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AGENDA REPORT
Consent | Action

March 5, 2018

TO: San Diego Commissioners
FROM: Keene Simonds, Executive Officer
SUBJECT: Commission Ratification |

Recorded Payments for January 2018
SUMMARY

The San Diego Local Agency Formation Commission (LAFCO) will review a
report identifying all payments received and made for the month of January
2018. These payments cover all recorded transactions for the period and
include $101,039 in total distributions made by the Executive Officer. The
payments are being presented for ratification and reflect a new reporting
system to address best practices and interest therein by the Commission in
establishing additional public documentation on bookkeeping procedures.

BACKGROUND

Adopted Policies |
Accounting Procedures

San Diego LAFCO’s policies provide broad direction to the Executive Officer
to establish and maintain appropriate accounting controls for all financial
transactions on behalf of the Commission. These policies specify the
Executive Officer shall ensure accounting controls conform to standard
procedures commonly enlisted by local governmental agencies and
continually evaluate and enact changes as needed. Purchasing allowances
are specified and include bid procedures for transactions at or above $10,000
and separate Commission approval for transactions at or above $125,000.
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New Reporting System |
Incorporating Best Practices

Beginning with this inaugural report staff will present recorded expense and revenue
transactions for formal ratification by San Diego LAFCO. This expansion in reporting is
consistent with best practices increasingly enlisted by other local governmental agencies
and addresses interest expressed by Commissioners in establishing additional public
documentation on San Diego LAFCO’s bookkeeping procedures.’

DISCUSSION

This item is for San Diego LAFCO to consider ratification of all made and received payments
recorded by the Executive Officer between January 1 and January 31°. A detailing of these
transactions are provided in Attachment One. Should the Commission have any questions
or request additional documentation it would be appropriate to either continue the item or
provide clarifying direction to staff going forward in recording payments.

ANALYSIS

The recorded payments made by the Executive Officer for the month of January 2018 total
$101,039 with over one-half tied to payroll obligations. The majority of the remaining
payments made are associated with services provided by the County of San Diego and
include informational technology support. Recorded revenues for the period total $15,627
and largely tied to collecting fees for three new proposal submittals.

ALTERNATIVES FOR ACTION

The following alternatives are available to San Diego LAFCO:
Alternative One (Recommended):
Ratify the recorded payments received and made by the Executive Officer between
January 1 and January 31, 2018 as shown in Attachment One.
Alternative Two:
Continue consideration of the item to the next regular meeting and provide direction to
staff as needed.

RECOMENDATION

It is recommended San Diego LAFCO proceed with the actions outlined in the preceding
section as Alternative One.

' For purposes of implementation the new reporting system commences with the start of the 2018 calendar year.
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PROCEDURES

This item has been placed on San Diego LAFCO’s agenda as part of the consent calendar. A
successful motion to approve the consent calendar will include taking affirmative action on
the staff recommendation unless otherwise specified by the Commission.

Respectfully,

Keene Simonds
Executive Officer

Attachment:

1) Recorded Payments | January 1, 2018 to January 31, 2018
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SAN DIEGO LAFCO

Expense and Revenue Transactions
January 2018

ATTACHMENT ONE

Payable | Receivable Party Date Account Amount Purpose Type Funding Account

01/04/2018 62270 - Membership 599.00 Membership Renewal - K. Simonds check 1026 - Wells Fargo Checking - 2579
01/19/2018 62900 - Miscellaneous Expense 50.00 Analyst Recruitment | Advertisement credit card  SDCCU Checking - 3558

649.00
01/24/2018 62074 - Telephone 198.78 Cell Phone Bill check 1026 - Wells Fargo Checking - 2579
01/26/2018 62370.5 - Web and Document Support 21.95 LAFCO Website Support Monthly Payment check 1026 - Wells Fargo Checking - 2579
01/10/2018 62622 - Training/Registration Fees 80.00 U-Class Registration Fee - R. Barry check 1026 - Wells Fargo Checking - 2579
01/03/2018 52370 - Professional Services 2,538.00 General Legal Counsel Services check 1000 - County Account (44595)
01/22/2018 52370 - Professional Services 1,640.00 General Legal Counsel Services check 1000 - County Account (44595)
01/24/2018 62609 - Transportation/Travel/Mileage 161.46 Travel Reimbursements check 1026 - Wells Fargo Checking - 2579

4,339-46
01/01/2018 52530 - Office Lease 6,494.29 Rent electronic 1000 - County Account (44595)
01/01/2018 52354 - Mail/Postage ISF 521.33 Mail/Postage Services electronic 1000 - County Account (44595)
01/01/2018 52178 - Vehicle Maintenance 24.26 Vehicle Maintenance Services electronic 1000 - County Account (44595)
01/01/2018 52758 - Vehicle Lease 165.49 Vehicle Lease electronic 1000 - County Account (44595)
01/01/2018 52370 - Professional Services 165.20 County Counsel Services electronic 1000 - County Account (44595)
01/01/2018 52721 et al. - Communications (IT) Services 19,791.39 County IT Services (ITRACK) electronic 1000 - County Account (44595)
01/12/2018 51110 et al. - Employee Payroll 28,956.34 Pay Period 201814 electronic 1000 - County Account (44595)
01/26/2018 51110 et al. - Employee Payroll 28,306.66 Pay Period 201815 electronic 1000 - County Account (44595)
01/03/2018 52344 - Stores Unallocated 208.88 Office Supplies (Office Depot Order) electronic 1000 - County Account (44595)
01/03/2018 52344 - Stores Unallocated 62.68 Office Supplies (Office Depot Order) electronic 1000 - County Account (44595)
01/03/2018 52344 - Stores Unallocated 334.20 Office Supplies (Office Depot Order) electronic 1000 - County Account (44595)
01/04/2018 52344 - Stores Unallocated 3.43 County Surcharge - Office Supplies electronic 1000 - County Account (44595)
01/04/2018 52344 - Stores Unallocated 1.03 County Surcharge - Office Supplies electronic 1000 - County Account (44595)
01/04/2018 52344 - Stores Unallocated 5.48 County Surcharge - Office Supplies electronic 1000 - County Account (44595)
01/08/2018 52504 - Equipment Rental 2.57 County Surcharge - Xerox electronic 1000 - County Account (44595)
01/26/2018 52344 - Stores Unallocated 202.30 Office Supplies (Office Depot Order) electronic 1000 - County Account (44595)
01/29/2018 52344 - Stores Unallocated 3.32 County Surcharge - Office Supplies electronic 1000 - County Account (44595)
01/30/2018 52344 - Stores Unallocated 0.15 County Surcharge - Office Supplies electronic 1000 - County Account (44595)

85,249.00
01/14/2018 62900 - Miscellaneous Expense 70.00 Analyst Recruitment | Advertisement credit card ~ SDCCU Checking - 3558
01/23/2018 62330 - Office Equipment/Supplies 31.00 Water Service check 1026 - Wells Fargo Checking - 2579
01/09/2018 62330 - Office Equipment/Supplies 45.00 Monthly Cloud Service credit card  SDCCU Checking - 3558
01/04/2018 62330 - Office Equipment/Supplies 182.92 Commissioner Recognition | SA and R6 creditcard  SDCCU Checking - 3558
01/22/2018 52370 - Professional Services 9,216.00 Consultant Services | Dieu Ngu check 1000 - County Account (44595)
01/14/2018 62900 - Miscellaneous Expense 99.95 Analyst Recruitment | Advertisement credit card  SDCCU Checking - 3558
01/24/2018 62609 - Transportation/Travel/Mileage 32.00 SAN Parking - R. Barry credit card ~ SDCCU Checking - 3558

Page 1 of 2



SAN DIEGO LAFCO
Expense and Revenue Transactions

January 2018
Payable | Receivable Party Date Account Amount Purpose Type Funding Account
01/24/2018 62609 - Transportation/Travel/Mileage 32.00 SAN Parking - K. Simonds creditcard  SDCCU Checking - 3558

64.00

E | SMF Cafeteria

01/24/2018 62609 - Transportation/Travel/Mileage 26.60 Dinner @ Sacramento Int. | KS and RB credit card ~ SDCCU Checking - 3558
E | Southwest Airlines
01/12/2018 62609 - Transportation/Travel/Mileage 197.96 Flight to/from Sacramento for U Class |RB credit card ~ SDCCU Checking - 3558
01/12/2018 62609 - Transportation/Travel/Mileage 197.96 Flight to/from Sacramento for U Class |KS credit card  SDCCU Checking - 3558
395.92

E | Starbucks
01/24/2018 62609 - Transportation/Travel/Mileage 10.33 Breakfast @ San Diego Int. | KS and RB creditcard  SDCCU Checking - 3558

E | Studio Diner
01/11/2018 62611 - Meetings 30.33 KS Breakfast with JT | Fire Protection credit card ~ SDCCU Checking - 3558

E | Wells Fargo

01/31/2018 62860 - Interest Expense 0.11 Interest Expense electronic 1031 Wells Fargo Savings - 2546

E | Xerox
01/10/2018 52504 - Equipment Rental 328.95 Xerox Rental check 1000 - County Account (44595)

|
E

R | CALAFCO
1/32018 47540 - Other Miscellaneous Revenue 1,470.00 Refund from CALAFCO for 3 Registration Fees check SDCCU Checking - 3558
1,470.00
R | County of San Diego
01/31/2018 49200 - Interest & Dividends 1,550.14 Interest Payment for Acct. 46725 electronic 1001+ County - General Fund 46725
01/31/2018 49200 - Interest & Dividends 330.35 Interest Payment for Acct. 46726 electronic 1002 - County - Special Projects Fund 46726
01/31/2018 49200 - Interest & Dividends 276.50 Interest Payment for Acct. 46727 electronic 1003 - County - Jurisdictional Projects Fund 46727
2,156.99
R | Leucadia WWD
1/23/18 49000 - Processing Fee 2,660.00 Processing Fees for SA/OAS18-04 check SDCCU Checking - 3558
2,660.00
R | El Captain Stadium Association, Inc.
01/30/2018 49000 - Processing Fee 4,020.00 Processing Fees for SA/OAS18-04 check SDCCU Checking - 3558
4,020.00
R | Wells Fargo
01/31/2018 49200 - Interest & Dividends 0.47 Interest Payment to Savings Account check 1031 - Wells Fargo Savings - 2546
0.47
R | Western Pavers
01/11/2018 49000 - Processing Fee 5,320.00 Processing Fees for DA18-01 check SDCCU Checking - 3558
5,320.00
REVENUE TOTAL § 15,627
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AGENDA REPORT
Consent | Information

March 5, 2018

TO: San Diego Commissioners

FROM: Keene Simonds, Executive Officer
Tamaron Luckett, Executive Assistant

SUBJECT: Update on Special District Appointments to San Diego County
Consolidated Redevelopment Oversight Board

SUMMARY

The San Diego Local Agency Formation Commission (LAFCO) will receive an
update on its appointment process to seat special district representatives -
one regular and one alternate — on the San Diego County Consolidated
Redevelopment Oversight Board. A total of five candidates were nominated
consistent with the eligibility criteria established by the Commission and will
now proceed to a ballot election among all 58 independent special districts.
The statutory deadline to complete the appointment process is June 30",

BACKGROUND

Redevelopment Agencies |
Establishment and Function

Redevelopment agencies (RDAs) in California were established in 1945 as a
means for cities and counties to expedite the acquisition and or funding of
public work projects to improve “blighted” areas. The underlying legislative
intent in creating RDAs was to empower local officials to foster economic
development through the use of local property tax proceeds. Markedly,
once established, property tax revenue generated within a designated area
became stationary with regard to the monies distributed among other local
agencies — such as schools and special districts — with the incremental
increases going forward getting redirected to RDAs.



San Diego LAFCO
March 5, 2018 Regular Meeting
Agenda Item No. 3 | Update on Appointing District Representatives to Consolidated Redevelopment Oversight Board

Dissolution of Redevelopment Agencies |
Successor Agencies and Consolidated Oversight Boards

In June 2011 — and following several earlier attempts — the Legislature passed Assembly Bill
(AB) X26 to suspend all 400 plus RDAs in California and their authority to initiate any new
projects. The legislation also initiated a gradual dissolution process in which oversight of
RDAs were transferred to successor boards with the task of drawing down preexisting
projects.” Senate Bill (SB) 107 followed in 2015 to further prescribe the draw down process
and mandates the consolidation of all successor agencies in each county by July 1, 2018.2
The legislation also provides one of the seven seats on the consolidated oversight board
shall be filled by a special district representative and through the framework of LAFCOs’
existing administrator role of independent special districts selection committees.

Redevelopment in San Diego County |
Implementing SB 107

There are 17 successor agencies to RDAs in San Diego. Almost all — and specifically 15 - of
the cities in San Diego County have successor agencies with the exception of Coronado,
Del Mar, and Encinitas. The County of San Diego also has two successor agencies. The total
value of the residual incremental property tax revenue (e.g. non-committed funds)
collectively across the 17 successor agencies as of January 1, 2018 tallies $131.6 billion.
Additionally, within the 17 successor agencies there are 26 special districts divided between
19 independent and 7 dependent that are part of the property tax roll, and as such eligible
to receive residual payments from the RPTTF.

In December 2017, San Diego LAFCO approved policy amendments to address its new
responsibilities under SB 107 to administer an appointment of a special district
representative to a consolidated redevelopment oversight board. The amendments were
developed with feedback from LAFCO’s Special Districts Advisory Committee (SDAC) and
addresses ambiguity in the legislation with respect to appointment eligibility, standards, and
procedures. Key implementing policies follow.

e All independent special districts are eligible to participate in the process to appoint
(nominate and vote) a representative to serve on the oversight board. However, only
board members from those independent special districts that are also enrolled in the
RPTTF administered by the County of San Diego Auditor and Controller’s Office are
eligible to be nominated and serve on the oversight board. A list of the 19 eligible
special districts meeting this referenced criteria is provided as Attachment One.

e An alternate appointee to the oversight board is allowed.

1

Increment property tax revenues generated within RDAs were also now redirected to a single countywide fund — known as the
Redevelopment Property Tax Trust Fund (RPTTF) — and administered by local auditor-controller offices.
> SB107 allows for five consolidated oversight boards in Los Angeles County.
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e Election materials shall be transmitted from San Diego LAFCO by e-mail with prior
concurrence of the presiding officer of the special district.

e So long as a quorum is achieved the nominee with the most votes will be appointed
the regular member. The nominee with the second most votes will be the alternate.

DISCUSSION

This item is for San Diego LAFCO to receive and file an update on the Commission’s
legislative task to administer appointments of special district representatives — one regular
and one alternate — on the San Diego County Consolidated Redevelopment Oversight
Board. The update is divided between completed and pending procedures and is being
presented to the Commission for information and ahead of the June 30" deadline.

Completed Procedures

e As detailed in the preceding section San Diego LAFCO adopted policies and
procedures to implement its tasks to oversee the appointment process of a special
district representative to the oversight board on December 4, 2017. The policies and
procedures draw from input received from LAFCO’s 16-member SDAC.

e Notice was provided by regular mail to all independent special districts on
December 5, 2017 summarizing SB 107’s legislative requirements and the
implementing policy and procedure approvals made by the Commission.

e Notice was provided by certified mail to all independent special districts on January
5, 2018 initiating an open nomination period for eligible candidates through
February 15, 2018. The following five nominations were received by the deadline:

Hal Martin — Vallecitos Water District

Julie Nygaard - Tri-City Healthcare District

Bill Pommering — Padre Dam Municipal Water District
Patrick Sanchez - Vista Irrigation District

Ed Sprague - Olivenhain Municipal Water District

Pending Procedures

e SDAC is scheduled to hold a special meeting on March 16, 2018 and — among other
topics — will review nomination results and consider approving timelines and related
processes associated with the upcoming election. It is also expected SDAC will
consider preferences in making candidate recommendations as authorized under
policy as well as options in coordinating a candidate night at an upcoming dinner of
the local chapter of the California Special Districts Association (CSDA).
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ANALYSIS

San Diego LAFCO has made measurable progress in completing its legislative task to
oversee the appointments of special district representatives to the San Diego County
Consolidated Redevelopment Oversight Board ahead of the June 30" deadline. LAFCO is
currently on hold in making further progress given staff’s interest to receive SDAC input in
setting timelines and related matters - including its preference in making
recommendations and/or coordinating a candidate night with the local CSDA chapter - in
transitioning from the nomination to election process. This hold is the result of SDAC
needing to reschedule its February 16" meeting to March 16" to ensure full attendance
among members. Should this rescheduled meeting also require cancellation staff will
proceed with setting the remaining timelines and related matters without formal SDAC
input to ensure LAFCO complies with the June 30" deadline.

ALTERNATIVES FOR ACTION

This item is being presented for information only.
RECOMENDATION

It is recommended San Diego LAFCO receive and file the report.

PROCEDURES
This item has been placed on San Diego LAFCO’s agenda as part of the consent calendar. A
successful motion to approve the consent calendar will include taking affirmative action on

the staff recommendation unless otherwise specified by the Commission.

Respectfully,

9’”‘“@&#

Keene Simonds Tamaron Luckett
Executive Officer Executive Assistant
Attachment:

1) Independent Special Districts in San Diego County Enrolled in RPTTF
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ATTACHMENT ONE

Independent Special Districts in San Diego County |
Enrolled in Redevelopment Property Tax Trust Fund (RPTTF)

- Elected or Appointed Board Members are Eligible for Nomination to Oversight Board -

Grossmont Healthcare District
Lakeside Fire Protection District
Lakeside Water District
Leucadia Wastewater District
Lower Sweetwater Fire Protection District
North County Cemetery District
Olivenhain Municipal Water District
Otay Water District
Padre Dam Municipal Water District
Palomar Healthcare District
Pomerado Cemetery District
Resource Conservation District of Greater San Diego County
Rincon del Diablo Municipal Water District
San Marcos Fire Protection District
San Miguel Consolidated Fire Protection District
Santa Fe Irrigation District
Tri-City Healthcare District
Vallecitos Water District
Vista Irrigation District
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AGENDA REPORT
Consent | Information

March 5, 2018

TO: San Diego Commissioners

FROM: Robert Barry, Chief Policy Analyst
SUBJECT: Current Proposal Activity
SUMMARY

The San Diego Local Agency Formation Commission (LAFCO) will receive a
report identifying active proposals on file and pending future hearing before
the Commission. The report also summarizes pending proposals expected to
be submitted in the near term. The report is for information only and satisfies
the Commission’s reporting requirement to the affected agencies under
Government Code Section 56857.

BACKGROUND
LAFCO Proceedings

LAFCO proceedings for consideration of proposed changes of organization
or reorganizations — which include incorporations, formations, annexations,
detachments, mergers, consolidations, and service power activations or
divestures — may be initiated by landowner/voter petitions or resolutions by
local agencies. LAFCOs may also initiate proposals specific to forming,
consolidating, or dissolving special districts if consistent with the
recommendations of approved municipal service reviews. Following
submittal, proposals are reviewed for completeness and status letters are
sent to applicants within 30 days. If proposals require additional information
they are deemed incomplete and the status letters itemize needed
information. Once proposals are deemed complete they are scheduled for
hearing. Proposals involving outside service extension requests follow
separate proceedings and may be administratively approved by the
Executive Officer if addressing documented public health or safety threats.
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DISCUSSION

This item is being presented for information only and identifies all active proposals currently on
file with San Diego LAFCO. The report also —and for telegraphing purposes of future workload
- identifies pending proposals staff anticipates being filed with LAFCO in the near term.

Active Proposals

There are nine active proposals currently on file with San Diego LAFCO. All of these proposals
are considered incomplete at this time, and no hearing dates have been scheduled.

“County Service Area No. 115 (Pepper Drive) Reorganization” | RO14-12; RO14-13
This reorganization proposal consists of two separate applications to annex the
same approximate 450 acre service area of County Service Area (CSA) No. 115
(Pepper Drive), with one proposal application submitted by the Lakeside Fire
Protection District (FPD) and the other submitted by the San Miguel Consolidated
FPD. The competing proposals were subsequently combined into a single proposal
and an ad-hoc stakeholder committee was assembled to provide input to staff given
the proposal’s underlying complexities. Subsequent discussions through the
stakeholder process has resulted in Lakeside FPD and San Miguel Consolidated FPD
agreeing to “split” the CSA No. 115 service area to each of the Districts, resulting in
an equal division of the CSA’s allocated property tax revenues to the annexing FPDs
following dissolution. The proposal is incomplete and awaiting Board of
Supervisors’ approval for a negotiated property tax exchange agreement as well as
additional analysis from staff to address remaining fiscal, service, and governance
issues. The proposal is anticipated to be scheduled for Commission hearing in
mid-2018.

“County Service Area No. 17 (San Dieguito Ambulance) Annexation” | DA16-10

This annexation proposal was submitted by resolution of the San Diego County Fire
Authority as a cross-condition of the LAFCO approval for the “Rancho Santa Fe Fire
Protection District (FPD) — CSA No.107 (Elfin Forest) Reorganization” (Ref. No.:
SA/RO14-15), which involved the dissolution of CSA No. 107 and the annexation of its
approximate 3,000 acre service area to the Rancho Santa Fe FPD. CSA No. 17 (San
Dieguito Ambulance) presently provides advanced life support (ALS) ambulance
transport services within Rancho Santa Fe FPD and adjacent cities. However, the
former CSA No. 107 service area was not located within CSA No. 17 and the
dissolution of the former was conditioned on a subsequent LAFCO submittal to
annex the dissolution territory to CSA No. 17 following the reorganization with the
Rancho Santa Fe FPD. The proposal is incomplete pending receipt of additional
documentation from the applicant and anticipated to be scheduled for Commission
hearing in mid-2018.
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“Alpine Fire Protection District Island Annexation” | SA16-15; DA16-15

This annexation proposal was submitted by resolution of the Alpine Fire Protection
District (FPD) and involves the annexation of approximately 6,647-acres of
unincorporated territory located within the FPD’s adopted sphere of influence. The
annexation area is currently located within the LAFCO-activated fire protection latent
power area of CSA No. 135. The proposal is incomplete and awaiting Board of
Supervisors’ approval for a negotiated property tax exchange agreement. The
proposal is anticipated to be scheduled for Commission hearing in early to mid-2018.

“County Service Area No. 135 Islands Reorganization and Latent Powers Expansion” |
SA16-20; LP16-20

This reorganization proposal was submitted by resolution of the San Diego County
Fire Authority and involves the expansion of CSA No. 135’s latent powers to provide
fire protection and emergency medical services to three unincorporated and
unserved island areas totaling approximately 21,048 acres. A concurrent amendment
to add the affected territory to CSA No. 135’s sphere of influence is also required to
accommodate the proposed action. The submitted proposal application is
incomplete and pending receipt of additional documentation and information from
the applicant to complete staff’s analysis. The proposal is also awaiting Board of
Supervisors’ approval for a negotiated property tax exchange agreement. The
proposal is anticipated to be ready for Commission hearing in early 2018.

“San Marcos Highlands Reorganization” (City of San Marcos) | SA17-07; RO17-07

This reorganization proposal was submitted by resolution of the City of San Marcos
and involves annexation of approximately 125-acres to the City with concurrent
service area reorganizations between the San Marcos FPD and the Vista FPD for fire
protection services, and between the Vallecitos WD and Vista ID for the provision of
sewer and water services. The City of San Marcos has approved development plans
and environmental review for a 189-unit single-family residential development called
“San Marcos Highlands.” The City’s approvals included a condition requiring the City
and the County to execute a habitat protection agreement with State and Federal
agencies for the proposal area. The proposal is incomplete pending receipt of
additional documentation - including the referenced habit document - and
information from the applicant to complete staff’s analysis. The proposal is
anticipated to be scheduled for Commission hearing in mid to late-2018.

“Rincon del Diablo Municipal Water District Reorganization and Latent Sewer
Powers Activation” | LP17-10; RO17-10

This reorganization proposal was submitted by resolution of the Rincon del Diablo
Municipal Water District (MWD) and involves activation of the MWD’s latent power
for sewer service within the approximate 450-acre Harmony Grove Village (HGV)
service area of the San Diego County Sanitation District (SD). The HGV is presently
located within the MWD’s service area and sphere of influence for water service.
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The proposed reorganization would detach the HGV area from the San Diego
County SD, establish a service-specific sphere of influence for the detachment area,
and activate the MWD’s latent sewer power to assume responsibility for the
provision of sewer service within the HGV. The proposal is incomplete pending
additional analysis and a property tax agreement. It is anticipated the proposal will
be scheduled for Commission hearing in early 2018.

e “Trinh Reorganization” Latent Sewer Powers Expansion (Olivenhain Municipal
Water District) | LP(E)18-01; SA18-01; RO18-01
This reorganization proposal was submitted by resolution of the Olivenhain
Municipal Water District (MWD) and involves an amendment to the MWD’s service-
specific sphere of influence and an expansion of the MWD’s activated latent sewer
power area to include the proposal area and its 20 acres. The proposed
reorganization area is presently located in the MWD’s authorized water service
area. The proposed reorganization would expand the MWD’s activated latent sewer
power area to provide both sewer and water services to the proposal area. The
proposal is incomplete pending additional analysis and a property tax agreement. It
is anticipated the proposal will be scheduled for Commission hearing in mid-2018.

e “Stanford Street - McLean Annexation” (Leucadia Wastewater District) | DA17-10
This annexation proposal was submitted by resolution of the Leucadia Wastewater
District and involves annexation of one incorporated parcel approximately 0.50-acre
in size located within the City of Encinitas to the Leucadia Wastewater District for
the provision of sewer service to one existing single-family residence. The proposed
annexation area is located within the adopted sphere of influence for the Leucadia
Wastewater District and is surrounded by the District’s service area. The proposal is
incomplete pending additional analysis. It is anticipated the proposal will be
scheduled for Commission hearing in early to mid-2018.

e “Pankey Contractual Service Agreement” (Valley Center Municipal Water District) |
SA18-04; OAS18-04
This proposal was submitted by resolution of the Valley Center Municipal Water
District (MWD) and involves an extension of sewer service to one unincorporated
parcel totaling approximately 13 acres that is developed with one existing single-
family residence. The residence presently uses an underground septic system that
will be impacted by a pending adjacent development. The Valley Center MWD is
requesting approval of the outside service agreement to extend sewer service
outside of its sphere of influence and authorized service area in response to an
impending threat to the health and safety. Staff believes the threshold to make a
health and safety finding has not been made, and as such is advising MWD a sphere
amendment to accommodate the request is appropriate. The proposal remains
incomplete at this time pending additional analysis and discussion with MWD. It is
anticipated the proposal will be scheduled for Commission hearing in mid-2018.
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Pending Proposals

There are two potential new and substantive proposals staff expects to be submitted to San
Diego LAFCO in the near-term from local agencies based on ongoing discussions with
proponents.” These potential proposals are summarized below and included in this report to
aid LAFCO in telegraphing upcoming workload.

e “Safari Highlands Reorganization” | City of Escondido

This anticipated reorganization proposal is currently undergoing development and
environmental review by the City of Escondido with an expected submittal to
LAFCO later in 2018. The anticipated proposal involves annexation of approximately
1,098 acres to the City for the primary purpose of developing a 550-lot residential
subdivision. All of the affected territory lies outside the current City sphere of
influence, and as such requires a sphere amendment to accommodate the
proposed reorganization. Due to the scope of the proposal area a comprehensive
update of the City’s sphere of influence is warranted along with preparing the
supporting municipal service review document. These and other jurisdictional and
environmental issues have been communicated to the City and currently under
joint-review with other stakeholders.

e “Rancho Lomas Verdes Reorganization” | City of Vista

This anticipated reorganization proposal is currently undergoing development and
environmental review by the City of Vista with an expected submittal to LAFCO later
in 2018. The anticipated proposal involves annexation of approximately 309 acres to
the City for the primary purpose of developing a 153-lot residential subdivision.
Close to three-fourths of the project area lies outside the current City sphere of
influence, and as such requires a sphere amendment to accommodate the
proposed reorganization. Due to the scope of the proposal area a comprehensive
update of the City’s sphere of influence is warranted along with preparing the
supporting municipal service review document. These and other jurisdictional and
environmental issues have been communicated to the City and currently under
joint-review with other stakeholders.

COMMISSION REVIEW

This item has been placed on the agenda as part of the consent calendar for information only
and to satisfy a reporting requirement for San Diego LAFCO under State law. The Commission
is invited to discuss the item and provide direction to staff on any related matter as needed.

Attachments: none

! Staff uses discretion in listing pending proposals and limits notice to only activities to be initiated by a local governmental agency.
Pending proposals to be initiated by landowners and/or registered voters are not disclosed until an actual filing is made.
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AGENDA REPORT
Public Hearing | Action

March 5, 2018

TO: Commissioners

FROM: Keene Simonds, Executive Officer
Robert Barry, Chief Policy Analyst

SUBJECT: Public Hearing | Consideration of Proposed Amendments to
the Spheres of Influence for the Tri-City Healthcare District
and the Palomar Health Healthcare District (SA17-09a; SA17-
o9b); and the Proposed “Tri-City Healthcare District
Reorganization” (RO17-09)

SUMMARY

The San Diego Local Agency Formation Commission (LAFCO) will consider a
multifaceted reorganization proposed by resolution of the Tri-City
Healthcare District (HD) affecting approximately 36,700 acres. The principal
facet involves annexation of the remaining unserved incorporated territory
within the Cities of Carlsbad, Oceanside, and Vista to Tri-City HD. The other
proposed reorganization facets involve detachment of the Marine Corps
Base Camp Pendleton territory from Tri-City HD; a reorganization of City of
Oceanside incorporated territory between Tri-City HD (annexation) and the
Fallbrook Regional HD (detachment); and a reorganization of City of San
Marcos incorporated territory between Tri-City HD (detachment) and the
Palomar Health HD (annexation). The proposed reorganization also requires
amendments to the adopted spheres of influence for the Tri-City and
Palomar Health HDs to achieve consistency with the jurisdictional changes.
The proposal is consistent with the recommendations of a recent municipal
service review and all affected agencies consent to the boundary changes.
Staff recommends proposal approval with the associated sphere
amendments without modifications and subject to certain terms; the latter
highlighted by an agreement between Tri-City and Fallbrook Regional HDs to
phase the implementation of the associated property tax exchange. It is also
recommended the Commission establish Special Study Area designations for
Tri-City HD and Palomar Health HD to facilitate a future reorganization.
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BACKGROUND

Affected Agencies

The proposed reorganization affects the three HDs serving northern San Diego County —
Fallbrook Regional HD, Palomar Health HD, and Tri-City HD — which are summarized below.

e Tri-City HD provides hospital-based health services to an approximate 132 square
mile service area and coterminous sphere of influence in the northern coastal area
of San Diego County. This includes serving the majority of the incorporated territory
of the Cities of Carlsbad, Oceanside, and Vista. Tri-City HD owns and independently
operates the 388-bed Tri-City Medical Center located in the City of Oceanside.

e Fallbrook Regional HD provides grant programs to support healthcare and
healthcare-related services within an approximate and mostly unincorporated 111-
square mile service area and coterminous sphere of influence located in northern
San Diego County.' The service area includes the unincorporated communities of
Fallbrook, Rainbow, De Luz, and Bonsall and has an approximate population of
57,000. A portion of the City of Oceanside is also located within Fallbrook HD.

e Palomar Health HD provides hospital-based health services within an approximate
844-square mile service area and coterminous sphere of influence in north inland
San Diego County. This includes serving the majority of the incorporated territory of
the Cities of Escondido and San Marcos as well as portions of the Cities of Carlsbad
and Vista. Palomar Health HD owns and independently operates two licensed acute-
care hospitals: the 107-bed Pomerado Hospital in the City of Poway and the 288-bed
Palomar Medical Center in the City of Escondido.

Earlier Municipal Service Review |
5-Year San Diego County Healthcare Services MSR/SOI (2015)

In 2015, San Diego LAFCO approved the “5-Year San Diego County Healthcare Services
Municipal Service Review and Healthcare District Sphere of Influence Review” (MSR/SOI) and
adopted written determinations on a range of service, finance, governance, and planning
factors as required by the Cortese-Knox-Hertzberg Local Government Reorganization Act
of 2000 (CKH) [Government Code Section 56000, et seq.]. This included adopting
determinations affirming the overall adequacy of the local provision of healthcare services
as well as affirming the adopted spheres of influence for all four HDs in San Diego County
(Fallbrook Regional HD; Grossmont HD; Palomar Health HD; and Tri-City HD). The
Commission also established Special Study Area designations for the remaining territory in
San Diego County not presently located within a HD. Further therein, the Commission
approved MSR/SOI recommendations for the local HDs to consider potential realignments

1

Fallbrook HD previously owned the 47-bed Fallbrook Hospital that was closed in 2014 and subsequently sold by the HD in 2016.
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of their authorized service areas and spheres of influence to fulfill provisions in the
Healthcare District Law that allows for municipalities to be included within a HD, but
prohibits municipal territory from being divided; “... provided, that land either in a municipal
corporation or in unincorporated territory which the supervising authority finds will not be
benefited shall not be included.””

DISCUSSION

This item is for San Diego LAFCO to consider approving — with or without physical
modifications — the applicant’s reorganization proposal involving approximately 36,700 acres
in north San Diego County. The Commission may also consider applying conditions to an
approval so long as it does not directly regulate land use, property development, or

subdivision requirements.

Proposal Vicinity Map
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Proposal Description

The Board of Directors for the Tri-City HD has adopted a Resolution of Application to
initiate LAFCO proceedings for consideration of a reorganization in which the following
distinct jurisdictional changes would be ordered upon Commission approval:

Annexation of approximately 8,232.206-acres to the Tri-City HD

Annexation of approximately 57.35-acres to the Palomar Health HD
Detachment of approximately 25,657.79-acres from the Tri-City HD
Detachment of approximately 2,747.37-acres from the Fallbrook Regional HD

Within the referenced jurisdictional changes there are five distinct areas incorporated into
the reorganization proposal and shown on Map 1. All five affected areas are located within
and/or adjacent to Tri-City HD’s sphere of influence and are summarized below.

Area A (Camp Pendleton) - Detachment of approximately 25,600.44-acres of Marine
Corps Base Camp Pendleton territory from the Tri-City HD (Map 2)

Tri-City HD’s service area presently includes the majority of the incorporated territory
of the Cities of Carlsbad, Oceanside, and Vista. Tri-City HD’s service area and sphere
of influence also extend north of the City of Oceanside and includes approximately
25,600.44-acres of unincorporated territory located within Marine Corps Base Camp
Pendleton. Tri-City HD’s service area and sphere boundaries within Camp Pendleton
are coterminous with the boundary of the Oceanside School District, which operates
three schools within Camp Pendleton. However, Tri-City HD does not presently own
or operate healthcare facilities or provide healthcare-related programs within Camp
Pendleton, and does not anticipate providing healthcare facilities or services therein
in the foreseeable future. The 2015 San Diego County Healthcare Services MSR and
Healthcare Districts SOl Review recommended detaching the Camp Pendleton
territory from the Tri-City HD service area and sphere, and designated the lands as a
Special Study Area in anticipation of a future proposal to reorganize the Tri-City HD
territory. The reorganization addresses the Special Study Area designation
established in the earlier MSR/SOI by detaching the subject lands from Tri-City HD.

Area B (Shadowridge) - Annexation of approximately 2,552.79-acres of City of Vista
and City of Carlsbad incorporated territory to the Tri-City HD (Map 5)

All of the City of Vista incorporated territory is presently located within Tri-City HD’s
service area and sphere with two exceptions. The first exception involves an
approximate 925-acre portion of Vista presently located within the adjacent Palomar
Health HD service area and sphere and further detailed as Area F. The second
exception involves an approximate 2,234.60-acre portion of Vista known as the
Shadowridge community. The Shadowridge community and two adjacent portions
of the City of Carlsbad (approximately 212.5-acres and 106.8-acres, respectively)
presently lie outside any HD service area or sphere. The 2015 San Diego County
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Healthcare Services MSR and Healthcare Districts SOl Review determinations
recommended that the approximate 2,553-acres of unserved Carlsbad and Vista
incorporated territory including the Shadowridge area be annexed to the Tri-City HD
in accordance with Healthcare District Law prohibitions on dividing municipal
territory, and designated the subject territory as a Special Study Area in anticipation
of a future proposal to reorganize the territory with the Tri-City HD. The
reorganization addresses the Special Study Area designation established in the earlier
MSR/SOI by annexing the subject lands to Tri-City HD.?

Area C (Carlsbad) - Annexation of approximately 5,679.416-acres of City of Carlsbad
incorporated territory to the Tri-City HD (Map 6)

All of the City of Carlsbad is located within the Tri-City HD service area and sphere
with three exceptions. The first exception involves two portions of Carlsbad not
presently located within any HD service area or sphere (approximately 212.5-acres
and 106.8-acres, respectively) that are adjacent to the Shadowridge community of
Vista and further detailed as Area B. The second exception involves an approximate
863-acre portion of Carlsbad presently located within the adjacent Palomar Health
HD service area and sphere and further detailed as Area G. The third exception
involves approximately 5,679.416-acres of Carlsbad’s incorporated territory not
presently located within any HD service area or sphere. The 2015 San Diego County
Healthcare Services MSR and Healthcare Districts SOl Review determinations
recommended that this unserved southern portion of the City of Carlsbad be
annexed to the Tri-City HD in accordance with Healthcare District Law prohibitions
on dividing municipal territory, and designated the subject territory as a Special Study
Area in anticipation of a future proposal to reorganize the territory with the Tri-City
HD. The reorganization addresses the Special Study Area designation established in
the earlier MSR/SOI by annexing the subject lands to Tri-City HD.*

Area D (Oceanside) - Detachment of approximately 2,747.37-acres of City of
Oceanside incorporated territory from the Fallbrook Regional HD with a concurrent
annexation to the Tri-City HD (Map 3)

All of the City of Oceanside is presently located within the Tri-City HD service area
and sphere with one exception. This exception involves approximately 2,747-acres of
Oceanside’s incorporated territory located within the Fallbrook Regional HD service
area and sphere. The 2015 San Diego County Healthcare Services MSR and Healthcare
Districts SOl Review determinations recommended that the Oceanside incorporated
territory presently located within the Fallbrook Regional HD be reorganized with the
Tri-City HD in accordance with Healthcare District Law prohibitions on dividing
municipal territory. The reorganization addresses the recommendations in the earlier
MSR/SOI by detaching the subject lands from Fallbrook Regional HD and concurrent
annexation to Tri-City HD.”

3 A concurrent sphere amendment to Tri-City HD is also necessitated to accommodate this facet of the reorganization.
* A concurrent sphere amendment to Tri-City HD is also necessitated to accommodate this facet of the reorganization.
> A concurrent sphere amendment to both Fallbrook Regional HD (removal) and Tri-City HD (expansion) is also necessitated to
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Area E (San Marcos) - Detachment of approximately 57.35-acres of City of San
Marcos incorporated territory from the Tri-City HD with a concurrent annexation to
Palomar Health HD (Map 4)

All of the City of San Marcos is presently located within the Palomar Health HD
service area and sphere with one exception. This exception involves approximately
57.35-acres of San Marcos’s incorporated boundary that lies within the Tri-City HD’s
service area and sphere. The 2015 San Diego County Healthcare Services MSR and
Healthcare Districts SOl Review determinations recommended that the San Marcos
territory presently located within the Tri-City HD be reorganized with the Palomar
Health HD in accordance with Healthcare District Law prohibitions on dividing
municipal territory. The reorganization addresses the recommendations in the earlier
MSR/SOI by detaching the subject lands from Tri-City HD and concurrent annexation
to Palomar Health HD.®

Proposal Purpose

The proposed reorganization is intended to address the present HD incorporated service
area inconsistencies involving Tri-City, Fallbrook Regional, and Palomar Health HD under
State law that were identified in San Diego LAFCO’s earlier MSR/SOI prepared in 2015 and
detailed in the preceding section. The Tri-City HD has stated in its resolution of application
as the initiating proponent that the proposed reorganization will provide specific benefits
to the proposal areas as follows:

Annexation of the proposal areas into Tri-City HD will allow the District to open,
market, and expand special operations, host health awareness events, participate in
community outreach, and open needed primary care and specialty care clinics and
offices within largely whole incorporated boundaries.

Annexation into Tri-City HD will provide a better accounting of the unique
healthcare needs of the proposed areas by aligning its jurisdictional boundary to
largely whole incorporated boundaries. Tri-City HD is required to submit a
significant amount of data to the Office of Statewide Health Planning and
Development (OSHPD) and the Department of Healthcare Services. Such reporting
is done annually and is disclosed online. Tri-City HD also provides standardized
reports to the Centers for Medicare & Medicaid Services. Tri-City HD states that,
since the late 1990s, nonprofit hospitals in California have been subject to
requirements for the assessment of community health needs, and must then
respond to those needs on a regular basis. Following the passage of the Affordable
Care Act, nonprofit hospitals are required to assess community needs in a robust

accommodate this facet of the reorganization.
¢ A concurrent sphere amendment to both Tri-City HD (removal) and Palomar Regional HD (expansion) is also necessitated to
accommodate this facet of the reorganization.
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and data-driven fashion and articulate how they plan to use their community
benefit programs and funds to respond to those needs. As a result, many District
Hospital community benefit programs, like those at Tri-City HD, have caught up to
the rest of health philanthropy in terms of best practices related to disease
prevention and addressing social detriments of health (such as disease prevention,
healthy lifestyles, education, and behavioral health). Including the residents of
Shadowridge (Vista) and Carlsbad into these measurements and services will
provide meaningful outcome data to enhance their health and wellbeing.

e Tri-City HD will be able to engage members of these local and largely whole
incorporated communities to better educate their residents on services the District
provides. Tri-City HD will be better able to inform district residents of its goals and
accomplishments, emphasizing its work in areas into which private sector and for-
profit healthcare systems are unable or unwilling to venture.

It is important to note that, prior to submittal of the application for the proposed
reorganization, LAFCO staff coordinated with Tri-City HD staff to expand the HD’s initial
proposal for annexation of only the remaining unserved incorporated territory of the Cities
of Carlsbad and Vista. After discussions, Tri-City HD Reorganization was expanded to also
include the detachment of Camp Pendleton territory from the Tri-City HD; the
reorganization of Oceanside incorporated territory between the Fallbrook Regional HD and
the Tri-City HD; and the reorganization of San Marcos incorporated territory between the
Tri-City HD and the Palomar Health HD.

ANALYSIS

The analysis of the proposal is organized into two subsections. The first subsection
pertains to evaluating the central and sequential merits of accommodating sphere
amendments, the timing of the reorganization relative to the factors mandated for review
by the Legislature and local policies, and whether modifications or terms are appropriate.
The second subsection considers issues required by other applicable State statutes. This
includes making findings under the California Environmental Quality Act (CEQA) and the
disposition of protest proceedings per Government Code Section 57002(c).

7 As the additional jurisdictional and sphere of influence changes were evaluated and recommended by the Commission’s 2015
MSR/SOI determinations, and were assigned Special Study Area designations in anticipation of a future reorganization, expansion of
the reorganization proposal to include the additional jurisdictional and sphere changes was intended to allow for Commission
consideration of the majority of the 2015 MSR/SOI recommendations for the local area. Following Commission approval for the
expanded reorganization proposal, only the portions of Carlsbad and Vista that are presently within the Palomar Health HD and are
recommended for Special Study Area designations will remain outside of Tri-City HD (Map 7). The Special Study Area designations are
intended to encourage the Tri-City HD and the Palomar Health HD to discuss the financial implications of reorganizing the areas with
the Tri-City HD in regards to the existing voter-approved bonded indebtedness for the territory within the Palomar Health HD service
area. These incorporated areas will be reviewed during the next sphere of influence review cycle for evaluation of the potential
resolution of the Special Study Area designations and eventual reorganization with the Tri-City HD.
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Central Policy Items

Item No. 1]
Sphere Amendments

The proposed reorganization requires concurrent amendments to the adopted spheres of
influence for the Tri-City HD and Palomar Health HD to achieve consistency with the
proposed jurisdictional changes. The five proposed reorganization areas (Areas A-E) are
presently located within Commission-designated Special Study Areas (SSAs). The SSA
designations were established by the Commission in 2015 to encourage discussions
between the local HDs and to evaluate potential reorganizations of identified incorporated
territory in accordance with requirements in State Law for the HD’s authorized service
areas. The proposed reorganization’s jurisdictional changes are consistent with the
Commission’s 2015 MSR/SOI determinations and supported by a review of the factors
enumerated under Government Code Section 56425 required for consideration anytime
sphere changes are contemplated and provided as Attachments 2 and 3.

Conclusion:
The concurrent sphere amendments to Tri-City and Palomar Health HDs are warranted
to facilitate the proposed reorganization under CKH and Commission policy.

Item No. 2 |
Reorganization Timing

The timing of the proposed “Tri-City Healthcare District Reorganization” appears
appropriate for the implementation of the earlier MSR/SOI recommendations to realign
the local HD service areas to include unserved incorporated territory as well as to realign
the presently-served incorporated territory of the Cities of Carlsbad, Oceanside, San
Marcos, and Vista within the appropriate HD in accordance with the Health Care District
Law. Timing is further substantiated given overall consistency with the factors prescribed
for review under Government Code Section 56668 and detailed as Attachment 4.

Conclusion:
The timing of the reorganization is warranted under CKH and Commission policy.

Item No. 3 |
Modification and Terms

Staff has identified one potential boundary modification in the course of reviewing the
proposal relative to CKH and local policies that merit consideration by the Commission,
although ultimately not recommended for reasons provided. This potential modification
would involve an additional reorganization encompassing almost 1,800 acres and affects
Tri-City and Palomar Health HDs with the detachment of the latter and annexation to the
former for purposes of unifying the incorporated territory of the Cities of Carlsbad and
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Vista to be located entirely within Tri-City HD. This modification — which would remedy
existing boundary inconsistencies under the Healthcare District Law — merits additional
discussion to address, and among other pertinent topics, the financial implications and
possible remedies therein of a reorganization as detailed in the accompanying footnote.®

Along with applying standard terms to any reorganization approval one special condition
appears appropriate. This special condition involves requiring an agreement between Tri-
City and Fallbrook Regional HDs to phase the implementation of the associated property
tax exchange established for the reorganization by the County Board of Supervisors. The
special condition’s aim is to help lessen the near-term financial impact on Fallbrook
Regional HD and would require written receipt by the Executive Officer from both agencies
that an agreement has been reached before the reorganization may be finalized. This
suggested condition is supported by both Tri-City and Fallbrook Regional HDs.

Conclusion:

It would be appropriate for the Commission to establish Special Study Area designations
for Tri-City HD and Palomar Health HD to facilitate a future reorganization as identified
as “Areas F and G” in Map 7. It is also appropriate for the Commission to apply a special
term to require an agreement between Tri-City and Fallbrook Regional HDs to phase
the implementation of the associated property tax transfer.

Other Statutory Considerations
Exchange of Property Tax Revenues

California Revenue and Taxation Code Section 99(b)(6) requires the adoption of a property
tax exchange agreement by the affected local agencies before LAFCOs can consider
jurisdictional changes. Markedly, and pertinent to this proposal, RTC Section 99(b)(5)
allows the County of San Diego Board of Supervisors to adopt a single resolution
establishing a tax exchange on behalf of all affected agencies given their status as special
districts. Towards this end, the Auditor’s Department has prepared a report for the
proposed reorganization that identifies the amount of property tax revenues to be
exchanged between the affected local governments. The Board of Supervisors has utilized
this report in adopting an exchange that will govern the transfer of property tax revenues
associated with the reorganization. The County Auditor’s report identified the following
property tax revenues to be exchanged for the proposed reorganization areas:

e Area A (Camp Pendleton) - Involves the detachment of approximately 25,600.44-
acres of Marine Corps Base Camp Pendleton territory from the Tri-City HD, and
would result in the reduction of $1,224.55 in annual property tax revenues from the
Tri-City HD. (Map 2)

Territory within the Palomar Health HD service area is presently subject to annual assessments for repayment of the bonds
previously approved by local voters to construct the Palomar Health Medical Center. Accordingly, future discussions between Tri-
City and Palomar Health HDs should address the potential financial implications for the HDs and the property owners associated
with the reorganization of assessed service area territory should the lands be ultimately annexed to Tri-City.
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e Area B (Shadowridge) - Involves the annexation of approximately 2,552.79-acres of
unserved City of Vista and City of Carlsbad incorporated territory to the Tri-City HD,
and would not result in the exchange of property tax revenues as there is no existing
property tax allocation for healthcare services to be exchanged. (Map 5)

e Area C(Carlsbad) - Annexation of approximately 5,679.416-acres of unserved City of
Carlsbad incorporated territory to the Tri-City HD, and would not result in the
exchange of property tax revenues as there is no existing property tax allocation for
healthcare services to be exchanged. (Map 6)

e Area D (Oceanside) — Detachment of approximately 2,747.37-acres of City of
Oceanside incorporated territory from the Fallbrook Regional HD with a concurrent
annexation to the Tri-City HD. This reorganization would result in the reduction of
$181,454.58 in annual property tax revenues from the Fallbrook Regional HD and
reallocation of those revenues to the Tri-City HD. (Map 3)

e Area E (San Marcos) — Detachment of approximately 57.35-acres of City of San
Marcos incorporated territory from the Tri-City HD with a concurrent annexation to
Palomar Health HD. This reorganization would result in the reduction of $207.30 in
annual property tax revenues from the Tri-City HD and reallocation of those
revenues to the Palomar Health HD. (Map 4)

Environmental Review

The California Environmental Quality Act (CEQA) requires LAFCO to determine if potentially
significant environmental impacts would result from projects approved under the
Commission’s statutory authority. Accordingly, San Diego LAFCO is tasked with making
two distinct determinations as lead agency under CEQA with respect to the (a)
accommodating sphere amendments and the (b) reorganization itself and as detailed in
the accompanying footnote.® With this in mind, the proposed amendments to adopted
spheres of influence and the proposed reorganization therein involve changes to existing
healthcare district service areas but do not include new construction of healthcare facilities
or provision of healthcare services that would have a potentially significant impact on the
environment. Therefore, Executive Officer has determined that both CEQA actions - (a)
sphere amendments and (b) reorganization — qualify as projects but exempt from further
review per State CEQA Guidelines Section 15061(b)(3). These determinations are
appropriate because it can be seen with certainty that there is no possibility for either
project to significantly impact the environment, and the activities are not subject to CEQA.

9 San Diego LAFCO generally serves as lead agency for sphere amendments and/or updates while assuming responsible agency role for
proposals initiated by other local agencies. For this proposal San Diego LAFCO serves as lead agency for both the sphere amendments
and proposed reorganization given Tri-City HD did not make a CEQA determination in adopting the resolution of application.
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Protest Proceedings

Under State Law, LAFCO is required to conduct protest proceedings following adoption of
a resolution making determinations for a proposal. Pursuant to Government Code Section
57002(c), the Commission may waive protest proceedings in accordance with provisions in
Government Code Section 56663:

For a change of organization consisting of an annexation or a detachment, or a
reorganization consisting solely of annexations or detachments, or both, or the formation
of a county service area that would otherwise require the conduct of protest proceedings,
the commission may waive protest proceedings pursuant to Part 4 (commencing with
Section 57000) if all of the following have occurred:

a) The mailed notice pursuant to Section 56157 has been given to landowners and
registered voters within the affected territory.

b) The mailed notice discloses to the registered voters and landowners that unless
written opposition to the proposal is received before the conclusion of the
commission proceedings on the proposal, the commission intends to waive protest
proceedings. The notice shall disclose that there is potential for the extension or
continuation of any previously authorized charge, fee, assessment, or tax by the
local agency in the affected territory.

c) Written opposition to the proposal from landowners or registered voters within
the affected territory is not received before the conclusion of the commission
proceedings on the proposal.

Additionally, and per Government Code Section 56157(h),

“...If the total number of notices required to be mailed in accordance with subdivisions
(d) [landowners] and (f) [registered voters] exceeds 1,000, then notice may instead be
provided by publishing a display advertisement of at least one-eighth page in a
newspaper, as specified in Section 56153, at least 21 days prior to the hearing.”

Because the proposed reorganization territory includes more than 1,000 property owners
and registered voters, a public hearing notice for the proposal was published on February
12, 2018 in the San Diego Union-Tribune as shown in Attachment 5. The public hearing
notice for the proposal included the required language regarding the intent of the
Commission to waive protest proceedings; the need for submittal of any written
opposition prior to the conclusion of proceedings; and the potential for the extension or
continuation of any previously authorized charge, fee, assessment, or tax by the local
agency in the affected territory. Assuming no written objections are received prior to the
close of the public hearing it is recommended the Commission waive protest hearings in
step with any approval.
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ALTERNATIVES FOR ACTION

The following alternative actions are available to San Diego LAFCO and can be
accomplished through a single-approved motion.

Alternative One (Recommended):

a)

b)

f)

g)

Accept and incorporate the analysis of the report prepared by staff.

Find in accordance with the Executive Officer's determination, that pursuant to Section
15061(b)(3) of the State CEQA Guidelines, the sphere of influence amendments and the
“Tri-City Healthcare District Reorganization” are not subject to the environmental
impact evaluation process because it can be seen with certainty that there is no
possibility for the proposed project to significantly impact the environment, and the
activity is not subject to CEQA; and

Amend the coterminous sphere of influence of Tri-City Healthcare District and adopt
the written Statement of Determinations as shown in Exhibit A; and

Amend the coterminous sphere of influence of Palomar Health Healthcare District and
adopt the written Statement of Determinations as shown in Exhibit B; and

Adopt Special Study Area designations for the incorporated territory of the Cities of
Carlsbad and Vista presently located within the Palomar Health Healthcare District as
shown in Map 7; and

Approve the proposed ‘Tri-City Healthcare District Reorganization” involving
annexation of approximately 8,232.206-acres to the Tri-City Healthcare District as
shown in Map 1; detachment of approximately 25,657.79-acres from the Tri-City
Healthcare District as shown in Maps 2 & 4; annexation of approximately 57.35-acres to
the Palomar Health Healthcare District as shown in Map 4; and, Detachment of
approximately 2,747.37-acres from the Fallbrook Regional Healthcare District as shown
in Map 3; and

Adopt the form of resolution approving the sphere amendments and reorganization
for the reasons set forth in the Executive Officer’s Report, waiving the Conducting
Authority proceedings according to Government Code Section 56663(c), and ordering
the reorganization subject to the following conditions: That recordation of the “Tri-City
Healthcare District Reorganization” occur following the receipt by the Executive
Officer of an agreement between the Tri-City Healthcare District and the Fallbrook
Regional Healthcare District regarding the exchange of property tax revenues
associated with the detachment of City of Oceanside incorporated territory.
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Alternative Two:

a) Continue consideration of the item to a time-specified regular meeting and provide
direction to staff for additional information as needed.

Alternative Three:

a) Disapprove the proposal.

RECOMMENDATION

Staff recommends proceeding with Alternative One as summarized in the preceding
section. These actions would be consistent with determinations adopted by the
Commission in its earlier MSR/SOI in 2015 covering the affected agencies and helps to
rationalize HD boundaries in northern San Diego County in step with Healthcare District law
and its prohibitions on dividing municipal territory among multiple HDs. This includes noting
approval will result in the consolidation of the presently unserved incorporated territory of the
Cities of Carlsbad, Oceanside, and Vista within the Tri-City HD; reorganize the City of Oceanside
territory presently within the Fallbrook Regional HD with the Tri-City HD; and reorganize the
City of San Marcos territory presently within the Tri-City HD with the Palomar Health HD.
Separately, the recommended Special Study Area designations will facilitate needed
discussions between Tri-City and Palomar Health HDs for a potential reorganization that would
unify the remaining incorporated territory of the Cities of Carlsbad and Vista within Tri-City HD.

PROCEDURES FOR CONSIDERATION

This item has been agenized for action as part of a noticed public hearing. The following
procedures, accordingly, are recommended in the consideration of this item:

1) Receive verbal report from staff;

2) Invite comments from the applicant or representatives

3) Open the hearing and invite audience comments (mandatory); and

4) Close the hearing, discuss item, and consider action on recommendation.

On behalf of staff,

—

— = Attachments:
’%) D —
o (_, 1) Vicinity Maps (1-7)

2) Statement of Determinations — Tri-City HD Sphere Amendment (SA17-09a)

Robert Barry, AICP 3) Statement of Determinations — Palomar Health HD Sphere Amendment (SA17-09b)
. . 4) Proposal Review Factors — Per Government Code Sections 56668 & 56668.3
Chief POhcy AnalySt 5) Proof of Publication
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ATTACHMENT TWO

RECOMMENDED STATEMENT OF DETERMINATIONS

PROPOSED AMENDMENTS TO THE COTERMINOUS
SPHERE OF INFLUENCE FOR THE
TRI-CITY HEALTHCARE DISTRICT

“Tri-City Healthcare District Reorganization” (SA17-09a)

The following statement of determinations is prepared pursuant to section 56425 of the
Government Code for designation of the areas shown on the attached maps as amendments
to the coterminous sphere of influence for the Tri-City Health Care District (HD). A written
statement specifying the functions or classes of services provided by the Tri-City HD and
establishing the nature, location, and extent of the functions or classes of District services is
on file with LAFCO.

(1) The present and planned land uses in the area, including agricultural and open
space lands.

The three proposed sphere of influence amendment areas (Areas B, C, and D) for the Tri-City
HD include portions of the incorporated territory of the Cities of Carlsbad, Oceanside, and
Vista as follows:

e Area B - totaling approximately 2,553-acres of combined City of Carlsbad and City of
Vista incorporated territory

e Area C-totaling approximately 5,679-acres of City of Carlsbad incorporated territory

e Area D - totaling approximately 2,747.37-acres of City of Oceanside incorporated
territory

Present and planned land uses within the three proposed amendment areas, including any
agricultural and open space uses, are governed by the General Plan and land use
designations of the respective City. No changes to the present or planned land uses within
the proposal areas are associated with the proposed sphere of influence amendments.

(2) The present and probable need for public facilities and services in the area.

The three proposed sphere of influence amendment areas for the Tri-City HD include
portions of the incorporated territory of the Cities of Carlsbad, Oceanside, and Vista. The
three affected cities either directly provide public facilities and services within their
respective incorporated boundaries or receive those facilities and services from existing
special district service providers.

The proposed sphere of influence amendments and the associated “Tri-City Healthcare
District Reorganization” involve changes to adopted spheres of influence and service areas
of existing healthcare districts and are not anticipated to have an effect on 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.

On May 4, 2015, the San Diego LAFCO approved the Five-Year Sphere of Influence and Service
Review: San Diego County Health Care Services Municipal Service Review and Health Care
District Sphere of Influence Review, and the Commission affirmed the coterminous sphere of
influence for the Tri-City HD. The Commission also designated local areas containing
medically underserved or understaffed communities and areas of high poverty as social or
economic communities of interest relevant to the HD; and designated these areas as LAFCO
Special Study Areas. The Commission concluded that the Tri-City HD is adequately providing
health care services within its service area and sphere, is accountable for the local
community’s service needs, and that the Tri-City HD hospital facilities have adequate
capacities for patient needs.

(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.

The Commission has determined that social or economic communities of interest of
relevance to Tri-City HD exist within local Medical Service Study Areas (MSSA) designated as
a Medically Underserved Area and/or Health Care Professional Shortage Area by the California
Office of Statewide Health Planning and Development (OSHPD); and within local areas
identified with poverty levels above the regional average of 14.4% (SANDAG 2013). The
MSSAs located adjacent to the Tri-City HD service area and sphere that contain existing
social or economic communities of interest have been designated as Special Study Areas to
encourage local health care service planning and identify inhabited areas to be considered
for potential inclusion in subsequent sphere reviews.

(5) For an update of a 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, that occurs pursuant to subdivision (g) on or after July
1, 2012, the present and probable need for those public facilities and services of
any disadvantaged unincorporated communities within the existing sphere of
influence.

The proposed “Tri-City Healthcare District Reorganization” includes three amendment areas
for the Tri-City HD sphere of influence and does not involve an update to the Tri-City HD’s
adopted sphere. In addition, Tri-City HD is authorized to provide healthcare services,
programs, and facilities and does not provide public facilities or services related to sewers,
municipal/industrial water, or structural fire protection; therefore, the determination does
not apply to the proposed Tri-City HD sphere amendments.



ATTACHMENT THREE

RECOMMENDED STATEMENT OF DETERMINATIONS

PROPOSED AMENDMENT TO THE COTERMINOUS
SPHERE OF INFLUENCE FOR THE
PALOMAR HEALTH HEALTHCARE DISTRICT

“Tri-City Healthcare District Reorganization” (SA17-09b)

The following statement of determinations is prepared pursuant to section 56425 of the
Government Code for designation of the area shown on the attached map as an amendment
to the coterminous sphere of influence for the Palomar Health HealthCare District (HD). A
written statement specifying the functions or classes of services provided by the Palomar
Health HD and establishing the nature, location, and extent of the functions or classes of
District services is on file with LAFCO.

(1) The present and planned land uses in the area, including agricultural and open
space lands.

The proposed sphere of influence amendment area (Area E) includes approximately 57.35-
acres of City of San Marcos incorporated territory that is presently located within the sphere
of influence and authorized service area of the Tri-City Healthcare District (HD). Present and
planned land uses within the proposed amendment area, including any agricultural and open
space uses, are governed by the General Plan and land use designations of the City of San
Marcos. No changes to the present or planned land uses within the proposal area are
associated with the proposed sphere of influence amendment.

(2) The present and probable need for public facilities and services in the area.

The proposed sphere of influence amendment area for the Palomar Health Healthcare
District (HD) includes a portion of the incorporated territory of the City of San Marcos. The
City of San Marcos and existing Special Districts serve and plan for the present and probable
needs for public facilities and services within the City’s incorporated boundary.

The proposed sphere of influence amendment and the associated “Tri-City Healthcare
District Reorganization” involve changes to adopted spheres of influence and service areas
of existing healthcare districts and are not anticipated to have an effect on 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.

On May 4, 2015, the San Diego LAFCO approved the Five-Year Sphere of Influence and Service
Review: San Diego County Health Care Services Municipal Service Review and Health Care
District Sphere of Influence Review, and the Commission affirmed the coterminous sphere of
influence for the Palomar Health HD. The Commission also designated local areas containing
medically underserved or understaffed communities and areas of high poverty as social or



economic communities of interest relevant to the HD, and designated these areas as LAFCO
Special Study Areas. The Commission concluded that the Palomar Health HD is adequately
providing health care services within its service area and sphere, is accountable for the local
community’s service needs, and that the Palomar Health HD hospital facilities have adequate
capacities for patient needs.

(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.

The Commission has determined that social or economic communities of interest of
relevance to Palomar Health HD exist within local Medical Service Study Areas (MSSA)
designated as a Medically Underserved Area and/or Health Care Professional Shortage Area by
the California Office of Statewide Health Planning and Development (OSHPD); and within
local areas identified with poverty levels above the regional average of 14.4% (SANDAG 2013).
The MSSAs located adjacent to the Palomar Health HD service area and sphere that contain
existing social or economic communities of interest have been designated as LAFCO Special
Study Areas to encourage local health care service planning and identify inhabited areas to
be considered for potential inclusion in subsequent sphere reviews.

(5) For an update of a 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, that occurs pursuant to subdivision (g) on or after July
1, 2012, the present and probable need for those public facilities and services of
any disadvantaged unincorporated communities within the existing sphere of
influence.

The proposed “Tri-City Healthcare District Reorganization” includes one amendment area
for the Palomar Health HD sphere of influence and does not involve an update to the
Palomar Health HD’s adopted sphere. In addition, Palomar Health HD is authorized to
provide healthcare services, programs, and facilities and does not provide public facilities or
services related to sewers, municipal/industrial water, or structural fire protection;
therefore, the determination does not apply to the proposed Palomar Health HD sphere
amendment.



ATTACHMENT FOUR

ANALYSIS OF REVIEW FACTORS
PER GOVERNMENT CODE SECTION 56668
“TRI-CITY REORGANIZATION” (SA17-09a/b; RO17-09)

Government Code Section 56668. Factors to be considered in the review of a proposal shall
include, but not be limited to, all of the following:

(a) Population and population density; land area and land use; per capita
assessed valuation; topography, natural boundaries, and drainage basins;
proximity to other populated areas; the likelihood of significant growth
in the area, and in adjacent incorporated and unincorporated areas,
during the next 10 years.

The proposed “Tri-City Healthcare District Reorganization” involves five separate proposal
areas in northern San Diego County that include portions of incorporated territory of the
Cities of Carlsbad, Oceanside, San Marcos, and Vista. Summaries of the affected cities follow:

The City of Carlsbad is bordered by the City of Oceanside to the north; the Cities of Vista and
San Marcos to the east; the City of Encinitas to the south; and the Pacific Ocean to the west.
The Carlsbad coastline includes three large beaches: South Carlsbad State Beach; Carlsbad
State Beach; and North Carlsbad State Beach. As of 2016, the San Diego Association of
Governments (SANDAG) reports that Carlsbad has an estimated population of 112,930
people, averages 2.59 persons per household, and has a median household income of
$98,393. The population of Carlsbad is projected to increase by approximately 10.3% to
124,518 by 2050 or 0.3% annually (SANDAG Series 13 Regional Growth Forecast, 2013).
Significant growth is not anticipated during the next 10 years.

The City of Oceanside is bordered by the Marine Corps Base Camp Pendleton to the north;
the City of Vista to the east; the City of Carlsbad to the south; and the Pacific Ocean to the
west. Oceanside is the third most-populous city in San Diego County. As of 2016, SANDAG
reports that the City of Oceanside has an estimated population of 175,948, averages 2.88
persons per household, and has a median household income of $61,456. The population of
Oceanside is projected to increase by approximately 7.6% to 189,377 by 2050 or 0.2% annually
(SANDAG Series 13 Regional Growth Forecast, 2013). Significant growth is not anticipated
during the next 10 years.

The City of San Marcos is bordered by the unincorporated community of Twin Oaks to the
north; the City of Escondido to the east; the unincorporated communities of Elfin Forest and
Rancho Santa Fe to the south; and the Cities of Carlsbad and Vista to the west. As of 2016,
the City of San Marcos has an estimated population of 93,295, averages 3.13 persons per
household, and has a median household income of $60,118. The population of San Marcos is
projected to increase by approximately 21.1% to 113,015 by 2050 or 0.6% annually (SANDAG
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Series 13 Regional Growth Forecast, 2013). While significant growth is not anticipated, the
projected population growth rate indicates the likelihood of growth in the area and in
adjacent incorporated and unincorporated areas during the next 10 years.

The City of Vista is bordered by the unincorporated community of Bonsall to the north; the
City of San Marcos to the east; the City of Carlsbad to the south; and the City of Oceanside to
the west. As of 2016, the City of Vista has an estimated population of 98,896, averages 3.21
persons per household, and has a median household income of $54,995. The population of
Vista is projected to increase by approximately 27.9% to 126,455 by 2050 or 0.8% annually
(SANDAG Series 13 Regional Growth Forecast, 2013). While significant growth is not
anticipated, the projected population growth rate indicates the likelihood of growth in the
area and in adjacent incorporated and unincorporated areas during the next 10 years.

(b) The need for organized community services; the present cost and adequacy
of governmental services and controls in the area; probable future needs for
those services and controls; probable effect of the proposed incorporation,
formation, annexation, or exclusion and of alternative courses of action on
the cost and adequacy of services and controls in the area and adjacent
areas. "Services," as used in this subdivision, refers to governmental services
whether or not the services are services which would be provided by local
agencies subject to this division, and includes the public facilities necessary
to provide those services.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization involves five separate proposal areas in northern
San Diego County that include portions of incorporated territory of the Cities of Carlsbad,
Oceanside, San Marcos, and Vista.

Organized community (public) services within the proposal areas are presently provided by
the respective Cities and the various local Special District service providers as summarized
below, and have been independently evaluated by LAFCO as part of recent municipal service
reviews.' While no new healthcare facilities or programs are associated with the proposed
reorganization, the Tri-City HD states that annexation of the proposal areas will allow the
District to open, market, and expand special operations, host health awareness events,
participate in community outreach, and open needed primary care and specialty care clinics
and offices within largely whole incorporated boundaries®. The following is a summary of the

' The municipal services and spheres of influence of the Cities of Carlsbad and Oceanside were most recently reviewed and affirmed in
2016; the Cities of San Marcos and Vista were most recently reviewed and affirmed in 2008 and 2012. The municipal services and spheres of
influence of the local Special District service providers were reviewed and affirmed in 2013, including the Carlsbad Municipal Water District;
and the San Dieguito Water District.

% The provision of services by a Special District is generally limited to the District’s authorized service area. However, Healthcare Districts have
the power to provide healthcare programs, services, and facilities “..at any location within or without the district for the benefit of the district
and the people served by the district.” [Health and Safety Code Section 32121 (j)]
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public services provided within the respective incorporated territory of Carlsbad, Oceanside,
San Marcos, and Vista:

The City of Carlsbad provides fire protection and police services city-wide, and water
and wastewater services to portions of the City. The subsidiary Carlsbad Municipal
Water District (MWD) provides water services to the majority of the City territory.
The southeastern portion of Carlsbad receives water service from the Olivenhain
MWD or the Vallecitos Water District (WD); and wastewater services from the
Vallecitos WD or the Leucadia Wastewater District (WWD). Trash hauling and disposal
service is provided by contract with Waste Management, Inc.

The City of Oceanside provides fire protection, police, wastewater, and water
services city-wide. The Rainbow MWD and the Vista Irrigation District (ID) provide
water service to limited eastern portions of Oceanside. The Oceanside Small Craft
Harbor District (a dependent district of the City of Oceanside) is responsible for
public marine facilities and leasehold improvements in Oceanside Harbor and
adjacent Oceanside shoreline. Trash hauling and disposal services are provided by
contract with Waste Management, Inc.

The City of San Marcos provides fire protection and emergency medical services city-
wide via the subsidiary San Marcos Fire Protection District (FPD), which also provides
fire protection and emergency medical services to unincorporated territory within
and adjacent to the City’s sphere of influence. Police service is provided by contract
with the San Diego County Sheriff. Water and wastewater services are primarily
provided to San Marcos by the Vallecitos WD. The Olivenhain MWD, Vista ID, and the
Rincon Del Diablo MWD also provide water service to small portions of San Marcos.
Solid waste and recycling services are provided by contract with EDCO Disposal.

The City of Vista provides fire protection and wastewater services city-wide. Police
services are provided by contract with the San Diego County Sheriff. The Vista ID
provides water service to the City of Vista and surrounding unincorporated areas.
Wastewater services are provided to the southwest portion of Vista and adjacent
unincorporated territory by the Buena Sanitation District (SD), a subsidiary district of
the City of Vista. The Vallecitos WD provides water and wastewater service to a small
portion of northeast Vista. Trash hauling and disposal service is provided by contract
with EDCO Disposal.

No changes to the existing public service arrangements or level of provided services within
the proposal areas are proposed as part of the subject reorganization. The proposed
reorganization involves realignments of HD service areas and spheres and no new
healthcare facilities or programs are proposed to be provided within the proposal areas at
this time. Therefore, the proposed reorganization is not expected to affect the need for
organized community services; the present cost and adequacy of governmental services and
controls in the area; the probable future needs for those services and controls; or the cost
and adequacy of services and controls in the area and adjacent areas.
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(c) The effect of the proposed action and of alternative actions, on adjacent
areas, on mutual social and economic interests, and on the local
governmental structure of the county.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments are not anticipated to
have direct effects on adjacent areas, on mutual social and economic interests, or on the
governmental structure of the county.

(d) The conformity of both the proposal and its anticipated effects with both the
adopted commission policies on providing planned, orderly, efficient patterns
of urban development, and the policies and priorities in Section 56377.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments are not anticipated to
have direct effects on adopted commission policies regarding the provision of planned,
orderly, efficient patterns of urban development, or the policies and priorities in Section
56377.

(e) The effect of the proposal on maintaining the physical and economic
integrity of agricultural lands, as defined by Section 56016.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments are not anticipated to
have any effects on maintaining the physical and economic integrity of agricultural lands, as
defined by Section 56016.

(f) The definiteness and certainty of the boundaries of the territory, the
nonconformance of proposed boundaries with lines of assessment or
ownership, the creation of islands or corridors of unincorporated
territory, and other similar matters affecting the proposed boundaries.

The proposed ‘“Tri-City Healthcare District Reorganization” application included the
submittal of metes and bounds legal geographic descriptions and maps for the five separate
proposal areas. The submitted maps and legal descriptions been reviewed by the County
Assessor’s office for confirmation of the proposal boundaries and calculation of assessed
valuation, and for conformance with State Board of Equalization mapping requirements for
proposed jurisdictional changes. There are a number of healthcare district service areas
within the proposal territory that are in nonconformance with lines of assessment or
ownership. For these affected parcels, the Assessor will create deviated Tax Rate Areas to
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reflect the nonconforming portions of the parcel. The subject proposal will not create
islands or corridors of unincorporated territory.

(8) A regional transportation plan adopted pursuant to Section 65080.

In 2016, SANDAG adopted the Regional Transportation Improvement Program (RTIP) for the
San Diego Region. The proposed “Tri-City Healthcare District Reorganization” involves
reorganization of the local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook
Regional HD, and includes amendments to the adopted spheres of influence for Tri-City HD
and Palomar Health HD. The proposed reorganization and sphere amendments are not
anticipated to have any effects on the RTIP within the proposal area.

(h) The proposal's consistency with city or county general and specific plans.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments do not include any
changes to existing city or county general and specific plans or land use/zoning designations
within the proposal area.

(i) The sphere of influence of any local agency which may be applicable to
the proposal being reviewed.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed sphere amendments are necessary so that the proposal’s
jurisdictional changes are consistent with the affected agencies’ spheres.

(j) The comments of any affected local agency or other public agency.

The Tri-City HD is the proponent for the proposed “Tri-City Healthcare District
Reorganization” and has submitted a resolution of application to initiate LAFCO
proceedings. The other two affected HDs - Fallbrook Regional HD and Palomar Health HD -
have provided written support for the proposal. LAFCO has not received any other
comments from affected agencies or other public agencies regarding the proposed
reorganization.

(k) The ability of the newly formed or receiving entity to provide the services
which are the subject of the application to the area, including the
sufficiency of revenues for those services following the proposed
boundary change.

In 2015, San Diego LAFCO approved the “5-Year San Diego County Healthcare Services
Municipal Service Review and Healthcare Districts Sphere of Influence Review” (MSR/SOI).
The Commission’s 2015 MSR/SOI determinations affirmed the adopted spheres of influence
for the local healthcare districts and confirmed the adequacy of their provision of healthcare
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services. The proposed “Tri-City Healthcare District Reorganization” involves annexation of
unserved incorporated territory to the Tri-City Healthcare District, and reorganizations of
existing healthcare district territory between the Tri-City Healthcare District and the
Fallbrook Regional Healthcare District, and, between the Tri-City Healthcare District and the
Palomar Health Healthcare District. The Commission’s 2015 MSR/SOI determinations
confirmed the local healthcare districts’ adequate financial ability to provide healthcare
services, while also noting that the independent hospital operations of the Fallbrook
Regional Healthcare District, the Palomar Health Healthcare District, and the Tri-City
Healthcare District appeared to be unsustainable in the competitive healthcare market
without partnerships with larger healthcare systems such as the leasing agreement between
the Grossmont Healthcare District and the Scripps Healthcare System.

() Timely availability of water supplies adequate for projected needs as
specified in Section 65352.5.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments will not affect water
supplies or water service within the proposal area.

(m) The extent to which the proposal will affect a city or cities and the county
in achieving their respective fair shares of the regional housing needs as
determined by the appropriate council of governments consistent with
Article 10.6 (commencing with Section 65580) of Chapter 3 of Division 1 of
Title 7.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments will not affect the cities
and the County in achieving their respective fair shares of the regional housing needs within
the proposal area.

(n) Any information or comments from the landowner or owners, voters, or
residents of the affected territory.

LAFCO has not received any comments from landowners, voters, or residents of the
affected territory regarding the proposed “Tri-City Healthcare District Reorganization.”

(o) Any information relating to existing land use designations.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
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Health HD. The proposed reorganization and sphere amendments do not include any
changes to existing city or county land use or zoning designations within the proposal area.

(p) The extent to which the proposal will promote environmental justice. As
used in this subdivision, "environmental justice” means the fair
treatment of people of all races, cultures, and incomes with respect to
the location of public facilities and the provision of public services.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed reorganization and sphere amendments are not anticipated to
directly affect the promotion of environmental justice within the proposal area.

Government Code Section 56668.3 (District annexation). (a) If the proposed change of
organization or reorganization includes a city detachment or district annexation, except a
special reorganization, and the proceeding has not been terminated based upon receipt of a
resolution requesting termination pursuant to either Section 56751 or Section 56857, factors to
be considered by the commission shall include all of the following:

1) In the case of district annexation, whether the proposed annexation will be for the
interest of landowners or present or future inhabitants within the district and
within the territory proposed to be annexed to the district.

The proposed “Tri-City Healthcare District Reorganization” involves reorganization of the
local service areas of the Tri-City HD, Palomar Health HD, and Fallbrook Regional HD, and
includes amendments to the adopted spheres of influence for Tri-City HD and Palomar
Health HD. The proposed sphere amendments and reorganization will be for the interest of
landowners and present and future inhabitants within the district and within the territory
proposed to be annexed to the district. The Tri-City HD has stated in its resolution of
application as the initiating proponent that the proposed reorganization will provide specific
benefits to the proposal areas as follows:

e Annexation of the proposal areas into Tri-City HD will allow the District to open,
market, and expand special operations, host health awareness events, participate in
community outreach, and open needed primary care and specialty care clinics and
offices within largely whole incorporated boundaries.

e Annexation into Tri-City HD will provide a better accounting of the unique healthcare
needs of the proposed areas by aligning its jurisdictional boundary to largely whole
incorporated boundaries. Tri-City HD is required to submit a significant amount of
data to the Office of Statewide Health Planning and Development (OSHPD) and the
Department of Healthcare Services. Such reporting is done annually and is disclosed
online. Tri-City HD also provides standardized reports to the Centers for Medicare &
Medicaid Services. Tri-City HD states that, since the late 1990s, nonprofit hospitals in
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California have been subject to requirements for the assessment of community
health needs, and must then respond to those needs on a regular basis. Following
the passage of the Affordable Care Act, nonprofit hospitals are required to assess
community needs in a robust and data-driven fashion and articulate how they plan to
use their community benefit programs and funds to respond to those needs. As a
result, many District Hospital community benefit programs, like those at Tri-City HD,
have caught up to the rest of health philanthropy in terms of best practices related
to disease prevention and addressing social detriments of health (such as disease
prevention, healthy lifestyles, education, and behavioral health). Including the
residents of Shadowridge (Vista) and Carlsbad into these measurements and services
will provide meaningful outcome data to enhance their health and wellbeing.

Tri-City HD will be able to engage members of these local and largely whole
incorporated communities to better educate their residents on services the District
provides. Tri-City HD will be better able to inform district residents of its goals and
accomplishments, emphasizing its work in areas into which private sector and for-
profit healthcare systems are unable or unwilling to venture.
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AGENDA REPORT
Business | Discussion

March 5, 2018

TO: San Diego Commissioners
FROM: Keene Simonds, Executive Officer
SUBJECT: Retirement Pension Benefits |
Review of Available Options for New Employees
SUMMARY

The San Diego Local Agency Formation Commission (LAFCO) will receive a
report summarizing existing retirement pension benefits provided to
employees along with reviewing alternative options for new hires
proceeding forward. The report responds to Commission direction to review
options in step with approving the proposed 2018-2019 operating budget
and provisions therein to fill new analyst positions. The report recommends
LAFCO maintain its existing policies to align pension benefits with the
County without deviation at this time while identifying three related follow
up items for future review and potential action. The report is being provided
for discussion and potential direction to staff.

BACKGROUND

Compensation Policies

San Diego LAFCO’s policies provide employees shall generally receive the
same compensation as provided for comparable positions with the County
of San Diego. The policies also specify compensation shall include pay, health
insurance, and retirement benefits. These policies were established in 1971
with the inaugural adoption of the Personnel Rules and corresponded with
transitioning the Executive Officer position from being an employee with the
County to an employee of the Commission.

9335 Hazard Way e Suite 200 e San Diego, CA 92123
(858) 614-7755 ® FAX (858) 614-7766

www.sdlafco.org



San Diego LAFCO
March 5, 2018 Regular Meeting
Agenda Item No. 6 | Retirement Pension Benefits for New Employees

Pension Benefits and Funding

Consistent with the preceding policy provisions San Diego LAFCO provides all employees
defined retirement pension benefits. The benefit value to employees varies and based on
the applicable funding ratio at the time of hire. The ratio explicitly ties into the benefit
provided by the County to its employees and through the administration of the San Diego
County Employees Retirement Association (SDCERA). Current and pending ratios follow.

e The current pension benefit for new hires is based on a maximum funding ratio of
2.50% at 67 and referred to as “Tier C.” This ratio provides eligible retirees with 20
years of total service credit 50.0% of their highest three years of average salary
beginning at age 67 and continuing annually thereafter.

e The pension benefit for new hires will transition to “Tier D”” beginning July 1, 2018
and provide a maximum funding ratio of 1.62% at 65. This ratio will provide eligible
retirees with 20 years of total service credit 32.4% of their highest three years of
average salary beginning at age 65 and continuing annually thereafter.

Funding the retirement pension benefits is shared between employer (San Diego LAFCO)
and employees and based on contributions calculated by SDCERA. Contributions are based
on calculated percentages of employee salaries and updated annually through actuarial
valuations performed by SDCERA to help ensure the pension system is self-funded. The
employer generally covers two-thirds of the annual pension costs with the remaining one-
third covered by the employee. Proceeding into 2018-2019 the employer’s funding
contribution for Tier C employees will be 33.52% of the annual salary. This percentage
decreases to 31.27% for Tier D employees; a difference of approximately seven percent.’

DISCUSSION

This item is for San Diego LAFCO to review retirement benefit options for new hires. The
report responds to Commission direction to explore options in step with approving the
proposed 2018-2019 operating budget and provisions therein to fill three analyst positions.
The report is being provided for discussion and potential direction for staff to further
explore alternatives should it be the Commission’s collective preference.

The report and its review of retirement pension options has been prepared with assistance
from Commission Counsel Holly Whatley and Special County Counsel Rachel Witt. It is also
organized to address two central and sequential considerations underlying the
Commission’s interest in exploring retirement benefit options: (a) legal and (b) policy.
These considerations follow.

' At a salary of $60,000 - which serves as the approximate midpoint for the Local Governmental Analyst | position - the annual
monetary savings in employer contribution amounts by transition from Tier C to Tier D is $1,350.
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San Diego LAFCO
March 5, 2018 Regular Meeting
Agenda Item No. 6 | Retirement Pension Benefits for New Employees

Legal Considerations

San Diego LAFCO is an independent governmental agency operating under the legislative
authority of the Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 or
CKH. This legislation specifies the Commission is authorized to make its own provisions —
including entering into agreements or contracts with public and private parties — necessary
to meet its regulatory and planning responsibilities. This includes specific allowance to
contract for retirement, health, and medical benefits for all personnel (Government Code
Section 56385). This legislation ensures the Commission has complete discretion - and
among other items - in choosing whether to employ its own personnel as well as provide
personnel with retirement benefits.

Policy Considerations

As earlier referenced San Diego LAFCO has exercised its discretion under CKH to employ its
own personnel as well as provide defined retirement pension benefits. These decisions
emanate from a series of policy actions starting in 1971 with the Commission decision to
appoint its own Executive Officer beginning with former County Administrative Analyst
Shirley “Skip” Schmidt.> This decision was complimented by the Commission establishing
its Personnel Rules to specify all employees shall generally receive the same compensation
as provided for comparable County positions. The Commission also adopted a resolution in
1971 to provide retirement benefits to the Executive Officer and future personnel through
SDCERA. These policies — and specifically setting compensation to be consistent with
comparable County positions and use of SDCERA for pension benefits — have remained
substantively untouched since their establishment in 1971.

ANALYSIS

As enumerated in the above section San Diego LAFCO has the legal authority to
independently establish retirement pension benefits to personnel as the Commission
collectively sees fit. However, and pertinently, the Commission is constrained under policy
in readily making changes to either separate or deviate from the pension benefits provided
by the County through its administrative surrogate, SDCERA. These constraints apply to
the query raised at the February meeting with regard to whether the Commission could
assign Tier D and its lower pension provisions to new hires before this plan goes into effect
for the County on July 1, 2018. Further, and apart from the internal policy considerations,
creating a different pension plan would require external cooperation from a benefits
provider and presumably SDCERA; the latter of which is probable but involves a process.
Specific and sequential items meriting attention underlying the Commission’s options to
separate or deviate (i.e., apply Tier D to hires ahead of July 1**) from the County follows.

> Mr. Schmidt - and as an assigned County employee - previously served as LAFCO Executive Officer before his formal appointment by

the Commission. It is not clear in the records who was ultimately responsible at the County for assigning an Executive Officer at
LAFCO prior to the Commission assuming this authority in 1971.
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Item No. 1 | Adopted Policies

Any separation or deviation from the County involving retirement benefits provided
to personnel would require amendments to LAFCO policies. Adopting amendments
in-and-of-itself can be readily performed with minimal notice since LAFCO
employees are unrepresented per Commission Counsel. Proceeding with actual
amendments, however, would mark a substantive change and merits careful
Commission review given the policy itself to explicitly match benefits provided by
the County has been in continued effect for nearly 50-years.

Item No. 2 | Impacts on Recruitment and Retention

Consistent with the LAFCO staffing schedule approved for 2017-2018 the Executive
Officer initiated expanded recruitments in mid-January to fill two analyst positions.
Initial interviews with top candidates are scheduled for the week of February 26"
and will precede a second round of interviews with finalists in early March. Should
the interview process prove successful, it is expected one or both new analysts
would start in April. While no explicit commitments were made in the recruitment
announcements it is reasonable to assume candidates reviewed LAFCO’s
compensation policies online and ahead of applying, and in doing so would expect a
pension benefit at Tier C. Should the Commission want to proceed with policy
amendments to change the pension plan for new hires to a lower level - such as
Tier D — it is realistic to assume top candidates may be dissuaded in accepting
employment offers. Also looking ahead it is reasonable to assume retaining new
hires placed at Tier D either before or after July 1** will be more challenging given
the more competitive pension plans currently offered by most other LAFCOs.

Item No. 3 | SDCERA Approval

Should LAFCO desire to proceed with policy amendments (Item No. 1) while also
navigating the recruitment/retention issues (Item No. 2) the creation of a different
pension plan and/or benefit formula would require approval by SDCERA as the
presumed administrator.> Markedly, and per Special Counsel, approval would likely
require LAFCO to independently prepare its own actuarial evaluation under Public
Employees’ Pension Reform Act or PEPRA for certification by SDCERA. This latter
requirement is not considered overtly substantive, but it would involve unbudgeted
costs and resources and presumably take at least 45 days to address.

ALTERNATIVES FOR ACTION

This item is being presented for discussion and potential direction to staff with respect to
returning with additional information and/or items for formal action.

3 San Diego LAFCO could also contract with another benefit administrator, such as CalPERS.
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RECOMENDATION

Drawing from the preceding analysis the Executive Officer believes the best available option
to San Diego LAFCO at this time is to maintain existing policies to explicitly match pension
benefits provided by the County for new hires. Maintaining the status-quo would follow
nearly 50 years of continued practice - including following the lead of the County in
establishing and timing changes in pension benefits — and allow the current recruitment of
two new analysts to proceed without impediment. It would also help incentivize retention
going forward for the new hires by providing a competitive pension plan relative to plans
offered by other LAFCOs. These benefits appear to substantively outweigh the monetary
savings in making an immediate change and specific to applying Tier D to new hires ahead
of July 1*; the latter of which is valued in the first year at $2,700 less implementing expenses
and potential opportunity costs.*

Proceeding forward the Executive Officer recommends three related items be further
explored and returned to the Commission at future meetings for discussion and possible
action. First, and in consultation with Counsels, it would be appropriate to memorialize the
Commission’s decision to follow the lead of the County in transitioning pension benefits for
hires on or after July 1, 2018 to Tier D. Second, and also in consultation with Counsels, it
would be appropriate for the Commission to review and update the Memorandum of
Understanding existing between LAFCO and the County given the document is nearly 50
years old and does not readily reflect current needs. Third, it would be prudent for LAFCO to
holistically review employee benefits and long-term priorities/preferences therein.

PROCEDURES

This item has been placed on the agenda for discussion as part of the business calendar.
The following procedures, accordingly, are recommended in the consideration of this item:

1) Receive verbal report from staff;
2) Invite comments from interested audience members (voluntarily); and

3) Discuss item and provide feedback as requested.

Respectfully,

Keene Simonds
Executive Officer

Attachments: none

* The monetary savings in year one is based on the hiring of two Local Governmental Analysts at the midpoint of the salary schedule.
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