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Appendix C
Comments Received

VALLEY CENTER
MUNICIPAL WATER DISTRICT

A Public Agency Organized July 12, 1954

Enrico P. Ferro

December 31, 2019 Danfel E. Hoftz
Oliver J. Smith
Honorable Dianne Jacob, Chair
County of San Diego Local Agency Formation Commission
9335 Hazard Way, Suite 200
San Diego. CA 92123
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VCMWD Draft MSR Comments -2- Dec. 31, 2019

In fact, it has been the dramatic overall increase in the cost of wholesale water from MWD and
the SDCWA (233% since 2000; from $470/AF to $1552/AF in 2019) which has reduced ag
activity and associated water demand.

2. Page 23; 4.2, Recommendations, ltem 2.

“2. San Diego LAFCO should address and reconcile Valley Center MWD’s recycled water service
activity as part of a future update to Commission Rule No. 4 with respect to formally identifying
the function, class and authorized location under statute.”

Prior to adoption of the final MSR, we would appreciate clarification as to what is being
proposed in this recommendation.

As an inland discharge agency, all wastewater being treated by VCMWD is being and will be
reclaimed, either directly by landscape irrigation or indirectly by groundwater recharge through
percolation. As part of our wastewater treatment and reclamation planning we look for and
evaluate sites for reclamation near the treatment source having landscape applications which
can accept the higher TDS water, and overlying groundwater basins or sub-basins with RWQCB
Basin Plan Objectives allowing for the application of the reclaimed water.

Valley Center MWD staff looks forward to additional discussion with LAFCO staff as to specific
context and intention of this recommendation.

3. Page 23; 4.2 Recommendation, ltem 5.

“5. San Diego LAFCO recommends the County of San Diego require future development
approvals connect to Valley Center MWD’s wastewater facilities and avoid the creation of new
systems in the region unless unique and special conditions merit otherwise.”

While this recommendation points to an ideal solution, the reality is that for inland discharge
systems with limited and sometimes finite disposal or absorption capacity, requiring all
development to connect to existing systems may not be practical or even feasible. Further,
LAFCO should consider that Valley Center MWD has a large service area and it may not be
practical or economically feasible to connect developments in the far-reaches of the service
area to existing wastewater treatment facilities. Finally, LAFCO should also be mindful that
many areas in Valley Center are zoned for large, 2-acre+ parcels amendable to sub-surface
disposal and will not require connection to conventional wastewater treatment facilities.

We would advise that the recommendation should be more along the lines of: “San Diego
LAFCO recommends that wherever economically or physically feasible, new development
should be required to connect to the two existing systems, subject to an engineering,
environmental and economic review by VCMWD to determine the need for conventional
wastewater treatment, accessibility to existing facilities, and current and potential treatment
and disposal capacity.”
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Same comment applies for Page 35, Section 5.5, Item 3.

4. P. 27, 5.3, Capacity of Public Facilities and Infrastructure Needs and Deficiencies, Item 2.
(a), li.

“ii. Valley Center MWD’s potable water supplies are entirely drawn by contract from the San
Diego County Water Authority.”

VCMWD does not, nor do any of the other member agencies, have a “contract” with the
SDCWA. We are a member agency, are a part of the SDCWA governing structure and, as such,
have access to the water they deliver, subject to our demands and the SDCWA’s limitations on
delivery, in terms of aqueduct capacity and/or imported water supply availability.

5. P. 34, Section 5.5, Status and Opportunities for Shared Facilities and Resources, 1.(a)

“Valley Center MWD has established interties with the City of Escondido, Rainbow MWD and
Yuima MWD, as well as the San Pasqual Band of Mission Indians.....

Not only does VCMWD have interties with adjacent agencies, it also has 7 aqueduct
connections located from the extreme southern end to the extreme northern end of its service
area on two completely separate SDCWA Aqueducts, tied to two treatment plants; one
operated outside San Diego County by MWD (Skinner), and one operated by SDCWA (Twin
Oaks). In addition, it has access to one 50 mgd Desal Plant and the almost 200,000 AF of
SDCWA ESP and Carry-over Storage. Further, we also have a Mutual Aide Agreement with the
SDCWA and all the 23 other SDCWA Member Agencies. Finally, the Aqueduct, Treatment,
Conveyance and Storage system owned and operated by the SDCWA fully connects and
integrates all of its 24 member agencies. This system, along with the cooperative nature and
shared resources of its member agencies, has historically provided a very high degree of
operational flexibility and reliability for the San Diego Region.

6. Page 40, Agency Profile, 2.3, Post Formation Proceedings (top page 40)

“A statewide drought and cutback in Water Authority supplies prompts Valiey Center MWD to
eliminate agricultural supply supports....

This is incorrect. The price supports for commercial agriculture were provided by MWD under
the Ag Discount Program passed through the SDCWA to the SDCWA Member Agencies. The
MWD board stopped the discount in early 1990 in response to the drought, not Valley Center
MWD.

The MWD Board vote to resume the Agricultural Discount Program did resume in May of 1994

as the Interim Ag Water Program (IAWP), an action in which Valley Center MWD played a
central role in advocating for and securing the program. The SDCWA added the Special Ag
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Water Rate (SAWR) Program on top of the IAWP in 1998 to offset the cost impact of the
SDCWA Emergency Storage Project, expanded the SAWR in 2003 to offset the cost impact of
the IID Transfer Agreement, again in 2007 to offset the cost of the SDCWA Carry-over Storage
Project, and again in 2015 to offset the cost of the Carlsbad Desalination supply. MWD ended
IAWP in 2012, but the SDCWA continued the SAWR which then later became the Transitional
SAWR and has recently taken action to make it a permanent program.

7. Page 41 - Agency Profile, 3.0 Boundaries, 3.1 Jurisdictional Boundary

“There are now two major casinos — Harrah’s Rincon and Valley View — in its jurisdictional
boundary.”

Valley View, owned by the San Pasqual Band, is in the Valley Center MWD Boundary; Harrah’s,
owned and served by the Rincon Band, is not within the Valley Center MWD Boundary.

8. Page 49 - Service Demands (first paragraph)

Reporting 681 gpd as the average daily demand per person for the fulltime population, without
pointing out that the overall VCMWD water usage includes commercial agricultural use, is
somewhat misleading in the context of comparing urban type water use.

9. Page 50 - Service Performance (top of the page)

“Rincon del Diablo MWD'’s potable water system.....”

10. Page 59 - Section 7.2, Measurements; Liquidity, Capital, Margin

In fairness, you might mention that the decline in capital is tied to annual depreciation on the
existing water and wastewater system in a period where there has not been much in terms of
new capital contributions either from VCMWD CIP and/or new development. You are also not
taking into account that much of the negative annual operational outcome is due to a non-cash
depreciation expense charged to operational expenses.

Further, your statement in this paragraph that “Valley Center MWD’s debt to net
position.....reduces the ability to secure outside capital” would only be valid if the underwriting

community stopped at a “macro level” analysis of the District financial condition.

This concludes our comments at this time. Thank you for the opportunity to comment.

As stated above, Valley Center MWD would request that this letter of comment be included in
materials going to the Commission and in the public record of the LAFCO Commission Meeting
on January 6, 2020.
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If you should have any questions or need additional information regarding these comments,
please feel free to contact me at your earliest convenience.

Sincerely;
==
Gary Arant

General Manager

cc:  Honorable Jim Desmond, Chair
Honorable San Diego LAFCO Commissioners
Keene Simonds, Executive Officer
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January 21, 2020

San Diego Local Agency Formation Commission (LAFCO)
9335 Hazard Way, Suite 200
San Diego, CA 92123

Letter of Support for Reorganization of the Valley Center Community Service District to a Community
Service Area

Dear LAFCO:

On behalf of the County of San Diego Department of Parks and Recreation (DPR), I would like to express our
support of LAFCO’s Draft Municipal Service Review (MSR) recommendation that the Valley Center Community
Service District (CSD) be reorganized into a standalone Community Service Area (CSA), with the Board of
Supervisors as the governing body and DPR managing the CSA.

A vital part of any CSA is public input regarding the maintenance and operations of its local parks and recreation
centers. Public input has many sources. One vital source of public input is provided by appointing an advisory
committee to the CSA. A CSA Advisory Committee is made up of volunteers who represent the community and
are appointed by the County Board of Supervisors. We support the Draft MSR recommendation that the current
CSD Board Members be appointed to serve as the initial CSA Advisory Committee.

Valley Center has grown tremendously in the past 20 years; the population has increased by a third, and parks and
programs managed by CSD have been pushed to maximum use. Additional maintenance and service are needed to
continue to provide the community with high-quality recreational offerings. The County of San Diego and DPR
have a long history of providing financial support to the Valley Center CSD through various programs, including
the Park Lands Dedication Ordinance and Neighborhood Reinvestment Grant Program.

1 appreciate LAFCO’s assessment of the CSD and the completion of the Draft MSR. DPR looks forward to working
with the current CSD Board members if they are appointed to the CSA Advisory Committee to improve the parks
and programs. If you have any questions or would like to schedule meetings, please contact Dave Knopp, Chief of
North Operations, at Dave.Knopp@sdcounty.ca.gov.

Sincerely,

Jason Hemmens
Acting Director
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Agenda Item No. 6a | Attachment Two

RESOLUTION NO.

RESOLUTION OF THE
SAN DIEGO COUNTY LOCAL AGENCY FORMATION COMMISSION
MAKING DETERMINATIONS

MUNICIPAL SERVICE REVIEW ON THE VALLEY CENTER REGION

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 under 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 governmental services to inform its regulatory and other planning activities; and

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

WHEREAS, the Commission’s Executive Officer and staff prepared a regional municipal service
review on public services within an unincorporated area in northern San Diego County known as “Valley
Center” consistent with statute and the adopted workplan; and

WHEREAS, the municipal service review includes an evaluation of public services provided by the
Valley Center Municipal Water District, Valley Center Fire Protection District, and Valley Center
Community Services District, hereafter referred as the “affected agencies”; and

WHEREAS, the Executive Officer’s written report on the municipal service review was presented to
the Commission in a manner provided by law; and

WHEREAS, the Commission heard and fully considered all the evidence presented at public
meetings concerning the municipal service review and most recently on March 2, 2020;

WHEREAS, as part of the municipal service review, the Commission is required pursuant to
Government Code Section 56430(a) to make a statement of written determinations with regards to
certain factors.

NOW, THEREFORE, BE IT RESOLVED, the Commission hereby finds, determines, and orders the
following:

1. The Commission determines this 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 duly considered the Executive Officer’s written report on the municipal
service review and recommendations therein on the availability, need, and adequacy of public
services provided in Valley Center and among the affected agencies.

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

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

PASSED AND ADOPTED by the Commission on March 2, 2020 by the following vote:
AYES:
NOES:
ABSENT:

ABSTAINING:

ATTEST:

Keene Simonds
Executive Officer



EXHIBIT A
MUNICIPAL SERVICE REVIEW ON THE VALLEY CENTER REGION

STATEMENT OF DETERMINATIONS
GOVERNMENT CODE SECTION 56430

The following statements have been generated from the final report prepared as part of the scheduled
municipal service review on the Valley Center region. Abbreviations and/or acronyms, accordingly, are
incorporated into the statements below for brevity.

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

a)

b)

d)

San Diego LAFCO independently estimates there are 29,295 total fulltime residents collectively
served by the three affected agencies in the Valley Center region as of the end of the five-year
report period.

The estimated total fulltime resident population in the Valley Center region at the end of the
five-year report period of 29,295 largely overlaps among the three affected agencies with
individual estimates as follows:

i. 28,210 residents in Valley Center MWD.

ii. 19,097 residents in Valley Center FPD.

iii. 19,008 residents in Valley Center CSD

San Diego LAFCO estimates the combined annual rate of new fulltime population growth in the
Valley Center region during the five-year report period has been 0.84% and has netted 1,896 new
residents. The annual rate since 2000, however, has been 1.9% and reflects the significant

amount of growth and development in the region.

The annual population growth rates among the three affected agencies in the Valley Center
region during the five-year report period have varied with individual estimates as follows:

i. 0.84%in Valley Center MWD.

ii. 1.1%in Valley Center FPD.

iii. 1.0%in Valley Center CSD.

Accommodating the estimated population growth in the Valley Center region during the five-

year report period has been the construction 294 new residential units, which represents an
overall increase in the local housing supply of 2.8%.



f) The estimated population growth has contributed to an approximate one-fourth decrease in
the number of vacant housing units in the Valley Center region from 8.0% to 6.1% during the five-
year report period.

g) The Valley Center region remains predominately rural with an overall average of 2.5 acres for
every one resident. This rate — however — has decreased during the five-year report period by
nearly one-tenth and 2.7 acres for every one resident and reflects the changing and increasing
development of the region.

h) San Diego LAFCO projects the current growth rate within the Valley Center region and within the
three affected agencies will generally hold over the report timeframe. However, additional and
more intensive growth is expected in the longer run given the region’s proximity to Interstate 15
coupled with increasing economic challenges for area landowners to maintain lands in
agricultural production.

i) San Diego LAFCO should coordinate with the County of San Diego and SANDAG to develop
buildout estimates specific to each affected agency in the Valley Center region and incorporate
the information into the next scheduled municipal service review.

j) A review of current demographics reveals no substantial differences within the three affected
agencies in the Valley Center region, and as such indicates the individual communities are
relatively homogenous in social and economic standing and - notably - contrasts with
countywide averages. Additional demographic details follow.

(a) Residents in the Valley Center region tend to be older with a median age of 43.1 and nearly
one-fourth higher than the corresponding countywide average of 35.3. This distinction in age
is similarly illustrated with 23.4% of the region now collecting retirement compared to only
17.7% in all of San Diego County.

(b) Monthly housing costs in the Valley Center region have modestly decreased over the five-year
report period and attributed — among other factors - to increased housing stock. Theregion’s
average monthly housing cost of $1,958, however, remains one-fifth higher than the
countywide average of $1,578.

(c) Residents in the Valley Center region have experienced moderate increases in their household
incomes during the five-year report period with the present median amount at $81,654 and
one-fifth above the countywide average of $66,529.

2. 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.

a) No lands within or immediately adjacent to the Valley Center region currently qualifies as a
disadvantaged unincorporated community under San Diego LAFCO policy.



3. Withrespect 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.

a) Allthree affected agencies in the Valley Center region have experienced sizeable increases and/or
changes in municipal service demands over the five-year report period. The increase and change
in demands — albeit to different levels — necessitate additional infrastructure resources among all
three agencies to accommodate expected growth and most pertinent to Valley Center CSD given
existing deficiencies.

b)

The following statements apply to the Valley Center MWD with respect to the availability,
adequacy, and performance of its three active municipal service functions: potable water;
recycled water; and wastewater.

1. With respect to potable water, San Diego LAFCO determines the following.

iii.

Valley Center MWD’s potable water function commenced in 1955 and classified as retail
for purposes of identifying powers under G.C. Section 56425(i) and Commission Rule No.
4. This activated power covers the entire District jurisdictional boundary.

Valley Center MWD is a member agency of San Diego County Water Authority and its
entire potable water supplies are drawn from imported water. The availability of these
pretreated supplies has proven increasingly reliable due to ongoing investments and
absent a significant infrastructure failure is considered relatively stable and can
withstand normal weather fluctuations.

Valley Center MWD’s potable water supplies and associated infrastructure sufficiently
meet existing demands and are expected to hold through the timeframe of this report.
This statement is substantiated given the average annual water production demands
during the five-year report period represents only 19% of the District’s maximum
accessible supply based on infrastructure capacity to the San Diego County Water
Authority. Further, the average peak-day demand during the report period represents
40% of the District’s available supply.

Valley Center MWD’s potable storage is sufficiently sized and can readily
accommodate peak-day demands with the five-year report period average
representing 29% of existing capacity. This existing storage amount is sufficient to
cover 3.5 days of average daily usage without recharge.

Valley Center MWD’s potable water demand as measured on a per capita basis has
decreased by (25.9%) over the five-year report period. This contrast with an overall
estimated growth rate of 4.2% and suggest — among other factors, including changes
in agricultural practices — users are de-intensifying their water uses.



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

Valley Center MWD’s recycled water function commenced in 2005 and currently
involves retailing to one customer, Woods Valley Ranch Golf Course. San Diego LAFCO
should address this active service function under Government Code Section 56425(i)
as part of a future policy update to Commission Rule No. 4 with respect to formally
identifying the function, class, and authorized location as deemed appropriate by the
Commission.

The current average demand of recycled water during the five-year report period has
been 0.200 million gallons per day at Valley Center MWD’s Woods Valley Ranch Canyon
Reclamation Facility and is solely used for irrigation by the Woods Valley Golf Course.

Valley Center MWD is exploring opportunities to establish recycled water service
within the Moosa service area in coordination with a development application on file
with the County of San Diego known as Lilac Hills Ranch.

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

Vi.

Valley Center MWD’s wastewater function commenced in 1975 classified as collection,
treatment, and disposal for purposes of identifying powers under Government Code
Section 56425(i) and Commission Rule No. 4.

Valley Center MWD’s wastewater function is currently limited to two distinct service
areas: Moosa and Woods Valley.

Valley Center MWD’s Moosa facilities are designed to accommodate an average daily
wastewater flow of 0.440 million gallons. The current average daily demand over the
five-year report period has been 0.298 million gallons and equals 67% of the total
system capacity. The capacity consumption — pertinent - increases to 87% based on
average peak-day flows during the period and is approaching facility limitations.

The Moosa Reclamation has been designed to accommodate an expansion to increase
the average daily wastewater flow capacity to 1.0 million gallons subject to funding of
capital improvements. This expansion capability provides remedy to existing peak-day
flows approaching current capacity and pertinently enables the District to
accommodate additional growth in the area.

Valley Center MWD’s Woods Valley facilities are designed to accommodate an average
daily wastewater flow of 0.275 million gallons. The current average daily demand over
the five-year report period has been 0.0.41 million gallons and equals 15% of the total
system capacity. The capacity consumption increases to 19% based on average peak-
day flows during the period.

The average peaking factors during the five-year report period within Valley Center
MWD’s two wastewater systems — Moosa and Woods Valley - are less than 1.3 and
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substantiate both collection systems are in good condition with limited inflow and
infiltration from runoff and groundwater.

¢) The following statements apply to the Valley Center FPD with respect to the availability,
adequacy, and performance of its three active municipal service functions: fire protection/rescue;
emergency medical; and ambulance transport.

1. With respect to fire protection/rescue and emergency medical, San Diego LAFCO determines
the following.

Vi.

vii.

Valley Center FPD’s fire protection/rescue and emergency medical functions are
organized as one integrated service and commenced in 1983.

San Diego LAFCO classifies the nature of Valley Center FPD’s fire protection/rescue
function as structural for purposes of identifying powers under Government Code
Section 56425(i) and Commission Rule No. 4.

Valley Center FPD has successfully transitioned its fire protection/rescue and emergency
medical function from an initial all-volunteer organization to its current combination
career/reserve all-career organization beginning in 2013.

Overall onsite incidents within Valley Center FPD have averaged 4.0 daily over the five-
year report period. Demands have increased overall by 135% during this period and are
largely attributed to overall growth factor as well as increased activity at the casinos and
special events at local businesses such as Bates Nuts Farm and Lavender Fields.

Valley Center FPD has responded exclusively to 87% 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 generally developed and maintained
adequate resources to meet existing demands.

Valley Center FPD’s ability to continue to sufficiently meet demands requires additional
resources and adaption to the jurisdictional boundary’s ongoing transition from rural to
suburban. This transition — notably - is marked by serving an increasing number of
geographically separated neighborhoods and has contributed to rising average travel
response times from 10.43 to 11.12 minutes during the five-year report period.

Valley Center FPD recently retained an outside consultant to prepare a standards of
coverage study on the District with recommendations therein to adopt a travel response
standard of 8:00 minutes as well as construct a third fire station near the intersection of
Cole Grade Road and Cole Grade Lane.

2. With respect to ambulance transport, San Diego LAFCO determines the following.



i. Valley Center FPD’s ambulance transport function was established in 2015 in
conjunction with being awarded an exclusive operating contract through the County
of San Diego to serve the greater Valley Center area. The contracted service area
includes all of the District and an additional 768.8 square mile.

ii. San Diego LAFCO classifies Valley Center FPD’s ambulance transport function as advance
life support or ALS for purposes of identifying powers under Government Code Section
56425(i) and Commission Rule No. 4.

iii. Valley Center FPD separately contracts with Mercy Medical Transportation to
supplement ambulance transport services. This contract provides Valley Center FPD the
ability to effectively provide ALS ambulance transport through the combination of
Mercy paramedics and District emergency medical technicians.

iv. Overall onsite incidents within Valley Center FPD’s contract service area have averaged
3.2 daily over the five-year report period with nearly nine-tenths - or 87% — originating
in the District. Demands have risen overall by 19% and attributed to increasing
population and societal changes in medical care.

d) The following statements apply to the Valley Center CSD with respect to the availability,
adequacy, and performance of its lone active municipal service function: park and recreation.

i. Valley Center CSD’s park and recreation function was established at the time of the
District’s formation in 1966.

ii. San Diego LAFCO determines there are no applicable class categories relative to Valley
Center CSD’s park and recreation function under Government Code Section 56425(i) and
Commission Rule No. 4.

ii. Valley Center CSD’s public facilities currently total 73.5 acres and divided between five
distinct sites within it jurisdictional boundary. One of the sites — however —involves Star
Valley Park and its 45.5 acres, which remains closed to the public in the absence of
funding to make improvements and address liability concerns; the substantive result is
an available parkland total within the District of 28.0 acres.

iv. Valley Center CSD’s current available parkland produces a ratio of 1.5 acres for every
1,000 residents. This ratio falls substantially below baseline standards established by
the State of California for local communities under the Quimby Act, which specifies 3.0
acres for every 1,000 residents.

v. Valley Center CSD does not have a master plan or other formal document to guide park
and recreation services within the District. =~ The absence of this type of document
hinders the District’s ability to strategically plan and allocate resources in @ manner
consistent with Board objectives and priorities.

4. 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.
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a) Allthree affected agencies in the Valley Center region operate with significantly different financial
means in providing municipal services to their constituents and experienced - albeit to differently
— fiscal stress during the five-year report period.

b) The combined net position of the three affected agencies in the Valley Center region decreased
by more than one-tenth — or 12.8% — from $102.8 million to $89.6 million during the five-year report
period.

¢) The ability of the three affected agencies to fund their municipal service functions through new
assessments and taxes appears constrained given current constituent reluctance as evident by
the recent defeat of Measure SS; a proposed $180 annual parcel tax by Valley Center FDP and
disapproved by voters in November 2018.

d) Valley Center MWD’s net position has decreased during the five-year report period with an overall
change of (13.7%) from $97.2 million to $83.9 million and produces a net loss of $13.3 million.
Additional details on financial standing follow.

i. The unrestricted portion of Valley Center MWD’s net position has decreased by (47.5%)
over the five-year report period finishing with a balance equal to cover 2.5 months of
actual operating expenses.

ii. Valley Center MWD experienced an average annual total margin gain of 3.3% during the
five-year report period. The operating margin, however, finished each year in deficit
with an average loss of (3.1%) and reflects the District’s reliance on general property tax
revenues to help meet enterprise operating costs.

ii. Valley Center MWD finished the five-year report period with a sizeable reduction in
available capital and is attributed to new loans with the State of California to expand the
Woods Valley Ranch Reclamation Facility. This reduction is reflected in the District’s
debt-to-net position totaling 65.0% at the end of the period and means nearly two-thirds
of the net position is tied to long-term financing.

iv. Valley Center MWD’s combined funded ratio for pension obligations with CalPERS at the
end of the five-year report period finished at 60.9% and considered in critical status
based on federal standards for retirement systems. This ratio has also decreased overall
by (1.9%) over the prior 48-month period in which statements are available.

e) Valley Center FPD’s net position has steadily decreased each year during the five-year report
period with an overall change of (13.6%) from $5.2 million to $4.5 million and produces a net loss
of $0.698 million. Additional details on financial standing follow.

i. The unrestricted portion of Valley Center FPD’s net position has increased by 3.2% over
the five-year report period ending with a balance equal to cover 12.0 months of actual
operating expenses.



5.

ii. Valley Center FPD experienced an average annual total margin loss of (10.7%) during
the five-year report period. The average operating margin trended similarly during the
period at (11.2%).

iii. Valley Center FPD finished the five-year report period with limited long-term
obligations and reflected with both the District’s debt ratio and debt-to-net position
ratios falling under 7.0%.

iv. Valley Center FPD does not have any recorded pension obligations. = Employees
participate in a 457(b) deferred compensation program instead.

f) Valley Center CSD’s net position has steadily increased each year during the five-year report
period with an overall change of 180.8% from $0.458 million to $1.286 million and produces a net
gain of $0.828 million. Additional details on financial standing follow.

i. The unrestricted portion of Valley Center CSD’s net position has increased by 107.0%
over the five-year report period with an ending balance equal to cover 6.0 months of
actual operating expenses. This latter amount - notably and as a non-enterprise
agency - leaves the District susceptible to service interruptions and highlights the
importance of cash-flow management.

ii. Valley Center CSD experienced an average annual total margin gain of 26.3% during the
five-year report period. The average operating margin finished close to one-half lower,
but nonetheless in positive territory at 14.7%.

iii. Valley Center CSD finished the five-year report period with nearly no long-term
obligations reflected with both the District’s debt ratio and debt-to-net position ratios
ending at 1.5% and 0.0%, respectively.

iv. Valley Center CSD does not have any recorded pension obligations.

v. Valley Center CSD audited financial statements — importantly — during the five-year
report period do not inventory capital assets. This significant omission merits
correction and undermines the validity of the stated net position given over four-fifths
of the District’s balance sheet is unsubstantiated.

Withrespect 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.

a) All three affected agencies have established responsive shared resources with other
agencies in fulfilling their responsibilities to provide specified municipal functions to their
respective constituents in the Valley Center region. Examples follow.

i. Valley Center MWD has established interties with the City of Escondido, Rainbow MWD,
and Yuima MWD as well as the San Pasqual Band of Mission Indians to receive and
provide treated potable water supplies to one another in the event of emergencies
and/or other interruptions in normal operations. These interties provide important

10



6.

redundancy protections in the broader region and particularly germane to help redirect
supplies in response to earthquake and wildfire events.

ii. Valley Center FPD maintains automatic aid agreements with several adjacent service
providers —including City of Escondido, CAL FIRE, and the Rincon and San Pasqual Indian
Bands - to receive and provide fire protection/rescue and emergency medical services
within their respective boundaries based on dispatch proximity. These agreements are
particularly pertinent to maintain for Valley Center FPD to address multiple incidents
within its boundary given size and topography service challenges.

iii. Valley Center CSD coordinates closely with the County of San Diego and its Parks and
Recreation Department in providing services within the District boundary. This includes
utilizing developer fees generated from the County’s Parkland Dedicated Ordinance to
fund new park and recreation amenities through a Board of Supervisors approval
process.

b) Opportunities to share and/or consolidate resources between Valley Center FPD and the County
of San Diego merit continued attention. Exploring these opportunities is consistent with San
Diego LAFCO’s standing policy objective to facilitate the orderly extension of the County Fire
Authority and its role to organize and provide fire protection services in unincorporated San
Diego County.

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.

a) All three affected agencies in the Valley Center region are governed by responsive officials and
illustrated by holding regular monthly meetings, timely posting agendas and minutes online,
and employing and/or otherwise contracting professional staff. All three agencies
advantageously contribute to the region and its distinct character.

b) The All three affected agencies in the Valley Center region share substantially similar
jurisdictional boundaries and are authorized with common service powers under their principal
acts subject to San Diego LAFCO approval. San Diego LAFCO believes — and irrespective of
prompts otherwise in statute — the agencies’ existing and separate operations appropriately
serves the region and preliminary analysis suggests exploring a regional consolidation is not
sufficiently merited at this time.

c) San Diego LAFCO has previously designated Valley Center MWD as the appropriate current and
future wastewater provider in the Valley Center region. Accordingly, and in the absence of
unique conditions meriting otherwise, San Diego LAFCO recommends the County of San Diego
require all future development approvals connect to the District’s wastewater facilities and
avoid new systems in the region.

d) All Valley Center CSD should remedy existing deficiencies with its annual audit process and

establish present-day values for its capital assets less appropriate depreciation amounts. These
efforts would substantiate the District’s financial statements and create added trust with its
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g)

constituents and help ensure their ongoing financial investment in the agency is appropriately
reciprocated.

It Valley Center CSD operates under a governance model that is increasingly antiquated relative
to industry standards and use therein of economies of scale and new development to fund
existing and new park and recreation services. This antiquation is reflected in the District’s
ability to secure grants to purchase the Valley Star Park site but without the resources to fund
and maintain improvements. A reorganization of the District and transition to a new County
Service Area to directly draw on the expanded resources of the County Parks and Recreation
Department coupled with a more direct connection to syncing developer funding appears
sufficiently merited.

San Diego LAFCO encourages Valley Center CSD and the County of San Diego to consider a
coordinated reorganization proposal filing with the Commission consistent with the preceding
determination and under mutually acceptable terms.  This includes — but not limited to -
considering the creation of an advisory committee for the new County Service Area consisting
of the current CSD Board to continue to provide local input on park and recreation services and
priorities in Valley Center.

None of the three affected agencies in the Valley Center region report providing municipal
services beyond their jurisdictional boundaries except for limited automatic aid responses by
Valley Center FPD. There also does not appear to be any pending needs or demands to establish
services outside the affected agencies’ existing boundaries and/or spheres of influence.
Accordingly, and absent new information, it would be appropriate for San Diego LAFCO to
proceed with updating and affirming — with no changes — the affected agencies’ spheres.
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