August 5, 2013 6

TO: Local Agency Formation Commission

FROM: Executive Officer
Assistant Executive Officer

SUBJECT: Five-Year Sphere of Influence and Service Review:

MSR13-31; SR13-31: Descanso Community Water District
MSR13-32; SR13-32: Jacumba Community Services District
MSR13-33; SR13-33: Julian Community Services District
MSR13-34; SR13-34: Majestic Pines Community Services District
MSR13-35; SR13-35: Morro Hills Community Services District
MSR13-36; SR13-36: Pauma Valley Community Services District
MSR13-37; SR13-37: Rincon Ranch Community Services District
MSR13-38; SR13-38: Valley Center Parks and Recreation District

EXECUTIVE SUMMARY

The attached report and recommendations concern spheres of influence
for eight Community Services Districts (CSD) that provide a variety of
public services in geographically dispersed areas of unincorporated San
Diego County. The district spheres are being evaluated as part of a
comprehensive Sphere of Influence and Service Review that is required
by State Law and San Diego LAFCO Policy and will sequentially address
all local agency spheres in San Diego County. The report concludes with
recommendations to affirm coterminous spheres for Descanso, Jacumba,
Julian, Majestic Pines, and Morro Hills CSDs; affirm a larger-than-district
sphere for the Pauma Valley CSD; affirm a transitional sphere for the
Rincon Ranch CSD; and affirm a smaller-than-district sphere for the Valley
Center Parks and Recreation District (CSD). Spheres for three additional
CSDs—Fairbanks Ranch, Rancho Santa Fe, and Whispering Palms
CSDs—were previously reviewed and affirmed by LAFCO on May 6,
2013.



SPHERE of INFLUENCE BACKGROUND

Over thirty years ago, the State Legislature instructed LAFCOs to establish a sphere of
influence for each local governmental agency under LAFCO jurisdiction. Spheres—which
are defined in State Law as...a plan for the probable physical boundaries and service areas
of a local agency—promote logical and orderly development and coordination of local
agencies; inhibit duplication of services; and support efficient public service delivery.
Inclusion within an agency’s sphere is a prerequisite—but not a guarantee—of annexation;
spheres are only one of several factors that must be considered in reviewing proposals for
jurisdictional changes.

San Diego LAFCO maintains spheres of long standing for each special district and city in
San Diego County; nevertheless, every sphere must be periodically reevaluated to ensure
that it reflects current conditions and remains a credible planning tool. In 1990, San Diego
LAFCO adopted Policy L-109, which coupled with implementing procedures, requires
spheres to be revisited at five-year intervals. And commencing in 2008 and every five years
thereafter, State Law requires that LAFCOs shall, as necessary, review and update each
sphere of influence [Government Code 56425(g)]. San Diego LAFCO Policy L-102
discourages major amendments to a sphere that has been adopted, affirmed, or updated—
with noteworthy exceptions to accommodate: (1) a public health or safety risk such as
septic system failure; (2) a proposal involving property split by a sphere boundary; (3) a
reorganization between two consenting districts; and (4) situations where the sphere review
failed to anticipate a need for public services—and conditions have significantly changed.

Since your Commission initiated its first sphere review and MSR program in 2001, all local
agency spheres have been included in at least one cycle of review and affirmation or
update. Selected categories of local agencies, such as Fire Protection Districts, or County
Sanitation Districts have been addressed in multiple reviews. MSRs have been prepared
for numerous complex projects and, when warranted, sphere updates have been approved.
The chronology of sphere review and MSR activity is annually updated and made available
in the Commission’s Summary of Sphere of Influence Actions and Municipal Service
Reviews.

The current Five-Year Sphere of Influence and Service Review Program, which conforms
to the five-year cycle requirements of State Law and Commission Policy, was initiated by
sending a service-specific questionnaire to each of the 100 local agencies under San Diego
LAFCO'’s jurisdiction. Every agency responded. The submitted information is being
analyzed and LAFCO data bases updated. All spheres will be reviewed and
recommendations for affirmation, minor adjustment, or comprehensive update will be
presented to the Commission as groups of agencies are reviewed.



2012 FIVE-YEAR SPHERE OF

COMMUNITY SERVICES DISTRICTS

INFLUENCE AND SERVICE REVIEW

Government Code § 61000—61226.5 specifies more than 32 discrete types of services that
Community Services Districts (CSD) may be authorized to provide. Within the unincorporated area
of San Diego County, CSDs provide landscape maintenance, park and recreation, potable water,
road maintenance, security, street lighting, utility undergrounding, and wastewater service.
Generally, CSD’s provide one or two separate classes or functions of services; however, several
districts in San Diego County have been empowered to provide three or more services (Table A). All
CSDs that provide potable water service are located in unincorporated east-county communities
and are dependent on local groundwater; none are member agencies of the San Diego County
Water Authority (SDCWA) or otherwise have access to imported water.
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Table A
CSD SERVICES IN UNINCORPORATED SAN DIEGO COUNTY
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Descanso (CSD) Community Water District °
*
Fairbanks Ranch CSD ] ° °
Jacumba CSD ° °
Julian CSD °
Majestic Pines CSD °
Morro Hills CSD °
Pauma Valley CSD LP °
*
Rancho Santa Fe CSD ] LP | e

Rincon Ranch CSD
Valley Center (CSD) Park and Recreation

*
Whispering Palms CSD

LP = Service authorized as a latent power

*

San Diego LAFCO affirmed spheres of influence for Fairbanks Ranch, Rancho Santa Fe, and

Whispering Palms CSDs on May 6, 2013.



1. Descanso (CSD) Community Water District MSR13-31; SR13-31

Service:
Governance:
District area:
Population:

Abstract:

Revenue source:

Sphere:

Sphere status:

Potable water

Elected five-member Board of Directors
Approximately 0.66 square mile

685 (SANDAG 2010)

The Descanso Community Water District was formed in 1982 to provide
public governance and access to public funding to purchase and operate the
private Descanso Park Water Company in the unincorporated east-county
community of Descanso. Public acquisition of the private water system was
finalized in 1985. The District, which was formed as a Community Services
District but operates as the Descanso Community Water District, pumps local
groundwater from three district-owned wells for distribution to 315 metered
connections. Water demand is stabilized at approximately 76 acre feet per
year; no significant growth is anticipated and the district has no plans to
increase capacity. The District has contracted with private water management
firms to operate district services since 2000. The current contractor—
Specialized Utility Services Program (SUSP)—is a division of the California
Rural Water Association.

Fees and grants; the district does not receive an increment of property tax
revenue

LAFCO adopted a coterminous sphere of influence for the Descanso
Community Water District in 1984. The coterminous sphere was affirmed in
2007.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of the coterminous sphere and no new information that would warrant a
sphere change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing coterminous
sphere of influence for the Descanso Community Water District be affirmed.

2. Jacumba Community Services District MSR13-32; SR13-32

Services:
Governance:
District area:

Population:

Potable water; park and recreation
Elected five-member Board of Directors
Approximately 0.66 square mile

568 (SANDAG 2010)



Abstract:

Revenue source:

Sphere:

Sphere status:

The Jacumba CSD was formed in 1985 to provide public governance and
access to public funding to purchase and operate a failing private community
water system in the unincorporated east-county community of Jacumba. The
community water system and the Jacumba Hotel and other Jacumba
properties were purchased in 1979 by a general partnership with intent to
develop a resort community. Development was never initiated, however, and
the Jacumba assets—except the water system—underwent foreclosure.

The partnership operated the community’s water system at a loss; with no
reinvestment the system deteriorated to the point that the State Department
of Health ordered Jacumba water to be boiled. In 1985 the community sought
relief by requesting formation of a public agency to assume ownership and
operation of the system. The partnership donated the system’s assets to the
CSD; however, repairs needed to be financed through a combination of
County, State, and Federal grants and loans.

The CSD pumps local groundwater from four district-owned wells to 230
connections. The system includes two treated-water reservoirs with an
aggregate capacity of 638,000 gallons. The District's current Consumer
Confidence Report declares that the Jacumba CSD water supply now meets
or exceeds State and Federal standards for water quality and safety. Water
demand is stabilized at approximately 65.3 acre feet per year. No significant
growth is anticipated and the District has no plans to increase capacity.

The CSD was also authorized to provide park and recreation services. Park
and recreation programs are provided by community volunteers and funded
by donations and volunteer fundraising efforts.

Fees and donations; the district does not receive an increment of property tax
revenue

LAFCO adopted a coterminous sphere of influence for the Jacumba
Community Services District in 1985. The coterminous sphere was affirmed
in 2007.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of the coterminous sphere and no new information that would warrant a
sphere change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing coterminous
sphere of influence for the Jacumba Community Services District be affirmed.



3.

Julian Community Services District MSR13-33; SR13-33

Services:
Governance:
District area:
Population:

Abstract:

Revenue source:

Sphere:

Sphere status:

Potable water

Elected five-member Board of Directors
Approximately 0.45 square mile

307 (SANDAG 2010)

The Julian CSD was formed in 1965 to provide public governance and
access to public funding to purchase and operate a mutual water company in
the unincorporated east-county community of Julian. The community water
system, which had been owned and operated by the Julian Mutual Water
Company since 1948, was increasing unable to produce an adequate supply
of water. The State Department of Corporations revoked the Company’s
permit to issue additional stock leaving the Company with few options to
generate additional revenue to develop new water facilities. Formation of a
CSD to assume operation of the community water system was proposed
because a public agency would have access to State and Federal grants and
loans—and in pre-Prop 13 1965—the new CSD would be able to levy a
property tax rate.

The new Julian CSD developed wells and storage facilities; nevertheless, the
water system was troubled with underground pollution throughout the 1980s.
In the early 1990s, the District secured State bond loans to fund needed
improvements and recent Title 22 testing found no contaminants present that
meet or exceed maximum contaminant levels established by the Federal EPA
and the California Department of Public Health. District property tax
revenue—which cannot be increased in the post Prop-13 era—is insufficient
to repay state loans and the District assesses a capacity fee to generate
revenue to discharge the liability.

The District’'s current Consumer Confidence Report characterizes the Julian
CSD’s water quality as “excellent.” Current water demand is approximately
50.63 acre feet per year. Demand is anticipated to increase to 55 to 61 acre
feet per year within the next five years; however, the District indicates that
current supplies and facilities are adequate to meet the projected demand.

Property tax, fees

LAFCO adopted a coterminous sphere of influence for the Julian Community
Services District in 1988. The sphere was amended once in 2000 to facilitate
annexation of a 23.55-acre district-owned property, which is the site of district
wells. The non-contiguous well field property and another small non-
contiguous property with district facilities are included in the coterminous
sphere. The coterminous sphere was affirmed in 2007.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of the coterminous sphere and no new information that would warrant a
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sphere change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing coterminous
sphere of influence for the Julian Community Services District be affirmed.

4. Majestic Pines Community Services District MSR13-34; SR13-34

Services:
Governance:
District area:
Population:

Abstract:

Revenue source:

Sphere:

Sphere status:

Potable water

Elected five-member Board of Directors
Approximately 1.63 square miles

1,013 (SANDAG 2010)

Majestic Pines CSD was formed in 1993 as successor to a County Service
Area (CSA) that provided water service to two residential developments
adjacent to the unincorporated east-county community of Julian. The
antecedent CSA had been formed in 1966 to recover and manage assets of a
bankrupt private water system. Public ownership allowed district voters to
approve bonds to fund needed system upgrades. County overhead and labor
costs were recovered through the CSA's water rate structure and the desire
to reduce rates inspired district voters to form an independent Community
Services District.

The CSD provides services within two communities that are primarily
developed with seasonal residences. Three district-owned wells provide local
groundwater to 695 residential connections. Current water demand is
approximately 92 to 101 acre feet per year. No significant growth is
anticipated and the District has no plans to increase capacity. The District’s
current Consumer Confidence Report reports that the Majestic Pines water
supply meets or exceeds State and Federal standards for water quality and
safety.

Fees; the District does not receive an increment of property tax revenue

LAFCO adopted a coterminous sphere of influence for the Majestic Pines
Community Services District in 1993. The coterminous sphere was affirmed
in 2007.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of the coterminous sphere and no new information that would warrant a
sphere change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing coterminous
sphere for the Majestic Pines Community Services District be affirmed.



5. Morro Hills Community Services District MSR13-35; SR13-35

Services
Governance
District area
Population

Abstract

Revenue source

Sphere:

Sphere status:

Road maintenance

Elected five-member Board of Directors
Approximately 1.73 square miles

853 (SANDAG 2010)

Morro Hills CSD was formed in 1961 to build and maintain approximately six
miles of non-county-maintained roadway and associated right-of-way in an
unincorporated community north of the City of Oceanside. The CSD retains
no permanent staff;, construction and maintenance work programs are
carried-out by contractors; administrative functions are performed by
members of the Board of Directors who serve without compensation. The
District was formed prior to Prop 13 and receives an increment of property tax
revenue.

Property tax

LAFCO adopted a coterminous sphere of influence for the Morro Hills
Community Services District in 1984. The coterminous sphere was affirmed
in 2007.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of a coterminous sphere and no new information that would warrant a sphere
change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing coterminous
sphere for the Morro Hills Community Services District be affirmed.

6. Rincon Ranch Community Services District MSR13-37; SR13-37

Services:
Governance:
District Area:
Population:

Abstract:

Road maintenance

Elected five-member Board of Directors
Approximately 4.42 square miles

243 (SANDAG 2010)

The Rincon Ranch CSD provides road maintenance, improvement, and
drainage services to approximately 3.5 miles of non-county-maintained
roadway in an unincorporated community south of Palomar Mountain State
Park. The District was formed prior to Prop 13 and receives and increment of



Revenue source:

Sphere:

Sphere Status:

property tax revenue to fund routine maintenance. In 2006, district voters
approved a special assessment that is restricted to funding non-routine road
overlay projects. All road maintenance and improvements are performed by
contractors.

Property tax; voter-approve assessment

LAFCO adopted a transitional sphere of influence for the Rincon Ranch
Community Services District in 1986 when the District Board of Directors was
exploring options to dissolve the independent CSD and form a county-
dependent County Service Area (CSA). District voters subsequently improved
the district’s ability to provide services by approving a special assessment
and reorganization of the CSD was never pursued. Nevertheless, LAFCO
affirmed the transitional sphere in 2005 and again in 2007 to acknowledge
that district roads could be eventually accepted into the county-maintained
road system.

No sphere or jurisdictional changes have occurred since the 2007 affirmation
of a transitional sphere and no new information that would warrant a sphere
change has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing transitional sphere
for the Rincon Ranch Community Services District be affirmed.

7. Pauma Valley Community Services District MSR13-36; SR13-36

Services:
Governance:
District Area:
Population:

Abstract:

Wastewater; security

Elected five-member Board of Directors
Approximately 2.26 square miles

1,174 (SANDAG 2010)

The Pauma Valley CSD was formed in 1961 to collect, treat, and dispose of
locally generated wastewater within the unincorporated north county
community of Pauma Valley. The district wastewater treatment plant has a
capacity of 0.15 million gallons per day; average flow is 0.05 million gallons
per day. The District was also authorized to provide solid waste and water
services; however, neither service was ever provided.

In 1996, LAFCO authorized the Pauma Valley CSD to provide security
service as a latent power; activation of security services was subsequently
confrmed by CSD voters. The District provides services to residential
customers, a golf center, school, commercial area, and limited agricultural
users.



Revenue source:

Sphere:

Sphere status:

Property tax; fees; voter-approved special assessment

LAFCO adopted a larger-than-district sphere of influence for the Pauma
Valley CSD in 1986. The larger-than-district sphere was affirmed in 2005 and
again in 2007.

The Pauma Valley CSD sphere has been amended twice in 27 years. In 1988
and again in 2009, LAFCO approved minor amendments to facilitate
annexation of residential developments that required wastewater service from
the District. No current information that would warrant additional sphere
changes has been presented. District responses to the 2012 Sphere of
Influence and Service Review indicate that no proposals for a sphere change
or jurisdictional change are anticipated.

RECOMMENDATION: It is recommended that the existing larger-than-district
sphere for the Pauma Valley Community Services District be affirmed.

8. Valley Center Parks and Recreation District (CSD) MSR13-38; SR13-38

Services:
Governance:
District area:
Population:

Abstract:

Parks and recreation

Elected five-member Board of Directors
Approximately 66.28 square miles
16,666 (SANDAG 2010)

The Valley Center Community Services District, which operates as the Valley
Center Parks and Recreation District, was formed in 1966 to provide active
and passive recreational services in an area north of the City of Escondido.
District territory is largely unincorporated, however, a small area—
approximately 547 acres—is within the City of Escondido The District
operates a variety of facilities including parks, swimming pool, tennis courts,
picnic areas, athletic field, softball field, equestrian center and arena,
community hall, concession stands, and a multi-purpose area where the
District plans to develop a soccer field.

The city/district overlay was created in 1984 when unincorporated territory
was annexed to the City and not detached from the District. City residents
within the 547 acres are able to participate in district elections and the CSD
continues to receive an increment of property tax revenue from the overlying
area. Property tax revenue represents approximately one-third of the district’s
annual income.

The nature of public recreational facilities allows resident, non-resident, and
transient users equal access to district facilities and programs; beach cities
and unincorporated jurisdictions with open-space are commonly cited
examples of this tendency. To compensate for costs attributable to non-
resident users and to augment delimited property tax revenue, the District
imposes user fees, which are projected to contribute one-third of the FY12-13
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budget. The district boundary generally corresponds with the Valley Center
Local Park Planning Area (LPPA) and the district also receives in-lieu
revenue from Parkland Dedication Ordinance (PLDO) fees paid by
developers within the LPPA. PLDO revenues are limited to capital purchases.

Revenue source: Property tax; user fees; lease income; PLDO fees; grants and donations

Sphere: LAFCO adopted a coterminous sphere of influence for the Valley Center
Parks and Recreation District in 1986. The coterminous sphere was amended
in 2005 to exclude 547 acres within the City of Escondido. The resulting
smaller-than-district sphere resolved a conflict between the district and city
spheres and provides guidance for future planning. The Escondido area
remains within the District and an increment of property tax revenue
associated with the property is allocated to the CSD. The smaller-than-district
sphere was affirmed in 2007.

Sphere status: No sphere or jurisdictional changes have occurred since the 2007 affirmation
of a smaller-than-district sphere. One member of the Valley Center Parks and
Recreation District Board has inquired about the process for annexing
additional territory to the District. A sphere amendment to include additional
territory in the district sphere would need to precede any proposed
annexation. No new substantive information that would warrant a change in
the sphere status has been presented and district representatives have not
requested a comprehensive sphere update or indicated a desire or need to
amend the existing sphere.

RECOMMENDATION: 1t is recommended that the existing smaller-than-
district sphere for the Valley Center Parks and Recreation District be
affirmed.

CONCLUSION AND RECOMMENDATIONS

Approval of staff recommendations to affirm the spheres of the eight independent
Community Services Districts reviewed in the foregoing report is part of a comprehensive
sphere review program that will sequentially review and affirm, minimally adjust, or update
all spheres in San Diego County.

Affirmation of existing coterminous spheres for the Descanso Community Water District;
Jacumba CSD; Julian CSD; Majestic Pines CSD; and Morro Hills CSD; a larger-than-
district sphere for the Pauma Valley CSD; a transitional sphere for the Rincon Ranch CSD;
and a smaller-than-district sphere for the Valley Center Parks and Recreation District will
bring these local agencies into compliance with State Law [Government Code § 56425(g)]
and San Diego LAFCO Policy L-102, which require review of all spheres at five-year
intervals. It is therefore,
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RECOMMENDED: That your Commission

(1) Find in accordance with the Executive Officer's determination that pursuant to Section
15061(b)(3) of the State CEQA Guidelines, sphere affirmations are not subject to the
environmental impact evaluation process because it can be seen with certainty that
there is no possibility that the activity in question may have a significant effect on the
environment and the activity is not subject to CEQA.

(2) Find in accordance with the Executive Officer's determination that pursuant to Section
15306 of the State CEQA Guidelines, the service review is not subject to the
environmental impact evaluation process because the service review consists of basic
data collection, research, management, and resource evaluation activities that will not
result in a serious or major disturbance to an environmental resource. This project is
strictly for information gathering purposes as part of a study leading to an action which
has not yet been approved, adopted, or funded.

(3) For the reasons set forth in the 2012 Five-Year Sphere of Influence and Service
Review, adopt the written statements on file specifying the functions and classes of
services and affirm coterminous spheres for the Descanso Community Water District;
Jacumba CSD; Julian CSD; Majestic Pines CSD; and Morro Hills CSD; a larger-than-
district sphere for the Pauma Valley CSD; a transitional sphere for the Rincon Ranch
CSD; and a smaller-than-district sphere for the Valley Center Parks and Recreation
District; and

(4) Adopt the written Statements of Determinations as shown in Exhibit A.

Respectfully Submitted,

MICHAEL D. OTT SHIRLEY ANDERSON
Executive Officer Asst. Executive Officer
MDO:SA:ra

Attachments

Vicinity Maps

Exhibit A: Statements of Determinations

12



