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TO:  Local Agency Formation Commission 

 

FROM: Crystal M. Craig, Assistant Executive Officer 

  Michael Henderson, GIS Analyst 

 

SUBJECT: DISCUSSION ON LAFCO’S ROLE IN ADDRESSING ANNEXATIONS           

INVOLVING DATA CENTER DEVELOPMENT PROJECTS 
 

 

During the May 28th meeting, at Commissioner Arreola's request, staff 

was directed to review data centers to determine what aspects could 

potentially fall within Riverside County Local Agency Formation 

Commission’s (LAFCO) purview. Staff was also asked to provide guidance 

and facilitate discussions on LAFCO's role concerning potential 

annexations of data centers. 

 

Introduction — data centers, services, and LAFCO’s role  

 

Data Centers are specialized facilities designed to house computer 

systems and associated components, such as servers, storage devices, 

and networking equipment. Data Centers are sites where computer servers 

are stored in-mass either in a room, a high-rise floor, or a warehouse. 

They are critical for storing, processing, and managing vast amounts of 

data, enabling businesses and organizations to operate efficiently in 

a digital environment. Data centers support various applications, from 

hosting websites and cloud services to running enterprise software and 

data analytics. They typically feature robust infrastructure, including 

power management, cooling systems, and security measures to ensure 

reliability and data integrity. 

 

The AI technology boom has brought data centers to the forefront in 

local infrastructure and land development and has become a controversial 

land-use issue.  

 

The substantial, continuous water and electricity consumption of some 

data centers poses significant challenges for resource planning and 

management. 

 

Data Centers’ utility needs, security requirements, and land footprints 

can pose significant planning and service-delivery challenges—

particularly when sited near or within agricultural and open-space 

areas.  
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While data centers can bring jobs and investment, their intensive 

utility needs and secure-site requirements raise questions about 

infrastructure capacity, cumulative impacts, and the appropriate 

municipal or district boundaries for service delivery. LAFCO’s role is 

not to approve or deny specific projects, but to ensure that any 

jurisdictional changes serve the public interest.  

 

CEQA -importance of timely LAFCO notice  

 

Environmental review under CEQA is a principal mechanism for identifying 

environmental and service impacts of proposed data centers (water and 

electricity demand, traffic, noise, loss of farmland, and cumulative 

effects). 

 

It is imperative that lead agencies provide LAFCO with timely access to 

all CEQA documents (notices of preparation, draft and final EIRs, 

mitigated negative declarations, and associated technical appendices, 

and mitigation monitoring programs).  

 

Early and complete CEQA notice allows LAFCO to flag farmland protection 

concerns and coordinate with other agencies before approvals proceed. 

In addition, LAFCO staff can coordinate with water and electricity 

providers to ensure their level of service to a new data center project 

and existing customers would be sufficient.  

 

Urban Water Management Plans (UWMPs)  

 

While Urban Water Management Plans are structured to provide adequate 

planning and foresight on a 5-year cycle to assist in projecting water 

usage, supply, and disaster management, the ability of these reports is 

limited. UWMPs and other regional water planning documents are key tools 

for evaluating whether a water purveyor can reliably serve large 

industrial/proposed data center users without compromising municipal 

and agricultural supplies. 

 

LAFCO staff has reviewed the 2025 UWMP reports for Coachella Valley 

Water District (CVWD), Mission Springs Water District (MSWD), Eastern 

Municipal Water District (EMWD), Western Municipal Water District 

(WMWD), the 2020 Integrated Regional Urban Water Management Plan (2020 

IRUWMP - Yucaipa Valley Water District (YVWD) among other agencies in 

the region), San Gorgonio Pass Water Agency (SGPWA), and Beaumont-

Cherry Valley Water District (BCVWD). The biggest finding was that WMWD 

adopted Ordinance 394 (January 19, 2022) which prohibited single-pass 

cooling systems, data centers are often high-volume water users. 

However, these UWMPs said nothing about data centers specifically, where 

they were located, which ones were being planned for construction, or 

how much water was being used to support them, although there were minor 

potentially relevant notes in a few reports, such as reference to a 
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program helping educate companies about infrastructure maintenance in 

MSWD’s UWMP.  

 

In addition, the rolling 5-year cycle format of the UWMP is insufficient 

for detecting or reacting to new land uses that can spring up from 

nowhere in 18 months, especially for ones that may be strategically 

timed to appear after district UWMPs have already been published. Data 

centers are grouped statistically into categories with other land uses 

such as commercial, industrial, and institutional. A frequent 

countywide occurrence was that all three of these types of uses are 

grouped together as one category called CII. This makes locating any 

sign of data center water usage in a 5-year report unlikely. Any data 

spikes related to usage of data center operations are likely being 

muffled by the noise of all other commercial, industrial, and 

institutional water usage.   

  

There is a proposed Assembly Bill No. 2619 that plans to address data 

centers and how they might be allocated as their own category. However, 

this bill does not address data centers or their usage numbers in UWMP 

reports specifically. 

 

For LAFCO to systematically evaluate data-center proposals, staff 

should prioritize review of Water Service Agreements (WSAs), 

incorporate data-center impacts into Municipal Service Reviews (MSRs), 

and rely on regular CEQA review processes where applicable. Water and 

electrical districts should be required to notify LAFCO of proposed or 

planned data-center projects that exceed established thresholds, and to 

forward related planning documents for LAFCO review. Where necessary, 

Power Service Agreements (PSAs), modeled on WSAs, should be developed 

or amended to confirm that electrical providers can reliably meet 

projected demand prior to project approval. 

 

When reviewing UWMPs, LAFCO should look for explicit discussion of large 

industrial or data-center users; planned or projected non-residential 

demand spikes, supply reliability under drought scenarios, and 

conservation or recycled-water commitments that could reduce potable 

demand.  

 

Where UWMPs are silent on data centers or large new industrial users, 

that absence should trigger further inquiry with the water purveyor and 

the lead agency. LAFCO should also review relevant UWMPs and water 

shortage plans for explicit consideration of large industrial demands.  

 

Disadvantaged Unincorporated Communities (DUCs) 

 

There are also concerns about the potential for data centers to 

disproportionately impact low-income and minority communities. DUCs 

often lack political clout, infrastructure, and public services, making 

them more likely to be targeted for industrial or intensive land uses, 
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regardless of their compatibility with existing residential or other 

uses. To lessen or prevent the resulting impacts on DUCS, agencies 

(cities, counties and LAFCO) could use translation services, community 

meetings at accessible locations/times, and funding for community 

participation. 

 

LAFCO decisions about annexation, service extension, and sphere changes 

shape where intensive uses like data centers locate. Because DUCs 

frequently face higher baseline environmental burdens and lower 

capacity to influence land-use decisions, LAFCO should evaluate 

proposed data-center-related changes of organization and other actions 

through an environmental-justice lens — including cumulative impact 

analyses, meaningful community engagement, and enforceable mitigation 

or community benefits to prevent disproportionate impacts on low-income 

and minority residents.  

 

Notification, timing, and SOI/annexation concerns  

 

Cities and special districts should notify LAFCO when approving 

data-center plans—even if the project is within existing city limits—

and before final approvals so LAFCO can anticipate future SOI changes 

or annexations and assess potential land-use incompatibilities and 

service sequencing. 

 

Timing is critical: a city or county may approve a data center but not 

build it for several years. In the interim, adjacent annexations for 

residential development, for example, could create incompatible land 

uses or complicate service provision and sequencing. 

 

LAFCO could be most effective if it is informed of data center proposals  

and tentative maps, in addition to any proposed boundary changes, so it 

can evaluate longer-term consistency with agricultural preservation 

goals and recommended conditions for future boundary adjustments. 

 

Staff recommends that LAFCO incorporate equity and Environmental 

Justice (EJ) metrics into reviews of annexation and service-extension 

requests for proposed data-center sites. Specifically, staff will 

evaluate: proximity DUCs; percentages of low-income and minority 

residents in affected communities; regional and local water demands; 

local wastewater and stormwater capacity; and availability of feasible 

alternative sites. Where these metrics indicate significant EJ or 

resource impacts, staff may recommend mitigation measures, conditions 

of approval, denial, or referral for additional environmental review. 

 

Pre-Zoning Ordinance 

 

Government Code section §56375 mandates that, as a condition of 

annexation, a city must pre-zone territory to be annexed or present 

evidence satisfactory to the Commission that the existing development 
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entitlements on the territory are vested or are already at build-out 

and are consistent with the city’s general plan. All pre-zoning 

designations shall remain in effect for at least two years (after the 

completion of the annexation unless the city council, at a public 

hearing, makes specific findings relating to changed conditions and 

circumstances that necessitate a departure from the pre-zoning in the 

application). 

 

After two years, LAFCO may not be aware if the project’s zoning has 

changed.  

 

Once an annexation is submitted to LAFCO, a proposed shopping center 

might be included in the plan of services. However, years later, an 

industrial center could be developed, and LAFCO may remain unaware of 

this change. 

 

Therefore, it is critical for agencies to notify LAFCO whenever a 

data center is proposed. It is critical that agencies notify LAFCO if 

anything significant has changed.  

 

Prime Agricultural Land 

 

While LAFCO does not approve land use projects, it must ensure that any 

change of organization arising from data-center proposals protect 

agriculture, promote orderly service delivery, and account for utility 

capacity.  

 

When relevant, LAFCOs must particularly consider the preservation of 

Prime Ag Land when reviewing annexations or changes in land use to 

prevent loss of agricultural resources. 

 

It is imperative that lead agencies provide LAFCO with timely CEQA 

documents so LAFCO can evaluate regional service impacts and mitigation. 

There have been issues with agencies not providing these every time 

they should.  

 

Trend of annexing land with no Proposed Development 

 

Recently, staff have reviewed several proposed city annexations that 

include no specific proposed development, yet the cities are seeking to 

rely on Mitigated Negative Declarations or Negative Declarations under 

CEQA. Staff is concerned because, once pre-zoning expires, LAFCO cannot 

predict what form of development might later occur on those parcels. 

Agencies are asking staff for guidance on the appropriate CEQA approach, 

placing us in an advisory role we are not authorized to do. Water 

agencies likewise report uncertainty about preparing plans of service 

or issuing “will-serve” letters when there is “no proposed project” and 

anticipated water demand is undefined. From staff’s perspective this 

pattern is troubling: jurisdictions are adopting Notices of Exemption 
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or streamlined CEQA determinations now, but years later a development 

could proceed after annexation, and LAFCO would have no means to track 

or reassess the environmental or service implications. 

 

Information & materials LAFCO should request/review  

 

As the local agency responsible for reviewing sphere of influence (SOI) 

amendments, annexations, and other jurisdictional changes and for 

promoting orderly development while preserving agricultural and 

open-space resources, LAFCO will request the following documents and 

information to assess the potential regional service and land-use 

implications of the proposed project: 

 

1. CEQA materials: 

• Notice of Preparation (NOP) or Initial Study. 

• Draft Environmental Impact Report (EIR) or Mitigated Negative 

Declaration (MND) and all technical appendices. 

• Final EIR/MND and the Mitigation Monitoring and Reporting 

Program (MMRP), once available. 

• Notices of public hearings, staff reports, and any approval 

resolutions or findings. 

2. Water planning and supply information: 

• Urban Water Management Plan (UWMP) and water shortage 

contingency plan for the relevant water purveyor(s). 

• Water Supply Assessments (WSAs) or similar studies addressing 

the project’s anticipated water demand. 

• Projected water demand estimates (daily peak and annual) and 

proposed source(s) (potable, recycled, groundwater, etc.). 

• Documentation of any commitments for recycled or non-potable 

water, and water-conservation measures tied to the project. 

3. Utility and service capacity information: 

• Electric utility capacity/interconnection studies or 

correspondence regarding available power and planned 

upgrades. 

• Wastewater capacity and treatment availability analyses, if 

applicable. 
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4. Project planning materials: 

• Project description, site plans, phasing schedule, and 

anticipated construction and operation timelines. 

• Any proposed or anticipated SOI amendments, annexation 

applications, and related staff analyses. 

5. Agricultural and land-use information: 

• Agricultural land assessments, Williamson Act status, and any 

proposed mitigation for loss of prime soils or agricultural 

use. 

Can LAFCO impose conditions on projects?  

 

LAFCO is empowered by State law to apply a broad range of “conditions” 

to proposals that it considers and approves. As indicated in Section 

56886 of the Government Code, these include:  

 

• The payment of a determinable amount for the acquisition of 

existing property.  

• The levying or fixing and the collection of special or 

extraordinary taxes, assessments or service charges for payment 

for acquired property. 

• Disposition of responsibility for outstanding bonds or 

contractual obligations as well as the amount of responsibility.  

• The formation of new improvement district(s). 

• The annexation to or detachment from existing improvement 

district(s). 

• The incurring of liability or bonded indebtedness on behalf of 

the territory annexed or the Agency as a whole. 

• The issuance and sale of bonds. 

• The acquisition, improvement, disposition, sale, transfer, or 

division of property.  

• The fixing of use or right-of-use in any public improvement, 

facility, or property. 

• The disposition of any office, department, or board within the 

affected agency or agencies. 

• The disposition of employees affected by a proposal.  

• The designation of a successor agency to any agency extinguished 

by action taken. Determination of the method for selection and 

the number of members for an agency formed or reorganized.  
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• Determinations for the initiation, conduct, or completion of 

proceedings. 

• The fixing of the effective date for any change of organization.  

• The continuation or provision of any service provided or 

authorized by the Agency.  

• The levying of an assessment or the calling of an election to 

decide a special tax.  

LAFCOs do not possess the authority to make land use decisions. Our 

role is primarily focused on matters related to jurisdictional boundary 

changes, such as annexations and detachments, rather than directly 

regulating land use or zoning. In conclusion, LAFCO cannot establish 

temporary moratoriums to ensure responsible development.  

Suggested LAFCO actions or considerations  

 

Require formal notification and timely CEQA document submittal from 

lead agencies for any proposed data-center project. 

 

• Coordinate with water and power providers early to confirm capacity 

and mitigation commitments. 

• Evaluate proposed boundary changes for consistency with 

agricultural and open-space preservation; consider conditions or 

mitigation where necessary. 

• Request or require enforceable commitments for recycled water, 

conservation measures, or off-site mitigation when potable supply 

impacts agricultural uses. 

• Monitor cumulative impacts where multiple large users are proposed 

within the same service area. 

 

SPECIFIC RECOMMENDATIONS:  

 

There is a wealth of information on this important topic, and since 

it’s a significant issue, we can always revisit the discussion, or focus 

on specific areas the Commission is interested in, a future meeting.   

 

IT IS RECOMMENDED that the Commission:  

 

1. Provide recommendation to staff on how to proceed with suggested 
LAFCO actions or considerations 

 

Respectfully Submitted, 

        

 

 

Crystal M. Craig      Michael Henderson 

Assistant Executive Officer          GIS Analyst 
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