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PURPOSE OF SERVICE REVIEW  

The purpose of a service review, sometimes called a “municipal service review” or “MSR”, is to provide 
an inventory and analysis for improving efficiency, cost-effectiveness, accountability, and reliability of 
public services provided by cities, districts, and service areas.  A service review evaluates the structure 
and operation of an agency and discusses possible areas for improvement and coordination.  A service 
review is used by LAFCO when updating a sphere of influence, and can be used by the subject agencies 
when considering changes in their operations. In accordance with Government Code section 56430, a 
written statement of determinations must be made addressing the following subjects: 

1. Growth and population projections for the affected area. 
2. The location and characteristics of any disadvantaged communities within or contiguous to the 

agency’s sphere of influence. 
3. The present and planned capacity of public facilities, adequacy of public services, and 

infrastructure needs or deficiencies including need or deficiencies related to sewers, municipal 
and industrial water, and structural fire protection in any disadvantaged, unincorporated 
communities within or contiguous to the agency’s sphere of influence. 

4. The financial ability of agencies to provide services. 
5. The status of, and opportunities for, shared facilities. 
6. Accountability for community service needs, including governmental structure and operational 

efficiencies. 
7. Any other matter related to effective or efficient service delivery, as required by commission 

policy. 
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PURPOSE OF SPHERE OF INFLUENCE  

A “sphere of influence” is defined in state law to be a plan for the probable physical boundaries and 
service area of a local agency, as determined by the LAFCO in county where the agency is based.  The 
sphere of influence is adopted and amended by LAFCO following a public hearing.  The sphere action 
includes a map, determinations, and a resolution, which may contain recommendations and 
implementation steps specific to the agency.  Government Code section 56425 requires LAFCO to make 
determinations upon the following subjects: 

1. The present and planned land uses in the area, including agricultural and open-space lands. 
2. The present and probable need for public facilities and services in the area. 
3. The present capacity of public facilities and adequacy of public services that the agency provides 

or is authorized to provide. 
4. The existence of any social or economic communities of interest in the area if the commission 

determines that they are relevant to the agency. 
5. For a city that provides sewers, water, or structural fire protection, the present and probable 

need for those services in any disadvantaged unincorporated communities within the existing 
sphere of influence. 

In this report, the sphere analysis follows the service review analysis. State law requires that all 
boundary changes (annexation, detachment, consolidation, dissolution, etc.) be consistent with LAFCO’s 
policies and the adopted sphere of influence of the subject agency. 
 
 

EXECUTIVE SUMMARY  
 
LAFCO periodically performs municipal service reviews1 and updates, as necessary, the sphere of 
influence of each agency subject to LAFCO’s boundary regulation. A “sphere of influence” is defined as a 
plan for the probable physical boundaries and service area of a local agency.  This report has been 
prepared to analyze the City of Capitola.  The main conclusions of this report are:   

1. The City of Capitola is operating in a responsible manner to provide municipal services to its 
residents. 

2. The City has adequate capacity to provide municipal services to serve the planned development 
within the City. 

3. The City probably has the capacity to annex areas within its Sphere of Influence.  The financial 
details of any annexation proposal would need to be analyzed for its effects upon the City, the 
County, and the detaching Districts. 

                                                                 
1 The last service review for the City of Capitola was prepared by LAFCO in 2005: 
http://www.santacruzlafco.org/wp-content/uploads/2016/02/Whole-Public-Review-Draft.pdf 

 

http://www.santacruzlafco.org/wp-content/uploads/2016/02/Whole-Public-Review-Draft.pdf
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Capitola City Council Title First Year of Service on 
the Council Date of Term Expiration 

Stephanie Harlan Mayor 1995 2018 

Michael Termini Vice Mayor 2010 2018 

Ed Bottorff Council Member 2012 2020 

Jacques Bertrand Council Member 2014 2018 

Kristen Petersen Council Member 2016 2020 
Regular Meetings: The City Council meetings are held on the second and fourth Thursday of the 
month at 7:00 p.m. in the City Council Chambers, 420 Capitola Avenue, Capitola.  

4. Capitola is the smallest city in both population and area in Santa Cruz County.  It receives many 
services from regional entities (sewer, water, fire protection, library, and mosquito abatement).  
These services are generally adequate. 

5. The City is participating with other agencies in projects such as construction of a permanent 
Capitola Library, and the report of the Homelessness Governance Study Committee.  

6. No disadvantaged area within the City, within the City’s Sphere, or near the City’s sphere, is 
poorly served. 

AGENCY PROFILE 

 

 
 
 
 
 
 
 
 
 

City Manager: Jamie Goldstein 
Address: 420 Capitola Avenue, Capitola 
Phone: (831) 475-7300 
Fax: (831) 479-8879 
Email: jgoldstein@ci.capitola.ca.us 
Website: www.cityofcapitola.org 

 

 

http://www.cityofcapitola.org/
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Link to Capitola City Map: 

The City of Capitola was incorporated in 1949 and operates as a general law city pursuant to the laws of 
the State of California.  The City’s estimated population on January 1, 2017 was 10,162 and the City 
contains 1.6 square mile of land area.   

The City provides the following services: 
• General local governmental administration (council, manager, attorney, city clerk, finance) 
• Police 
• Animal control 
• Emergency services 
• Roads 
• Stormwater management 
• Garbage (through a franchise) 
• Parks and recreation 
• Community development, planning, and building regulation. 

 

https://drive.google.com/file/d/0B4ldF27YK6vPbGpmZk9KdTRQYnc/view
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Capitola’s staffing level dropped after the 2007-09 recession, but it has increased in the last several 
years to approximately 67 employees.  The biggest departments are the Police Department with 32 
employees and the Public Works Department with 15 employees. 

2000-2018 Budgeted Positions, City of Capitola 

              Source: City of Capitola, Proposed Annual Budget, Fiscal Year 2017-18 

                                                
 

 

 

 

http://www.cityofcapitola.org/sites/default/files/fileattachments/finance/page/2415/fy_17-18_revised_proposed_budget.pdf
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As shown on the following table, the City’s General Fund has revenues and expenditures of 
approximately $16 million.  The City’s revenues are recovering following the 2007-09 recession. 
 
2014-2019 City of Capitola Revenues and Expenditures 

 
           Source: City of Capitola, Adopted Annual Budget, Fiscal Year 2017-18 
 
 

City of Capitola Departmental Expenditures 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The Police Department uses 47% of the budget and the Public Works Department uses 20%. 
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Reserves 

The City has five designated reserves within its general fund. These reserves are being restored 
following a low in FY 2010-11. 

CITY OF CAPITOLA FUNDS AND RESERVES 

 

 
In FY 2014/15, the City increased the policy funding target for the Emergency Reserve Fund from 5% to 
10% of the General Fund, and increased the target for the Contingency Reserve Fund from 10% to 15% 
of the General Fund. The City also has a PERS Contingency Reserve to address increasing pension costs, 
and a Facilities Reserve.  The Facilities Reserve is $324,870 in the FY 17/18 budget, and is planned to be 
the same amount in the FY 18/19 budget. 
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Trust Funds 

The City maintains two trust funds for future liabilities.  The Other Post-Employment Benefits (OPEB) will 
help to pay for the City’s future contributions to retiree health insurance.  The estimated 6/30/17 
balance is $200,812, and the estimated 6/30/18 balance is $265,812.  The PERS Trust Fund for future 
City contributions to pension costs is estimated to have a 6/30/17 balance of $305,000 and 6/30/18 
balance of $815,000. 

Issues 

As discussed in the FY 2017/18 budget, the main initiatives for Capitola are: 
• Improving the wharf and the beach, 
• Constructing a new permanent library at Clares Street and Wharf Road, 
• Maintaining reserves, 
• Controlling personnel costs, and 
• Planning for increased pension costs. 

POLICE DEPARTMENT PROFILE 

Using data from a previous service review prepared for Santa Cruz LAFCO for comparison, the Capitola 
Police Department has nearly the same staffing per 1,000 city residents as it did in 2003. Capitola has 
the highest staffing ratios of the four cities in Santa Cruz County. 

2015 and 2003 
Law Enforcement Staff per 1000 Residents 

City 
2015 

Population 
2015 
Total 

2015 
Total per 

1000 

2003 
Total per 

1000 
2015 

Officers 

2015 
Officers 
per 1000 

2003 
Officers 
per 1000 

Capitola 10,201 29 2.8 2.9 21 2.1 1.9 

Santa Cruz 64,076 111 1.7 2.3 91 1.4 1.7 

Scotts Valley 11,926 28 2.3 2.4 20 1.7 1.7 

Watsonville 53,581 88 1.6 1.8 66 1.2 1.3 
 Source: FBI Unified Crime Reporting for 2003 and 2015, Table 78, at https://ucr.fbi.gov/ 
 
 

 
 
 
 
 
 
 
 

https://ucr.fbi.gov/
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Crimes Reported in Capitola 2004 and 2016 

The number of reported crimes has gone down since 2004: 

Type 2004 2016 

Change 
2004 to 

2016 
Homicide 0 0 0 

Rape 7 4 -3 

Robbery 17 11 -6 
Aggravated 
Assault 46 74 +28 

Burglary 130 35 -95 

Larceny 823 674 -149 

Auto Theft 34 50 +16 

Arson 0 3 +3 

Total 1,057 851 -206 
Source: 2004 and 2016 Uniform Crime Reports, FBI. 

PUBLIC WORKS DEPARTMENT PROFILE 

The Public Works Department is the City’s second largest department.  Its divisions are streets, parks, 
facilities, and fleet maintenance. 

STREETS 

The City maintains 51 lane miles of streets. In FY 2016/17, it completed a multi-year paving effort and 
participated in storm water pollution prevention and responded to winter storms.   

PARKS  

In addition to the beach and wharf, the City operates seven parks: 
• Cortez Park 
• Esplanade Park 
• Jade Street Park 
• Monterey Park 
• Noble Gulch Park 
• Peery Park 
• Soquel Creek Park. 

The budget plans for wharf, jetty, and flume (controlled drainage of the Soquel Creek lagoon) 
improvements in the next two years. 
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FACILITIES 

The budget anticipates that the new library will be contructed during the next two years.  The estimated 
cost is $13.13 million. A General Fund transfer of $999,129 to the new library construction fund leaves a 
funding gap of $1.53 million. 

FLEET MAINTENANCE 

The Public Works Department maintains all City vehicles.  The FY 2017/18 budget is $296,945. 
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SERVICE REVIEW CHECKLIST 

S U M M A R Y  O F  P O T E N T I A L L Y  S I G N I F I C A N T   
S E R V I C E  R E V I E W  D E T E R M I N A T I O N S    

 
  SUMMARY 

 

 1. Growth and Population  5. Shared Services 

 2. Disadvantaged Unincorporated Communities  6.  Accountability 

 3. Capacity, Adequacy & Infrastructure to Provide Services  7. Other 

 4. Financial Ability   

1 .  G R O W T H  A N D  P O P U L A T I O N  

Growth and population projections for the affected area. 

 

YES MAYBE NO 

a) Is the agency’s territory or surrounding area expected to 
experience any significant population change or development over 
the next 5-10 years? 

   

b) Will population changes have an impact on the agency’s service 
needs and demands? 

   

c) Will projected growth require a change in the agency’s sphere of 
influence boundary? 

   

Discussion:  
a) and b) Capitola is nearly built out.  Its main potential land use planning impact is the potential 

redevelopment of the Capitola Mall including new residential development.  Given Capitola’s small 
geographic area and population, any changes in use at the mall site could affect service demands 
upon the City.   
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The current AMBAG Regional Population projections for the City of Capitola are as shown in the 
following table: 

Source: AMBAG, 2014 Regional Growth Forecast 
 

The State Department of Finance population estimate for Capitola on January 1, 2017 is 10,162, 11% 
higher than the 9,119 projected by AMBAG for 2020.  AMBAG is preparing a new regional forecast and 
will incorporate the updated city population in its next forecast.  In any case, the City’s overall growth 
rate will be low, even if new population is planned in the re-use of the Capitola Mall properties. 
 

Discussion:  
There are mapped disadvantaged census tracts and block groups within and adjacent to the City of 
Capitola Sphere of Influence, according to the California Disadvantaged Communities Mapping Tool as 
accessed on June 28, 2017.  These areas are well served by the City of Capitola, the Soquel Creek Water 
District, the City of Santa Cruz Water Department, and the Santa Cruz County Sanitation District.   

Public Agency 2010 2020 2025 2030 
 

2035 

Compound 
Annual 

Growth Rate 
City of Capitola 9,918 9,119 9,427 9,758 10,088 0.07% 

City of Santa Cruz 59,946 66,860 70,058 73,337 76,692 0.99% 

City of Capitola 11,580 11,638 11,696 11,754 11,813 0.08% 

City of Watsonville 51,199 59,446 61,452 63,607 65,762 1.01% 

Santa Cruz County (unincorporated) 129,739 132,318 134,879 139,601 144,227 0.42% 

Santa Cruz County Total 262,382 279,381 287,512 298,096 308,582 0.65% 

AMBAG Region Total 732,708 800,000 827,000 856,000 885,000 0.76% 

2 .  D I S A D V A N T A G E D  U N I N C O R P O R A T E D  C O M M U N I T I E S  
The location and characteristics of any disadvantaged unincorporated communities within or contiguous to your 
agency’s sphere of influence.  

 YES MAYBE NO 

a) Does your agency provide water or sanitary sewer service?  If no, 
skip questions b) and c).    

b) Is your agency aware of any area(s) within or adjacent to your 
agency’s sphere of influence that is considered “disadvantaged” 
(80% or less of the statewide median household income) that does 
not already have access to public water or sanitary sewer service? 

   

c) Is it is feasible for your agency to extend service to the 
disadvantaged unincorporated community?    

http://ambag.org/sites/default/files/documents/FINAL%20Adopted%20Forecast%20and%20Documentation.pdf
http://www.water.ca.gov/irwm/grants/resources_dac.cfm
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3 .  C A P A C I T Y  A N D  A D E Q U A C Y  O F  P U B L I C  F A C I L I T I E S  A N D  S E R V I C E S  

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. 

 YES MAYBE NO 
a) Are there any deficiencies in agency capacity to meet service needs 

of existing development within its existing territory?    

b) Are there any issues regarding your agency’s capacity to meet the 
service demand of reasonably foreseeable future growth?    

c) Are there any concerns regarding public services provided by the 
agency being considered adequate?    

d) Are there any significant infrastructure needs or deficiencies to be 
addressed?    

 
e) Are there changes in state regulations on the horizon that will 

require significant facility and/or infrastructure upgrades? 
   

Discussion:  
As discussed above in the Agency Profile, the City of Capitola has adequate capacity to accommodate 
planned growth. For groundwater overdraft issues, see the Soquel Creek Water District Service and 
Sphere Review published by LAFCO in May 2017. 

  

http://www.santacruzlafco.org/wp-content/uploads/2017/05/SCWD-Public-Review-Draft-5-5-17.pdf
http://www.santacruzlafco.org/wp-content/uploads/2017/05/SCWD-Public-Review-Draft-5-5-17.pdf
http://www.santacruzlafco.org/wp-content/uploads/2017/05/SCWD-Public-Review-Draft-5-5-17.pdf
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4 .  F I N A N C I A L  A B I L I T Y  

Financial ability of agencies to provide services. 
 YES MAYBE NO 

a) In the last five years, has your agency failed to obtain an 
independent audit, or adopted its budget late?    

b) Is your agency lacking adequate reserves to protect against 
unexpected events or upcoming significant costs?                                                     

c) Is your agency’s rate/fee schedule insufficient to fund an adequate 
level of service, and/or is the fee inconsistent with the schedules of 
similar service organizations? 

   

d) Is your agency unable to fund necessary infrastructure 
maintenance, replacement and/or any needed expansion?    

e) Is improvement needed in the organization’s financial policies to 
ensure its continued financial accountability and stability?    

f) Is the organization’s debt at an unmanageable level?    

Discussion: Source: City of Capitola June 30, 2016 Audit  

 

 

http://www.cityofcapitola.org/sites/default/files/fileattachments/finance/page/2416/city_of_capitola_2016-_issued.pdf
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5 .  S H A R E D  S E R V I C E S  A N D  F A C I L I T I E S  

Status of, and opportunities for, shared facilities. 
 YES MAYBE NO 

a) Are there any opportunities for your agency to share services or 
facilities with neighboring or overlapping organizations that are 
not currently being utilized? 

   

b) Are there any governance options that may produce economies of 
scale and/or improve buying power in order to reduce costs?    

c) Are there governance options to allow appropriate facilities and/or 
resources to be shared, or making excess capacity available to 
others, and avoid construction of extra or unnecessary 
infrastructure or eliminate duplicative resources?  

   

Discussion:  
a) The Opal Cliffs Recreation and Park District is located outside the City limits, but within the City’s 

Sphere of Influence. The Opal Cliffs Recreation and Park District operates a 0.3-acre park and beach 
access at 4520 Opal Cliffs Drive.  The District has a small population and revenue base and is 
challenged to meet all the operating requirements of state law. If the City ever annexes Opal Cliffs, it 
would be beneficial to dissolve the District and for the City to take over operation of the Opal Cliffs 
Park. For more information, see Opal Cliffs Recreation and Park District in the 2016 Recreation and 
Park Districts LAFCO study. 

 

 
 

http://www.santacruzlafco.org/wp-content/uploads/2016/03/Recreation-and-Park-Districts-Review-Hearing-3-28-16.pdf
http://www.santacruzlafco.org/wp-content/uploads/2016/03/Recreation-and-Park-Districts-Review-Hearing-3-28-16.pdf
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6 .  A C C O U N T A B I L I T Y ,  S T R U C T U R E  A N D  E F F I C I E N C I E S  

Accountability for community service needs, including governmental structure and operational efficiencies. 
 YES MAYBE NO 

a) Are there any issues with your agency’s meetings being accessible 
and well publicized?  Are there any issues with your agency failing 
to comply with financial disclosure laws and the Brown Act? 

   

b) Are there any issues with filling board vacancies and maintaining 
board members?    

c) Are there any issues with staff turnover or operational efficiencies?    

d) Is your agency’s budget unavailable to the public via the internet?    

e) Are there any recommended changes to your agency’s structure 
that will increase accountability and efficiency?    

f) Are there any governance restructure options to enhance services 
and/or eliminate deficiencies or redundancies?    

g) Are there any opportunities to eliminate overlapping boundaries 
that confuse the public, cause service inefficiencies, increase the 
cost of infrastructure, exacerbate rate issues and/or undermine 
good planning practices? 

   

Discussion:  
g) Countywide Homeless Governance Committee. In 2015, the County and the four Cities approved a 

County-Wide Homeless Strategic Plan. One element of that plan was to study governance models 
employed in other communities and to recommend a governance structure for a permanent 
homelessness coordination structure.  The City of Capitola is participating in the ad-hoc Countywide 
Homeless Governance Committee, which is expected to submit its recommendations later in 2017.   

 

7 .  O T H E R  I S S U E S  

Any other matter related to effective or efficient service delivery, as required by commission policy. 
 YES MAYBE NO 

a) Are there any other service delivery issues that the agency wants 
addressed in the service and sphere review process?    

 
 

                                                                                                                                             END OF SERVICE REVIEW 
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SPHERE OF INFLUENCE STUDY FOR THE CITY OF CAPITOLA 

 The City of Capitola is not proposing any changes in the adopted sphere of influence map. 
Link to Capitola City map: 

 
SUMMARY OF POTENTIALLY SIGNIFICANT SPHERE DETERMINATIONS 
The sphere determinations below are potentially significant, as indicated by “yes” or “maybe” answers 
to the key policy questions in the checklist and corresponding discussion on the following pages. 

 1. Present and Planned Land Uses 

 2. Need for Public Facilities and Services 

 3. Capacity and Adequacy of Provide Services 

 4. Social or Economic Communities of Interest 

 5. Disadvantaged Unincorporated Communities 

https://drive.google.com/file/d/0B4ldF27YK6vPbGpmZk9KdTRQYnc/view
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1 .  P R E S E N T  A N D  P L A N N E D  L A N D  U S E S  

The present and planned land uses in the area, including agricultural and open-space lands. 
 YES MAYBE NO 

a) Are there any present or planned land uses in the area that would 
create the need for an expanded service area?    

b) Would the amended sphere conflict with planned, orderly and 
efficient patterns of urban development?    

c) Would the amended sphere result in the loss of prime agricultural 
land or open space?    

d) Would the amended sphere impact the identity of any existing 
communities; e.g. would it conflict with existing postal zones, 
school, library, sewer, water, census, fire, parks and recreation 
boundaries? 

   

e) Are there any natural or made-made obstructions that would 
impact where services can reasonably be extended or should 
otherwise be used as a logical sphere boundary? 

   

Discussion: Although Capitola is home to the Capitola Begonia Festival, it has no agricultural lands.  
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2 .  N E E D  F O R  P U B L I C  F A C I L I T I E S  A N D  S E R V I C E S  

The present and probable need for public facilities and services in the area. 
 YES MAYBE NO 

a) Would the amended conflict with the Commission’s goal to 
increase efficiency and conservation of resources by providing 
essential services within a framework of controlled growth? 

   

b) Would the amended sphere expand services that could be better 
provided by a city or another agency?    

c) Would the amended sphere represent premature inducement of 
growth or facilitate conversion of agriculture or open space lands?    

d) Would the amended sphere conflict with the Regional Housing 
Needs Allocation Plan adopted by the Association of Monterey Bay 
Governments (RHNA)? 

   

e) Are there any areas that should be removed from the sphere 
because existing circumstances make development unlikely, there 
is not sufficient demand to support it or important open 
space/prime agricultural land should be removed from 
urbanization? 

   

f) Have any agency commitments been predicated on expanding the 
agency’s sphere such as roadway projects, shopping centers, 
educational facilities, economic development or acquisition of 
parks and open space? 

   

Discussion: Capitola has adequate public services and can accommodate the modest growth that is 
planned. 
 

 3 .  C A P A C I T Y  A N D  A D E Q U A C Y  O F  P R O V I D E D  S E R V I C E S  

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

 YES MAYBE NO 
a) Are there any issues regarding the agency’s capacity to provide 

services in the proposed sphere territory?    

b) Are there any issues regarding the agency’s willingness and ability 
to extend services?    

Discussion: The City’s services area adequate. The Soquel Creek Water District and the City of Santa Cruz 
Water Department are addressing the water issues. 
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4 .  S O C I A L  O R  E C O N O M I C  C O M M U N I T I E S  O F  I N T E R E S T  

The existence of any social or economic communities of interest in the area if the commission determines that 
they are relevant to the agency. 

 YES MAYBE NO 
a) Are there particular neighborhoods or areas that should be added 

or excluded from your agency’s sphere because those areas 
function as part of your community or another community socially 
or economically? 

   

Discussion:  
a) The City’s Sphere of Influence has not changed since it was adopted in 1975. The last review 

occurred in 2008. 

 

5 .  D I S A D V A N T A G E D  U N I N C O R P O R A T E D  C O M M U N I T I E S  

For an update of an sphere of influence of a city or special district that provides public facilities or services related 
to sewers, municipal and industrial water, or structural fire protection, the present and probable need for those 
public facilities and services of any disadvantaged unincorporated communities within the existing sphere of 
influence.  Additional smaller areas may be identified by LAFCO, the County, or a City in the future. 

 YES MAYBE NO 
a) Does the subject agency provide public services related to water, 

sanitary sewers, or structural fire protection?    

b) If yes, does the proposed sphere exclude any nearby 
disadvantaged unincorporated community (80% or less of the 
statewide median household income) that does not already have 
access to public water or sanitary sewer service? 

   

Discussion: See the discussion of disadvantaged communities on pages 12- 13 of this report. 
 
 
 

                                                                                                                                             END OF SPHERE REVIEW 
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