available for these limited incorporation alternatives.

So we have a situation where if the Board of Supervisors would make an appropriation to 
the City that it would have an almost positive fund balance. I think whenever the 
conclusion is reached that a new city can have a fund balance but that an existing city 
that has a reputation for being well managed does not the person who makes that claim 
has an explanation and I would like to make that explanation with the next exhibit. 
(Exhibit 7, attached)

The reason that the city looked better in terms of fiscal balance is because the law is 
just basically set up to help a new city and is not by law set up to help an annexation. I 
have already mentioned the assumption about the $468,000. That could be reversed by an 
action by the Board of Supervisors. I have already mentioned that the County is by law 
required to provide services for the remainder of the first fiscal year. Our assumption 
was that that would be for a full year. The County at its option can also continue to 
provide services beyond that one year period. That is just fundamentaly an advantage 
that an annexation doesn't experience. I would also note that the assumptions made by 
the department heads for Menlo Park reflected the level of service that Menlo Park 
would provide. In all instances ...that is ... in some instances that may be a higher level 
than we assumed for the new city.

In addition, there are sometimes oddities about the next jump in capacity. One of the 
oddities in the case of Menlo Park was that the computer system simply didn't have the 
capacity to provide for the various billing functions from the approximate doubling of the 
population. Interestingly enough you are in much better shape if you can buy a new 
computer because the technology has changed so much. So that happened to be a
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particular instance where a new city could do things more economically than could an 
existing city.

But by and large the reason that the incorporation seemed to look better than the 
annexation was these first year advantages. The only other advantage I would note is 
that the Federal Revenue Sharing program allocations from the federal government to 
each city and county in the United States is very very sensitive to per capita income. 
East Palo Alto has a very low per capita income so they do relatively better as a new 
city than they would as an annexed area to Menlo Park. I might note that as a technical 
issue this time for the first time in my practice we had a fully satisfactory estimate of 
federal general revenue sharing. It is an extremely complicated formula that depends 
not only on population but on per capita income and on tax effort. There is also all kinds 
of limitations no district shall or no city shall receive more than "x" or less than "Y".
And I would like to give my greatful thanks to the U. S. Office of Revenue Sharing they 
kindly took our assumptions and ran them through their computer model. Their finger 
prints are in no way on these assumptions or in no way making the assumption that 
Federal Revenue Sharing is going to continue we gave them the data they turned the 
crank and I certainly appreciate it.

The other thing I would like to explain is why the conclusions are different from the last 
time around. The last time around the incorporation while in our view , our view which 
was questioned quite widely , was feasible it was the shakiest proposed incorporation I 
have ever seen in my consulting practice. This year it looks much better and there are 
several reasons for that. (Exhibit 8, attached) First there is a quirk and I would use that 
word deliberately in the law that says that after a city incorporates or annexes and until 
the next federal census population is estimated as three times the number of registered 
voters. And population is a very important thing because many state revenues, revenues 
that are collected by the State of California and shared with local governments depend 
on population. If a city has an advantage in other words if three times the number of 
voters is a bigger number than the real population the city can ride that advantage until 
the next census. The next census isn't going to be until 1990. And the advantage is 
really significant this year in the case of East Palo Alto. The population of East Palo 
Alto as measured by the U. 5. Census just a couple of years ago is approximately 18,000 
people. The pseudo population is approximately 27,000 people. And it is about $30 per 
capita or $90 per new registered voter on this rule. So at this instance today East Palo 
Alto has a very significant advantage because of three times voter rule. Whether that 
advantage is going to remain is something is something I'll talk about in a moment.

The second significant difference is that the law provides for the manner in which the 
property tax collected by the County will be shared with the new city. The law requires 
the calculation of a ratio. And ratios are notoriously unstable whether they be benefit 
cost ratios or body count ratios in Vietnam or whatever they are all suspect. But they're 
the law and this year the calculation just happened to produce a much higher property 
tax transfer than last time.

But the calculation is based in large part on the budgets. The natural budgeting 
experience in the last fiscal year and just the working of the law caused a higher 
property tax transfer. Last time around the road funds were in very bad shape. There 
was not enough dedicated gas tax revenue to pay for the level of maintenance that we 
visualized. This year street and road financing is entirely different. Senate Bill 215 has 
passed in the interim and that did two things first it applied the tax to all motor fuel that 
is diesel and gas. I should correct myself, diesel has always been taxed but cities and 
counties didn't get a piece of the tax on diesel, now they do. Second the state rate was 
rated from 7 to 9£. So this made a very significant difference. And as I talked about the
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last change is we have a more exact revenue sharing estimate. So those are the things 
that made the answer come out differently this time compared to last.

Now is all this really going to happen. What are the risks here? My associates were kind 
enough to put this headline in my inbasket today and I'll read it. It's from the Oakland 
Tribune, January 12, 1983, " East Bay cities may lose $36 million in State Aid." These are 
risky times and none of these things come with guarantees. I would like to summarize 
what I think are some of the risks that would affect I think pretty much equally both 
annexation and incorporation. (Exhibit 9, attached) First the voter roll advantage this 
three times voter requirement or rule may not stay around. If when the voter rolls are 
purged and I think that's coming very quickly we lose this advantage we're going to lose 
the money. And that would disadvantage either the incorporation or annexation. So that 
if that relatively high registered voter situation does not remain then there is an entirely 
different ball game. And I would note that it is the number of registered voters on the 
day that the action is taken incorporation or annexation that is the critical number.

The City of Dublin which incorporated recently had a November election and a February 
date of incorporation, not quite the worst date on which you can incorporate but pretty 
close. But that's another story. In the time between November and February Dublin 
conducted a voter registration drive. Because each one of those voters that was added 
would add approximately $90 to the city treasury every year until the next census.

But that works in reverse. If the number of registered voters drops from the 
approximately 9,000 that was on the rolls at the time we did this analysis there would be 
a loss whether you have incorporation or annexation of that same approximately $90.

Second we have the risk of legislature deadlock. The State of California is rapidly 
becoming a fiscal basket case and they have demonstrated their willingness in the past to 
cure their budget problems by cutting off money to counties and cities. The present 
proposal in the Governors budget does this again but neither, and I might add, that there 
have been cutbacks in the motor vehicle in-lieu fee, money we pay because we own cars 
and they are not taxed at the local level but they are taxed more efficiently in 
Sacramento and then all the money comes back to counties and cities.

For two years in a row the State of California has reduced that entitlement to cities. 
The rational was the State gave bailout money in one year and then the next year they 
assumed certain responsibilities for paying for schools so that some of the property tax 
could be freed up and then given back to local governments. Now they are saying we're 
in trouble, we gave now we are taking away. But and of some importance the reverse 
bailout the reduction of money from the state has been in proportion to the bailout. And 
so a city that got no bailout has had no reduction. If the city didn't have a property tax 
such as the City of LaFayette they have no reduction now if the city didn't exist such as 
the City of Dublin they have no reduction now. And as far as I can tell from the Tribune 
this tradition has been continued in the Governors budget. No bailout, no reduction.

Another great leap of fate on that point that we made was to say I should state quite 
frankly we assumed that a new city such as the proposed new city of East Palo Alto 
would receive the full per capita account of approximately $20 per capita from motor 
vehicle in-lieu fee.

The other thing we assumed I think it is a little difficult to explain but I think it is 
important to give it a try in the past two years the legislature picked a dollar amount and 
said we are going to cut the revenues to cities by "x" million dollars. And then they took 
that cutback and they proportioned it in proportion to the amount of bailout that the 
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cities had received. And that is very important mathematically that means that taking 
Menlo Park for example its reverse bailout or its payback is a fixed dollar amount not an 
amount per capita. So that every new person in Menlo Park or any other city gains for in 
the full $20 approximately per capita. We continued that assumption when we analyzed 
annexation. I am not either a magician or a seeor of the future I don't know if the 
legislature is going to continue that precident again but I think that with two years plus 
the Govenors budget I think it is the most logical assumption to make.

The next major uncertainty is the future of the U. S. Federal Revenue Sharing. When we 
are talking about 200 billion dollar deficits it doesn't take a man of Mr. Stockman's 
intelligence to say hey wait a minute why are we spending some of our money to local 
governments throughout the United States. Well we looked at this as closely as we could 
using the County's good offices with their congressional delegation and last time around 
it was assumed that inspite of the U. S. budget deficits Federal Revenue Sharing is a very 
popular program. Cities have become very dependent on it and it probably would not be 
cut. We made this same assumption again this year and so far so good. The President 
has been sending signals that revenue sharing is not on the cut list this year and the 
National League of Cities is not up in arms so I have to assume that they are now 
confident that it will be renewed. But that is not a guarantee. If it isn't renewed the 
whole think falls apart.

I mentioned earlier that feasibility depends upon the continued situation wherein the 
Menlo Park Fire Protection District is around and spending more money than it is 
receiving from East Palo Alto. The last risk of course is that annexation is a known 
quantity we know what Menlo Park is like we know its track record we know what it has 
done and what somebody has done is usually a pretty good indication of what they are 
going to do. We don't know a thing about a new city. This is the policy of the City of 
East Palo Alto if there were to be a City of East Palo Alto is whatever 3 out of 5 
councilmembers say it is going to be on any given meeting evening. And I would be the 
first to say that there is a vital unknown about cities that are newly created we don't 
know what their policies are going to be. I have watched a lot of new cities and some do 
extremely well some do some act extremely foolishly. But that's really something that 
the voters can control. And I would acknowledge it to be a risk.

In the last exhibit (Exhibit 10, attached) I would like to summarize the assumptions that 
we made about the terms and conditions that would be imposed if the Local Agency 
Formation Commission endorses incorporation. It was assumed that the effective date 
would be the date that really advantages a new city the first of July, 1983. It was 
assumed and confirmed by the Board of Supervisors that certain capital improvements 
for the road system would be financed by the County not by the new city whether or not 
they could be completed by July 1. It was of course assumed that the property tax 
transfer would be in accordance with the way it is shown in my report that is a safe 
assumption because that calculation has been fully revel wed with the County 
Auditor/Controller. I have talked about the fire protection assumption we have the 
purposes of technical assistance only calculated appropriations limits that would be 
appropriate to the new city under each of the boundary conditions. This appropriations 
limit is of course required since the passage of the Gann Initiative and standard practice 
in California has been to create the authority to appropriate at the time you create a 
new governmental agency. We have not continued the assumption that the Sanitary 
District would absolutely have to be connected to the new city to make things feasible. 
Only we have assumed that there are no hidden unfunded pension deficits lurking in the 
woodwork to confound a new city. This was evaluated carefully by LAFCo staff in 1981 
and there has really been nothing to change that since then. So in summary we have 
looked at the two alternatives and I have summarized those results. Thank you Mr.
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Chairman.

Commissioner Hardwick asked on the purging of the voter roils it is my understanding 
that would be in 1990 are you suggesting it could be prior to that time?

Mr. McDonald.. I appreciate that question because I want to clarify that the purge of the 
voter rolls if I understand it is going to occur in the next couple of weeks and I am not 
making a prediction about what it would be but Hl pick a number out of the air and say 
suppose we lost 4,000 registered voters through lack of voting in the November 
election. That would be an instantaneous loss to the new city of doing it in my head 
$360,000 and that would happen now. It would just bang. And it would continue to 
happen every year.

Chairman Gregorio questioned: Once the vote is taken, the registration on that date is 
those number of voters, and the city population would be based on that number until the 
end of the census tract.

Mr. McDonald ... correct. The state sends out a form and says what was the number of 
registered voters and in this case it would say Dear Registrar, what was the number of 
registered voters on duly 1, 1983, and that number stays fixed until the end of the 
decade. It is interesting that if this were not to the city’s advantage there are ways for 
the city to get their actual population used in the formula. So all in all it is a matter of 
a new city wins and everybody else loses. And just to have it on the record I would like 
to say that the act of creating a city does not produce one dime more money when you 
look at it statewide and nationwide. All of the money that a new city gets all of the 
money that it would have to correct the current county deficit comes from some other 
government in California. It comes from the county it comes from the other cities in 
San Mateo County or it comes from the other cities in California but it every dime of 
that comes from somebody else. And so this three times voters rule is really a 
tremendous advantage to a new city and not necessarily such an advantage for existing 
governments.

Chairman Gregorio: The same amount would be realized whether its by a new city or 
whether it's by the annexing city based upon these formulas there is no substantial 
difference?

Mr. McDonald: The only substantial differences are revenue sharing and motor vehicle 
fuel tax. Formerly known as the gas tax but now applies both gasoline and diesel. I 
hesitate to try to explain that but I will say that it is not the same for a new city and for 
an annexation and the differences can be significant. It depends not just on population 
but the most complicated part of that formula comes from number of registered vehicles 
in the county compared to the state.

Chairman Gregorio stated that this answer could be given next week.

Commissioner Henderson requested that copies of the overheads that were used today be 
runoff and made available to the Commission.

Commissioner Hardwick: It seems like the fire district is kind of a key and you made a 
comment that it is showing a deficit you made a statement relative to it continuing with 
the new city I'm not sure I understand just what it was you were inferring there.

Mr. McDonald answered that a key assumption is that the Menlo Park Fire Protection 
District will continue to be available and will continue to protect the property in East 
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Palo Alto if it were to become a city or if it would annex to Menlo Park. In either event 
it is critical to a fiscal balance and the reason I raised that of course is there have been 
discussions of some of the member cities pulling out of the district and providing fire 
protection of their own. If that happened the tax base would no longer be there to 
provide a subsidy. I would hope that it would somehow be incorporated into the intent 
either way whether you chose to select annexation or incorporation. I think a statement 
of intent that this continue should be part of the actions so that it is clear that any 
proposal to the contrary would be very serious blow for the new city or for the annexed 
area.

Commission Henderson stated that the key assumption is that the cost of the fire 
protection will be no greater.

Mr. McDonald answered it will be no greater but the subsidy will be no less.

Commissioner Henderson stated that what is paid from the East Palo Alto area will be no 
greater.

Mr. McDonald answered that these are all approximations because it is no longer really 
possible to tell how much of a particular district's property tax comes from a particular 
area. I think the policy and direction are quite clear.
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' Wednesday, January 12,1983/Oakland, California īf / tow delivery $a a month
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this July 1.

Calculations bv the li’r’Ulal Iva annlv«l

RECEIVED
?¿¡N 1 4 1983

' LAFCO
; i! .k_ i t

II■;>'.!■ ■' '■ ’• >’'• -<• ¡SJ:«»i¡‘A\... , .

¡ show, that Oakland, would lose;!$),4 million this: r- Dublln? no, balloutfrecelved;‘ Emeryville' $12.738? 
:.year and .$6.6 million next 'year. ’;>nd ' $75,839 ‘($33$,846); • Fremont, $296,646 and
Cj U,- Because special legislation has awarded .Oak-.’/ $2.3 million ($2.3 million): Hayward, $116,509 and , 
¿¡■.land relatively larger .state aid allotments for its -.‘$1.8 million ($i,9.'mlllion); Livermore, $127,842 
turban problems, its proportionate state aid losses, and $790,512 ($790,512); Newark, $22,483 and 
,, would also be among the largest in the state. $626,500 ($685,525);-Oakland, $1.4 million and f 

However, Oakland would still! continue tore- ' $6.6 million ($12 million); Piedmont, $3,868 and?
¡ceive relatively large state grantsj ?/$202,421 ($679,34^)- ,Fleasanton, $21,037 and »' 

I Dozen of cities, like the-nine easthay pom-';. $682,539' ($1-million); San Leandro, $246,527 and ■ 
X munities, would have their entire, state bailout ty $889,873 ($889,873);-;Union City, $40,335 and 
i-jpllotments; cancelled next1 year if ¡the :leglslatui-eí¿7;$806,579 ($870,138)l’4i'í ; \
.¿adopts the Deuk'mejlan plan.!? ‘•AvV‘h;¿jVPotentlal’Cohtri;'Costa County cutbacks'are; J

; Alameda County government jvould Jose $2.25'?;ó<.‘í Antioch/ $190,8231 and $512,281^. ($512,281);’ ‘ 
.¿million this.year and $3.1 million next.year¿Con-j,,.Brentwood, $15,255iand $62,003 ($76,915); Clay- ¡ 
..fra Costa County would lose $1.3 million this year ? ’ ton, $17,381 and $52.042 ($52,042); Concord, $460,- 

through Fropositioq 13. The' new budget-cuttingand $1.4 million next year, > ' ¡ ... 341 and $1,029,909-($1,029,909); Danville, no bail-
proposal would cancel scheduled grants of $54/?'. San Francisco, which is treated as a county, Íflout received; EJ Cerrito, $14,143 and $438,296
million each to cities and counties In the current!! not a city, in bailout allocations'would'suffer-a ($530,575); Hercules, $21,242 and $29,327 ($99,- 
fiscal year and $255 million to cities and $45-f larger, $4.3 million loss this year—when countie?' V498);.'Lafayette, no bailout received; Martinez, 
million to counties in the fiscal year beginning ¡-’.are hit harder—and only $1.9 million .next year. ^-¡$11,567 and $484,519 ($559,351); Moraga, $62,706 ' 
this July 1. ¡¡.. . Potential Alameda County state aid cutbackqMand $91,527 ($91,52?); Pinole, $52,942 and $194,- '

Oakland currently receives $12 fnillioq !a'&Tpi Cllies this year, and next year, v?ith ^current. )! P34 ($194,644);’Pittsburg, $133,043 and $450,114 
year, nearly 9 percent ef its budget/Ip baUouL --annual bailout grants in parenthesis, are:?'f f f. ííH’($45Q,l|4);• pleasant.Hill, no bailout received; 
funds. i ..¡i.,¡ Alameda, $34,168 and $1.2 million ($1.9 mi|?Z/< Richmond, $55,885 and $1.4 million ($4.3 million); ‘

Oakland lobbyist Lynn Suter Tuesday said f?lion); Albany, $15,696 and ¡$291,734. ($294,Q30); . San Pablo, $90,820 and $119,256 ($119,256); and 
Illations bv the Il’r’lslallvA nnalvoi’- ntfIm'i TbnrL..»™.. »<!C '< . ’ —J •' " —i»'— ''*• "

3 '
■ Democrats plan to Introduce balanced-budget 
amendment. A-16. „'
■ Governor’s Intent to carry oves deficit not

y Virgil Meibert
Ibun* Sacram«nto Bureau I

Easlbay local-governments would lose more1"'
lan $36 million'in state aid during the next 18 , - > . ., , ,, 
lonlhs and nine cities would forfeit all of their?) popular In financial circles. A-16.
ate bailout grants under the Deukmejlan Ad-Úí-v ' • "" •
inistration's new budget proposals. . > ¡ j.'??mont, Cpncord, Lan Leandro, Antioch, . Clayton

The largest loss, some $8 million, would be K Moragia, Pinpie, Pittsburg and San Pablo. - '...¿oVernme'nt were criticized by Senate Democrat 
iffered by the City of Oakland: ..." / A - /¿T&píz! ¿Refusing • to go back on his campaign, pledge. .. .^,,'^1'' x¿_- „ 'i
„ Losing thé|r grants entirely would be Fre-n?agalnstjralsirig -faxes, Deukmejlan has prpppsed..TXT,XA”?!/>i'íiSee BUDGcT, back pagj 
!,..u . ; ..L “¿i •/.. i' :"< ¡

"■'Budget
Continued from Page A-1 c I ' ;'

, J ic leaders Tuesday as “fiscally irresponsible't^hd
' Incompatible with Gov. Deukeméjian’s plpdgeJto
i become California's “number one crimefighter."?

. J ?,< Senate President Fro Tern David Robert!,. D-
i Los Angeles, said further! revenue looses by'Ca|l-
¡fornia cities will hit law enforcement hardest;?
; '1' Notings that'while cutting back' on 'City, and!

county fiscal relief, the Deukmejian budget.offers
* $244 million,former prison construction, Robert!

’■ said: ¡ ,, < 7-iÜ’
“We’ll have the prisons' all right,'- but $ve

. won't have the police Ip catch the criminals." '?) 
Local governments now receive $5.7 billipn a 

year in slate aid to replace property taxes lost

balancing the deficit-ridden state general budges 
jylth massive spending cuts! ... .- .1,'

Some $408 mflllon In, post-Proposltlon 13 re­
lief to cities and counties would be withdrawn, 
$108 million by June 30 and $300 million in the .

‘ fiscal year beginning'July. L , -.1
/ ■ 'The proposed cutbacks in state aid to loc4l.

' '............ ~ !-•.
Seo BUDGET, Back'pawj

.•¡‘M
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Attachment 3

3

RECEIVED

JAN 7 1983

LAFCO

’ UM - SUF ; . Part> „ V IW' 7' - A § /

■ I" 7 POWERS AND DUTIES EXERCISED JOINTLY AMm - BY CITIES AND COUNTIES . . ¿
j -. Chapter Section

';. ' i. Transfer of City Functions--------- ——  — 51800.
• ¿ í2. Transfer of City Tax Functions ——------ ----- ------------ - -------- L1500 ? ' . .

i. 8» Joint Projects 51700 .
' • Í "■ 4. Special Assessments----------- 1-------- --------- - -------—. 51800 ' -

r Part L was added by Stats.19^9, c. 81, x. 277, § 1.

Chapter 1

TRANSFER OF CITY FUNCTIONS
Article Section
1. General -  51300
2. Chartered Cities -------------- -—- ------------- ------- --------- - 51330

Chapter 1 was added by Stats J9^9, c. 81, p. 277, § 1.

Article 1

GENERAL
Sec.
51300. Exclusions.
51301. Contracts; authority.
51302. Contracts; duration.
51303. Powers of county officers and employees. ; . ■
51304. Payment of consideration.
51305. Reduction of personnel; seniority rule.
51306. Pension rights.
51307. Pension funds, etc.; segregation; trust; disbursements.
51308. Vested rights of pensioners.

Article 1 was added by Stats.19^9, c. 81, p. 277, § 1.

se­
tup 
i of 
>er- 
.■on- 
fter 
ats.

Library References

Sovereign immunity study. CnLLaw Revision Comm. (1963) Vol S, p. 223.

§ 51300. Exclusions. This article does not apply to cities con­
taining a population of over 1,900,000 according to the 1950 federal 
census or to cities which are also cities and counties. (Added Stats. 
1949, c. 81, p. 277, § 1, as amended Stats.1955, c. 624, p. 1120, § 52; 
Stats.1959, c. 597, p. 2577, § 14).

Jb Cil.Coae—n 353 I



§ 51300 CITIES AND COUNTIES TkU I

Historical Note

As originally added, this section read: 
This chapter does not apply to cities of 
the first or first and one-half class."

The section was rewritten in 1955 to 
read as it now. appears, except for the

§ 51301. Contracts; authority. A board of supervisors may 
contract with a city, governed under general laws or charter, within 
the county, and the city legislative body may contract with the county 
for the performance by its appropriate officers and employees, of city 
functions. (Added Stats.1949, c. 81, p. 277, § 1.)

Dariv«H‘»«: e,72-1. p. 2006, r 1.
iJbHiy fdw.MMl IfwnWpei <>*>,162. W»1; CJ4Í. Monlripsl O/rjio-' 

rsiiuiu H IM, JA4.- -

snbstitntion of the word "irtld»” f», 
"chapter" in 1959.

Derivation: Stats.1935, c. 735, p. SLh.

§ 51302. Contracts; duration. The term of the contract shall 
not exceed rive years but may continue for periods of five years each, 
unless the legislative body of either local agency votes not to continue 
the term at a meeting more than one year before the expiration of any 
five-year period. (Added Stats.1949, c. 81, p. 277, § 1.)

Derivation: Stats.1935, c. 735, p. 2056,11.

§ 51303. Powers of county officers and employees. The county 
officers and employees named in the contract shall exercise within 
the city all of the powers and duties conferred upon the city officers 
or employees named in the contract (Added Stats.1949, c. 81, p. 277, 
§1.)

Derivation: Stats.1935, c.735,p.2057, J 2.

§ 51304. Payment of consideration. The city may provide in the 
contract for the payment to the county of a consideration agreed upon, 
which shall be paid to the county treasurer. (Added Stats.1949, c. 81, 
p. 277, § 1.) /

Derivation: StataJ.935, c. 735, p. 2057, f 2.

§ 51305. Reduction of personnel; seniority rule. If the contract 
results in a unification of a county department with a similar city de­
partment requiring a reduction of employees in either department and 
in a particular line of promotion, the reduction shall be made only from 
those employees most recently employed within the line of promotion 
without reference to any code number under which the employee is 
acting at the time of the reduction. The rule of seniority shall be

.354



... , TRANSFER OF CITY FUNCTIONS § 51308
Note 500

f^SSrvriT^ithout discrimination between employees of either local 
(Added Stats.1949, c. 81, p. 277, § 1.)

c. i3j, p.20j?( I 3.
LJ»rtry r»fcrrr.c*i: Counties <^G7; Municipal Corporations C=218(0); OIL. Coun­

ts* J ita; CJ.S. Municipal Corporations | 788.

§ 51306. Pension rights. The contract shall provide for the as­
sumption of all city pension rights of the transferred employees by '. 
the county, or for their continuation by the city, or by both. (Added - 
Stats.1949, c. 81, p. 278, § X)

Derivation: St.-.te3O35, c. 735, p. 2057, 5 4.
Library refere neosMunicipal Corporations 0=220(9); C2T.S. Municipal Corpora­

tions § 727.

§ 51307. Pension funds, etc.; segregation; trust; disbursements. 
The board of supervisors shall hold separately in trust pension money 
or property taken over by it from the city under the contract and all 
earnings, increases, and additions to such funds. The money or prop­
erty shall be expended solely for the payment of the city’s portion 
of such pensions and incidental administrative expenses. (Added 
Stats.1949, c. 81, p. 278, § 1.) •

Derivation: Stnts.1935, c. 735, p. 2057, $ 4. . .

§ 51308. Vested rights of pensioners. Any person pensioned at 
the execution of the contract has a vested property right in the pen- 
sion fund for the payment of his pension. (Added Stats.1949, c. 81, p. 
278, § 1.)

Derivation: State.1935, c. 735, p. 2057, | 4.

Article 2

CHARTERED CITIES
Sec.
51380. Authority; resolution of approval.
51831. Resolution of approval; contents.
51332. Rescission.
51333. Rescission; resolution.
51334. Functions transferable.
51335. Functions transferable; charter authority.

Article 2 was added by Stats.1949, c. 81, p. 278, § 1.

Library References

Municipal Corporations €==55, 62, 591.
C.J.S. Municipal Corporations 55 114,154.
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SAN MATEO

LOCAL AGENCY FORMATION COMMISSION
>. COUNTY GOVERNMENT CENTER • REDWOOD CITY, CALIF. S4053 • TEL. 363-4224

January 7,1983

Angus McDonald.
2150 Shattuck Ave., #903- ~ 
Berkeley, CA 54704 J A ; “

Dear Mr. McDonald:

The duty and responsibility of the Commission is to consider a number of factors, one of 
which is the financial feasibility of all of the reasonable alternatives.

The Commission retained your firm to provide a balanced and impartial review of the 
alternatives without providing a final overall recommendation.

The purpose of this communication is to advise you that under the terms of our contract 
it is the desire of the Commision to obtain sufficient and adequate information for the 
Commission to be able to impartially discuss the financial factors which they must 
consider along with the other factors not included under your contract.

Although we have had a very limited time to review the report dated December, 1982, 
we wish to cite the following examples of where I believe that additional information - 
within the terms of the contract is required.

1. Your interpretation of the County Controller’s memorandum of October 12,1982, 
involving special district augmentation funds of $467,652 was considered only under 
the incorporation alternatives. Unfortunately, you made legal and policy 
assumptions that are not accurate. The fact is that the $467,652 is encumbered in 
the CSA #5 fund and would be available for all alternatives under provisions 56470 
(i) of the Government Code (see attachment (1).

If there were doubts about this I wish that you would have addressed them to Mr. 
Summey for a legal opinion or to the Board of Supervisors on the policy issues in 
your memo of December 15, 1982. See attachment (2).

2. A second example of not giving equal or practical consideration of financial 
assistance to all alternatives is the fact that it is within the Board’s discretion under 
the provisions in 51300 of the Government Code (see attachment 3) for the 
contracting between the County and the City for incremental periods of five (5) 
years. Therefore, the funds that the County is legally required to make available to 
a viable new city can be negotiated to the extent necessary under provisions 51304 
of the Government Code (attachment 3). It would have been extremely helpful if 
this policy question had been addressed in the memo to the Board of Supervisors 
(attachment 2), or at the very least shown as a possibility.

COMMISSIONERS:

• ■ T:n‘j£TCC'

Supervisor Arlen Gregorio, Chairman • Supervisor John M, Ward • Councilman Malcolm H Dudley • 
Councilman William H. Hardwick • Public Member Mary W. Henderson
<;• inorvknr William Schumacher » Councilwoman Jeznrine D Hodge • Pub1 c Mempe' Josepn Zueca



Angus McDonald January 7, 1983

3. A final example is the placement of the East Palo Alto Sanitary District within the 
new city. This, by your own acknowledgement in your previous report was not the 
best government structure. At this time it is clearly not necessary to use the 
property tax of the East Palo Alto Sanitary District to make incorporation a feasible 
alternative.

Placement of the East Palo Alto Sanitary District within a new city will place 
additional burdens on the new city for rebuilding the system and buying capacity. 
The District is now at capacity. The West Bay Sanitary District in almost every 
respect has greater resources.

In closing, some members of the Commission have requested that you explain at the 
January 12 meeting why the three reports prepared by you are different.

B. SHERMAN COFFMAN 
Executive Officer

BSC/at

Enclosures

ca Commissioners
Lem Summey. .

SAN MATEO


