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SAN DIEGO LAFCO
MINUTES OF THE REGULAR MEETING
MAY 7, 2012

There being a quorum present, the meeting was convened at 9:00 a.m. by
Chairwoman Supervisor Dianne Jacob. Also present were: Regqular
Commissioners — Public Member and Vice Chairman Andy Vanderlaan,
Supervisor Bill Horn, Mayor Mark Lewis, Special District Members John Ingalls
and Bud Pocklington, and Councilmember Lorie Zapf. Alternate Commissioners
— Public Member Harry Mathis and Mayor Sam Abed. LAFCO Staff — Executive
Officer Michael Ott, Assistant Executive Officer Shirley Anderson, Local
Governmental Analyst Robert Barry, Legislative Research Director Harry Ehrlich
and Legal Counsel Thomas Bosworth. Absent were: Reqular City Commissioner
— Mayor Jim Janney. Alternate _Commissioners — Supervisor Greg Cox,
Councilmember Sherri Lightner and Special District Member Jo MacKenzie.

Item 1
Roll Call

The Commission Secretary performed the roll call for the May 7, 2012, LAFCO
meeting. With the exception of Regular Commissioner Mayor Janney and
Alternate Commissioners Cox, Lightner and MacKenzie, all other commissioners
were present. Alternate Commissioner Abed voted in place Commissioner
Janney.

ltem 2
Approval of Minutes of Meeting Held April 2, 2012

On motion of Commissioner Pocklington, seconded by Commissioner Lewis, and
carried unanimously by the commissioners present; the Commission dispensed
with reading the minutes of April 2, 2012 and approved said minutes.

Iltem 3
Executive Officer's Recommended Agenda Revisions

Chairwoman Dianne Jacob asked the Executive Officer if there were any agenda
revisions. Executive Officer Michael Ott indicated that there were revisions to the
agenda related to Items 6A and 6B (amendment to the sphere of influence of the
City of El Cajon and the associated “Rocky Hill Pointe Reorganization). Mr. Ott
distributed a handout from the reorganization consultant, who requested
continuance of the agenda item due to the applicant’s family emergency. Mr. Ott
also said that the applicant’s representative (Chris Brown) would be available for
any questions. Mr. Ott summarized the revised recommendations as follows: (1)
Approve the sphere amendment and reorganization; (2) Deny or continue the
sphere amendment and reorganization; (3) Approve the sphere amendment and
reorganization and direct staff to initiate a special study; or (4) Continue the
agenda item to provide the applicant an opportunity to attend the Commission
meeting after resolution of the family emergency.



Item 4
Commissioner / Executive Officer Announcements

Chairwoman Jacob asked the Commission and Executive Officer if there were
any announcements. Commissioner Pocklington commented about his visit to
the Imperial Valley Geothermal Plant and provided a brief history of the plant
regarding geothermal, wells, and the conveyance system.

Item 5
Public Comments

Commissioner Jacob asked the public if anyone requested to speak on an item
that is not related to the agenda. She indicated that there was one speaker slip
received from a member of the public.

Michael Hunsaker, Representative of the Property Owner Defense League and
Twin Oaks Valley Property Owner Association addressed the Commission. He
thanked LAFCO staff (Robert Barry) for meeting with the sponsor group. Mr.
Hunsaker addressed concerns regarding SB 244 and local debts and obligations
for unfunded pension liabilities. He also addressed the issue of the City of San
Marcos annexing territory.  Chairwoman Jacob referred Mr. Hunsaker's
comments to Executive Officer Michael Ott.

Item 6A

Proposed Amendment to the Sphere of Influence for
the City of El Cajon to resolve a Special Study Area
Designation (SA11-10)

Item 6B
Proposed “Rocky Hill Pointe Reorganization”
(City of EI Cajon) (RO11-10)

Commissioner Jacob indicated that the applicant has requested a continuance of
the Rocky Hill Pointe Reorganization. She noted there were seven speaker slips
in opposition and one speaker slip in support. She indicated that the speakers
should be allowed to comment on whether or not the agenda items should be
continued until the next meeting.

Chris Brown, Jack Phillips, Joe Vanderbilt, Kim Noriega, Ernest Noriega, Lynn
Owen, Donald J. Fitchet, and Ron Owen supported the Commission’s decision to
continue the public hearing item until the June 4, 2012 meeting.

Commissioner Jacob asked the Commission for a motion to be placed on the
floor for continuance of agenda Items 6A and 6B.

On motion of Commissioner Horn, seconded by Commissioner Abed, and carried
unanimously by the commissioners present, the Commission took the following
action:

Continue Agenda Items 6A and 6B to the next meeting on June 4, 2012.



Item 7
Final Recommended FY 2012-13 LAFCO Budget:
A final report on LAFCO’s budget for FY 2012-13

Executive Officer Michael Ott provided a brief report to the Commission
regarding the final recommended FY 2012-13 LAFCO Budget. Mr. Ott indicated
that LAFCO held a strategic planning meeting in February to discuss LAFCO
workload priorities, allocation of resources, and achievement of specific
operational goals for the fiscal year. He also said that the Cities, Special Districts
and the County received notification regarding both the proposed and final
budgets. Mr. Ott indicated that at April’'s meeting the Commission reviewed three
budget alternatives and selected Alternative 3.

Mr. Ott indicated that he is recommending adoption of the proposed budget as
approved by the Commission on April 2". He noted that he added a new budget
recommendation for the Commission to consider regarding direction for the audit
committee to work with the Executive Officer in reviewing and updating LAFCO'’s
bidding and procurement procedures, plus the format of a strategic planning
meeting next year.

Mr. Ott concluded his presentation and Chairwoman Jacob opened the public
hearing.

Commissioner Jacob inquired about the operational and administrative costs of
$48,000. She asked for clarification of the costs for the handbook and budget
reformat project. In response to the question, Mr. Ott indicated that the issue was
discussed at the last meeting with the Commission and he also met with
Commissioner Zapf after the meeting to go over the cost estimates. He said that
the salary costs represent the estimated amount of staff resources necessary to
accomplish associated work tasks. He also said that the handbook work task is
an important project that would identify LAFCO’s operational procedures and
processes and that the $10,000 audit support costs are associated with follow-up
for any changes that may be forthcoming from the upcoming audit.

Commissioner Jacob inquired about Figure 2 regarding the revenue and asked
about the fees not being included in the revenue from the agencies. In response
to the questions, Mr. Ott indicated that the revenue derived from local agencies is
not considered a fee; instead, it is defined as a cost apportionment per provisions
of State Law. He said that the $1,404,232 net cost figure in the budget would be
apportioned according to a statutorily defined formula to all cities, independent
special districts, and the county. Mr. Ott indicated that he could, however, show
apportionment funds as a revenue source in figure 2 in future budgets.

Chairwoman Jacob commented about the budget being more than $300,000
higher next fiscal year than the current fiscal year. She asked for elaboration on
the cost increase. In response to the question, Mr. Ott summarized some of the
major line items contributing to the higher budget. He noted that Salaries and
Benefits costs would actually decrease by about $5,000, compared to the
previous budget. He indicated that most cost increases are attributable to the
MSR and Sphere Review Program. He noted that printing costs would be about
$20,000; mail costs would increase by about $7,000; and GIS services would
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grow by about $15,000. He also said that the professional and special services
will also increase around $60,000. He explained the $25,000 line item for
accounting, which covers projected expenses for audit services and
bookkeeping. He also stated that the office lease was funded with one-time
reserves in FY 2011-12 and would become a direct expense of about $71,000 for
local agencies in FY 2012-13. Mr. Ott also said that the special departmental
service review costs would increase around $45,000.

Chairwoman Jacob asked about the funds that are available in LAFCO’s
reserves. In response to the question, Mr. Ott said that Figure 3 of the report
provides trust fund and reserve fund balances for three fiscal years (FY 2010-11;
FY 2011-12 and FY 2012-13). He indicated that FY 2012-13 contingency
reserves would be approximately $395,101. Mr. Ott also indicated that the trust
fund figures are conservatively based on a 1% interest rate return. Mr. Ott said
that the total trust fund balance for the three funds is projected to be $590,515.
Mr. Ott indicated that unspent funds in LAFCO budget will be transferred to
LAFCQO'’s contingency reserve fund at the end of FY 2011-12 and FY 2012-13.

Chairwoman Jacob thanked Mr. Ott for the improved budget format and
suggested that future budgets contain a revenue line item for apportionment
funds.

Commissioner Lorie Zapf asked if the responsibility for the handbook, audit and
reformat would be outsourced or done by LAFCO staff. In response to the
guestion, Mr. Ott indicated that LAFCO staff would be responsible for the
handbook and reformat tasks. Mr. Ott explained that the audit cost is a
professional services cost in the budget.

Commissioner Zapf asked what accounting software and bookkeeping system
LAFCO uses for budgetary purposes. Mr. Ott indicated that staff uses a County
Oracle and Excel program and will be obtaining authorization from the County to
load QuickBooks software on office computers in the future. Mr. Ott indicated that
LAFCO contracts with an accounting and auditing firm for annual bookkeeping
and journal compilation/reconciliation services. He noted that daily bookkeeping
activities are handled directly by LAFCO staff and that arrangement may change
in the future.

Alternate Commissioner Sam Abed asked about increasing the revenue from
filing fees and if there was enough support to eliminate the fees. In response to
the question, Mr. Ott indicated that the filing fees must be charged applicants to
recover staff and commission project processing costs. Mr. Ott recommended
against eliminating proposal processing fees.

Commissioner Bill Horn placed a motion on the floor to approve the final FY
2012-13 budget.

Commissioner Andy Vanderlaan seconded the motion.

With no further discussion from the commission or public comments,
Commissioner Jacob closed the public hearing.



On motion of Commissioner Horn, seconded by Commissioner Vanderlaan, and
carried unanimously by the commissioners present (Supervisors Bill Horn and
Chairwoman Dianne Jacob, City Members Mayor Mark Lewis, Mayor Sam Abed
and Councilmember Lorie Zapf, Special District Members John Ingalls and Bud
Pocklington, the Commission took the following actions:

(1)

(2)

Opened the budget hearing on the Final FY 2012-13 LAFCO Budget and
closed the hearing after receiving public comments.

Adopted the Final FY 2012-13 Budget and directed the Executive Officer to
implement all related budget recommendations in the staff report, including
but not limited to:

(@)

(b)

()

(d)

(e)

Directed the County Auditor/Chief Financial Officer to request
payment from the Board of Supervisors and each city and
independent district no later than July 1 for the amount owed and the
actual administrative costs incurred by the auditor in apportioning
costs and requesting payment from each entity (Government Code
Section 56381).

Authorized the Executive Officer and the County Auditor/Chief
Financial Officer to determine an appropriate method of collecting the
required payment if payment is not remitted within 60 days. Per State
Law, the Executive Officer may request the Auditor to collect an
equivalent amount from the property tax or any fee or eligible revenue
owed to the County, city, or district. Any expenses incurred by the
Commission or Auditor in collecting late payments shall be added to
the payment owed the Commission (Government Code Section
56381(c)). Request the Auditor to use the budget adoption date as
the basis for selecting the most recent editions of the accounting
publications that must be used under State Law to prepare the cost
apportionment allocation.

Authorized the Executive Officer to transfer funds from LAFCO’s
Special Projects Trust Fund for Sphere of Influence and Municipal
Service Review implementation costs, up to but not to exceed,
$150,000. Direct the Executive Officer to report to the Commission at
the earliest possible meeting regarding the specific amount and
purpose of any related fund transfers.

Directed the Executive Officer to make appropriations adjustments
(additions or deletions) and fund transfers to contain LAFCO’s net
cost at no more than the budgeted amount for FY 2012-13
($1,404,232).

Authorized the implementation of the FY 2012-13 Proposed Staffing
Schedule changes, including reclassification of one Local
Governmental Analyst Il position to Local Governmental Analyst IlI
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classification; reclassification of one Local Governmental Analyst |
position to Local Governmental Analyst | / Administrative Analyst | or
Administrative Support classification; establish a maximum cap for
performance-based (merit) increase for staff not to exceed 2% of
annualized salary (overall performance ratings must be at an above-
standard level for eligibility); apply benefit changes applicable to
County employees to LAFCO staff, including but not limited to health
insurance premium allowances, changes Iin employee/county
contributions for health insurance, retirement plan participation, etc.
Direct the Executive Officer to make related technical changes
LAFCO’s Benefits and Compensation Summary per the items listed
in recommended action 2(e).

()  Authorized the Executive Officer to implement necessary services
and supplies and staffing level appropriations adjustments in
conformance with the FY 2012-13 Final Budget to maintain an
appropriate staff and consultant workload ratio.

(g) Directed the Executive Officer to institute a consultant labor rate
freeze for FY 2012-13.

(h) Authorized the Executive Officer to direct the County Auditor to
establish LAFCQO’s budget and appropriations at the gross and net
levels contained in Figures 1 and 2 of the Final FY 2012-13 LAFCO
Budget.

(i) Directed the Executive Officer to meet with the Audit/Budget
Committee members Vanderlaan, Ingalls, Mathis, and MacKenzie to
review, and update as necessary, LAFCO'’s bidding and procurement
procedures and evaluate whether a strategic planning process should
be used in the future.

Commissioner Horn left at 9:40 a.m.

Commissioner Jacob suggested that all lined items of the agencies be listed in
the revenue totals in the future. Mr. Ott indicated he will make this reporting
change in next year’'s budget. (Attached is Budget Minute Item Order Resolution
2B that should be approved in conjunction with the Minutes of the May 7, 2012
LAFCO meeting).

Item 8

Quarterly Self-Approved Expense Claims Report:

A report summarizing expense claims approved by the
Executive Officer

Michael Ott indicated that there were no reimbursement expense claims to report
for the third quarter.



On motion of Commissioner Pocklington, seconded by Commissioner
Vanderlaan, and carried unanimously by the commissioners present, the
Commission took the following action:

Accepted the May 7, 2012, Quarterly Self-Approved Expense Claims
Report.

Item 9
Leqgislative Update Report

Harry Ehrlich, Director of Legislative provided a brief report to the Commission
regarding the Legislative update report. He said that staff has identified several
bills that deal with policy issues affecting LAFCO.

Mr. Ehrlich discussed AB 2238 (Perea), a bill that would require LAFCOs to
determine the feasibility of consolidations and other service efficiency options in
an MSR and also require LAFCOs to determine compliance with the Safe
Drinking Water Act. He said that the bill has recently been amended and is an
unfunded mandate. He said that ACWA, CSDA, and CALAFCO have opposed
the bill unless it is amended. Mr. Ehrlich recommends that the San Diego LAFCO
oppose the bill.

Mr. Ehrlich discussed AB 2624 (Smyth), a bill that would allow financial
assistance for grants to LAFCOs for the purpose of developing, adopting, and
implementing a regional plan of sustainable communities. CALAFCO supports
the bill and so should the San Diego LAFCO, according to Mr. Ehrlich

Mr. Ehrlich discussed AB 2698 (Committee on Local Government). AB 2698 is
the Assembly Omnibus Bill, an annual bill that addresses technical changes and
corrections to the Cortese-Knox-Hertzberg Act. He said this bill primarily deals
with a technical rewrite of the protest provisions. He noted that CALAFCO and
San Diego LAFCO staff have been working on the bill and that the Commission
should support the bill.

Mr. Ehrlich discussed AB 2418 (Healthcare Districts). This bill would place within
LAFCO’s authority, the responsibility to determine what healthcare district
services can provide.

The Commission accepted the Legislative Report provided by Mr. Ehrlich.

There being no further business to come before the Commission, the meeting
adjourned at 9:50 a.m. to the June 4, 2012 meeting, in Room 302, County
Administration Center.

Tamaron Luckett
Administrative Assistant
San Diego Local Agency Formation Commission



