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Municipal Service Reviews
• Goal — Provide the platform for discussion about MSRs
that allows staff to develop their own checklist for
preparing MSRs specific to their LAFCO, the relevant
area, and the identified service
• Outline of Session
•
•
•
•
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Background and Methodology
Range of Determination Topics
Primary Service Types
MSR Examples: Water, Wastewater, and Fire
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Municipal Service Reviews: a History
• 1971 — Legislature first required LAFCOs to adopt
spheres
• LAFCOs were criticized for making boundary decisions
without the guidance of long-range goals
• No deadline for completing SOIs

• 1984 — Legislature requires LAFCOs to establish SOIs
by 1985
• 1985–1999 — Only 30 LAFCOs performed
comprehensive SOI updates
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Commission on Local Governance
in the 21st Century
• Formed in response to LA secession proposals — San
Fernando Valley, Hollywood, San Pedro / Harbor areas
• LAFCOs had not succeeded in their mission of taming
sprawl
• To be more effective, LAFCOs needed more power
• Led to comprehensive rewrite of what is now the
Cortese-Knox-Hertzberg Act
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What Was the Commission
Thinking?
“Meaningful spheres will not be possible unless they are
regularly updated based upon comprehensive studies
and they incorporate actual and projected information
on trends in growth and development, service capacities,
and public preferences.”
• Growth Within Bounds (2000) at p. 97
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What Did the Commission Want
MSRs To Do?
• Provide a mechanism for LAFCOs to obtain
comprehensive knowledge of the services available in a
county
• Encourage LAFCOs to gather the necessary information
to inform sphere decisions
• Assist LAFCOs in learning about the current efficiency
of providing services, the future need for service, and
the expansion of capacity
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How Did the Commission Want
LAFCOs to Perform MSRs?
• “LAFCOs should be provided flexibility in designating the
geographic area to be analyzed, the timing of conducting
particular reviews, and the scope of the reviews.”
• Performed in conjunction with SOI update/establishment
• Services studied would include:
•
•
•
•

Water supply
Sewers and wastewater treatment
Garbage
“Other services the LAFCO judges to be important to future growth”

• LAFCOs have a “unique role … as the State’s only true regional
growth agent.”
• Growth Within Bounds (2000) at pp. 99, 101.
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Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000
• In order to prepare and to update SOIs, LAFCOs “shall”
conduct MSRs
• Area for service review:
•
•
•
•

the county,
the region,
the subregion, or
any other geographic area as is appropriate for an analysis of
the service or services to be reviewed

• Prepare written determinations

• Stats. 2000, ch. 761, § 81 (A.B. 2838), codified in Gov. Code
§ 56430, subd. (a)
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MSR Determinations circa 2000
1.
2.
3.
4.
5.
6.
7.

Infrastructure needs or deficiencies.
Growth and population projections for the affected area.
Financing constraints and opportunities.
Cost avoidance opportunities.
Opportunities for rate restructuring.
Opportunities for shared facilities.
Government structure options, including advantages and
disadvantages of consolidation or reorganization of service
providers.
8. Evaluation of management efficiencies.
9. Local accountability and governance.

• Stats. 2000, ch. 761, § 81 (A.B. 2838), codified in Gov. Code § 56430, subd.
(a)
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MSR Determinations Now
1.
2.
3.

4.
5.
6.
7.

Growth and population projections for the affected area.
The location and characteristics of any disadvantaged unincorporated
communities within or contiguous to the sphere of influence.
Present and planned capacity of public facilities, adequacy of public
services, and infrastructure needs or deficiencies including needs or
deficiencies related to sewers, municipal and industrial water, and
structural fire protection in any disadvantaged, unincorporated
communities within or contiguous to the sphere of influence.
Financial ability of agencies to provide services.
Status of, and opportunities for, shared facilities.
Accountability for community service needs, including governmental
structure and operational efficiencies.
Any other matter related to effective or efficient service delivery, as
required by commission policy.

• Gov. Code, § 56430, subd. (a)
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Government Code § 56430

continued …

• Shall assess all agencies that provide the service w/in
geographic area
• May assess alternatives for improved
efficiency/affordability/service delivery, including
consolidation
• May review compliance with safe drinking water standards
• May request information from public and private entities
that provide wholesale or retail drinking water, including
mutual
• Shall conduct MSR before, or in conjunction with, SOI
update
4/3/2019
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MSRs: Legal Vulnerability
• LAFCO decision are valid under CKH unless there is
fraud or prejudicial abuse of discretion
• Court reviews compliance with CKH for substantial
evidence:
• Meaningful evidence before LAFCO to support each finding
• Relevant evidence that a reasonable mind might accept as
adequate to support a conclusion
• It doesn’t matter that two or more inferences can reasonably
be deduced from the facts—courts don’t substitute their
judgment for agency’s
4/3/2019
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MSRs: Legal Vulnerability
• Findings:
• Legally-relevant sub-conclusions that expose the agency’s
mode of analyzing facts, regulations, and policies
• Bridge the analytical gap between raw data and the agency’s
ultimate decision
• Topanga Ass’n for a Scenic Community v. County of Los Angeles
(1974) 11 Cal.3d 506

• Findings = Determinations?
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MSRs: Legal Vulnerability
• MSRs are unlikely to be challenged directly
• MSRs may provide the substantial evidence for
subsequent challenges to annexations, dissolutions,
and other changes of organization
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MSRs: In Practice
• Scope:
•
•
•
•

Individual MSR per agency
Grouped by type of district
Grouped by type of service
Grouped by region/area

• Core Determination Topics:
• Capacity, including infrastructure needs or deficiencies
• Growth Projections, including need for service
• Financial Ability to provide service
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MSR Determinations : Sphere Factors
1.
2.

3.

4.
5.
6.
7.

Growth and population projections for the affected
area.
The location and characteristics of any disadvantaged
unincorporated communities within or contiguous to
the sphere of influence.
Present and planned capacity of public facilities,
adequacy of public services, and infrastructure needs
or deficiencies including needs or deficiencies related
to sewers, municipal and industrial water, and
structural fire protection in any disadvantaged,
unincorporated communities within or contiguous to
the sphere of influence.
Financial ability of agencies to provide services.
Status of, and opportunities for, shared facilities.
Accountability for community service needs, including
governmental structure and operational efficiencies.
Any other matter related to effective or efficient
service delivery, as required by commission policy.
◦

1.

Present and planned land uses in the area,
including agricultural and open-space lands.

2.

Present and probable need for public facilities
and services in the area.

3.

Present capacity of public facilities and
adequacy of public services that the agency
provides or is authorized to provide.

4.

Relevant social or economic communities of
interest.

5.

For agencies that provide sewer, water or
structural fire protection, the need for those
services of any disadvantaged unincorporated
communities.
◦

Gov. Code, § 56425, subd. (e)

Gov. Code, § 56430, subd. (a)
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Secret Life of MSR Determinations
MSR Determinations inform Sphere of Influence of Influence Factors of Consideration

Three MSR Topics:
• Growth and Population Projections
• Capacity, including infrastructure needs or
deficiencies
• Financial ability to provide service

Two Sphere of Influence Factors of Consideration:
• Present and Probable Need for public facilities and
services
• Present Capacity and adequacy of public services
that the agency provides.
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Creating Determinations and Making Recommendations – Case Study
Truckee Sanitary District, a Sewer Collection Agency

The Setting:
• Sewer services provided by 6 collection agencies and 1 regional treatment facility.
• Truckee Sanitary District, located in Nevada County, has the largest number of connections.
• TSD’s service area includes 1 city and unincorporated territory in 2 counties (Nevada and Placer).
• Truckee – Tahoe Sanitation Agency operates the regional treatment facility.
• T-TSA’s boundaries are comprised of the boundaries of the 5 collection agencies.
• Nevada LAFCo is responsible for adopting and updating the sphere of influence for the TSD.
• Placer LAFCo is responsible for adopting and updating the sphere of influence for the T-TSA.
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MSR Determination:
Growth and population projections for the affected area
Informational Documents to Consult:
• General Plans (in this case, the land use agencies include
one incorporated city and two counties.
• Community plans (more focused look at a specific area,
should be consistent with the projections of the applicable
General Plans
• Population projections established in the Regional
Transportation Plan
• Projections from the applicable Council of Governments
• Department of Water Resources (DWR): Disadvantaged
Communities Mapping Tool
• Department of Finance Population Estimates
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Determination on Growth and Population Projections
Sphere of Influence Factor of Consideration:
Present and probable need for public facilities and services.
MSR Determinations include:
• General Plan growth projections
• Historic growth rates

•
•
•
•

The economic recession that began in 2008 resulted in depressed
growth rates for all three land use jurisdictions.
Historically, the District has added less than 100 connections per
year.
Several non-sewered neighborhoods in the area will opt to
connect to public sewer within the next 20 years.
Several development projects are being considered by the Town
and by Placer County which will require sewer connections.
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MSR Determination:
Present and planned capacity of public facilities, adequacy of
public services, and infrastructure needs or deficiencies

Informational Documents to Consult:
• Previous MSRs and Sphere Plans
• Water Resources Control Board: Facility At a Glance Report
• Regional Water Quality Control Board: Waste Discharge
Requirements
• District: Wastewater Facilities Planning documents (e.g.,
Master Plans, capital improvement plans)
• District: Sewer System Management Plan
• District: Rate Studies
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Determinations on Present and Planned Capacity of Public Facilities
MSR Determinations:
• Number of service connections at present and
within the study period.
• General condition of the district’s facilities and
infrastructure.
• The District’s capital improvement program is
informed by a model that projects the size and
needs of the collection system.
• The District can ensure adequate infrastructure to
meet future population growth.

Sphere of Influence Factor of Consideration:
Present capacity of public facilities and adequacy
of public services that the agency provides.
• Capacity of the TSD collection system can be
expanded to meet the demand from new
growth within the service area and the sphere
of influence.
• Capacity of the T-TSA treatment system was
recently expanded, and should be sufficient to
meet T-TSA’s projected demand within the
region until 2025.
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MSR Determination:
Financial ability of agencies to provide services

Informational documents to consult:
• Annual Budgets (at least five years)
• Audits/Financial Statements (how many years? At least
five)
• Refinancing Bond Reports
• Rate Setting Studies
• Capital Improvement Plans (financing section)

Other informational documents:
• Previous MSRs and Sphere Plan Studies
• State Auditor Reports, if any
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MSR Determinations: Financial Ability to Provide Services
MSR Determinations:
• Revenues include both property tax and sewer collection fees.
• Comparison of total annual revenue and total annual expenses for a
multi-year period.
• Identification of the reasons for revenue/expense gaps.
• Capital replacement projects, funded through reserves.
• Asset depreciation.
• Changes to Net Position are variable. However, the significant decline in
FYE 2016 was predominately due to implementation of GASB 68, similar
to many other agencies in California.
• Reserves are projected to be maintained with positive balances through
FYE 2036, suggesting that TSD has the financial ability to continue to
provide services into the future.
• Rates and the rate setting process are consistent with the requirements of
Proposition 218 and other laws.
• There do not appear to be any institutional or financial obstacles to
funding necessary maintenance and operation of the wastewater
collection system. Overall, the District’s financial situation remains stable,
with no debt and adequate cash reserves.

Sphere of Influence Factor of Consideration:
Present capacity of public facilities and
adequacy of public services that the agency
provides.
•

District works closely with the land use
jurisdictions to ensure the conditions of
approval of new development projects
include provisions for financing cost of
connection.
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Tested Mantras
to Guide MSRs…
1. Storytelling with Repeatable Structure
MSRs
Tools and Determinations

2. Quantify to Qualify
d

3. Strategically Pay it Forward
4. It Works Until it Does Not Work

5. Presentation Matters

Storytelling with
Repeatable Structure…
1. Key Preambles
MSRs
Tools and Determinations

2. Executive Summary
d

3. Regional Comparisons
4. Agency Profiles

Repeatable Structure
in the Agency Profiles…
1. Overview
MSRs
Tools and Determinations

2. Background
d

3. Boundaries
4. Demographics
5. Structure

6. Services
7. Finances

Quantify to Qualify…
Services
a)
b)
c)
d)

MSRs
Tools and Determinations

Demands over Last Five Years
Service Capacities
Relationship: Demands v. Capacities
User Charges and Fees

d

Finances
a)
b)
c)
d)

Net Position over Last Five Years
Measuring Liquidity, Capital, and Margin
Actual Revenues v. Actual Expenses
Pensions.. Funded Status

Quantify to Qualify for Services …
Determination:
Qualified Statement

MSRs
Tools and Determinations
d

Support:
Quantified Statements

Quantify to Qualify for Finances …
Determination:
Qualified Statement

MSRs
Tools and Determinations

Support:
d

Quantified Statements

MSRs
Tools and Determinations
d

Now Your Turn!

