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SUMMARY

The San Diego County Local Agency Formation Commission (LAFCO) will receive a final report
prepared as part of the Commission’s scheduled municipal service review on the Escondido
region. The final report represents the first of a two-part municipal service review and is
specific to addressing public services provided by the Deer Springs Fire Protection District
(FPD) and Rincon del Diablo Municipal Water District (MWD). The final report returns with
limited revisions from its earlier draft presentation in August and subsequent public review.
Staff recommends the Commission formally accept the final report along with adopting a
resolution making determinations on all of the factors required under statute as part of the
municipal service review directive. The report will inform future sphere of influence updates.

BACKGROUND
Municipal Service Reviews

State law directs San Diego LAFCO to regularly prepare municipal service reviews in
conjunction with updating each local agency’s sphere of influence. The legislative intent of
the municipal service review and its five-year cycle requirement is to proactively inform the
Commission and the general public therein with regard to the availability and sufficiency of
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governmental services relative to current and future community needs. Municipal service
reviews statutorily inform required sphere of influence updates and may also lead the
Commission to take other actions under its authority, such as forming, consolidating, or
dissolving one or more special districts.

Current Workplan |
Municipal Service Review on the Escondido Region: Part One and Part Two

San Diego LAFCO’s current workplan was adopted at a noticed hearing held on April 3, 2019
and outlines specific project goals for the fiscal year. This includes preparing a municipal
service review on the Escondido region and the three local agencies — Deer Springs FPD,
Rincon del Diablo MWD, and the City of Escondido — under Commission oversight that provide
one or more public services in the approximate 100 square mile area. The municipal service
review represents the first detailed report prepared by the Commission on the region since
the early 2000s and has been divided into two distinct phases. ‘“Part One” is specific to
providing anindependent assessment of the public services provided by Deer Springs FPD and
Rincon del Diablo MWD. “Part Two” is specific to assessing the City of Escondido and is being
separately prepared by the City as part of an earlier arrangement and will include additional
focus on an anticipated reorganization proposal involving the Harvest Hills (Safari Highlands)
development. Both phases will come under one cover once completed.

Draft Report and Public Review

Staff presented a draft municipal service review on Part One of the Escondido region and
specific to Deer Springs FPD and Rincon del Diablo MWD for discussion at San Diego LAFCO’s
August 5, 2019 meeting. The presentation included an overview by staff on key conclusions
and recommendations reflected in the draft and immediately preceded the initiation of a 45-
day public review and comment period through September 20, 2019. Two written comments
on the draft were provided by the City of Escondido and detail support for two
recommendations for the Commission to separately prepare a governance study and
determine wastewater responsibilities in the Harmony Grove area.' A written comment on
the draft was also provided by Rincon del Diablo MWD and - among other items — states
adoption of the final determinations made in Part One should be deferred to the completion
of Part Two. Copies of these written comments are attached.?

DISCUSSION

This item is for San Diego LAFCO to complete its scheduled municipal service review on Part
One of the Escondido region. This includes accepting a final report prepared by staff and
highlighted by an Executive Summary outlining key conclusions, recommendations, and
related determinations relative to the Commission’s growth management duties and
interests. This also includes adopting a resolution memorializing the municipal service review

' The recommendation for the Commission to prepare a governance study is specific to addressing the overlapping boundaries and services of the City of
Escondido and Rincon del Diablo MWD and provided as Recommendation No. 7 in the final report. The recommendation for the Commission to determine
wastewater service responsibilities in the Harmony Grove area is specific to City of Escondido and Rincon del Diablo MWD and is provided as
Recommendation No. 6 in the final report.

2 No other written comments on the draft were received.
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and approving abbreviated determinations drawn from the final report and addressing all of
the factors required for consideration under statute.

ANALYSIS

The final municipal service review on Part One of the Escondido region before San Diego
LAFCO remains generally intact and retains all key conclusions and recommendations
presented in the draft and outlined in the Executive Summary (Chapter Two). A relatively
small number of revisions — nonetheless — have been made and these include four substantive
changes to the Executive Summary. These four substantive changes are summarized below
in their sequential order in the final report.

e Recommendation No. 10 in the Executive Officer has been added to orient the
Commission to consider automatic aid agreements and the delivery of actual services
in helping to inform potential changes to the Deer Springs FPD sphere of influence.
This recommendation follows additional discussion with Deer Springs FPD.

e Determination No. 5.5(3) has been revised to provide additional prescription in
recommending Deer Springs FPD explore opportunities to evolve its relationship with
the County of San Diego consistent with the Commission’s policy objective to facilitate
the orderly expansion of the County Fire Authority. This revision follows additional
discussion with Deer Springs FPD.

e Determination No. 5.6(3) has been revised in recommending the Commission prepare
a future governance study in the region specific to addressing the overlapping
boundaries and services of the City of Escondido and Rincon del Diablo MWD to no
longer reference the option of creating a subsidiary district. This revision follows
comments from the Commission and eliminates the unintended inference that the
creation of a subsidiary district or any other specific option is preferred at this time.

e Determination No. 5.6(6) has been added and details the benefit to the Commission to
consider automatic aid agreements and actual service provision in step with
performing a subsequent sphere of influence update for Deer Springs FPD. This
addition produces Recommendation No. 10 as described above.

The remainder of the final report incorporates a limited number of technical corrections or
grammatical changes and are not considered substantive.

Last, and as noted in the preceding section, Rincon del Diablo MWD has commented they
believe the Commission should not proceed with the adoption of any final determinations
until the completion of Part Two and the municipal service review specific to the City of
Escondido. Staff respectfully disagrees given Part One has been purposefully prepared as a
stand-alone document to fulfill the Commission’s task to independently assess the availability
and sufficiency of municipal services provided by Rincon del Diablo MWD and Deer Springs
FPD. Staff does agree — however and has planned accordingly — to defer all subsequent
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actions in the region study to the completion of Part Two and the reconciliation of both
documents under one cover. This includes deferring all sphere updates and a recommended
governance study should they be added to the current or future workplan by the Commission.

RECOMMENDATION

It is recommended San Diego LAFCO proceed to formally accept the final municipal service
review on the Part One of the Escondido region and adopt a resolution approving related
and abbreviated determinations addressing all factors required under statute. This
recommendation is consistent with Alternative One as outlined in the succeeding section and
would complete the first phase of this municipal service review under the adopted workplan.

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) Accept the final report provided as Attachment One representing the scheduled
municipal service review on Part One of the Escondido region.

b) Adopt the attached resolution provided as Attachment Two making the requisite
determinations as required under statute as part of the scheduled municipal service
review on Part One of the Escondido region.

Alternative Two:
Continue the item and request additional information from staff as needed.

Alternative Three:
Take no action.

PROCEDURES FOR CONSIDERATION

This item has been placed on the agenda for action as part of a noticed public hearing. The
following procedures, accordingly, are suggested in the Commission’s consideration.

1) Receive verbal presentation from staff unless waived;
2) Open the hearing and invite audience comments; and
3) Close the hearing, discuss item, and consider action on recommendation.

On behalf of the Executive Officer,

/

Attachments:

/A( t\/// \/'/ Cvé/ 1) Final Report | MSR on the Escondido Region: Part One
J 7 e

2) Resolution Making Determinations
3) Written Comments on the Draft Report
. - Letter from the City of Escondido, dated August 16, 2019
Alex Vidal - Letter from the City of Escondido, dated September 20, 2019
- Letter from Rincon del Diablo MWD, dated September 25, 201
Analyst | P 2019
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CHAPTER ONE |
INTRODUCTION

1.0 LOCAL AGENCY FORMATION COMMISSIONS
1.1 Authority and Objectives

Local Agency Formation Commissions (LAFCOs) were
established in 1963 and are political subdivisions of the
State of California responsible for providing regional
growth management services in all 58 counties. LAFCOs’
authority is currently codified under the Cortese-Knox-
Hertzberg Local Government Reorganization Act of 2000
(““CKH”) with principal oversight provided by the Assembly
Committee on Local Government." LAFCOs are comprised
of locally elected and appointed officials with regulatory
and planning powers delegated by the Legislature to
coordinate and oversee the establishment, expansion, and
organization of cities, towns, and special districts as well as
their municipal service areas. LAFCOs’ creation were

Final Report October 2019

CoRrTESE-KNOX—HERTZBERG
LocAaL (GOVERNMENT
RI".DR(;’AN’[YJ\'I'}(JN A(j']' OF 2000

engendered by Governor Edmund “Pat” Brown Sr. (1959-1967) to more effectively address
the needs of California’s growing and diversifying population with an emphasis on promoting

governmental efficiencies. Towards this end, LAFCOs are commonly referred to as the

Legislature’s “watchdog” for local governance issues.?

Guiding LAFCOs’ regulatory and planning powers is to fulfill specific purposes and objectives
that collectively construct the Legislature’s regional growth management priorities outlined
under Government Code (G.C.) Section 56301. This statute reads:

““Among the purposes of the commission are discouraging urban sprawl, preserving open
space and prime agricultural lands, efficiently providing governmental services, and
encouraging the orderly formation and development of local agencies based upon local
conditions. One of the objects of the commission is to make studies and furnish information
to contribute to the logical and reasonable development of local agencies in each county and
to shape the development of local agencies so as to advantageously provide for the present

and future needs of each county and its communities.”

' Reference California Government Code Section 56000 et. seq.

? Inits ruling on City of Ceres v. City of Modesto, the 5% District Court of Appeals referred to LAFCOs as the “watchdog” of the Legislature

to “guard against the wasteful duplication of services.” (July 1969)
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LAFCO decisions are legislative in nature and therefore are not subject to an outside appeal
process. LAFCOs also have broad powers with respect to conditioning regulatory and
planning approvals so long as not establishing any terms that directly control land uses.

1.2 Regulatory Responsibilities

LAFCOSs’ principal regulatory responsibility involves approving

or disapproving all jurisdictional changes involving the LAFCOs have Dbeen responsible
since 1963 to oversee formation,

establishment, expansion, and reorganization of cities, expansion, reorganization, and
dissolution actions involving cities,
towns, and special districts in
also tasked with overseeing the approval process for cities,  california with limited exceptions.

towns, and most special districts in California.> LAFCOs are

towns, and special districts to provide new or extended

services beyond their jurisdictional boundaries by contracts or agreements. LAFCOs also
oversee special district actions to either activate new services and service classes or divest
existing services. LAFCOs generally exercise their regulatory authority in response to
applications submitted by affected agencies, landowners, or registered voters. Recent
amendments to CKH also authorize and encourage LAFCOs to initiate jurisdictional changes
to form, consolidate, and dissolve special districts consistent with community needs.

1.3 Planning Responsibilities

LAFCOs inform their regulatory actions through two central

. ST . . LAFCOs are tasked with planning the
planning responsibilities: (a) making sphere of influence e

location of future urban uses through
(“sphere”) determinations and (b) preparing municipal two interrelated activities:  (a)
X X . i establish and update spheres of
service reviews. Sphere determinations have been a core  jnfiuence as gatekeepers to future
planning function of LAFCOs since 1971 and serve as the  jurisdictional changes and (b) prepare
. , . « C municipal service reviews  to
Legislature’s version of “urban growth boundaries” with i dependently evaluate the availability
regard to cumulatively delineating the appropriate 2nd performance of governmental
. o services relative to community needs.
interface between urban and non-urban uses within each
county. Municipal service reviews, in contrast, are a relatively new planning responsibility
enacted as part of CKH and intended to inform - among other activities — sphere
determinations. The Legislature mandates, notably, all sphere changes as of 2001 be
accompanied by preceding municipal service reviews to help ensure LAFCOs are effectively
aligning governmental services with current and anticipated community needs. An expanded

summary of the function and role of these two planning responsibilities follows.

3 CKH defines “special district” to mean any agency of the State formed pursuant to general law or special act for the local performance of
governmental or proprietary functions within limited boundaries. All special districts in California are subject to LAFCO with the following
exceptions: school districts; community college districts; assessment districts; improvement districts; community facilities districts; and
air pollution control districts.
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Spheres of Influence

LAFCOs establish, amend, and update spheres for all cities, towns, and most special

districts in California to designate the territory it independently believes represents the

appropriate and probable future service areas and jurisdictional boundaries of the

affected agencies. Importantly, all jurisdictional changes, such as annexations and
detachments, must be consistent with the spheres of the affected local agencies with
limited exceptions as footnoted.# Further, an increasingly important role involving sphere

determinations relate to their use by regional councils of governments as planning areas

in allocating housing need assignments for counties, cities, and towns.

Starting January 1, 2008, LAFCOs must review and

update all local agencies’ spheres every five years.

Spheres serve as the Legislature’s version of
urban growth boundaries and - among

In making sphere determinations, LAFCOs are other items - delineates where cities,

required to prepare written statements addressing

towns, or districts may seek future
annexations or outside service approvals

five specific planning factors listed under G.C.  with LAFCOs. Al jurisdictional changes must

Section 56425. These mandatory factors range

be consistent with the affected agencies’
spheres with limited exceptions.

from evaluating current and future land uses to the

existence of pertinent communities of interest. The intent in preparing the written

statements is to orient LAFCOs in addressing the core principles underlying the sensible

development of local agencies consistent with the anticipated needs of the affected

communities. The five mandated planning factors are summarized in short-form below.

1.

Present and planned land uses in the area, including agricultural and open-space.
Present and probable need for public facilities and services in the area.

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

Existence of any social or economic communities of interest in the area.

If the city or special district provides water, sewer, or fire, the need for those
services in any disadvantaged unincorporated communities in the existing sphere.

4 Exceptions in which jurisdictional boundary changes do not require consistency with the affected agencies’ spheres include annexations
of State correctional facilities or annexations to cities/towns involving city/town owned lands used for municipal purposes with the latter
requiring automatic detachment if sold to a private interest.
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Municipal Service Reviews

Municipal service reviews serve as a centerpiece to CKH’s enactmentin 2001 and represent
comprehensive studies of the level, range, and performance of governmental services
provided within defined geographic areas. LAFCOs generally prepare municipal service
reviews to explicitly inform subsequent sphere determinations. LAFCOs also prepare
municipal service reviews irrespective of making any specific sphere determinations in
order to obtain and furnish information to contribute to the overall orderly development
of local communities. Municipal service reviews vary in scope and can focus on a particular
agency or governmental service. LAFCOs may use the information generated from
municipal service reviews to initiate other actions under their authority, such as forming,
consolidating, or dissolving one or more local agencies. Advisory guidelines on the
preparation of municipal service reviews were published by the Governor’s Office of
Planning and Research in 2003 and remain the lone statewide document advising LAFCOs
in fulfilling this mandate.

All municipal service reviews - regardless of their
intended purpose - culminate with LAFCOs preparing  Municipal service reviews fulfill the
. . . . Legislature’s interests in LAFCOs
written statements addressing seven specific service  regyiarly assessing the adequacy and
factors listed under G.C. Section 56430. This includes, Pperformance of local governmental
. . . services in order to inform possible
most notably, infrastructure needs or deficiencies, future actions ranging from sphere
growth and population trends, and financial standing. ~ determinations to reorganizations.
The seven mandated service factors are summarized

below in short-form with additional details footnoted.>

1. Growth and population projections for the affected area.

2. Location and characteristics of any disadvantaged unincorporated communities
within or contiguous to affected spheres of influence.

3. Present and planned capacity of public facilities, adequacy of public services, and
infrastructure needs or deficiencies.

4. Financial ability of agencies to provide services.

5. Status and opportunities for shared facilities.

> Determination No. 5 was added to the municipal service review process by Senate Bill 244 effective January 1, 2012. The definition of
“disadvantaged unincorporated community” is defined under G.C. Section 56330.5 to mean inhabited territory that constitutes all or a
portion of an area with an annual median household income that is less than 80 percent of the statewide annual median household income;
the latter amount currently totaling $53,735 (emphasis added).
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6. Accountability for community service needs, including structure and operational
efficiencies.

7. Matters relating to effective or efficient service delivery as required by policy.

1.4 LAFCO Decision-Making

LAFCOs are generally governed by 11-member board
comprising three county supervisors, three city StatelawdirectsallLAFCO members to

. . . o independently discharge their
councilmembers, three independent special district responsibilities for the good of the

region and irrespective of the interests

members, and two representatives of the general public. , = .
of their appointing authorities.

Some larger LAFCOs - including San Diego - also have

additional board seats dedicated to specific cities as a result of special legislation. All
members serve four-year terms and divided between “regulars” and “alternates” and must
exercise their independent judgment on behalf of the interests of residents, landowners, and
the public as a whole. LAFCO members are subject to standard disclosure requirements and
must file annual statements of economic interests. LAFCOs have sole authority in
administering its legislative responsibilities and decisions therein are not subject to an outside
appeal process. All LAFCOs are independent of local government with the majority employing
their own staff; an increasingly smaller portion of LAFCOs, however, choose to contract with
their local county government for staff support services. All LAFCOs, nevertheless, must
appoint their own Executive Officers to manage agency activities and provide written
recommendations on all regulatory and planning actions before the membership. All LAFCOs
must also appoint their own legal counsel.

1.5 Prescriptive Funding

CKH prescribes local agencies fully fund LAFCOs’ annual operating costs. Counties are
generally responsible for funding one-third of LAFCO’s annual operating costs with remainder
one-third portions allocated to the cities/ftowns and independent special districts. The
allocations to cities/towns and special districts are calculated based on standard formula using
general tax revenues unless an alternative method has been approved by a majority of the
local agencies. The funding proportions will also differ should the LAFCO have additional
representation as a result of special legislation. LAFCOs are also authorized to collect
proposal fees to offset local agency contributions.
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2.0 SAN DIEGO LAFCO

2.1 Adopted Policies and Procedures

The majority of San Diego LAFCO’s (“Commission’) existing policies and procedures were
initially established in the 1970s and subsequently updated in the 2000s in step with the
enactment of CKH. These policies and procedures collectively guide the Commission in
implementing LAFCO law in San Diego County in @ manner consistent with regional growth
management priorities as determined by the membership with sufficient discretion to address
local conditions and circumstances. This includes overarching policies and procedures to align
present and planned urban uses with existing cities and special districts and discourage
proposals that would convert prime agricultural and open-space lands unless otherwise
orderly relative to community needs and or sufficiently mitigated. The Commission has also
established pertinent policies and procedures specific to preparing sphere updates and
municipal service reviews. This includes direction to the Executive Officer to regularly prepare
municipal service reviews in appropriate scope and level to inform the Commission in
updating spheres in regular five-year intervals.

2.2 Commiission Information

San Diego LAFCO holds regular meetings on the first Monday of each month at the County of
San Diego Administration Center located at 1600 Pacific Highway in San Diego, California.
Meetings start at 9:00 A.M. Agenda materials are posted online generally no less than one
week in advance of a regular meeting. The current Commissioner roster follows.

San Diego LAFCO Membership

Current as of October 1, 2019

Chair Jo MacKenze
Vice Chair Dianne Jacob
Jim Desmond

Mark Kersey

Mary Casillas Salas
Andy Vanderlaan

Bill Wells

Barry Willis

Chris Cate, Alternate
Greg Cox, Alternate
Erin Lump, Alternate
Harry Mathis, Alternate
Paul McNamara, Alternate

Immediate Past Members in 2019:

Independent Special Districts
Board of Supervisors

Board of Supervisors

City of San Diego Council
Cities Selection Committee
Commission

Cities Selection Committee
Independent Special Districts
City of San Diego Council
Board of Supervisors
Independent Special Districts
Commission

Cities Selection Committee

Catherine Blakespear, Cities Selection Committee, City of Encinitas

Ed Sprague, Independent Special Districts, Olivenhain Municipal Water District
Serge Dedina, Cities Selection Committee, City of Imperial Beach (alt)

Judy Hanson, Independent Special Districts, Leucadia Wastewater District (alt)

Vista Irrigation District
County of San Diego

County of San Diego

City of San Diego

City of Chula Vista
Representative of the Public
City of El Cajon

Alpine Fire Protection District
City of San Diego

County of San Diego

Rincon del Diablo Municipal Water
Representative of the Public
City of Escondido
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2.3 Contact Information

San Diego LAFCO’s administrative office is located within the County of San Diego’s
Operations Center at 9335 Hazard Way in San Diego (Kearny Mesa). Visitor parking is
available. Appointments to discuss proposals or other matters are encouraged and can be
scheduled by calling 858.614.7755. Communication by email is also welcome and should be
directed to lafco@sdcounty.ca.gov. Additional information regarding San Diego LAFCO’s
programs and activities is also online by visiting www.sdlafco.org.
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CHAPTER TWO |
EXECUTIVE SUMMARY

1.0 OVERVIEW

This report is part of San Diego LAFCO’s scheduled

. . : : . f th i
municipal service review of the Escondido region in ¢ purpose of the report is to produce an

independent “snapshot” of the availability,
north-central San Diego County. The report has  adequacy, and performance of two of the three

. . agencies under Commission oversight in the
been prepared by staff and consistent with the Escondido region: Deer Springs FPD and Rincon
scope of work approved by the Executive Officer  del Diablo MWD. The Commission will draw on

. .. .. . . this information in guiding a subsequent sphere
and includes dividing the municipal service review .t informing future boundary changes,
into two distinct phases. This report covers “Part  and if merited serve as the source document to
’ L. . . . e initiate one or more reorganizations.

One” of the municipal service review and is specific

to providing an independent assessment of the public services provided by two of three local
agencies in the region subject to Commission oversight — Deer Springs Fire Protection District
(FPD) and Rincon del Diablo Municipal Water District (MWD) — and relative to the LAFCOs’
regional growth management duties and responsibilities. This includes evaluating the current
and future relationship between the availability, demand, and adequacy of these agencies’
municipal services. Information generated as part of the report will be used by the
Commission in (a) guiding subsequent sphere updates, (b) informing future boundary
changes, and - if merited - () initiating government reorganizations, such as special district

formations, consolidations, and/or dissolutions.

The third local agency included in the regional municipal service review is the City of Escondido
and will be covered in “Part Two.” This phase of the municipal service review is being
separately prepared by Escondido as part of an earlier arrangement with LAFCO staff and will
include additional focus on an anticipated reorganization proposal involving the Harvest Hills
(Safari Highlands) development. Both phases will come under one cover once completed.

1.1 Key Premises, Assumptions, and Benchmarks

The report has been oriented in scope and content to serve as an ongoing monitoring
program of the Escondido region and specifically Deer Springs FPD and Rincon del Diablo
MWD. It is expected San Diego LAFCO will revisit the report and key assumptions and
benchmarks therein approximately every five years consistent with the timetable set by the
Legislature and memorialized under adopted policy. This will also allow the Commission -
among other tasks — to assess the accuracy of earlier projections and make appropriate
changes in approach as needed as part of future reports. Key assumptions and benchmarks
affecting scope and content in this report follow.
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Looking Back | Determining the Data Collection Range or Report Period

The period for collecting data to inform the Commission’s analysis and related projections
on population growth, service demands, and finances has been set to cover the five-year
fiscal period from 2014 to 2018 with limited exceptions. This data collection period — which
covers the 60 months immediately preceding the start of work on the document -
purposefully aligns with the five-year timeline for the report with the resulting data trends
appearing most relevant in making near-term projections; i.e., data from the last five years
is most pertinent in projecting trends over the next five years.

Looking Forward | Setting the Report’s Timeframe

The timeframe for the report has been oriented to cover the next five-year period through
2023 with the former (five years) serving as the analysis anchor as contemplated under
State law. This timeframe is consistent with the five-year cycle prescribed for municipal
service reviews under G.C. Section 56430 and expected therein to inform all related sphere
of influence and boundary actions undertaken during this period involving Deer Springs
FPD and Rincon del Diablo MWD and unless otherwise merited.

Calculating Population Estimates and Projections

Past and current residential population estimates in the report draw on data generated by
Esri and their own mapping analyses of census tracts. This approach differs from past
Commission practice to utilize estimates by the San Diego Association of Governments or
SANDAG and done so given - and among other factors — the ability of Esri’s mapping
software to readily sync with special district boundaries. Projections over the succeeding
five-year period are made by LAFCO and apply the estimated growth trend in each service
area over the last 60 months with limited exceptions; i.e., population growth over the last
five years is generally expected to hold over the next five years.

Focusing on Macro-Level Determinations

The report focuses on central service outputs with respect to quantifying availability,
demand, and adequacy of municipal services provided in the Escondido region and specific
to Deer Springs FPD and Rincon del Diablo MWD. A prominent example involves focusing
on annual system-wide demands (water usage, onsite responses, etc.) generated during
the five-year report period as opposed to specific areas or zones. This approach informs
macro-level determinations for all mandatory factors under statute. When applicable, the
report notes the need for more micro-level analysis as part of addendums or future
municipal service reviews.
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Benchmarking Infrastructure Needs and Deficiencies

Similar to the preceding factor the report and its analysis focuses on average system
demands generated in each affected agency’s service area during the 60-month study
period in benchmarking infrastructure needs or deficiencies. This broader focus on
averages provides a more reasonable account of system demands and helps to control
against one-year outliers in analyzing overall relationships with capacities.

Benchmarking Fiscal Solvency

Several diagnostic tools are used to assess and make related determinations on each
affected agency’s financial solvency based on a review of available audited information
during the report period, fiscal years 2014 to 2018. This includes an emphasis on analyzing
current ratio, debt-to-net assets, and total margin. These specific diagnostics provide the
Commission with reasonable benchmarks to evaluate liquidity, capital, and margin and
calculated to track overall trends and final-year standing.

2.0 STUDY ORGANIZATION

This chapter serves as the Executive Summary and outlines the key conclusions,
recommendations, and determinations generated within the report.® This includes
addressing the mandatory factors required for consideration by the Legislature anytime San
Diego LAFCO performs a municipal service review. The Executive Summary is proceeded by
individual agency profiles (Chapter Three) of the two agencies covered in this report that
provide municipal services in the Escondido region, Deer Springs FPD and Rincon del Diablo
MWD. The profiles transition between narrative descriptions of the background and
development of these agencies’ service areas to quantifying specific data-driven categories.
This includes quantifying demographic trends, service capacities, and financial standing.

3.0 GEOGRAPHIC AREA

The geographic area designated for this municipal service review and its two distinct phases
— Parts One and Two - is close to 100 square miles in size.” The geographic area has been
purposefully designated by the Executive Officer to include all three local agencies in the
greater Escondido region under San Diego LAFCO oversight that separately provide one or
more urban supporting services, including — but not limited to - community planning, fire

¢ The Executive Summary distinguishes between “conclusions,” “determinations,” and “recommendations.” Conclusions are general policy
takeaways. Determinations address specific legislative factors. Recommendations address actions drawn from the determinations.

7 The geographic area generally follows the City of Escondido’s General Plan Land Use Map with notable deviations to include the
boundaries of Deer Springs FPD and Rincon del Diablo MWD.
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protection and emergency medical, recreation and parks, roads and street lighting, potable
water, recycled water, police, and wastewater. These three affected agencies and their
service areas within the designated geographic area are shown in the vicinity map below.
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4.0 REPORT SUMMARY

4.1 General Conclusions

The Escondido region encompasses a geographically distinct subarea of “North County”
removed from the coast and bisected by two of San Diego County’s most traveled commute
corridors in Interstate 15 and State Route 78.8 The region’s distinctions are also reflected and
tenured in local government with two of the earliest city and special district establishments in
San Diego County with the City of Escondido incorporating in 1888 and the Escondido Irrigation
District forming in 1891; latter being subsequently dissolved with its water system eventually
divided between the City and Rincon del Diablo MWD at the time of its formation in 1954.9 Deer
Springs FPD’s formation in 1981 completes the current and relatively confined concentration
of local government in the region among these three agencies.

8 Reference to SANDAG’s State of the Commute, 2015-2016.
9 Aninterim entity — Escondido Mutual Water Company - bridged the dissolution of the Escondido Irrigation District in the early 1900s and
later transfer of the original water system to the City of Escondido and Rincon del Diablo MWD.
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The current estimated population within the region is approximately 182,000 with four-fifths
residing within Escondido with considerable overlap with Rincon del Diablo MWD.
Historically, Rincon del Diablo MWD and later Deer Springs FPD have served as
unincorporated placeholders ahead of development requiring an expanded range of
municipal services and annexing into Escondido. This historical trend is reflected in the rate
of population growth in Escondido and the average annual change of 5.5% over a 20-year
period between 1980 and 2000. More recently, however, there has been an orientation shift
from this historical development pattern in the region with the average annual change in
population growth in Escondido decreasing to 0.7% since 2000. This change is attributed to
both interest within Escondido to slow the rate of new growth and marked by General Plan
Policy E and its provisions to now require voter approval to intensify land uses as well as
external pushback to City annexations from neighboring unincorporated residents. This
recent shift — notably and as one of the central themes detailed below — underlies a new and
emerging role of Rincon del Diablo MWD and Deer Springs FPD serving as community
separators in demarking the urban-rural interface in the region.

Part One of this municipal service review on the Escondido region produces seven central
conclusions relative to San Diego LAFCO’s growth management tasks and interests as
prescribed under statute and specific to Deer Springs FPD and Rincon del Diablo MWD. These
conclusions collectively address the availability, need, and adequacy of these two agencies’
municipal services and range in substance from addressing demand-to-capacity relationships
to overall financial standing. The conclusions also address potential sphere changes. The
conclusions are independently drawn and sourced to information collected and analyzed by
the Commission between 2014 and 2018 and detailed in the agency profiles.

e No. 1| Good Financial Standing

Deer Springs FPD and Rincon del Diablo MWD both finished the five-year report period
in good financial standing based on standard measurements showing the agencies
have relatively high or otherwise strong liquidity, capital, and margin levels. Most
notably, both agencies finished each fiscal year with positive operating and total
margins near or above double-digit percentages. These positive margins underlie both
agencies’ ability to improve their net-positions over the report period as well as double
their respective operating reserve ratios.

e No. 2 | Adequate and Available Capacities
Deer Springs FPD and Rincon del Diablo MWD have established adequate and excess
capacities in meeting current demands for their core municipal services involving fire
protection and emergency medical and potable water, respectively. This includes -
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and most pertinent to future growth — Rincon del Diablo MWD’s current average
annual potable water demand over the five-year report period equaling no more than
35% of accessible supplies in either of the District’s two distinct service areas.

¢ No. 3| Changing Roles
Rincon del Diablo MWD and Deer Springs FPD have historically served unincorporated
areas adjacent to Escondido generally as placeholders ahead of new development
requiring a range of municipal services and annexing into the City. These historical
roles have begun to transition in recent years due to resident preferences as well as
policy shifts and underlie changing roles for the agencies as community separators in
demarking the urban-rural interface in the region.

¢ No. 4 | Need for Additional Service Alignment

Rincon del Diablo MWD and Escondido share four distinct municipal service
responsibilities in common: fire protection and emergency medical; potable water;
recycled water; and wastewater. The agencies have synchronized the planning and
delivery of three - fire protection and emergency medical, potable water, and recycled
water — and in doing so delineated immediate and near-term service roles within the
overlapping portions of their jurisdictional boundaries. Additional alignment is needed
for wastewater to help inform capital planning for both agencies in the region and
specifically within Elfin Forest, Eden Hills, and Harmony Grove.

e No. 5| Exploring Long-Term Governance Roles
It would be beneficial for San Diego LAFCO to prepare an addendum to separately
assess governance options involving Rincon del Diablo MWD and Escondido given
overlap in boundaries and services. The addendum would respond to existing
questions in the region regarding the agencies’ ultimate service roles and primarily
premised as an informational document and potentially transition with sufficient merit
and consensus to facilitate a functional or political consolidation.

e No. 6 | Aligning Rincon del Diablo MWD’s Jurisdictional Boundary to Services
Close to one-half of Rincon del Diablo MWD’s jurisdictional boundary lies outside its
improvement districts and do not receive municipal services from the District.
Irrespective of other conclusions, San Diego LAFCO should work with Rincon del
Diablo MWD to better align the jurisdictional boundary with existing and planned
service provision and remedy otherwise misplaced boundary markers.
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No. 7 | Prepare Comprehensive Sphere of Influence Updates

A preliminary review indicates comprehensive updates to Rincon del Diablo MWD and
Deer Springs FPD’s spheres of influence are merited to consider one or more changes.
These updates should be performed in conjunction with an anticipated update of
Escondido and be formally added to the current workplan with the expectation the
work may extend into the subsequent fiscal year.

4.2 Recommendations

The following recommendations call for specific action either from San Diego LAFCO and or

one or more of the affected agencies based on information generated as part of this report
and outlined below in order of their placement in Section 5.0 (Written Determinations).
Recommendations for Commission action are dependent on a subsequent directive from the
membership and through the adopted work plan.

San Diego LAFCO should coordinate with the County of San Diego and SANDAG to
develop buildout estimates specific to Deer Springs FPD and Rincon del Diablo MWD
and incorporate the data into the next scheduled municipal service review.

Rincon del Diablo MWD should continue its efforts to secure recycled water supplies to
meet existing and future demands within the District.  This includes - ideally — further
partnering with the City of Escondido in the agencies’ shared investment in recycled
water as an effective means to reduce potable production needs.

Rincon del Diablo MWD should consider adopting its own response standards for fire
protection and emergency medical services to clarify the District’s performance
expectations and inform additional service planning in collaboration with its contract
provider, City of Escondido.

San Diego LAFCO should revisit the analysis in this report as appropriate in conjunction
with Part Two of the municipal service review on the City of Escondido and its contract
role to provide fire protection and emergency medical to Rincon del Diablo MWD.

Deer Springs FPD should explore opportunities to extend and/or expand its contract
relationship with the County of San Diego consistent with San Diego LAFCO’s policy
objective to facilitate the orderly expansion of the Fire Authority and its role to organize
and improve fire service in unincorporated San Diego County.
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San Diego LAFCO should proceed to determine wastewater service responsibilities
within the Elfin Forest, Eden Hills, and Harmony Grove areas and incorporate the
analysis into subsequent sphere of influence updates.

San Diego LAFCO should add to a future workplan an addendum to separately assess
long-term governance options involving Rincon del Diablo MWD and the City of
Escondido given the existing overlap in boundaries and service activities.

San Diego LAFCO and Rincon del Diablo MWD - and irrespective of other
recommendations - should pursue realignment of the District’s jurisdictional boundary
to more succinctly reflect existing and/or planned services.

A preliminary review indicates comprehensive updates to Rincon del Diablo MWD and
Deer Springs FPD’s spheres of influence are merited to consider one or more changes
involving both agencies. These updates should be timed in step with the Escondido
update and formally added to the workplan for 2019-2020.

San Diego LAFCO should consider existing automatic aid agreements and the delivery
of actual services in helping to inform potential changes to the Deer Springs FPD
sphere of influence and - as appropriate — enact boundary changes.

5.0 WRITTEN DETERMINATIONS

San Diego LAFCO is directed to prepare written determinations
to address the multiple governance factors enumerated under
G.C. Section 56430 anytime it prepares a municipal service
These
statements based on information collected, analyzed, and

review. determinations serve as independent
presented in this report. The underlying intent of the
determinations is to provide a succinct detailing of all pertinent

issues relating to the planning, delivery, and funding of public

These determinations detail the
pertinent issues relating to the
planning, delivery, and funding of
public services in the Escondido
region and specific to Deer
Springs FPD and Rincon del Diablo
MWD. Determinations based on
data collected and analyzed
between 2014 and 2018.

services provided by Deer Springs FPD and Rincon del Diablo MWD in the Escondido region

specific to the Commission’s growth management role and responsibilities. An abbreviated

version of these determinations will be separately prepared for Commission consideration

and adoption in conjunction with receiving the final report.
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5.1 Growth and Population Projections

1. San Diego LAFCO independently estimates Deer Springs FPD and Rincon del Diablo
MWD’s total resident population within their portion of the Escondido region is
144,438 as of the end of the report period. This amount represents close to four-fifths
of all estimated residents in the Escondido region and divided as follows.

(a) 12,362 residents in Deer Springs FPD

(b) 132,076 residents in Rincon del Diablo MWD

2. San Diego LAFCO estimates four-fifths — or 86% — of the resident population within
Rincon del Diablo MWD overlaps with the City of Escondido. It is separately projected
that 83% of all registered voters within Rincon del Diablo MWD overlap and are
registered voters within the City of Escondido.

3. Population trends within the Escondido region are distinct with Rincon del Diablo
MWD experiencing an annual growth rate of 0.95% compared to 0.62% within Deer
Springs FPD during the five-year report period; a difference of more than one-half.

4. Recent population trends in the Escondido region reflect the distinctive service areas
within Deer Springs FPD and Rincon del Diablo MWD and generally distinguished
between rural (former) and suburban (latter) uses, respectively.

5. The increasing difference in land use consumption for residential development in the
Escondido region is reflected in recent housing construction during the five-year
report period with an estimated 2,431 new dwelling units added in Rincon del Diablo
MWD compared to 94 in Deer Springs FPD; a twenty-six fold difference.

6. San Diego LAFCO projects the current growth rate within the Escondido region will
generally hold over the report timeframe and this includes the continued
intensification of Rincon del Diablo MWD and marked by two new unincorporated
developments at its southwest boundary: Harmony Grove Village South and Valiano.

7. San Diego LAFCO should coordinate with the County of San Diego and SANDAG to

develop buildout estimates specific to Deer Springs FPD and Rincon del Diablo MWD and
incorporate the information into the next scheduled municipal service review.
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8. Monthly housing costs in the Escondido region and specifically within Deer Springs
FPD and Rincon del Diablo MWD are relatively equal and have largely stagnated over
the five-year report period and attributed - among other factors - to increased
housing stock. The composite monthly housing cost of $1,932 within the two Districts,
however, remains one-fifth higher than the countywide average of $1,578.

9. A review of demographic information reveals similarities in economic and social
standing within Deer Springs FPD and Rincon del Diablo MWD that collectively contrast
with countywide averages and highlighted by the population being generally older
with more income. Additional demographic details follow.

(a) Residents within Deer Springs FPD and Rincon del Diablo MWD tend to be older
with medium ages of 46 and 41, respectively; ages that are one-fifth higher than
the current countywide average of 35.

(b) Residents within Deer Springs FPD and Rincon del Diablo MWD have similarly
experienced moderate increases in their household incomes during the report
period with present median amounts at $80,685 and $88,882, respectively.
These amounts are one-fifth or more above the countywide average of $66,529.

(c) Residents within Deer Springs FPD and Rincon del Diablo MWD are increasingly
homogeneous as measured by non-English language residents decreasing by no
less than (10%) in both Districts during the report period. Non-English speaking
resident totals in both Districts are also one-fourth below the countywide
average.

5.2 Location and Characteristics of Any Disadvantaged Unincorporated Communities

1. San Diego LAFCO estimates approximately 3% of the Escondido region within Deer
Springs FPD and Rincon del Diablo MWD currently qualifies as a disadvantaged
unincorporated community under State and local policy. Additional details follow.

(a) An estimated 6% of Deer Springs FPD’s jurisdictional boundary comprising 1,523
acres qualifies as a disadvantaged unincorporated community. The subject lands
are entirely located on the west end of the District and include 118 parcels with
Assessor records suggesting 29% are already developed.
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2.

4.

(b) An estimated 1% of Rincon del Diablo MWDs jurisdictional boundary comprising
98 acres qualifies as a disadvantaged unincorporated community. The subject
lands are located in two distinct areas within the District center and include 126
parcels with Assessor records suggesting 96% are already developed.

Adjacent non-jurisdictional lands currently qualifying as disadvantaged unincorporated
communities apply only to Deer Springs FPD and lie west towards Bonsall. These
adjacent disadvantaged unincorporated community lands total 1,144 acres with
Assessor records suggesting 75% are developed.

State law emphasizes San Diego LAFCO consider the availability of fire protection,
water, and wastewater services in disadvantaged unincorporated communities as part
of the municipal service review process. To this end, the following statements apply.

(@) All adjacent lands to Deer Springs FPD that currently qualify as disadvantaged
unincorporated communities are within the jurisdictional boundaries of organized
fire protection, water, and wastewater service providers that include Vista FPD,
Rainbow MWD and Vallecitos Water District.

(b) Additional analysis is needed to assess the portion of adjacent lands to Deer
Springs FPD that currently qualify as disadvantaged unincorporated communities
in determining the status of actual connections to the water and wastewater
systems operated by Rainbow MWD and Vallecitos Water District.

A sizeable area adjacent to Rincon del Diablo MWD to the west and southwest -
including Elfin Forest - previously qualified as a disadvantaged unincorporated
community. This designation was removed in 2018 based on new census data showing
improved economic conditions, and it is reasonable to assume this may duplicate in the
near future involving current qualifying lands adjacent to Deer Springs FPD.

5.3 Capacity of Public Facilities and Infrastructure Needs and Deficiencies

Deer Springs FPD and Rincon del Diablo MWD have established adequate capacities in
meeting current demands in the Escondido region for their core municipal services
under normal conditions involving fire protection and emergency medical and potable
water, respectively. These capacities and excesses therein are expected to sufficiently
hold through the end of the report timeframe.
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2. The following statements apply to the Deer Springs FPD with respect to the availability,
adequacy, and performance of its lone active municipal service: fire protection and
emergency medical.

(a) Deer Springs FPD’s fire protection and emergency medical services commenced in
1982. These services successfully transitioned from an initial combination career-
volunteer organization to all-career organization through a contract with CAL FIRE
and presently serve an estimated resident population of 12,362.

(b) Overall onsite incidents within Deer Springs FPD have averaged 2.9 daily over the
five-year report period. Demands have also increased overall by 29% during this
period and are largely attributed to incidents along Interstate 15.

(c) Deer Springs FPD has responded exclusively to 85% of all onsite incidents within
the District during the five-year report period without the aid of outside agencies.
This response rate substantiates the District has developed and maintained
adequate resources to meet demands.

(d) Less than 7% of all onsite incidents within Deer Springs FPD during the five-year
report period were responded exclusively by outside agencies through automatic
or mutual aid agreements. This limited dependence on outside agencies coupled
with the corresponding increase in overall demand further substantiates the
District has available and excess capacities to meet demands.

3. The following statements apply to the Rincon del Diablo MWD with respect to the
availability, adequacy, and performance of its four active municipal services: potable
water; recycled water; wastewater; and fire protection and emergency medical.

(a) With respect to potable water, San Diego LAFCO determines the following.

i. Rincon del Diablo MWD’s potable water services commenced in 1955 and
presently comprises two non-contiguous service areas, Improvement District
1 and Improvement District A. The estimated combined resident population
within the two service areas is 29,955.

i. Rincon del Diablo MWD’s potable water supplies are entirely drawn by
contract from the San Diego County Water Authority. The availability of these
supplies — notably — has proven increasingly reliable due to ongoing
investments and absent a significant infrastructure failure is considered
relatively stable and can withstand normal weather fluctuations.
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iii.

Vi.

vii.

The average annual water production demands during the five-year report
period for Rincon del Diablo MWD’s main service area — Improvement District
1 - represents 9% of its maximum accessible supply based on infrastructure
capacity to the Water Authority. The average peak-day demand during the
period represents 19% of the District’s available supply.

The average annual water production demands during the five-year report
period for Rincon del Diablo MWD’s second service area — Improvement
District A — represents 34% of its maximum accessible supply based on
infrastructure capacity to the Water Authority via the City of Escondido. The
average peak-day demand during the period, however, exceeds
infrastructure capacity and produces a (26%) shortfall and necessitates
dependency on storage to meet high usage periods.

Rincon del Diablo MWD’s potable storage in Improvement District 1 can
readily accommodate peak-day demands with the five-year report period
average representing 39% of existing capacity. This storage amount is
sufficient to cover 5.2 days of average daily usage without recharge.

Rincon del Diablo MWD’s potable storage in Improvement District A can
readily accommodate peak-day demands with the five-year report period
average representing 55% of existing capacity. This storage amount is
sufficient to cover 6.9 days of average daily usage without recharge.

Rincon del Diablo MWD’s overall daily per capita water demand has
decreased by (13.9%) over the five-year report period. This contrast with an
overall estimated growth rate of 5% and suggest residents have economized
usage through various conservation activities.

(b) With respect to recycled water, San Diego LAFCO determines the following.

Rincon del Diablo MWD’s recycled water services commenced in 2004 and are
currently dependent on supplies and connection therein to City of Escondido
through a 1999 agreement with an initial term date of 2033.
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iii.

The agreement with the City of Escondido has proven reliable to date in
providing Rincon del Diablo MWD adequate supplies to meet recycled water
demands within the District. However, the agreement only guarantees an
annual amount of recycled water presently equal to less than one-fifth of the
District’s average annual demand during the five-year report period. The lack
of additional supply guarantees leaves Rincon del Diablo MWD’s investment in
recycled water susceptible to shortfalls going forward and merits remedy and
ideally through an expanded agreement with Escondido.

Rincon del Diablo MWD’s recycled water system is currently operating at
capacity with respect to accessing available supplies from the City of
Escondido based on average demands generated during the five-year report
period. This capacity constraint is highlighted by annual demand averages
equaling 126 % of the rated capacity of the interties with Escondido and results
in added dependency on City storage, which is limited and has less than one
day’s worth of capacity to meet just District demands.

iv. The expected addition of recycled water supplies generated at Rincon del

V.

Diablo MWD’s own Harmony Grove Village facilities will improve — but not
eliminate - the current shortfall in daily supplies.

Existing annual recycled water demands for Rincon del Diablo MWD now
equal more than one-half of the District’s potable water production.

(c) With respect to wastewater services, San Diego LAFCO determines the following.

Rincon del Diablo MWD’s wastewater service commenced in 2019 in
conjunction with San Diego LAFCO’s approval of the “Harmony Grove Village
Reorganization.” The approval included the activation of Rincon del Diablo
MWD’s latent wastewater service power and authorization therein to serve
(collection, treatment, and disposal) the Harmony Grove Village development
and its 742 residential dwelling units.

Rincon del Diablo MWD’s Harmony Grove Village facilities are designed to
accommodate an average daily wastewater flow of 0.180 million gallons.
Based on early demands, it appears these facilities will have excess capacity
post buildout of Harmony Grove Village to accommodate additional flows
equivalent to no less than 155 dwelling units without expansion.
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The municipal service review for the 2023-2027 study cycle period will be the
first opportunity for San Diego LAFCO to document Rincon del Diablo MWD’s
actual wastewater demands and trends.

(d) With respect to fire protection and emergency medical services, San Diego LAFCO
determines the following.

Vi.

Rincon del Diablo MWD’s fire protection and emergency medical services
commenced in 1976 within the unincorporated portion of its jurisdictional
boundary, which is referred to as Improvement District E. These services are
now provided by contract from the City of Escondido with an estimated
resident population of 14,133.

Rincon del Diablo MWD’s contract with the City of Escondido represents a
successful functional consolidation that provides improved cost-certainty to
the District and eliminates otherwise duplicative services in the region.

Overall service demands for fire protection and emergency medical within
Rincon del Diablo MWD during the five-year report period have averaged 581
onsite responses annually or 1.6 per day. This average represents less than 5%
of overall City of Escondido onsite demands during the period.

. The City of Escondido reports onsite responses in Rincon del Diablo MWD

generally conform to the City’s own adopted standard for priority calls of
seven and one-half (7%) minutes no less than 90% of the time over the five-
year report period.

Rincon del Diablo MWD should consider adopting its own response standards
for fire protection and emergency medical services to clarify the District’s
performance expectations and inform additional service planning.

Additional analysis regarding demands and performance of fire protection and
emergency medical services within Rincon del Diablo MWD will be
incorporated into the second phase of the municipal service review and the
comprehensive evaluation of the City of Escondido.
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5.4 Agencies’ Financial Ability to Provide Services

1. Deer Springs FPD and Rincon del Diablo MWD both finished the five-year report period
in good financial standing based on standard measurements showing the agencies
have relatively high or otherwise good liquidity, capital, and margin levels. This good
and sustained fiscal standing serves to stabilize both agencies’ municipal service
activities in the Escondido region and reflects effective management.

2. Deer Springs FPD’s net position has steadily increased each year during the five-year
report period with an overall change of 24% from $10.6 million to $13.1 million and
produces a net gain of $2.5 million. Additional details on financial standing follow.

(a) The unrestricted portion of Deer Springs FPD’s net position has increased by 31%
over the five-year report period and finished with a balance equal to cover 25
months of actual operating expenses.

(b) Deer Springs FPD experienced an average annual total margin gain of 13% during
the five-year report period paired with a slightly higher operating margin.

(c) Deer Springs FPD finished the five-year report period with nearly no debt.

(d) Deer Springs FPD does not have any pension obligations.

3. Rincon del Diablo MWD’s net position has steadily increased during the report period
with an overall change of 15% from $51.7 million to $59.4 million and produces a net gain
of $7.8 million. Additional details on financial standing follow.

(a) The unrestricted portion of Rincon del Diablo MWD’s net position has increased
by over one-third during the five-year report period and finished with a balance
equal to cover 15 months of operating expenses.

(b) Rincon del Diablo MWD experienced an average annual total margin gain of 17%
during the five-year report. The operating margin finished lower with an overall
change of 7%.

(c) Rincon del Diablo MWD finished the five-year report period with a relatively low
debt ratio of 17% with nearly all of it tied to recently assuming $10.1 million in debt
in 2016 to make improvements to the potable water distribution system.
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(d) Rincon del Diablo MWD’s combined funded ratio for pension obligations as of the
last annual valuation is 75.3% and considered average relative to industry
standards. This ratio —nonetheless — has decreased overall by (11%) over the prior
48-month period in which statements from CalPERS were available.

5.5 Status and Opportunities for Shared Facilities and Resources

1. Deer Springs FPD and Rincon del Diablo MWD have both established responsive shared
resources with other agencies in fulfilling their responsibilities to provide specified
municipal services to their respective constituents in the Escondido region. A pertinent
example involving both Districts involves their decisions to contract out fire protection
operations, and in doing so co-op the economies of scale offered by larger service
providers in CAL FIRE and City of Escondido.

2. Deer Springs FPD has established a mutually beneficial contract relationship with the
County of San Diego through the County Fire Authority that currently provides the
District with $0.800 million annually towards the District’s CAL FIRE contract and in
return helps fortify fire protection coverage in its unincorporated service area.

3. Opportunities for Deer Springs FPD to continue and evolve their existing relationship
with County of San Diego should be explored consistent with San Diego LAFCO’s policy
objective to facilitate the orderly expansion of the County Fire Authority and its role to
organize and improve fire service in unincorporated San Diego County. This includes
reconciling the ongoing and intended progression of the County Fire Authority and the
planned reduction of annual subsidies provided to Deer Springs FPD in helping to fund
the District’s CAL FIRE contract.

4. Recycled water has become a valuable commodity in the Escondido region and evident
with its sales representing now one-third of all Rincon del Diablo MWD’s water
production. Rincon del Diablo MWD’s ability to maintain and expand it recycled water
operations, however, requires additional supplies and ancillary facilities with options
therein seemingly limited to expanding its relationship with the City of Escondido.

5. Additional analysis is merited to consider opportunities for new and/or expanded
resource sharing within the Escondido region involving both Deer Springs FPD and
Rincon del Diablo MWD as well as with the City of Escondido. San Diego LAFCO,
accordingly, defers additional analysis to the second phase of this municipal service
review and the evaluation of the City of Escondido.
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5.6 Local Accountability and Government Restructure Options

1. Deer Springs FPD and Rincon del Diablo MWD are both governed by responsive
officials and illustrated by holding regular monthly meetings, overseeing balanced
budgets, and employing and/or otherwise contracting with professional staff. These
attributes create trust with constituents and help ensure their ongoing financial
investment in the agencies is appropriately reciprocated.

2. San Diego LAFCO should proceed to further evaluate and determine wastewater
service responsibilities in the southwest portion of the Escondido region and
incorporate the analysis into subsequent sphere updates. The analysis would respond
to current uncertainty in the region given overlapping infrastructure and interests
therein between Rincon del Diablo MWD and the City of Escondido to provide
wastewater services to existing and planned development.

3. San Diego LAFCO should add to a future workplan an addendum to separately assess
governance options involving Rincon del Diablo MWD and the City of Escondido given
the existing overlap in boundaries and service activities. The addendum would address
current questions in the region and premised as an informational document and
possibility transition with merit to facilitate a functional or political consolidation.

4. Asizeable portion of Rincon del Diablo MWD’s jurisdictional boundary lies outside any
of itsimprovement districts and do not receive any municipal services from the District.
Irrespective of other determinations, it would be appropriate for San Diego LAFCO to
work with Rincon del Diablo MWD to align the jurisdictional boundary to more
succinctly reflect existing and/or planned services and eliminate non-responsive and/or
otherwise artificial boundary markers.

5. A preliminary review indicates comprehensive updates to Rincon del Diablo MWD and
Deer Springs FPD’s spheres of influence are merited to consider one or more changes
involving both agencies. These updates should be timed in step with the Escondido
update and formally added to the workplan for 2019-2020.

6. Discussions between Deer Springs FPD and the surrounding agencies - including but
not limited to San Marcos and Vista FPDs - are encouraged with respect to aligning
jurisdictional boundaries to better reflect actual service demands based on current
automatic aid commitments. The Commission will draw on these discussions to
inform sphere of influence updates and help optimize the provision of fire protection
and emergency medical services in the region.
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CHAPTER THREE |
AGENCY PROFILES

A. DEER SPRINGS FPD

1.0 OVERVIEW

The Deer Springs Fire Protection District (FPD)is  peer springs fpp

an independent special district formed in 1981,  Enfrance to the Welk Resort and Golf Course
Formation proceedings were initiated by the
County of San Diego on behalf of interested
landowners for purposes of assuming and
formalizing fire protection services previously
provided to the unincorporated community by

the Deer Springs Volunteer Fire Company.

Photo Credit: Google

Deer Springs FPD encompasses an approximate
44.2 square mile or 28,275 acre jurisdictional boundary to the immediate north and east of the
Cities of Escondido and San Marcos. The jurisdictional boundary is anchored by two distinct
residential subdivisions — Jesmond Dene and Hidden Meadows — and the Welk Resort and Golf
Course.  An approximate 17 mile section of Interstate 15 also bisects the jurisdictional
boundary. Governance is provided by a five-person board with members directly elected at-
large by registered voters and serve four- year terms.

Deer Springs FPD is organized as a limited purpose agency with municipal operations activities
tied to providing two distinct services — structural fire protection and emergency medical -
with both facilitated through a staffing contract with the California Department of Forestry
and Fire Protection or CAL FIRE. Deer Springs FPD is also authorized - subject to LAFCO
approving latent power expansions - to provide ambulance, hazardous material
transport/disposal, and weed and rubbish abatement.” The operating budget at the end of
the report period (2017-2018) was $6.812 million with three-fourths - $4.929 million - paying
the CAL FIRE contract . The last audited financial statements cover 2017-2018 and show the
net position totaling $13.091 million with the unrestricted portion tallying $10.687 million. This
latter amount represents the equivalent of 25 months of recent operating expenses.

LAFCO independently estimates the fulltime resident population within Deer Springs FPD is
12,362 as of the term of this report period and accommodated through 4,781 current housing
units. Itis also estimated the overall resident population has increased by 612 since 2010 with

'® Ambulance services separately require approval from the County of San Diego to award an operating contract.
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a resulting annual growth rate of 0.62%, which is one-third below the countywide average. It
is also projected growth will continue over the next five-year period consistent with recent
trends given no substantive projects are planned and result in the population reaching 12,821
in 2023. The median household income is $80,685 based on the current five-year period
average and more than one-fifth higher than the countywide average.

2.0 BACKGROUND

2.1 Community Development

Deer Springs FPD’s present-day service area . .
Early Deer Springs Community
initially developed in parallel to the neighboring  Hidden Meadows, Circa 1900
City of Escondido and the shared aftermath of |ANENEEEEIEE ¥}
the award and subsequent subdividing of the

Rancho Rincon del Diablo land grant to Juan

Bautista Alvarado in 1843.  Unlike municipal
lands to the south, the service area developed
and maintained its agrarian uses well into the
1900s. Residential development began to occur
in the service area by 1920s and marked by the

Photo Credit: Escondido History Center

County of San Diego approving the first unit of

the Jesmond Dene Subdivision and its initial 266 lots in 1924. Subsequent residential
developments coupled with regional growth demands led to the addition of the service area
in the formation of the Valley Center Municipal Water District in 1954. This latter formation,
notably, led to a new phase of planned development in the service area with the Lawrence
Welk Resort and Golf Course in 1964 and the Hidden Meadows Subdivision in 1971." The Deer
Springs Volunteer Fire Company was subsequently created in 1972 to establish localized fire
protection for the service area. The original fire station was constructed in 1981 with proceeds
from developer fees along with trucks and equipment from the County.

2.2 Formation Proceedings

Deer Springs FPD’s formation was initiated by the County of San Diego on behalf of interested
landowners in August 1980 for purposes of improving fire protection levels in the service area
and through its own ability to raise dedicated public funding. LAFCO approved the formation
in July 1981 subject to voter approval and on the condition of passing an availability charge to
provide baseline funding for fulltime paid personnel to augment ongoing volunteer activities.

" Units One and Two of the Hidden Meadows Subdivision were approved in 1971 and 1973, respectively, and collected totaled 240 lots.
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Voters subsequently approved the formation and the accompanying availability charge in
November 1981."

2.3 Post Formation Activities

A summary of notable activities undertaken by Deer Springs FPD and/or affecting the District’s

jurisdictional boundary following its formation in 1981 is provided below.

Deer Springs FPD assumes full funding responsibilities from the County of San Diego
for fire protection services within its jurisdictional boundary in July 1982.

Deer Springs FPD adopts budget in June 1983 for the 1983-1984 fiscal year that raises
paid personnel from three to six while retaining 24 volunteers.

LAFCO establishes a sphere of influence for Deer Springs FPD in November 1983. The
sphere is set as a smaller-than-agency designation and excludes jurisdictional lands
lying within the spheres of the Cities of Escondido and San Marcos with the premise
these lands will ultimately be served by City fire operations.

Deer Springs FPD establishes a contract relationship with CAL FIRE to assume full
operations beginning in July 1994.

Deer Springs FPD receives voter approval to establish a second special assessment to
fund enhanced fire suppression services in July 2004.

LAFCO updates and affirms Deer Springs FPD’s sphere of influence as a smaller-than-
agency designation with no changes as part of countywide review of all special districts
fire protection districts in February 2005."

The County of San Diego Fire Authority begins to provide Deer Springs FPD an annual
subsidy to cover fire protection service costs in July 2006.

LAFCO amends Deer Springs FPD’s sphere of influence to exclude 15.6 acres detached
and annexed to City of Escondido in October 2011.

LAFCO updates and affirms Deer Springs FPD’s sphere of influence with smaller-than-
district designation with no changes in March 2014.

 The final vote tally approving Deer Springs FPD’s formation and the availability charge was 84.6% (1,351) for to 15.4% (245) against.
3 Related updates are approved in May and August 2007.
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3.0 BOUNDARIES

3.1 Jurisdictional Boundary

Deer Springs FPD’s jurisdictional boundary spans
. . Deer Springs FPD’s jurisdictional
approximately 44.2 square miles and covers 28,275 acres Sounek) GpRTe 4K cauere mies @

(parcels and rights-of-ways). It comprises 1.0% of the 28,275 acres. Itis entirely unincorporated
and overlaps the land use authority of the

County of San Diego’s total land area. The County of San ¢,y of San Diego.

Diego is the sole land use authority within the

jurisdictional boundary. The unincorporated lands are further divided for planning purposes
between the County’s Valley Center Community Plan and the North Metropolitan Community
Plan. The primary land use is low to moderate density residential with most of the terrain
characterized as rugged with steep hillsides and deep canyons. Several distinct
neighborhoods make up the jurisdictional boundary and include Castle Creek, Circle R, Gopher
Canyon, Jesmond Dene, Hidden Meadows, Rimrock, and Welk Resort. Overall there are 8,654
registered voters currently within Deer Springs FPD.

Deer Springs FPD
Boundary Breakdown By Land Use Authority

Table 3.1a (Source: Esri and San Diego LAFCO)

Total % of Total Total Number of
Land Use Authority Assessor Parcel Acres Accessor Parcel Acres Assessor Parcels Registered Voters
County of San Diego 28,275 100% 31,136 8,674

Total assessed value (land and structure) within the jurisdictional boundary is $2.439 million
as of April 2019 and translates to a per acre value ratio of $73.61. The former amount further
represents a per capita value of $197.30 based on the estimated service population of 12,362.
Deer Springs FPD receives 2.07% of the annual 1.0% of property tax collected in the District.

The Deer Springs FPD jurisdictional boundary is currently

. . There are 1,554 privately owned
divided into 33,136 legal parcels that total 26,805 acres  parcels within Deer Springs FPD that
excluding roads and public rights-of-way. Less than 1.0% of ~ remain vacant and span 11,966 acres;

. : an amount that represents more than
the parcels are under public ownership. The rest of the  two-fifths of the entire District.
parcels — or 33,005 — are privately owned with 95.3% therein
already showing development or improvements, albeit not necessarily at the highest density
allowed. The percentage of privately-owned parcels that are already developed to some
degree, however, only equals three-fifths of the acreage total. The remaining two-fifths of all
privately-owned acreage in the jurisdictional boundary are vacant. Less than six percent of
the jurisdictional boundary qualifies as a disadvantaged unincorporated community and

involves lands along with western side towards the City of Vista.
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3.2 Sphere of Influence

Deer Springs FPD’s sphere of influence was established by LAFCO in
Deer Springs FPD’s sphere

1983. The sphere has been subsequently updated and/or amended  of influence is 12.5% smaller
several times thereafter and presently spans 44.2 square miles or ~ than the jurisdictional

. L boundary and excludes
28,275 acres.  The sphere does not include any non-jurisdictional g 020 jurisdictional acres.
lands. The sphere — however — does exclude 8,020 jurisdictional
acres that are simultaneously located within the spheres of the Cities of Escondido and San

Marcos and represents close to 12.5% of the jurisdictional boundary.

3.3 Current Boundary and Sphere

Deer Springs FPD

SanDiegoCounty - SOl Adopted: 11 /7/1983
Local Agency Formation Commission SOl Affirmed: 2 /7/2005
SO! Affirmed: 5 /7/2007
SOl Reaffirmed: 8/ 6/ 2007
SOl Affirmed: 3 /3/2014

ing to SarIS and LAFCO st
0z1e

50! = Sphere of Influence

6 AGISVPROJEC TWProfile_maps 2010 mapsDistict=FPD_Desr_Speings.mcd
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4.0 DEMOGRAPHICS
4.1 Population and Housing

The Deer Springs FPD total fulltime resident population within
It is estimated there are 12,362

its jurisdictional boundary is independently estimated by LAFCO  current fulltime residents within
Deer Springs FPD. It is
projected the population will
estimate represents 0.4% of the countywide total. It is also increase consistent with recent

estimated the resident population has risen by 5.2% from 11,750  trendsandreach2,821by 2023.
in 2010 and the last census reset. This translates to an annual change of 0.62% and is one-third
lower than the corresponding countywide trend of 0.94%. It is projected the current growth

at 12,362 as of the term of the five-year report period. This

rate will maintain in the near-term and result in a resident population increasing to 12,821 by
2023. Thejurisdiction has a population density of 1 resident for every 2.3 acres.

Deer Springs FPD
Resident Population

Table 4.1a (Source: Esri and San Diego LAFCO)

Factor 2010 2023 (projected) Annual Change %
Deer Springs FPD 11,750 12,362 12,821 0.62%
San Diego County 3,095,264 3,344,136 3,499,829 0.94%

There are presently 4,781 residential dwelling units within

. . Housing production in Deer Springs
Deer Springs FPD. This amount represents an overall  fpp currently totals 4,781 dwelling
increase of 94 units since 2010 for an annual gain of less  units;anamount that has increased by

. . 94 since 2010. The average monthly
than 1o units. Further, of the current total, 78.8% of dwelling  housing cost in Deer Springs FPD is

$1,900, and one-fifth higher than

units are owner-occupied, 18.6% are renter-occupied, and ;
countywide average.

the remaining 7.9% are vacant. The average household size

is 2.9 as of 2016 and has increased 4.0% from 2.8 in 2011. The mean monthly housing cost in
Deer Springs FPD has decreased by (8.8%) from $2,084 to $1,900 based on the most recent
five-year period averages. This current monthly housing cost in Deer Springs FPD, however,
remains 20.0% higher than the countywide total of $1,578.

Deer Springs FPD
Housing Breakdown

Table 4.1b (Source: American Community Survey and San Diego LAFCO)

2010 2018 2010 Monthly 2018 Monthly
Jurisdiction Housing Units Housing Units Change Housing Cost Housing Cost Change
Deer Springs FPD 4,687 4,781 ‘ 2.0% $2,085 $1,901 (8.8%)
San Diego County 1,164,766 1,236,184 ‘ 6.1% $1,540 $1,578 2.5%
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Rincon del Diablo MWD’s recycled water system overall spans 6.7 miles of pipeline and
currently serves 115 connections. Most connections serve homeowner associations and
commercial businesses — including the Escondido Research and Technology Center — and
utilize the recycled water for landscape irrigation and fire suppression. Recycled water is also
purposed for industrial use at the Sempra Energy Plant, which presently accounts for more
than four-fifths of all usage within Rincon del Diablo MWD.

Rincon del Diablo MWD |
Recycled Water System
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Service Capacities

Rincon del Diablo MWD’s recycled water supplies are
Rincon del Diablo MWD’s agreement with

entirely drawn at present from the City of Escondido  the city of Escondido provides the District
on average no less than 0.4000 million
gallons - 1.2 acre-feet - of tertiary-level
The agreement provides Rincon del Diablo MWD no  recycled water per day. Rincon del Diablo
MWD must purchase no less than 462 acre-
feet a year; supplies purchased beyond this
tertiary-level recycled water produced at the City’s  amount are based on availability.

Hale Avenue Resource Recovery Facility or HARRF.3
This agreement extends through February 2033 with an option for Rincon del Diablo MWD
to extend in 10-year intervals subject to certain conditions. The agreement also specifies

and secured through a 1999 purchase agreement.

less than 0.400 million gallons - or 1.2 acre-feet — of

Rincon del Diablo MWD must purchase a minimum of 462 acre-feet of recycled water each
year.3? Current pipeline capacities provide the maximum total amount of recycled water
available to Rincon del Diablo MWD is estimated at 2.0 million gallons — or 6.1 acre-feet -
per day, and translates to an annual maximum of 2,240.0 acre-feet.

Rincon del Diablo MWD anticipates expanding its supply of recycled water in conjunction
with its recent activation of its wastewater services and assuming ownership/operation of
the Harmony Grove Village Wastewater Treatment Facility (WTF). The Harmony Grove
Village WTF is expected to produce up to 0.180 million gallons or 0.6 acre-feet per day of
additional tertiary-level recycled water beginning in July 2019.

Rincon del Diablo MWD |
Available Recycled Water Supplies

Table 6.2a (Source: Rincon del Diablo MWD)

Maximum Maximum

Service Area Direct Source Daily Capacity Annual Capacity
2.0 million gallons or 730.0 million gallons or

ID-1and ID-A City of Escondido 6.1acre feet 2,240.0 acre feet

Rincon del Diablo MWD receives recycled water from the
. c . Rincon del Diablo MWD’ is
City of Escondido’s Hale Avenue Resource Recovery Facility  gependent on the City of

(HARRF) and the Harmony Grove Village Water Escondido’s storage facility - Leslie

. . . Reservoir — and its 2.0 million gallon
Reclamation Facility. Recycled water from the HARRF is  capacity to in delivering recycled
conveyed along Escondido Creek up to the City’s Leslie ~ Waterinthe District.

Lane Reservoir, while recycled water from the HGV WREF is retained within the Harmony

3 The agreement specifies the City of Escondido will make available no less than 2.000 million gallons of recycled water during peak-demand
periods. (HARRF processes wastewater from the City of Escondido and the Rancho Bernardo area of the City of San Diego. HARRF
operates 24 hours a day with a current average day wastewater flow of 15.6 million gallons.)

3 The agreement specifies the base year cost of one acre-foot of recycled water for Rincon del Diablo MWD is set for the 2001 year at $487
and adjusts each year thereafter based on the consumer price index.
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Grove Village community and is stored in Rincon del Diablo MWD’s R-1A reservoir, which
also receives water from the HARRF. The City’s Leslie Lane has a storage capacity of 2.0
million gallons and Rincon’s R1-A reservoir is slightly over 3.0 million gallons. These
reservoirs primarily operate independently, however, an automatic control valve between

the two systems allow for system interoperability. .

Service Demands

Rincon del Diablo MWD’s total average annual recycled
water demand over the five-year report period has been
918.0 million gallons or 2,816.8 acre feet. The most recent
year-end amount indicated a total demand at 894.0 million
gallons or 2,754.0 acre-feet and represents an average daily

Rincon del Diablo MWD’s average
annual recycled water demand
during the five-year report period
has been 2,819 acre-feet, and
represents slightly more than one-
half of the corresponding use of

portable water within the District.
recycled water demand of 2.451 million gallons or 7.5 acre-

feet. This latter amount — notably - equals 51.1% of the total domestic water demand
generated within Rincon del Diablo MWD. More than four-fifths of the most recent year
end total involved usage at Sempra’s Palomar Energy Center. The average peak-day
demand - the highest one-day sum in a given year — over the report period has been 3.9
million gallons or 12 acre-feet.

With respect to trends, Rincon del Diablo MWD has experienced an overall decrease of
(3.6%) in recycled water demands over the five-year report period. This change is more
than three-fold less than the corresponding decrease in potable demands of (13.9%) during
the five-year period with the distinction largely attributed to the constant demand for
recycled water at the Palomar Energy Center. Overall demands and trends follow.

Rincon del Diablo MWD |
Recycled Water Demands

Table 6.2b (Source: Rincon del Diablo MWD)

| Category 204 205 206 207 208 [ Ll
928.2mg 1.023 bg 899.8 mg 844.7 mg 894.0 mg 918.0 mg o

Annual Total 2848.0 af 3138.0 af 2761.0 af 2592.0 af 2,745.0 af 2,816.8 af (67

Average Day Total 2.543 2.802 2.465 2.314 2.451 2.515 (3.6%)

bg = billion gallons
mg = million gallons
af = acre feet
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Service Performance

Rincon del Diablo MWD’s recycled water system is currently operating at capacity with
respect to available wholesale supplies from the City of Escondido based on average
demands generated during the five-year report period. This capacity constraint is
highlighted by annual demand averages equaling 125.8% of the rated capacity of the
interties with Escondido. Similarly, the City of Escondido’s recycled water storage facility
— Leslie Reservoir — can accommodate less than one day of average demand. The addition
of recycled water and storage from the Harmony Grove Village WTF will improve - but not
eliminate - the current shortfall in daily supplies.

6.3 Wastewater Service

Rincon del Diablo MWD’s wastewater service operations formally commenced in June 2019 in
conjunction with LAFCO’s approval of the “Harmony Grove Village Reorganization”
proposal.33  The approval involved the activation of Rincon del Diablo MWD’s latent
wastewater service power and authorization therein to serve (collection, treatment, and
disposal) the planned 425-acre Harmony Grove Village development and its 742 residential
dwelling units located within the District’s western jurisdictional boundary.34

Service Capacities

The recent activation of Rincon del Diablo MWD’s wastewater
. . . Rincon del Diablo MWD’s
services followed a multi-year planning effort between the  yarmony Grove village WTF is
County of San Diego and Rincon del Diablo MWD. These  designed to accommodate on
. . . . . average up to 0.180 million
efforts culminated with Rincon del Diablo MWD agreeing to  gallons for treatment and

disposal through the District’s

assume full wastewater responsibilities from the San Diego
recycled water program.

County Sanitation District and ownership/operation therein of

the Harmony Grove Village WTF and associated gravity-based collection system.3> The
subdivision is currently at three-fifths of its planned built-out, and recently warranted
activation of the Harmony Grove Village WTF in lieu of continuing to haul collected
wastewater to a regional treatment facility for disposal. The Harmony Grove Village WTF
is designed to accommodate an average day flow demand of 0.180 million gallons with
16.0 million gallons of onsite wet-weather storage. The Harmony Grove Village WTF is also

3 LAFCO approved the Harmony Grove Village Reorganization proposal on June 4, 2018 subject to completion of terms and protest
proceedings. The Certification of Completion was recorded with the County of San Diego Clerk-Recorder on June 3, 2019.

3% LAFCO’s approval for Rincon del Diablo MWD to provide wastewater services is limited to the Harmony Grove Village subdivision.
Expansion of the wastewater services beyond the subdivision would require additional LAFCO approval.

3 As part of the establishment of a wastewater-specific sphere of influence for Rincon del Diablo MWD encompassing the Harmony Grove
Village subdivision, LAFCO also created two distinct “special study areas.” These special study areas comprise two adjacent planned
development entitlements by the County of San Diego involving Valiano-Eden Hills and Harmony Grove Village South.
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designed to convert wastewater into tertiary-level recycled water for use within and
outside the planned development.3®

Rincon del Diablo MWD |
Wastewater Service Capacity

Table 6.3a (Source: Rincon del Diablo MWD | SD LAFCO)

Maximum Maximum
Service Area [ 1d1114Y Average Daily Capacity Wet-Weather Storage
Harmony Grove Village Harmony Grove Village WTF 0.180 million gallons 16.000 million gallons

Service Demands

Rincon del Diablo MWD’s wastewater services commenced following the end of the five-
year report period. The subsequent municipal service review for the 2023-2027 period will
be the first opportunity for LAFCO to document actual demands and related trends.

Service Performance

Consistent with the preceding section the next municipal service review for the 2023-2027
period will be the first opportunity for LAFCO to assess actual performance of wastewater
services provided by Rincon del Diablo MWD.

6.4 Fire Protection and Emergency Medical Services

Rincon del Diablo MWD’s fire protection and emergency medical services were established in
1976 and are presently provided within an approximate 9,600-acre area identified as
Improvement District E or “ID-E”’; an area that represents the unincorporated portion of the
District’s jurisdictional boundary. Rincon del Diablo MWD’s decision to establish fire
protection followed the County of San Diego cancelling a service contract with CAL FIRE and
leading unincorporated residents to petition the District to assume service responsibilities.3”
Voters confirmed their interest by approving a special assessment to fund the construction of
Rincon del Diablo MWD’s first fire station in the Felicita Park area and hiring professional
firefighters to augment volunteer operations. A second stationin San Pasqual Valley was later
added in 1983. Rincon Del Diablo MWD directly provided fire protection service within ID-E
until 1984 when it initially entered into a contract with the City of Escondido to assume all
related service responsibilities within the District. A map of ID-E follows.

3¢ Rincon del Diablo MWD also operates a 3.0 million gallon tank to store recycled water.
3 At the time of the activation proceedings, LAFCO approval was not needed under statute.
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Rincon del Diablo MWD |
Fire Protection Service Area
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Rincon del Diablo MWD’s service agreement with the City of

Escondido for fire protection and emergency medical services  Rincon del Diablo MWD’s fire
. . protection and emergency

dates back to 1989. The agreement specifies Escondido shall  medical services within ID-E

provide matching levels of service within the City and ID-E as  are contractually provided by

Escondido at the same levels

measured by ISO ratings for fire protection and response times for  as the City.

emergency medical in exchange for a designated portion of

property taxes collected by the District. The agreement also specifies Escondido shall

maintain full control over all related operational activities. Rincon del Diablo MWD maintains

adminstrative oversight, and this includes adopting an annual budget. The agreement is

permanent unless mutually terminated or at the written request of either Rincon del Diablo

MWD or Escondido with the approval of an arbitration panel.

Service Capacities

The City of Escondido’s fire protection and emergency medical services’ capacities are
primarily dependent on human resources and currently budgeted with 122.6 fulltime
equivalent employees with 111 classified as safety personnel or non-safety paramedics and
considered “first responders.”  All first responders are assigned to one of seven fire
stations located throughout Escondido that operate continuously with three-person
engine crews. Four of the fire stations have rescue ambulances staffed with one
firefighter-paramedic and one non-safety paramedic. One fire station has a medic
ambulance staffed with two non-safety paramedics. Station No. 1 houses a ladder truck
staffed with four safety personnel. The City is also a signatory on multiple auto-aid
agreements with surrounding agencies - including the City of San Diego - to provide cross-
boundary coverage as needed. Two of the City’s stations are located within and/or
immediately adjacent to ID-E and are No. 4 (Bear Valley Parkway) and No. 5 (Felicita Road);
both of which are assigned with three engine staff shifts. Station No.5 has a rescue
ambulance. Additional capacity details — including staffing trends over the five-year report
period — will be addressed as part of a parallel review of the City.

Service Demands

Overall service demands for fire protection and emergency medical within Rincon del
Diablo MWD’s ID-E during the five-year report period have averaged 581 dispatched calls
annually or 1.6 daily. This average represents 3.8% of the overall dispatch calls transacted
by the City of Escondido during the report period. The most recent year-end total was
602. Dispatched service calls have increased in each of the five years and overall have risen
by one-fifth — or 21.3% — during the corresponding 60-month period. Additional demand
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details - including priority calls and onsite incidents within ID-E - will be addressed as part
of a parallel review of the City.

Service Performance

The City of Escondido reports overall onsite responses for all priority calls within its
jurisdiction including the City and Rincon del Diablo MWD’s ID-E have been within seven
and one-half (7%) minutes no less than 90% of the time during the five-year report period.
This response time for priority calls meet Escondido’s adopted policy goal for urbanized
areas. Much of Rincon del Diablo MWD’s ID-E is rural in nature with longer travel times.
Additional performance details — including response time breakdowns within ID-E — will be
addressed as part of a parallel review of the City.

7.0 FINANCES

7.1 Financial Statements

Rincon del Diablo MWD contracts with an outside accounting consultant to prepare an annual
report to review the District’s financial statements in accordance with established
governmental accounting standards. This includes auditing Rincon del Diablo MWD
statements with respect to verifying overall assets, liabilities, and net position. These audited
statements provide quantitative measurements in assessing Rincon del Diablo MWD short
and long-term fiscal health with specific focus on delivering its activated services. The current
outside consultant is White Nelson Diehl Evans LLP (Carlsbad).

Rincon del Diablo MWD’s most recent audited financial :
Most Recent Year-Ending
statements for the five-year report period were issued for 2017- FRELEEREEL IS CLELIE)

2018.3% These audited statements show Rincon del Diablo MWD Assets 79,433,153
. o . . . Liabilities 20,831,220
experienced a positive change over the prior fiscal year as its outflow/inflow 574,894

overall net position (regular accrual basis) for all fund activities _MNetPoston PEEATAIA

increased by 2.6% from $57.941 to $59.472 million and primarily attributed to an increase in
current assets. The accompanying auditor’s report did not identify any weaknesses or related
accounting concerns. A detailing of year-end totals and trends during the five-year report
period follows with respect to assets, liabilities, and net position.

38 The audit for 2017-2018 was issued by White Nelson Diehl Evans LLP on November 7, 2018.
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Rincon MWD’s audited assets at the end of 2017-2018
totaled $79.434 million and finished 19.3% higher
than the average year-end amount of $66.541 million
documented during the five-year report period.

Rincon del Diablo MWD’s assets have
increased by nearly one-half during the
report period. The increase is primarily
attributed to year-end surpluses and rise in
cash and investments from $16.7 to $30.8

o . . million over the 60 month period.
Assets classified as current with the expectation

they could be liquidated within a year represented just over one-half of the total amount
- or $40.957 million — with over 75% tied to cash and investments. Assets classified as non-
current and not readily liquid make up the remainder of the total — or $38.476 million - and
entirely tied to capital infrastructure with almost 90% associated with the water system’s
Overall assets for Rincon del Diablo MWD have
increased by 46.5% over the corresponding 60-month period.

transmission and distribution lines.

Rincon del Diablo MWD |
Audited Assets

Table 7.1a | Source: Rincon del Diablo MWD

Category 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 Trend Average
Current $19,142,567 $26,107,458 $26,119,384 $37,782,532 $40,957,108 114.0%  $30,021,108
Non-Current $35,084,690 $35,369,739  $36,689,106 $36,800,246 $38,476,045 9.7%  $36,519,965
Total $54,227,257  $61,477,197  $62,988,490 74,582,778 46.5%  $66,541,775

Agency Liabilities

Rincon MWD’s audited liabilities at the end of 2017-2018
totaled $20.831 million and finished 77.3% higher than
the average year-end amount of $11.746 million
documented during the five-year report period.
Liabilities classified as current and representing
obligations owed within the year accounted for slightly
less than one-third of the total with the majority tied to
customer installment contracts. Liabilities classified as non-current and considered long-
term debts make up the remaining two-thirds amount with the largest obligation tied to
debt service payments.39 Overall liabilities for Rincon del Diablo MWD have increased by
725.1% over the corresponding 60-month period and largely tied to capital construction.

Rincon del Diablo MWD’s liabilities
overall have increased by more than
seven-fold during the report period.
This overall increase is largely
attributed to Rincon del Diablo MWD
assuming $10.1 million in long-term debt
in 2016 associated with making
improvements to the water system.

39 Rincon del Diablo MWD’s debt service involves the 2016 financing of a $10.068 million improvement to its water system. The debt is
secured through Pinnacle Public Finance, Inc. and necessitates a $0.796 million annual payment through 2033.
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Rincon del Diablo MWD |

Audited Liabilities
Table 7.1b | Source: Rincon del Diablo MWD

Category 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 Trend Average
Current | $2,524,680 | $7,033,715 | $6,158,474  $3,928,991 |  $6,076,708 140.7%  $5,144,514
Non-Current | - | $2,526,421 | $2,771,813  $12,955,735  $14,754,512 484.0%  $6,601,696

Total $2,524,680 $9,560,136 $8,930,287 $16,884,726 $20,831,220 725.1%  $11,746,210

Note:
Average and trend for non-current liabilities reflect only a 48-month period.

Net Position

. . ) . - .
Rincon del Diablo MWD’s audited net position or equity at e i s s
the end of 2017-2018 totaled $59.472 million and  position has steadily increased
represents the difference between the District’s total ~ duing the report period with an
overall change of 15.0% from $51.7
assets and total liabilities along with adjusting for  million to $59.4 million; an amount
def d ( . tl dinfl ) that includes now booking for
eferred resources (i.e., pension outflows and inflows). oo o opiigations.
This most recent year-end amount is 8.6% higher than the
average year-end sum of $54.770 million documented during the five-year report
period. Three-fifths of the ending net position — or $35.5 million - is tied to capital assets.
Overall the net position has increased by 15.0% over the corresponding 60-month period
and without adjusting for new pension and benefit reporting requirements. Adjusting to
exclude pension obligations the overall increase in Rincon del Diablo MWD’s net position

has been 26.8%.

Rincon del Diablo MWD |
Audited Net Position

Table 7.1c | Source: Rincon del Diablo MWD

Category 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 Trend Average
Invested in Capital | $34,972,120 | $35,369,739 | $36,869,106 | $36,074,771 | $35,539,689 1.6%  $35,765,085
Restricted - - - $725,475 $990,730 36.6% $858,103

Unrestricted $16,730,457 $15,801,749 | $16,695,045 $21,141,185 $22,941,685 37.1%  $18,662,024
Total $51,702,577 $51,171,488 $53,564,151 $57,941,431 $59,472,104 15.0%  $54,770,350

Note:
Average and trend for restricted fund reflect only the last 24-month period.

Rincon del Diablo MWD maintains two distinct funds - general . . .
e unrestricted portion of
government (public safety) and enterprise (water) — underlying  Rincon del Diablo MWD’s

. . . o net position has increased
40
the net position.*® The unrestricted portion of the net position by GV Gt v G

as of the last audited fiscal year totaled $22.941 million and  report period and finished
h | . f the f | 2017-2018 with a balance
represents the accrued spendable portion of the fund balance ;i to cover 15 months of

subject to discretionary designations. This unrestricted  operating expenses.

4° Rincon del Diablo MWD’s wastewater services did not become officially activated until June 3, 2019 and after the most recent audit report
covering 2017-2018 was prepared.

75|Page



San Diego LAFCO

Municipal Service Review on the Escondido Region: Part One Final Report October 2019

amount represents 15 months of operating expenses and increases to 20 months when
adjusted to exclude booked pension and benefit liabilities based on actuals in 2017-2018.

7.2 Measurements | Liquidity, Capital, and Margin

A review of the audited financial statement issuances by
Rincon del Diablo MWD covering the five-year report period
shows the District generally experienced positive financial

Standard measurements used to
assess Rincon del Diablo MWD’s
liquidity, margin, and structure levels
show positive trends and ending
positions over the five-year report
period. Capital levels have reduced
with the increase in debt, but
nonetheless remain relatively low.

changes in the four measured categories - liquidity, capital,
margin, and structure - utilized in this document.  This
includes posting positive total and operation margins in all
five fiscal years, which contributed to parallel improvements
in days’ cash (liquidity), operating reserves (structure), and equipment replacement
(structure). Debt levels were the lone notable exception and marked by increases in both the
debt ratio (capital) and debt-to-net position (capital), albeit with both still finishing the period
well below the 50% threshold standard for public utilities identified by LAFCO. A summary of
liquidity, capital, margin, and structure ratio trends follow.

Rincon del Diablo MWD
Financial Measurements

Table 7.2a | Source: San Diego LAFCO

Current Days’ Debt Debt to Operating Operating Equipment
Fiscal Year Ratio Cash Ratio  Net Position Margin  Reserves Ratio  Replacement
2013-2014 7.6to1 453.6 4.6% 0.0% 9.2% 2.5% 112.3% 18.4
2014-2015 3.7to1 609.8 17.2% 7.0% 14.4% 6.8% 98.6% 17.0
2015-2016 4.2t01 609.0 15.4% 6.7% 11.9% 1.1% 108.1% 21.3
2016-2017 9.6to1 614.6 23.2% 23.5% 20.5% 3.2% 126.2% 22.3
2017-2018

Average
Trend

Current Ratio (Liquidity)
Compares available assets against near-term obligations; the minimum desirable ratio is 1.0 and means for every dollar in liability the agency has one dollar available to pay.

Days’ Cash (Liquidity)
Measures the number of days the agency can fund normal operations without any new cash income; an appropriate minimum threshold is 180 days.

Debt Ratio (Capital)
Measures the relationship between the agency’s total assets and liabilities; the higher the ratio the more susceptible the agency is to long-term cash flow stresses.

Debt to Net Position (Capital)
Measures the amount of long-term debt or borrowing of the agency against its accumulated net worth; an appropriate maximum standard threshold is 50%.

Total Margin (Margin)
Measures the bottom line of the agency with respect to comparing all revenues to all expenses; a positive percentage is desirable within the caveat capital improvement
expenditures may appropriately result in a negative percentage in individual years.

Operating Margin (Margin)
Measures the relationship between core operational revenues and expenses and excludes one-time transactions, like grants and loans; a consistent positive percentage shows
the agency has established a structured budget.

Operating Reserves Ratio (Structure)
Measures the percent of available monies of an agency to cover unforeseen shortfalls; an appropriate maximum standard threshold is 50%.

Equipment Replacement Ratio (Structure)

Measures the average age of depreciable equipment and facilities; the lower the number the younger the infrastructure with the assumption therein better
efficiencies/effectiveness.
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7.3 Pension Obligations

Rincon del Diablo MWD provides a defined benefit plan to its employees through an
investment risk-pool contract with the California Public Employees Retirement Systems

(CalPERS).

This pension contract provides employees with specified retirement benefits

based on the date of hire and placement in one of three category types: “public safety”;
“classic”; and “non-classic.” Additional details of the pension program based on actuarial

valuations issued by CalPERS during the five-year report period with respect to formulas,

enrollees, contributions, and funded status follows.

Pension Formulas and Enrollees

The last annual valuation issued during the five-year

report period followed 2016-2017 and identified 67

Rincon de Diablo MWD provides one of
three types of defined pension benefits.

total participants within Rincon del Diablo MWD’s  Most employees qualify for “classic”

pension benefits with start dates before

pension program. This total represents an overall ...y 1 5013 and involves a 2.0 @ 55
decrease of one during the corresponding 48 month  formula.  Other employees hired after

January 1, 2013 qualify as “non-classic”

period. The total is also divided between enrollee ;.4 involves a 2.0 @ 62 formula. The
type (i.e., active, separated, transferred, retired) and  third type is for “public safety” and

involves a 2.0 @ 50 formula.

produces a current positive worker-to-retiree ratio of
1.2 to 1. A summary of benefits for all three category types follow.

Classic miscellaneous employees have start dates before January 1, 2013 and
represent 77.6% — or 52 — of the total enrollees. These employees receive a defined
benefit based on a 2.0% at 55 formula. This formal provides eligible retirees with 20
years of total service credit 40% of their highest one year of salary each year
beginning at age 55.

Non-classic miscellaneous employees have start dates after January 1, 2013 and
represent 7.4% - or six — of the total enrollees. These employees receive a defined
benefit based ona2.0% at 62 pension formula. This formal provides eligible retirees
with 20 years of total service credit 40% of their highest annual salary based on a
three-year average each year beginning at age 62.

Public safety employees account for the remaining 14.9% — or 10 — of the total
enrollees and receive a 2.0% at 50 pension formula. This formal provides eligible
retirees with 20 years of total service credit 40% of their highest one year of salary
each year beginning at age 50.%

4 Of the 10 public safety employees one is listed as active and the other nine as non-active or retired.
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Rincon del Diablo MWD |

Pension Enrollee Information
Table 7.3a | Source: CalPERS

Type 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018
Active

Non Active (Retired)

Total Enrollees 68.0 68.0 67.0 67.0
Worker-to-Retiree Ratio 1.34to1 1.27to1 1.03to1 1.16 to 1

Annual Contributions

Rincon del Diablo MWD’s total annual pension contribution ) ) )
. . . . . Rincon del Diablo MWD’s pension
in the most recent valuation issued during the five-year  contribution as of the last annual
report period in 2017-2018 tallied $0.299 million. This  Valuationequaled18.9%of payrol
. ) ) and overall has increased by
contribution equals 18.9% of the corresponding payroll total  s52.4% during the corresponding
for Rincon del Diablo and has increased by 16.0% during the ~ 4&Mmenth period:
corresponding 48-month period since 2014-2015. This increase is more than twice the

corresponding inflation rate for the San Diego region for the period.+

Rincon del Diablo MWD |
Annual Pension Contributions

Table 7.3b | Source: Rincon del Diablo MWD

Category 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 Trend

Total Amount n/a 164,323 246,264 278,061 299,541 82.2%

Percent of Payroll n/a 12.4% 16.6% 16.4% 18.9% 52.4%
Funding Status

Rincon del Diablo MWD’s total and composite unfunded liability
. L. . . Rincon del Diablo MWD’s
in the most recent valuation issued during the five-year report  combined funded ratio as of
period totaled $16.192 million (2016-2017). This amount reflects ~ the last annual valuation is

. 75.3%. This ratio has
the accrued monies owned and not covered by assets and  decreased overall by (11.3%)
translates to a composite funded ratio of 75.3% based on market ~ during the corresponding

48 month period.

value. Overall Rincon del Diablo MWD’s funded ratio has
decreased by (11.3%) during the report period and underlies a corresponding increase of

more than four-fifths in the total net unfunded liability.

4 The consumer price index for the San Diego region increased by 6.7% between 2014 and 2017 according to the United States Department
of Labor Bureau of Labor Statistics.
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Rincon del Diablo MWD |
Pension Funding Status

Table 7.3c | Source: CalPERS

Category 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 Trends
Pension Assets 12,289,667 12,089,438 11,549,054 12,188,326 n/a (0.8%)
Pension Liabilities 14,486,415 15,031,352 15,558,510 16,192,769 nfa (11.8%)
Unfunded Liability 2,196,748 2,941,914 4,009,456 4,004,443 n/a 82.9%
Funded Ratio 84.8% 80.4% 74.2% 75.3% n/a (11.3%)
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APPENDIX A

Disadvantaged Unincorporated Communities
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2016 Disadvantaged Unincorporated Communities (DUC): Rincon del Diablo MWD
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APPENDIX B

PRIMARY REPORT SOURCES

Agency Contacts

City of Escondido
Bill Martin, Director of Community Development
Rick Vogt, Fire Chief

Deer Springs Fire Protection District
Liz Heaton, District Administrator
Rick Johnson, District Fire Chief

Rincon Municipal Water District
Clint Baze, General Manager
Greg Thomas, Former General Manager

Websites

American Community Survey / Demographic Information
WWWw.census.gov

California Public Employees Retirement System / Local Agency Pension Information
www.calpers.ca.gov

Environmental Systems Research Institute
Www.esri.com

Deer Springs Fire Protection District Homepage
www.deerspringsfire.org

Rincon del Diablo Municipal Water District Homepage
www.rinconwater.org

Publications | Documents

San Diego LAFCO Background Files and Agency Questionnaires

County of San Diego General Plan and Adopted Community Plans

Deer Springs Fire Protection District Comprehensive Annual Financial Reports
Deer Springs Fire Protection District Annual Chief Reports

Rincon Municipal Water District Comprehensive Annual Financial Reports
Rincon Municipal Water District Urban Water Management Plan

A complete source list is available by contacting San Diego LAFCO
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Agenda Item No. 7b | Attachment Two

RESOLUTION NO.
SAN DIEGO COUNTY LOCAL AGENCY FORMATION COMMISSION

MAKING DETERMINATIONS AND APPROVING MUNICIPAL SERVICE REVIEW
ESCONDIDO REGION: PART ONE

- Deer Springs Fire Protection District -
- Rincon del Diablo Municipal Water District -

WHEREAS, the San Diego County Local Agency Formation Commission,
hereinafter referred to as the “Commission,” is a political subdivision of the State of
California with regulatory and planning responsibilities to facilitate orderly growth
and development wunder the Cortese-Knox-Hertzberg Local Government
Reorganization Act of 2000; and

WHEREAS, the Commission is responsible under Government Code Section
56430 to regularly prepare municipal service reviews to independently and
comprehensively evaluate the sufficiency of local government services to inform its
regulatory and other planning activities; and

WHEREAS, the Commission adopted a workplan for 2019-2020; and

WHEREAS, the Commission’s Executive Officer and staff prepared the first
phase or “Part One” of a municipal service review on the Escondido region and is
specific to the public services provided by the Deer Springs Fire Protection District
and Rincon del Diablo Municipal Water District consistent with statute and the
adopted workplan; and

WHEREAS, the Executive Officer has filed his report on Part One of the
municipal service review, which was received and considered by the Commission; and

WHEREAS, the Executive Officer voluntarily set a public hearing on Part One
of the municipal service review for October 7, 2019, and gave notice of the date, time,
and place of hearing in accordance with Government Sections 56660 and 56661.

WHEREAS, the Commission is required as part of the municipal service review
to prepare written determinations addressing all of the factors prescribed under
Government Code Section 56430(a).

NOW THEREFORE, BE IT RESOLVED, the Commission hereby finds,
determines, and orders the following:
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1. The Commission determines Part One of the municipal service review is a
project under the California Environmental Quality Act but qualifies for an
exemption from further action as an informational document consistent with
State Guidelines Section 15306.

2. The Commission has considered the Executive Officer’s written report on Part
One the municipal service review and recommendations therein on the
availability, need, and adequacy of public services provided in the Escondido
region by the Deer Springs Fire Protection District and the Rincon del Diablo
Municipal Water District.

3. The Commission adopts the statement of written determinations generated
from information presented in the Executive Officer’s written report on Part
One the municipal service review as set forth in Exhibit “A.”

4. The Commission refers the public to the Executive Officer’s written report on
Part One of the municipal service review for additional details and important
context, including — but not limited to - documenting each agency’s active
and latent service powers.

5. The Commission authorizes the Executive Officer to make non-substantive
corrections or edits to this resolution as authorized under Government Code
Section 56883.

PASSED AND ADOPTED by the Commission on October 7, 2019 by the following vote:
AYES:
NOES:

ABSENT:
ABSTAINING:

ATTEST:

RUTH ARELLANO
Executive Assistant
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EXHIBIT A
MUNICIPAL SERVICE REVIEW ON THE ESCONDIDO REGION: PART ONE

STATEMENT OF DETERMINATIONS
GOVERNMENT CODE SECTION 56430

The following statements have been generated from the final report prepared as Part One
of the scheduled municipal service review on the Escondido region. Abbreviations and
acronyms are incorporated into the statements below for brevity.

l.  With respect to growth and population projections for the affected areas as required
under Section 56430(a)(1), the Commission independently determines the following.

1. San Diego LAFCO estimates Deer Springs FPD and Rincon del Diablo MWD’s total
resident population within their portion of the Escondido region is 144,438 as of the
end of the report period. This amount represents close to four-fifths of all estimated
residents in the Escondido region and divided as follows.

(a) 12,362 residents in Deer Springs FPD
(b) 132,076 residents in Rincon del Diablo MWD

2. San Diego LAFCO estimates four-fifths — or 86% — of the resident population within
Rincon del Diablo MWD overlaps with the City of Escondido. It is separately
projected that 83% of all registered voters within Rincon del Diablo MWD overlap and
are registered voters within the City of Escondido.

3. Population trends within the Escondido region are distinct with Rincon del Diablo
MWD experiencing an annual growth rate of 0.95% compared to 0.62% within Deer
Springs FPD during the five-year report period; a difference of more than one-half.

4. Recent population trends in the Escondido region reflect the distinctive service areas
within Deer Springs FPD and Rincon del Diablo MWD and generally distinguished
between rural (former) and suburban (latter) uses, respectively.

5. San Diego LAFCO projects the current growth rate within the Escondido region will
generally hold over the report timeframe and this includes the continued
intensification of Rincon del Diablo MWD and marked by two new unincorporated
developments at its southwest boundary: Harmony Grove Village South and Valiano.

6. San Diego LAFCO should coordinate with the County of San Diego and SANDAG to
develop buildout estimates specific to Deer Springs FPD and Rincon del Diablo MWD
and incorporate the information into the next scheduled municipal service review.
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With respect to the location and characteristics of disadvantaged unincorporated
communities within the affected areas as required under Section 56430(a)(2), the
Commission independently determines thefollowing.

1. San Diego LAFCO estimates approximately 3% of the Escondido region within Deer
Springs FPD and Rincon del Diablo MWD currently qualifies as a disadvantaged
unincorporated community under State and local policy.

2. Adjacent non-jurisdictional lands currently qualifying as disadvantaged
unincorporated communities apply only to Deer Springs FPD and lie west towards
Bonsall. These adjacent disadvantaged unincorporated community lands total 1,144
acres with Assessor records suggesting 75% are developed. Additionally:

a) All adjacent lands to Deer Springs FPD that currently qualify as disadvantaged
unincorporated communities are within the jurisdictional boundaries of organized
fire protection, water, and wastewater service providers that include Vista FPD,
Rainbow MWD and Vallecitos Water District.

b) Additional analysis is needed to assess the portion of adjacent lands to Deer
Springs FPD that currently qualify as disadvantaged unincorporated communities in
determining the status of actual connections to the water and wastewater systems
operated by Rainbow MWD and Vallecitos Water District.

3. A sizeable area adjacent to Rincon del Diablo MWD to the west and southwest —
including Elfin Forest - previously qualified as a disadvantaged unincorporated
community. This designation was removed in 2018 based on new census data showing
improved economic conditions, and it is reasonable to assume this may duplicate in the
near future involving current qualifying lands adjacent to Deer Springs FPD.

With respect to the capacity of public facilities and infrastructure needs and deficiencies
within the affected areas as required under Section 56430(a)(3), the Commission
independently determines the following.

1. Deer Springs FPD and Rincon del Diablo MWD have established adequate capacities in
meeting current demands in the Escondido region for their core municipal services
under normal conditions involving fire protection and emergency medical and potable
water, respectively. These capacities and excesses therein are expected to sufficiently
hold through the end of the report timeframe.

2. The following statements apply to the Deer Springs FPD with respect to the

availability, adequacy, and performance of its lone active municipal service: fire
protection and emergency medical.
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(a) Deer Springs FPD’s fire protection and emergency medical services commenced in
1982. These services successfully transitioned from an initial combination career-
volunteer organization to all-career organization through a contract with CAL FIRE
and presently serve an estimated resident population of 12,362.

(b) Overall onsite incidents within Deer Springs FPD have averaged 2.9 daily over the
five-year report period. Demands have also increased overall by 29% during this
period and are largely attributed to incidents along Interstate 15.

(c) Deer Springs FPD has responded exclusively to 85% of all onsite incidents within
the District during the five-year report period without the aid of outside agencies.
This response rate substantiates the District has developed and maintained
adequate resources to meet demands.

(d) Less than 7% of all onsite incidents within Deer Springs FPD during the five-year
report period were responded exclusively by outside agencies through automatic
or mutual aid agreements. This limited dependence on outside agencies coupled
with the corresponding increase in overall demand further substantiates the
District has available and excess capacities to meet demands.

The following statements apply to the Rincon del Diablo MWD with respect to the
availability, adequacy, and performance of its four active municipal services: potable
water; recycled water; wastewater; and fire protection and emergency medical.

(a) With respect to potable water, San Diego LAFCO determines the following.

i. Rincon del Diablo MWD’s potable water services commenced in 1955 and
presently comprises two non-contiguous service areas, Improvement District 1
and Improvement District A. The estimated combined resident population
within the two service areas is 29,955.

i. Rincon del Diablo MWD’s potable water supplies are entirely drawn by
contract from the San Diego County Water Authority. The availability of these
supplies — notably - has proven increasingly reliable due to ongoing
investments and absent a significant infrastructure failure is considered
relatively stable and can withstand normal weather fluctuations.

iii. The average annual water production demands during the five-year report
period for Rincon del Diablo MWD’s main service area — Improvement District
1 — represents 9% of its maximum accessible supply based on infrastructure
capacity to the Water Authority. The average peak-day demand during the
period represents 19% of the District’s available supply.
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iv. The average annual water production demands during the five-year report
period for Rincon del Diablo MWD’s second service area — Improvement
District A - represents 34% of its maximum accessible supply based on
infrastructure capacity to the Water Authority via the City of Escondido. The
average peak-day demand during the period, however, exceeds infrastructure
capacity and produces a (26%) shortfall and necessitates dependency on
storage to meet high usage periods.

v. Rincon del Diablo MWD’s potable storage in Improvement District 1 can
readily accommodate peak-day demands with the five-year report period
average representing 39% of existing capacity.  This storage amount is
sufficient to cover 5.2 days of average daily usage without recharge.

vi. Rincon del Diablo MWD’s potable storage in Improvement District A can
readily accommodate peak-day demands with the five-year report period
average representing 55% of existing capacity.  This storage amount is
sufficient to cover 6.9 days of average daily usage without recharge.

vii. Rincon del Diablo MWD’s overall daily per capita water demand has decreased
by (13.9%) over the five-year report period. This contrast with an overall
estimated growth rate of 5% and suggest residents have economized usage
through various conservation activities.

IV. With respect to the financial ability of agencies to provide services within the affected
areas as required under Section 56430(a)(4), the Commission independently determines
the following.

1.

Deer Springs FPD and Rincon del Diablo MWD both finished the five-year report
period in good financial standing based on standard measurements showing the
agencies have relatively high or otherwise good liquidity, capital, and margin levels.
This good and sustained fiscal standing serves to stabilize both agencies’ municipal
service activities in the Escondido region and reflects effective management.

Deer Springs FPD’s net position has steadily increased each year during the five-year
report period with an overall change of 24% from $10.6 million to $13.1 million and
produces a net gain of $2.5 million. Additional details on financial standing follow.

(a) The unrestricted portion of Deer Springs FPD’s net position has increased by 31%
over the five-year report period and finished with a balance equal to cover 25

months of actual operating expenses.

(b) Deer Springs FPD experienced an average annual total margin gain of 13% during
the five-year report period paired with a slightly higher operating margin.
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(c) Deer Springs FPD finished the five-year report period with nearly no debt.
(d) Deer Springs FPD does not have any pension obligations.

3. Rincon del Diablo MWD’s net position has steadily increased during the report period
with an overall change of 15% from $51.7 million to $59.4 million and produces a net
gain of $7.8 million. Additional details on financial standing follow.

(a) The unrestricted portion of Rincon del Diablo MWD’s net position has increased
by over one-third during the five-year report period and finished with a balance
equal to cover 15 months of operating expenses.

(b) Rincon del Diablo MWD experienced an average annual total margin gain of 17%
during the five-year report. The operating margin finished lower with an overall
change of 7%.

(c) Rincon del Diablo MWD finished the five-year report period with a relatively low
debt ratio of 17% with nearly all of it tied to recently assuming $10.1 million in debt
in 2016 to make improvements to the potable water distribution system.

(d) Rincon del Diablo MWD’s combined funded ratio for pension obligations as of the
last annual valuation is 75.3% and considered average relative to industry
standards. This ratio — nonetheless — has decreased overall by (11%) over the prior
48-month period in which statements from CalPERS were available.

V. With respect to the status and opportunities therein for shared services within the
affected areas as required under Section 56430(a)(5), the Commission independently
determines the following.

1. Deer Springs FPD and Rincon del Diablo MWD have both established responsive shared
resources with other agencies in fulfilling their responsibilities to provide specified
municipal services to their respective constituents in the Escondido region. A
pertinent example involving both Districts involves their decisions to contract out fire
protection operations, and in doing so co-op the economies of scale offered by larger
service providers in CAL FIRE and City of Escondido.

2. Deer Springs FPD has established a mutually beneficial contract relationship with the
County of San Diego through the County Fire Authority that currently provides the
District with $0.800 million annually towards the District’s CAL FIRE contract and in
return helps fortify fire protection coverage in its unincorporated service area.
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3. Opportunities for Deer Springs FPD to continue and evolve their existing relationship
with County of San Diego should be explored consistent with San Diego LAFCO’s policy
objective to facilitate the orderly expansion of the County Fire Authority and its role to
organize and improve fire service in unincorporated San Diego County. This need
response to the ongoing and intended progression of the County Fire Authority and
the planned reduction of annual subsidies provided to Deer Springs FPD in helping to
fund the District’s CAL FIRE contract.

4. Recycled water has become a valuable commodity in the Escondido region and evident
with its sales representing now one-third of all Rincon del Diablo MWD’s water
production. Rincon del Diablo MWD’s ability to maintain and expand it recycled water
operations, however, requires additional supplies and ancillary facilities with options
therein seemingly limited to expanding its relationship with the City of Escondido.

5. Additional analysis is merited to consider opportunities for new and/or expanded
resource sharing within the Escondido region involving both Deer Springs FPD and
Rincon del Diablo MWD as well as with the City of Escondido. San Diego LAFCO,
accordingly, defers additional analysis to the second phase of this municipal service
review and the evaluation of the City of Escondido.

VI. With respect to accountability and opportunities and merits therein for governance
alternatives as required under Section 56430(a)(6), the Commission independently
determines the following.

1. Deer Springs FPD and Rincon del Diablo MWD are both governed by responsive
officials and illustrated by holding regular monthly meetings, overseeing balanced
budgets, and employing and/or otherwise contracting with professional staff. These
attributes create trust with constituents and help ensure their ongoing financial
investment in the agencies is appropriately reciprocated.

2. San Diego LAFCO should proceed to further evaluate and determine wastewater
service responsibilities in the southwest portion of the Escondido region and
incorporate the analysis into subsequent sphere updates.  The analysis would
respond to current uncertainty in the region given overlapping infrastructure and
interests therein between Rincon del Diablo MWD and the City of Escondido to
provide wastewater services to existing and planned development.

3. San Diego LAFCO should add to a future workplan an addendum to separately assess
governance options involving Rincon del Diablo MWD and the City of Escondido
given the existing overlap in boundaries and service activities. The addendum would
address current questions in the region and premised as an informational document
and possibility transition with merit to facilitate a functional or political consolidation.
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4. A sizeable portion of Rincon del Diablo MWD’s jurisdictional boundary lies outside
any of its improvement districts and do not receive any municipal services from the
District. Irrespective of other determinations, it would be appropriate for San Diego
LAFCO to work with Rincon del Diablo MWD to align the jurisdictional boundary to
more succinctly reflect existing and/or planned services and eliminate non-responsive
and/or otherwise artificial boundary markers.

5. A preliminary review indicates comprehensive updates to Rincon del Diablo MWD
and Deer Springs FPD’s spheres of influence are merited to consider one or more
changes involving both agencies. These updates should be timed in step with the
Escondido update and formally added to the workplan for 2019-2020.

6. Discussions between Deer Springs FPD and the surrounding agencies — including but
not limited to San Marcos and Vista FPDs — are encouraged with respect to aligning
jurisdictional boundaries to better reflect actual service demands based on current
auto-aid commitments. The Commission will draw on these discussions to inform
sphere of influence updates and help optimize the provision of fire protection and
emergency medical services in the region.
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Agenda Item No. 7b | Attachment Three

%
““RECEIVED ESCONDIDO o

Jeffrey R. Epp, City Manager
201 North Broadway, Escondido, CA 92025
Phone: 760-839-4631

AUG 1 9 2019 E-mail: Jepp@escondido.org

AN DIEGO LAFCO
August 16, 2019

Keene Simonds, Executive Officer

San Diego Local Agency Formation Commission

Subdivision of the State of Califomia, Regional Service Planning
9335 Hazard Way, Suite 200

San Diego, CA 92123

RE: Municipal Service Review

Dear Mr. Simonds:

| write to you on behalf of the City of Escondido (City) conceming the ongoing
Municipal Services Review (MSR) that the San Diego Local Agency Formation Commission
(LAFCO) is performing. For several months now, Escondido City staff have been providing
data and insight to LAFCO conceming this important effort to insure that public services are
provided in the most reliable and cost efficient manner.

The City has two specific requests for LAFCO guidance to be included in the final
MSR. First, the City requests a review of the multi-agency nature of water service in
Escondido, with specific attention to achieving subsidiary status for the Rincon del Diablo
Municipal Water District (Rincon) under the City of Escondido. Second, the City requests a
review of sewer service to be provided to the Valiano Development west of Escondido. |
believe that these two requests align well with the conclusions of the Draft Municipal Service
Review on the Escondido Region presented to LAFCO on August 5, specifically Conclusion
4 (Need for Additional Service Alignment) and Conclusion § (Exploring Long-Term
Govemance Roles).

The majority of Escondido receives water service from the City’s Utilities Department.
However, Rincon, the Vista Irrigation District, the Valley Center Municipal Water District, and
the Vallecitos Municipal Water District also serve portions of the community. Of these other
water districts, Rincon serves water to the vast majority of those Escondido residents who do
not receive service directly from the City/ As Escondido has grown, we have reached the
point where the City and Rincon overlap one another’s jurisdictional boundaries, with over
63% of Rincon being within the City’s jurisdictional limits and over 80% of Rincon registered
voters being Escondido residents.

- R
Paul McNamara, Mayor Consuelo Martinez, Deputy Mayor Olga Diaz  John Masson Michael Morasco
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This structure for providing water service is duplicative, inefficient, costly, and impedes
future planning of water supply for Escondido and its surroundings. The City requests that
LAFCO, through the MSR process, examine water service in Escondido with particular
attention paid to the analysis of subsidiary status for Rincon under the City of Escondido.
The City believes that unifying service will be more efficient, improve governance and
oversight of water service in Escondido, and improve water supply planning. Recycled water
service will also be improved because the City is the majority supplier of recycled water to the
Rincon district.

Rincon Del Diablo Municipal Water District (Rincon) is located in northern San Diego
County. Rincon consists of a parent district, two water improvement districts, and a fire
district. Rincon's water customers are located within the cities of Escondido, San Marcos,
and San Diego, and unincorporated areas of San Diego County.

Rincon was formed in 1954 and annexed into the San Diego County Water Authority
(SDCWA) and Metropolitan Water District of Southern California (MWD) to provide additional
water supply. At that time, the City of Escondido did not provide water service. Water
service in Escondido was provided by the Escondido Mutual Water Company. In 1963, the
City began efforts to absorb the Escondido Mutual Water Company, a large portion of which
was located within Rincon’s water service territory. In 1971, the City absorbed the Escondido
Mutual Water Company, and Rincon agreed to allow the City to deliver and sell water within
the Rincon service area. A Primary Rincon Service Area and a Primary City Service Area
was established within the Rincon corporate service area. The City was also pemitted to
connect its water system to any point in the Rincon system. Over the years, the City and
Rincon have executed several agreements to coordinate the distribution of water to
customers within one another's boundaries and to connect to one another’'s distribution
system.

ihe ideas of merging, or creating subsidiary status for Rincon, are nothing new. Two
different times in the past, the City and Rincon have entered into Operational Merger
Agreements, the first time in 1972 and the second time in 1994. Although both Agreements
were approved and executed by their respective goveming boards, neither was ultimately
implemented. The City has not formally approached the Rincon Board about the possibility
of subsidiary status or merger; however, the City is willing to work with Rincon toward that
end, both at the Board / City Council level and the staff level. The City would greatly
appreciate LAFCO's including this in the MSR and any procedural guidance that LAFCO can
offer.

As to our second request, the Escondido City Council recently approved the Valiano
Sewer Flow Agreement with the Eden Hills Project Owner, LLC (Developer), and we would
like to begin the process of including the properties within the Escondido Sphere of Influence.
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The Valiano agreement calls for the City of Escondido to operate and maintain the
wastewater collection system in the development once it is constructed, with the
homeowners being direct customers of the City of Escondido Utilities Department. The
Valiano collection system would convey wastewater to a relocated Escondido pump station
to be constructed by the developer. Wastewater treatment services would be provided by
the City of Escondido at the existing Hale Avenue Resource Recovery Facility. To become
effective, this agreement requires LAFCO approval because the development lies outside the
Escondido City limits and inside the future study area for wastewater services of Rincon. The
Developer studied this option for sewer service to the development in its Environmental
Impact Report (EIR). ° The City and the Developer agree that this is the most efficient and
direct option for serving the Valiano homes. Some of the parcels in the development are
outside the City of Escondido’s Sphere of Influence (SOI) and one property is within the City
of San Marcos Sphere of Influence. The City of Escondido would like to begin the process of
gaining LAFCO board approval for the Valiano Sewer Flow Agreement, including adding the
Valiano properties to the Escondido Sphere. At the staff level, the City of San Marcos has
indicated preliminary support for the parcel now within its sphere.

Primary staff contacts for these matters are as follows:

Christopher McKinney Bill Martin

Director of Utilities Director of Community Development
cmckinney@escondido.org bmartin@escondido.org
760-8394090 760-839-4557

Thank you for your consideration of these requests.

effrey Epp
City Manager

ccC: Mayor and City Council
Greg Thomas, General Manager of Rincon Municipal Water District
Michael McGuinness, City Attomey
Christopher McKinney, Director of Utilities
Bill Martin, Director of Community Development
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City of Cholc NG & Jeffrey R. Epp, City Manager
201 North Broadway, Escondido, CA 92025
Phone: 760-839-4631
E-mail: Jepp@escondido.org

September 20, 2019

Keene Simonds, Executive Officer

San Diego Local Agency Formation Commission

Subdivision of the State of California, Regional Service Planning
9335 Hazard Way, Suite 200

San Diego, CA 92123

RE: Municipal Service Review — Escondido Region Part One

Dear Mr. Simonds:

On behalf of the City of Escondido, we appreciate the opportunity to provide comments on
the draft municipal service review (Part One) prepared for the Escondido region. The draft
addresses the availability, need and performance of the public services provided in the region
by the Deer Springs Fire Protection District and Rincon del Diablo Municipal Water District.
For several months now, Escondido City staff have been providing data and insight to
LAFCO concerning this important effort to insure that public services are provided in the most
reliable and cost efficient manner.

The City currently provides fire services in the area under contract with the Deer Springs Fire
Protection District. The majority of Escondido receives water service from the City's Utilities
Department. While other nearby water districts provide service to small slices of the
community, Rincon serves water to the majority of those Escondido residents who do not
receive service directly from the City. As Escondido has grown, we have reached the point
where the City and Rincon overlap one another’s jurisdictional boundaries, with over 63% of
Rincon being within the City’s jurisdictional limits and over 80% of Rincon registered voters
being Escondido residents.

This structure for providing water service is duplicative, inefficient, costly, and impedes future
planning of water supply for Escondido and its surroundings. The City requests that LAFCO,
through the MSR process, examine water service in Escondido with particular attention paid
to the analysis of subsidiary status for Rincon under the City of Escondido. The City believes
that unifying service will be more efficient, improve governance and oversight of water service
in Escondido, and improve water supply planning. Recycled water service will also be
improved because the City is the majority supplier of recycled water to the Rincon district.

Paul McNamara, Mayvor  Consuelo Martinez, Deputy Mayor Olga Diaz  John Masson Michael Morasco
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Over the years, the City and Rincon have executed several agreements to coordinate the
distribution of water to customers within one another’s boundaries and to connect to one
another’s distribution system. The ideas of merging, or creating subsidiary status for Rincon,
are nothing new. Two different times in the past, the City and Rincon have entered into
Operational Merger Agreements, the first time in 1972 and the second time in 1994.
Although both Agreements were approved and executed by their respective governing
boards, neither was ultimately implemented. The City has not formally approached the
Rincon Board about the possibility of subsidiary status or merger; however, the City is willing
to work with Rincon toward that end, both at the Board / City Council level and the staff level.
The City would greatly appreciate LAFCO'’s including this in the MSR and any procedural
guidance that LAFCO can offer.

Specific comments on the content of the draft MSR are provided below in red text:

Page 15 - (c) initiating government reorganizations, such as special district formations,
consolidations, and/or dissolutions.

The City has already stated its aim for consolidation with the Rincon del Diablo MWD,
initially via subsidiary status for Rincon, and eventually merging the two water systems.

Page 19 - Escondido with considerable overlap with Rincon del Diablo MWOD.
Historically, Rincon del Diablo MWD and later Deer Springs FPD have served as
unincorporated placeholders ahead of development requiring an expanded range of
municipal services and annexing into Escondido.

As noted later in the draft MSR, there is significant mismatch between the Rincon
jurisdictional boundary (“parent district”) and its actual water service area. As detailed
in later comments, of Rincon’s five divisions, there is only one division in which a
majority of the parcels are served water by Rincon. Two other divisions have very few
customers (on the order of 100 total between them) which points to governance issues
brought on by the service area-jurisdictional mismatch. As Escondido has grown, the
rural/urban distinction has blurred almost to the point of non-existence.

Page 19 - Rincon del Diablo MWD and Escondido share four distinct municipal service
responsibilities in common: fire protection and emergency medical, potable water;
recycled water; and wastewater.

It is an important point noted elsewhere in the MSR, that growth of the City limits has,
over time, incorporated much of the Rincon parent district into the City, to the point that
voter registration overlaps by more than 80% and area overlaps by nearly 65%. The
efficiency of drinking water services in Escondido suffers because two districts serve the
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City and its immediate surrounding. Consolidating the two service providers would
improve efficiency, not only in terms of providing drinking water but also in the planning
of future development in areas within the incorporated boundary, but served by Rincon.
It is also important to note that the boundary of the Improvement District E for fire
protection is a subset of the overall water district boundary.

Page 19 - It would be beneficial for San Diego LAFCO to prepare an addendum to
separately assess governance options involving Rincon del Diablo MWD and Escondido
given overlap in boundaries and services. The addendum would respond to existing
questions in the region regarding the agencies’ ultimate service roles and primarily
premised as an informational document and potentially transition with sufficient merit
and consensus to facilitate a functional or political consolidation.

Agreed. In fact, the City will soon formally propose to Rincon to begin negotiating
functional and political consolidation.

Page 19 - Close to one-half of Rincon del Diablo MWD'’s jurisdictional boundary lies
outside its improvement districts and do not receive municipal services from the District.
Irrespective of other conclusions, San Diego LAFCO should work with Rincon del Diablo
MWD to better align the jurisdictional boundary with existing and planned service
provision and remedy otherwise misplaced boundary markers.

These facts further illustrate the City’s view that the governance issues caused by the
service area-jurisdictional mismatch are severe and bring into question whether the
division boundaries of Rincon provides fair representation to its water customers.

Page 21 - Rincon del Diablo MWD should continue its efforts to secure recycled water
supplies to meet existing and future demands within the District. This includes — ideally
— further partnering with the City of Escondido in the agencies’ shared investment in
recycled water as an effective means to reduce potable production needs.

The City is working to expand recycled water production in the region. However, the
revenue generated from recycled water sales to Rincon under the terms of existing
agreements is insufficient to merit further expansion by the City to serve Rincon’s
needs. An update of the existing agreements will be necessary to better align the
revenue generated with the cost of service if capacity to Rincon is to be significantly
increased.

Page 21 - Rincon del Diablo MWD should consider adopting its own response
standards for fire protection and emergency medical services to clarify the District’s
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performance expectations and inform additional service planning in collaboration with its
contract provider, City of Escondido.

In August 1989 the City of Escondido and the Rincon del Diablo Municipal Water District
executed a Fire Service Agreement that charged the City of Escondido to provide and
maintain an organized and equipped fire department with the duty of providing fire
protection, paramedic, and other rescue service within the boundaries of District E (IDE)
with the same level and quality of service that the fire department provides to the
citizens of Escondido. Since entering into the agreement thirty years ago, functional
consolidation has occurred to the point that the City and District jurisdiction are
regarded the same operationally. Fire department station locations and resource
assignments maximize the effectiveness of the department with no delineation between
the service areas of the City and the District. Rincon del Diablo Municipal Water District
has historically been informed of and involved with service delivery enhancements and
changes. Response time performance for priority calls has historically been measured
overall within the entire jurisdiction of both the City and District. As noted in the report,
rural areas with less density, in both the City and District, typically have longer travel
and therefore response times. It would be contrary to the intent of the original
agreement for Rincon del Diablo MWD to adopt a separate and possibly different
response standard for IDE. It is important to note that the consolidation agreement
between the District and the City provides a highly cost and operationally efficient
delivery of fire, emergency medical and rescue services to the residents of IDE which is
comprised of a disconnected patchwork scattered in unincorporated areas around the
City.

Page 22 - San Diego LAFCO should proceed to determine wastewater service
responsibilities within the Elfin Forest, Eden Hills, and Harmony Grove areas and
incorporate the analysis into subsequent sphere updates.

The City has already entered into an agreement with the Eden Hills developer to
provide sewer collection and treatment services to the Valiano development with
existing City infrastructure (excepting a new pump station to be built at developer cost).
The City hopes that LAFCO will be supportive of this agreement and associated sphere
changes as they come forward for approval.

Page 22 - San Diego LAFCO and Rincon del Diablo MWD — and irrespective of other
recommendations — should pursue realignment of the District’s jurisdictional boundary
to more succinctly reflect existing and/or planned services.
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If Rincon remains a separate entity from the City, the scope of this realignment should
not be underestimated. Based on the number of water customers in each division,
realignment would effectively eliminate two divisions and the majority of a third. It's
important to note that preservation of Fire Department revenue must be considered in
all realignment scenarios.

Page 23 - -San Diego LAFCO estimates four-fifths — or 86% — of the resident population
within Rincon del Diablo MWD overlaps with the City of Escondido. It is separately
projected that 83% of all registered voters within Rincon del Diablo MWD overlap and
are registered voters within the City of Escondido.

Further evidence that two separate water districts to serve the Escondido area is
inefficient and unnecessary.

Page 26 - Rincon del Diablo MWD’s potable water services presently comprise two
non-contiguous service areas, Improvement District 1 and Improvement District A. The
estimated combined resident population within the two service areas is 29,955.

The estimated population of the parent district is over 130,000. Most of the voters who
elect the Rincon Board — which has ultimate authority over the policies and rates of the
water service area — are in fact not Rincon water customers, but are instead City of
Escondido water customers.

Page 26 - Rincon del Diablo MWD’s potable water supp//es are entirely drawn by
contract from the San Diego County Water Authority.

As noted in later section, the ID-A section of the Rincon service area — though
contractually served by the SDCWA - functionally receives water from the Escondido
water treatment plant via City water mains.

Page 27 - The agreement with the City of Escondido has proven reliable to date in
providing Rincon del Diablo MWD adequate supplies to meet recycled water demands
within the District. However, the agreement only guarantees an annual amount of
recycled water presently equal to less than one-fifth of the District's average annual
demand during the five-year report period. The lack of additional supply guarantees
leaves Rincon del Diablo MWD’s investment in recycled water susceptible to shortfalls
going forward and merits remedy and ideally through an expanded agreement with
Escondido.
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As mentioned in an earlier comment, an update of the existing agreements will be
necessary to better align the revenue generated with the cost of service if capacity to
Rincon is to be significantly increased.

Page 49 — LAFCO independently estimates the fulltime resident population within
Rincon del Diablo MWD is 132,076 as of the term of this report period and
accommodated through 44,260 current housing units. (This estimate is for the entire
jurisdictional boundary and referred to by Rincon del Diablo MWD as the “Parent
District.”)

As noted earlier, most of the voters who elect the Rincon Board are City of Escondido
water customers. Additionally, Rincon residents that are served by Escondido City
water and are within IDE are also served by the Escondido Fire Department.

Page 51 - Rincon del Diablo MWD establishes its second improvement district in
December 1962 titled “A” to serve the southeastern portion of the jurisdictional
boundary and instep with liquidating the Escondido Mutual Water Company. Rincon del
Diablo MWD proceeds to expand the existing distribution system in the area with
multiple connections to the City of Escondido through an additional voter-approved
bond.

As noted earlier, the ID-A section of the Rincon service area — though contractually
served by the SDCWA — functionally receives water from the Escondido water treatment
plant via City water mains. The City believes that this portion of the Rincon service area
leads to inefficient service. The area is an island separated from the rest of the Rincon
system. It is served by connections to the City water system and with water produced
at the Escondido treatment plant. Functionally, it works, but service could be more
efficiently provided by a single agency — not two agencies serving islands of service
area.

Page 52 - Rincon del Diablo MWD'’s existing jurisdictional boundary spans
approximately 42.5 square miles and covers 27,205 acres (parcels and public
rights-of-way). The City of Escondido is the single largest land use authority in terms of
associated acreage with an estimated 62% of all Rincon del Diablo MWD lands lying in
the City. Nearly all of the other lands in the jurisdictional boundary are unincorporated
and under the land use authority of the County of San Diego with the small remainder
lying within the Cities of San Diego and San Marcos.

As noted in the table provided below, the City of Escondido provides water service to
the vast majority of residents in the Rincon del Diablo MWD. In fact, Escondido
provides water service to more than 98% of residents in two of the five Rincon Divisions
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and the table clearly documents the City assertion that there are serious governance
issues with divisions that include fewer Rincon customers than Escondido customers (in
every case but one).

Rincon Division | Total Number | Total Number | Total Number | Percentage of
of Parcels of Parcels | of Parcels | Parcels served

Served Water | Served Water | Water by City
by City of| by Rincon of Escondido
Escondido

1 9,158 9,035 113 98.66%

2 D229 5,195 0 99.46%

3 6,874 5,852 1,103 85.13%

4 9,208 2,542 6,665 27 .61%

b Sabl12 2,771 2,741 50.27%

TOTAL 39975 25,395 10,532 70.59%

Page 52 - Total assessed value (land and structure) of the Rincon del Diablo MWD
jurisdictional boundary is set at $14.182 billion as of April 2019. This amount translates
to a per acre value ratio of $394,699. It also represents a per capita value of $107,381
based on the estimated service population of 132,076. As a pre-Proposition 13 agency,
Rincon del Diablo MWD receives 0.69% of the 1.0% in property taxes collected.

Monies collected via property taxes is used to pay for contract fire protection services
from the City. The District provides the city with the revenue it receives from its fire fund
except for the following:

e Health/Dental and PERS unfunded accrued liability for the remaining (retired)
Rincon Fire employees. In FY 19/20 this was $15,388 and is projected to be
$18,600 in FY 20/21. (Note that these ongoing obligations of the District will
remain and likely rise)

e Materials and Supplies for the annual open house is budgeted at $8,000 per
year. A portion of these expenses are recovered through food sales at the event.

e “Other’ expenses include the administrative fee for the Fire contract. It is
budgeted at $65,000 for FY 19/20 and $68,250 for FY 20/21

When the Fire Service agreement was created, there were certain revenues of Rincon
which would be paid to the City. In addition to mitigation fees to pay for capital
improvements required due to growth, these revenues included a portion of property tax
revenues received by Rincon and the proceeds from a benefit assessment tax to pay for
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the operations of the fire department. The benefit assessment tax was set at $72 per
dwelling unit and $47 per unimproved lot within IDE, however, there was no increase
factor applied to these amounts. During the thirty years subsequent to this agreement,
the benefit assessment has remained the same while inflationary forces have driven up
the cost for personnel, supplies and equipment. Of particular concern is the pension
unfunded liability costs for safety personnel that has and will continue to rise and
outpace revenue. This issue has been raised over the years beginning in 2006 and
there have been several studies commissioned over the years by both the City and
Rincon del Diablo Municipal Water District, however, no conclusions or plans for
remedy have been made.

Page 53 - The jurisdictional boundary is currently divided into 35,932 legal parcels and
totals 24,341 acres excluding roads, rights-of-way, and water bodies. Close to
nine-tenths — or 88% — of private parcels are showing development or improvements,
albeit not necessarily at the highest density as allowed under zoning. The remainder of
private acreage is entirely undeveloped and consists of 4,108 vacant parcels that
collectively total 4,676 acres. Less than one percent of the jurisdictional boundary
qualifies as a disadvantaged unincorporated community.

Once again, the service area-jurisdictional mismatch poses very serious governance
questions. Our count of parcels is 35,975, a difference of about 0.1%. We suspect it is
due to minor differences in the maps that we used. We downloaded our map from the
Rincon web page. It's also possible that the LAFCO data is imperfect. Either way, this
difference does not undercut the basic arguments we make.

Page 59 - Rincon del Diablo MWD'’s second service area was established in 1962 and
identified as Improvement District A or “ID-A.” It comprises an approximate 1,210-acre
area in the southeastern side of the jurisdictional boundary and serves the remaining
one-tenth plus — or 13.6% — of all connections. Water supplied to ID-A is indirectly
drawn from the Water Authority through a wheeling agreement with the City of
Escondido.25 Notable areas within ID-A include portions of Bear Valley and San
Pasqual Valley. There are an estimated 2,696 residents within ID-A.

The phrase “is indirectly drawn from the Water Authority through a wheeling agreement
with the City of Escondido” is a restatement of the earlier comment that ID-A
“functionally receives water from the Escondido water treatment plant via City water
mains.” This is not a financial issue because the City is compensated for the water, but
it further illustrates an overly complex system that could be simplified by a simple
merging of the two water systems.
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Thank you for your consideration of these comments. City of Escondido staff are available to
meet to discuss and clarify any of the comments in this letter. Primary staff contacts for these
matters are the Director of Utilities, Christopher McKinney cmckinney@escondido.org, Fire
Chief, Rick Vogt rvogt@escondido.org and Director of Community Development, Bill Martin
bmartin@escondido.org.

Sincerely,

-~

Bill Martin, AICP
Director of Community Development

cC: Mayor and City Council
Jeffrey Epp, City Manager
Clint Baze, Interim General Manager of Rincon del Diablo Municipal Water District
Michael McGuinness, City Attorney
Christopher McKinney, Director of Utilities
Rick Vogt, Fire Chief
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San Diego Local Agency Formation Commission
Attn: Mr. Keene Simonds

9335 Hazard Way, Suite 200

San Diego, CA 92123

Subject: Draft Municipal Service Review on the Escondido Region: Part One
Dear Mr. Simonds:

On behalf of the Board of Directors of Rincon del Diablo Municipal Water District (Rincon Water), the
following comments are provided related to the draft Municipal Service Review (MSR) for the Escondido
Region, Part One. It was Rincon Water's pleasure to work closely with you and your staff on the
development and drafting of Chapter Three, Agency Profile, specifically Part B, Rincon del Diablo MWD,
as much of the detail and data is only available through Rincon Water.

Rincon Water staff reviewed Chapter Three in detail. Greg Thomas and | provided our comments for this
chapter in person on September 17, 2019. As there were many minor edits and key data corrections, we
felt it best to provide these in person versus a long letter.

The comments below pertain to Chapter One and Two. Specific technical or editorial comments to the
drafts are provided in Attachment A.

o Completion of the City of Escondido’'s MSR should be a prerequisite to proposed conclusions
regarding municipal services in the Escondido Region. Before any final determinations are made,
the MSR of the third agency (City of Escondido) involved in the regional review should be completed.
An agreement was made between the City of Escondido and former SDLAFCO Executive Officer
allowing the City to complete their own MSR. An initial draft was completed in 2017, an update in
2018, and subsequently, a final was completed in August 2019. Given that the Escondido region
MSR was originally scheduled to be completed in 2018, the City of Escondido’s MSR should have
been completed prior to, or in conjunction with, the other two agencies reviewed in the Escondido
region. This would have allowed for the most holistic and principled approach to evaluating the
region’s services.

e Per the Municipal Water Act of 1911 and California Water Code Sections 71000-73001, a municipal
water district can be multifunctional and provide a wide range of municipal services including water,
wastewater, recycled water, sanitation, parks and recreation, and fire protection services. More
importantly, these services can be provided irrespective to jurisdictional limitations, such as city and
unincorporated county defined boundaries. For example, Rincon Water currently provides services
in the City of Escondido, City of San Marcos, City of San Diego, and unincorporated San Diego
County. In these instances, maximum efficiency is realized by localizing the costs and benefits
specifically to those receiving the services.

1920 North Iris Lane, Escondido, CA 92026 www.rinconwater.org 760-745-5522 phone « 760-745-4235 fax
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e Special districts without jurisdictional restrictions achieve greater administrative economies of scale
to the benefit of its customers, through increased responsiveness, and well-maintained
infrastructures, better meeting the community’s expectation of high-quality service. Rincon Water is
a sensible governance solution, which has continuously increased operation and maintenance
efficiency, improved local water quality and controls, and maintained compliance with the San Diego
Regional Water Quality Control Board’s (RWQCB) Basin Plan, since Rincon Water serves as the
current lead basin agency.

e During the evaluation process related to governance, it can be argued that any consolidation of
services would best be provided by a Municipal Water District rather than a City. Customers,
especially for those not within the City of Escondido, would continue to receive full representation of
their elected leaders and maintain a fully democratic representative form of government as only a
MWD can provide. Additionally, the Rincon Water Board of Directors’ focus is water and wastewater-
centric and not deflected by other significant key city issues such as traffic flow, police services,
housing, downtown redevelopment planning, street lighting, and the like.

e The report recognizes the various agency profiles related to good financial standing, adequate and
available capacities in meeting current demands, and meeting changing roles and requirements of
their constituents. Per the report “This good and sustained fiscal standing serves to stabilize both
[Deer Springs FPD and Rincon del Diablo MWD] agencies’ municipal service activities in the
Escondido region and reflects effective management.

e Rincon Water works closely with the City, as well as other sister agencies across the region and state,
working to expand knowledge and capabilities, address regulations and legislation, promote
cooperation and joint projects/programs, and improve delivery of services to the end user. This is
done in a spirit of cooperation, mutual support, and professionalism as indicated by previous inter-
agency and inter-operability agreements between Rincon Water and the City, as well as with other
sister agencies. This has served all customers well and is not indicative of any required changes to
delivery model or organizations.

¢ Inreviewing the MSR, it was noticed there are a few areas of unincorporated territory between Rincon
Water’s current boundary and City of San Diego boundary, predominantly east/southeast of Rincon
Water's ID “A and E” near San Pasqual basin. Rincon Water is currently annexing a similar
unincorporated island area for the construction of a Hindu Temple. It is recommended that these
County of San Diego “islands” be placed in Rincon Water's sphere of influence to preclude future
issues and best provide municipal services.

Rincon Water looks forward to continuing to work with San Diego LAFCO staff on future aspects of the
MSR. Please contact me at 760-745-5522 for any further comments or questions.

Be§t Regards,

Clint R. Baze
General Manager

cc. Gerry Shoaf, District Counsel

Encl: Attachment A



Attachment A

Specific Comments

Chapter Two, Section 4.1, page 18, last sentences should read (with insert): “Deer Springs
FPD’s....... and relatively confined concentration of major government in the region
among these three agencies.” The State/County of San Diego provide services in the
region on a limited basis, such as CAL-Fire and social services.

Chapter Two, Section 4.1, second paragraph, page 19: Please define “growth
management tasks” assigned to LAFCO.

Chapter Two, Section 4.1, No. 4/Need for Additional Alignment, page 20, last sentence;
Section 4.2, Recommendations, Number 6, page 22; and Section 5.6, Option #2, page
32. These are inaccurate statements, as these areas are within unincorporated San Diego
County, and reside within Rincon Water's established service area (less Elfin Forest,
which is outside Rincon Water established service boundary and well outside City
Escondido’s sphere of influence). These areas have been identified when Rincon Water’s
latent sewer powers were approved by LAFCO in 2018 and subsequent County Board of
Supervisor approvals of two new developments to be serviced by Rincon Water for future
sewer, while water and recycled water services are already provided by Rincon Water.
This unincorporated area responsibility was removed from County Sanitation District and
transferred to Rincon Water as the successor agency in county area.

Chapter Two, Section 5.1, paragraph 2, page 23. States LAFCO estimates 86% Rincon
Water population overlap with City of Escondido, yet percentage is different than stated in
Chapter 3, Section B information. Further, this value is not germane as the 70% rule
applies to territory, not customers.

Chapter Two, Section 5.1, paragraph 5, page 23. Please explain purpose of comparison
between Rincon Water and Deer Springs FPD.

Chapter Two, Section 5.3, paragraph 3(a) iii and iv. Please provide the data and
calculations to determine these amounts.

Chapter Two, Section 5.3, paragraph 3(b) ii and iii. Correction to information. Rincon
Water is not dependent on City of Escondido recycled water storage, which the City does
not possess. In 2018 Rincon Water converted a former 3MG potable water reservoir to
recycled water reservoir, which provides expanded storage capability for Rincon Water
and delivery area and links the Harmony Grove Village Water Reclamation Plant (tertiary
plant) to the Districts recycled water system. On two occasions in 2019, Rincon Water
was able to assist the City of Escondido to store recycled water from the HARRF due to
two emergencies the City experienced, which also helped the City avoid fines. Rincon
Water designed this system to not only expand storage for District demand but understood
City of Escondido does not have this capability and District system could assist them in
emergencies.

Chapter Two, Section 5.6, Option 3. Please delete the last sentence, as this is a
premature discussion or recommendation related to “subsidiary district” status until Part
Two of the Escondido region MSR is completed. Significant jurisdictional issues arise with
this premature opinion statement.
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