














» General Themes and Conclusions

More of this acreage appears to have been left fallow and
suggests —among other items —the cost of growing avocados
in the “Avocado Capital of the World” for many local farmers
has become unsustainable. Consequently, and in the absence
of a turnaround and/or replacement crop emerging, the
region will increasingly become an intersection point where
the demand for housing in greater San Diego County meets
the supply of available land.

A review of the Fallbrook region relative to San Diego
LAFCO's growth management tasks and interests produces

nine central themes or conclusions. These conclusions
collectively address the availability, need, and adequacy
of municipal services in the region and range in substance
from addressing governance dynamics to financial
standing. The conclusions also address potential sphere of
influence changes among the four affected local agencies.
The conclusions are independently drawn and sourced to
information collected and analyzed by the Commission
between 2016 and 2020 with limited exceptions and
detailed in the agency profiles.

Close to one-fifth of all avocado groves in the Fallbrook
region have been lost during the report period.
Consequently, and in the absence of a turnaround
and|or replacement crop emerging, the region will
increasingly become an intersection point where

the demand for housing in greater San Diego County

meets the supply of available land.

No.1

Introductory Municipal Service Review
This report represents the Commission'’s first comprehensive
municipal service review prepared on the Fallbrook region
and the four affected local agencies — Fallbrook PUD, North
County FPD, Rainbow MWD, and CSA No. 81. The report
consequently serves as a dual introduction. This is marked
by introducing the affected agencies and their constituents
in real-time to an otherwise unfamiliar and relatively
detailed outside planning process. The introduction similarly
introduces the Commission to the affected agencies and
their service functions at depths previously unvisited with
the underlying goal of establishing baseline information to
track and measure going forward.

[sdlafco.org]

No. 2

Slow and Steady Consolidation of Local
Government

The Fallbrook region has slowly and steadily experienced a
significant amount of consolidation in local government in
recent history with the number of special districts having
been reduced by one-half from eight to the current four:
Fallbrook PUD; North County FPD; Rainbow MWD; and CSA
No. 81. Opportunities for additional consolidation appear
notionally plausible —and in some cases presumably probable
—given overlapping and/or adjacent boundaries with common
services powers. Nonetheless, community interest in the topic
appears limited at this time and materially contributed to the
Commission choosing torejectthe last proposed consolidation
in the region involving Fallbrook PUD's proposed takeover of
Rainbow MWD in September 2015.
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» General Themes and Conclusions

No. 3

Avocados’ Influence in the Region
The Fallbrook region remains mostly rural in
character outside the Town of Fallbrook’s core
and continues to function as a community
separator between the more urban uses to
the north (Temecula) and south (Escondido)
along the Interstate 15 corridor. This
historical role is largely attributed to

the region’s successful immersion in
agriculture with avocados being the
primary cash crop since the introduction of
reliable water supplies in the 1950s. The
recent and significant decline in avocado
production, highlighted by the loss of
nearly one-fifth of planted acreage during
the reporting period, suggests the cost of
growing avocados in the "Avocado Capital
of the World” is becoming unsustainable and
fundamental changes in land use and municipal
service needs may be on the horizon.

No. 4

Growth is Happening
Irrespective of the staying power of avocados and agriculture
overall, it is reasonable to assume some level of substantive
growth and development will occur in the Fallbrook
region and potentially within the timeframe of this report.
This assumption ties to the critical demand for housing
in San Diego County paired with the region’s available
land supply with more than two-fifths of private acreage
remaining undeveloped with existing jurisdictional access
to wholesale water supplies via the County Water Authority
and Metropolitan Water District of Southern California.
Ongoing declines in avocado production will expedite and
intensify this otherwise expected trend.

No.5

Distinguishing Gray, Green, and Blue
(Collar) Demographics

Demographic information for the Fallbrook region shows
residents tend to be measurably older with higher household
incomes relative to overall averages in San Diego County at
the end of the report period. Somewhat relatedly, one out
of every four adults in the region are collecting retirement
payments, which is nearly double the ratio for all of San
Diego County. Additionally, and separately, the combination
of high incomes and comparatively low college degree
holders suggests a relatively high percentage of the region’s
workforce involves professional blue collar (i.e. agriculture,
construction, public safety, etc.).

[sdlafco.org]

Solar panels
facilitate well
pumping in
Fallbrook, California.

No. 6

Adequate and Excess Municipal

Service Capacities

Fallbrook PUD, North County FPD, and Rainbow MWD
collectively serve as the municipal service hubs for the
Fallbrook region and through the end of the report period have
established adequate capacities to meet current demands
relative to their core growth-supporting functions: potable
water; wastewater; and fire protection. No substantive
deficiencies have been identified and all core functions have
excess capacities to accommodate the anticipated growth
within the report timeframe without exceptions.

No. 7

Stress-Testing is Underway

Three of the four affected agencies in the Fallbrook region —
Fallbrook PUD, North County FPD, and Rainbow MWD — have
experienced clear and measurable financial stresses during
the report period. This includes all three agencies undergoing
moderate to substantive declines in their liquidity, capital, and
margin levels with the latter measurement magnified by two —
North County FPD and Rainbow MWD —finishing with negative
average total and operating margins over the corresponding 60
months. While all three agencies remain solvent based on their
overall net positions, the recent trends are noteworthy and
merits additional Commission attention going forward.
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» Recommendations

10.

11.

12.

All affected agencies in the Fallbrook region should
enhance accountability to their constituents by
permanently live-streaming and posting videos of
board meetings online. These efforts grant constituents
immediate access to the Board while remedying
logistical obstacles (work, childcare, etc.) and further
sunlights decision-making.

The Commission should prepare a future informational
report to advise on current statutory thresholds
and associated incorporation opportunities in the
Fallbrook region.

Fallbrook PUD has filed areorganization with San Diego
LAFCO to activate certain latent powers and headlined
by parks and recreation, roads, and street lighting.
Approval of the proposal may further illuminate the
merits of reorganizing Fallbrook PUD into a community
services district to provide a local governance model
that can continue to evolve with the community needs
and serve as the preferred transitional vehicle to a
potential incorporation.

[sdlafco.org]

13.

14.

15.

Downtown
Fallbrook area on
a sunny day.

Fallbrook PUD, Rainbow MWD, and CSA No. 81 do
not report providing municipal services beyond their
jurisdictional boundaries. There also does not appear to
be any pending needs or demands to establish services
outside the affected agencies’ boundaries. San Diego
LAFCO should proceed with updating and affirming —
with no changes — these agencies’ spheres of influence
upon completion of the municipal service review.

There appears to be merit in expanding North County
FPD's sphere of influence into Riverside County to
more accurately reflect the FPD’s current and probable
service area going forward given location and existing
automatic aid arrangements. San Diego LAFCO should
further explore this potential amendment — directly
or as special study area — upon completion of the
municipal service review.

Notwithstanding other recommendations, a boundary
adjustment between San Diego and Riverside Counties
appears geographically merited to expand the former
further into the De Luz area to reflect existing
accessibility and firstiresponder activities. San Diego
LAFCO should coordinate with Riverside LAFCO in
assessing the political merits of a boundary change and
related interest therein by affected landowners and
residents and proceed as appropriate.
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EXHIBIT A
MUNICIPAL SERVICE REVIEW ON THE FALLBROOK 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 Fallbrook region and specific attention to the principal local agency -
Fallbrook Municipal Water District. Abbreviations and/or acronyms, accordingly, are incorporated into
the statements below for brevity.

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

1. San Diego LAFCO independently estimates the annual population growth rate within the affected
agencies in the Fallbrook region during the five-year report period as follows.

(a) 0.4%annual population growth rate within Fallbrook PUD.
(b) 1.4% annual population growth rate within Rainbow MWD.
(c) 0.7%annual population growth rate within North County FPD.
(d) 0.6%annual population growth rate within CSA No. 81.
2. Ataminimum, itis reasonable to assume recent growth trends in the Fallbrook region will continue
over the next five-year period and will result in the following population changes within the

affected agencies by 2025.

(a) The projected total population in Fallbrook PUD will increase by 592 — or 118 annually — and
reach 34,578 by 2025.

(b) The projected total population in Rainbow MWD will increase by 1,332 — or 266 annually —
and reach 23,462 by 2025.

(c) The projected total population in North County FPD will increase by 1,835 — or 367 annually
—and reach 54,838 by 2025.

(d) The projected total population in CSA No. 81 will increase by 6,915 - or 1,383 annually — and
reach 50,600 by 2025.

4. Fallbrook PUD’s and CSA No. 81’s annual growth rate of 0.4% and 0.6% during the five-year period,
respectively, finished below the corresponding change for San Diego County at 0.7%.



5. The Fallbrook region’s location near existing transportation corridors (State Route 76 and Interstate
15) and inclusion in the San Diego County Water Authority and Metropolitan Water District of
Southern California’s wholesale water jurisdictions suggests substantive growth will occur in the
future — though not necessarily in the timeframe of this report.

6. San Diego LAFCO should coordinate with the County of San Diego and SANDAG to develop
buildout estimates specific to each affected agency in the Fallbrook region and incorporate the
information into the next scheduled municipal service review. This should include assessing
potential impacts tied to the recent passage of Senate Bill 9 (Weiner) and the allowance for
additional lot splitting to accommodate more housing throughout California.

7. The estimated loss of nearly (one-fifth) of avocado acreage in the Fallbrook region during the five-
year report period is alarming and counterproductive to San Diego LAFCO’s adopted policies to
promote and enhance agricultural resources. Accordingly, the Commission should explore this topic
in more detail as part of its current two-year planning grant with the State of California to
independently assess agricultural trends in San Diego County.

8. Areview of demographics among the affected agencies in the Fallbrook region during the five-year
report period shows residents are more or less similar with one another with respect to age,
income, and other social measurements. Notably, residents in the region tend to be measurably
different relative to countywide averages with respect to being older, having higher household
incomes, collecting retirement, and with less formal education.

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. All affected agencies in the Fallbrook region have lands within their jurisdictional boundaries
qualifying as disadvantaged unincorporated communities or under San Diego LAFCO policy.

2. The highest percentage of DUCs in the Fallbrook region lies within Fallbrook PUD with more than
one-seventh — or 15% — of its jurisdictional boundary qualifying.

3. Rainbow MWD, North County FPD, and CSA No. 81’s percentages of DUCs within their jurisdictional
boundaries are 3%, 9%, and 9%, respectively.

4. Land immediately adjacent to the affected agencies in the Fallbrook region also qualify as DUCs
under San Diego LAFCO policy. Additional analysis is needed to determine the percentage of these
qualifying lands that concurrently lie within public water, wastewater, and fire protection service
providers.



[Il. 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. The following statements apply to the Fallbrook PUD with respect to the availability, adequacy,
and performance of its three active municipal service functions: a) potable water; b) wastewater;
and c) recycled water.

(a) With respect to potable water services:

Vi.

Vii.

viii.

Fallbrook PUD’s potable water function commenced in 1922 in conjunction with its
formation and classified as retail under LAFCO statute and Commission Rule No. 4.

Fallbrook PUD’s potable water service authorization covers its entire jurisdictional
boundary. San Diego LAFCO estimates the population in the potable water service area
at the end of the five-year report period at 23,360. This estimate represents 69% of the
total estimated District population.

Fallbrook PUD is currently dependent on pre-treated potable water supplies from the San
Diego County Water Authority. Fallbrook PUD’s current infrastructure capacities to the
transmission line limit the maximum day supply access to County Water Authority supplies
to 158.6-acre feet.

Average day demands have equaled 25.1 acre-feet during the five-year report period with
an overall change of (24.3%). This average demand measures 16% of Fallbrook PUD’s
accessible daily supplies and sufficient to meet current and anticipated demands through
the report timeframe under normal conditions.

Peak-day demands have averaged 62.0 acre-feet during the five-year report period with
an overall change of (5%). This average demand equals 39% of Fallbrook PUD’s accessible
daily supplies and sufficient to meet current and anticipated demands through the report
timeframe under normal conditions.

Estimated per capita daily uses have decreased by (21%) over the five-year report period
from 377 gallons to 298 gallons. This overall decrease contrasts with the estimated 2%
increase in population and attributed to substantial reductions in demand from
agricultural users.

Additional analysis is needed and merited to assess whether the portion of daily uses
within Fallbrook PUD is dedicated to indoor use and the relationship therein in meeting
the State of California’s advisory target to limit capita usage to 55 gallons.

Total storage within Fallbrook PUD’s potable water service area is 103 acre-feet and rises
to 1,453 acre-feet when Red Mountain Reservoir storage capacity is included. This storage
capacity can accommodate up to four days of average day demands and increases to 58
days when storage from Red Mountain Reservoir is included.



(b)

Vi.

(9)

Potable water rates have increased by 47% for residential users and 50.0% for agricultural
users during the period.

San Diego LAFCO should coordinate with the County of San Diego to identify active
groundwater wells within Fallbrook PUD and incorporate the information into the next
scheduled municipal service review.

With respect to wastewater services:

Fallbrook PUD’s wastewater function commenced in 1994 as successor agency to the
Fallbrook Sanitary District. This active service function is classified as collection,
treatment, and disposal under LAFCO statue and Commission Rule No. 4.

Fallbrook PUD’s wastewater function is geographically limited by San Diego LAFCO to an
internal area that spans approximately 4,200 acres and equals 15% of the jurisdictional
boundary.

The total wastewater service population for Fallbrook PUD at the end of the five-year
report period is estimated by San Diego LAFCO at 13,794. This estimate represents 41% of
the total estimated District population.

The average daily flows generated during the report period in the Fallbrook PUD service
area has been 1.488 million gallons with an overall change of 8.1%.

Fallbrook PUD’s wastewater system is presently operating at 55% capacity under normal
conditions based on average day demands during the five-year report period. Capacity
usage increases to 75% during peak wet periods and suggest excessive inflow and
infiltration is entering the collection system.

San Diego LAFCO should coordinate with the County of San Diego Environmental Health
Department to identify active septic systems within Fallbrook PUD and incorporate the
information into the next scheduled municipal service review.

With respect to recycled water services:

Fallbrook PUD’s recycled water function commenced in 1991 in conjunction with
completing capital improvements at the Fallbrook Water Reclamation Facility and
involves retail only. All retailed recycled water is tertiary.

The average day retailing of recycled water has been 1.770 million gallons during the five-
year report period with an overall change of (19%). The average day amount equals 22%
of concurrent potable water sales during the 60-month period.

The average recovery of produced recycled water into retail sales has been 41.4% during
the report period with an overall change of (27.5%).



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.

Additional information is needed to determine whether any services are retailed outside
their boundary.

2. The following statements apply to the Rainbow MWD with respect to the availability, adequacy,
and performance of its two municipal service functions under its Municipal Water District principal
act: (a) potable water and (b) wastewater.

(a) With respect to potable water service:

Vi.

Vii.

Rainbow MWD’s potable water function commenced in 1953 in conjunction with its
formation and classified as retail under LAFCO statute and Commission Rule No. 4.

Rainbow MWD’s potable water service authorization covers its entire jurisdictional
boundary. San Diego LAFCO estimates the population in the potable service area at the
end of the five-year report period at 17,003. This estimate represents 77% of the total
estimated District population.

Rainbow MWD is currently dependent on potable water supplies imported from the San
Diego County Water Authority. Rainbow MWD’s current infrastructure capacities to the
transmission line limit the maximum day supply access from the County Water Authority
to 398.9 acre-feet.

Average day demands have equaled 46.5 acre-feet during the five-year report period with
an overall change of (24.4%). This average demand measures 12% of Rainbow MWD’s
accessible daily supplies and sufficient to meet current and anticipated demands through
the report timeframe under normal conditions.

Peak-day demands have averaged 127.0 acre-feet during the five-year report period with
an overall change of 2%. This average demand equals 32% of Rainbow MWD’s accessible
daily supplies and sufficient to meet current and anticipated demands through the report
timeframe under normal conditions.

Estimated per capita daily uses have decreased by (29%) over the five-year report period
from 1,030 gallons to 728 gallons. This overall contrasts with the estimated 5.6% increase
in population and attributed to substantial reductions in demand from agricultural users.

Additional analysis is needed and merited to assess whether the portion of daily uses
within Rainbow MWD is dedicated to indoor use and the relationship therein in meeting
the State of California’s advisory target to limit capita usage to 55 gallons.



viii.  Total storage within Rainbow MWD’s potable water service area is 695.0 acre-feet. This
storage capacity can accommodate up to 15 days of average day demands without
recharge.

ix.  Water rates have increased by 9.1% for residential users and 12.0% for agricultural users
during the period.

X.  San Diego LAFCO should coordinate with the County of San Diego to identify active
groundwater wells within Rainbow MWD and incorporate the information into the next
scheduled municipal service review.

(b) With respect to wastewater services:

i. Rainbow MWD’s wastewater function commenced in 1963 in conjunction with the
planned development of the Fallbrook Country Club area. This active service function is
classified as collection, treatment, and disposal under LAFCO statue and Commission Rule
No. 4.

ii. Rainbow MWD’s wastewater service function is authorized throughout the jurisdictional
boundary less future action by San Diego LAFCO. This function is also anchored by an
agreement with the City of Oceanside to treat and dispose raw sewer flow generated
within the MWD jurisdictional boundary.

iii.  The total wastewater service population for Rainbow MWD at the end of the five-year
report period is estimated by San Diego LAFCO at 9,384. This estimate represents 42% of
the total estimated District population.

vii.  Theaverage daily flows generated during the five-year report period in the Rainbow MWD
service area has been 0.714 million gallons with an overall change of 33%.

iv.  Rainbow MWD’s wastewater system is presently operating at 48% capacity under normal
conditions based on average day demands during the five-year report period. Capacity
usage increases to 53% during peak wet periods and suggest minimal inflow and
infiltration is entering the collection system.

v.  San Diego LAFCO should coordinate with the County of San Diego Environmental Health
Department to identify active septic systems within Rainbow MWD and incorporate the
information into the next scheduled municipal service review.

3. Thefollowing statements apply to the North County FPD with respect to the availability, adequacy,
and performance of its five municipal service functions available under the Fire Protection District
principal act: (a) fire protection; (b) emergency medical services; (c¢) ambulance; (d) hazardous
materials response; and (e) weed abatement (fuel reduction).



Vi.

Vii.

viii.

With respect to integrated fire protection, emergency medical, and ambulance services:

North County FPD’s integrated fire protection, emergency medical, and ambulance
services function commenced in 1987 as successor agency to Fallbrook FPD and CSA No.
7 and classified as structural and advanced life support under LAFCO statute and
Commission Rule No. 4.

North County FPD’s integrated fire protection, emergency medical, and ambulance
services function is authorized throughout the jurisdictional boundary less any future
action by San Diego LAFCO.

North County FPD’s integrated fire protection, emergency medical, and ambulance
services are provided through the North County Dispatch JPA and delivered out of five
fire stations with total public safety staffing at 66.0 at the end of the five-year report
period. This latter amount represents 1.25 public safety personnel for every 1,000
residents in the FPD.

The average demand for onsite integrated fire protection, emergency medical, and
ambulance services within North County FPD during an abbreviated report period (FY2018
to 2020) has been 5,166 annually or 14.2 per day. Overall demands during the period have
increased by 7.3%

North County FPD responded on average - exclusively or in combination with outside
agencies —to 99.0% of all onsite incidents involving fire protection and emergency medical
in its jurisdiction during an abbreviated report period (FY2018 to 2020).

North County FPD has a low dependency on outside agencies to cover fire protection and
emergency medical needs with an average of only 10 out of 100 onsite incidents in the
jurisdictional boundary necessitating outside aid during an abbreviated reporting period
(FY2018 to0 2020).

Approximately 58% of all onsite incidents responded to by North County FPD resulted in
ambulance transport to an area hospital during an abbreviated report period (FY2018 to
2020). The number of ambulance transports increased by approximately 4% during this
period.

The overall increase in demands during the five-year report period can be directly
attributed to the closure of Fallbrook Hospital in December 2014. While data for this time
period is not included in this report, the net impact of increasing demands for service plus
a doubling of ambulance transport time has caused North County FPD to restructure its
staffing to provide an additional dedicated full-time ambulance.

Despite this increasing demand for service, North County FPD has managed to maintain
its response time standards of 93%, 87% and 99% to urban, suburban, and outlying areas
(respectively). It has also reduced reliance on automatic aid by 7%, while simultaneously
augmenting automatic aid to surrounding communities by 25%.



(b) With respect to hazardous materials response services.

San Diego LAFCO should develop performance measurements in consultation with North
County FPD and other fire service providers with respect to hazardous materials response
and incorporate the analysis into future reports.

(c) With respect to weed abatement (fuel reduction) services:

San Diego LAFCO should develop performance measurements in consultation with North
County FPD and other fire service providers with respect to weed abatement and related
fuel reduction activities and incorporate the analysis into future reports.

4. The following statements apply to CSA No. 81 with respect to the availability, adequacy, and
performance of its two active and integrated municipal service functions: (a) parks and (b)
recreation.

CSA 81’s integrated park and recreation services function was established at the time of
the District’s formation in 1976.

San Diego LAFCO should address this active integrated 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.

CSA 81’s public facilities are currently divided between four community park sites totaling
13 acres. Three community park sites are located within Fallbrook with the fourth in
Rainbow. There are no community parks in De Luz.

CSA 81’s current available parkland produces a ratio of 0.26 acres for every 1,000
residents. This ratio is significantly 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. This amount — separately - falls below the County’s own adopted
standard of providing 10 acres of local parks for every 1,000 residents.

CSA 81 uses the December 2020 County of San Diego Parks Master Plan to guide park and
recreation services within their service area. The document assists CSA No. 81 in
strategically planning and allocating resources in a manner consistent with County
objectives and priorities.

5. Additional information is needed to determine the number of mutual water companies operating
in the Fallbrook region. Consistent with LAFCO statute, the Commission defers this analysis to a
future informational report.
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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. All affected agencies in the Fallbrook region operate with different financial resources in providing
municipal services to their constituents. All four agencies also - albeit differently — experienced
fiscal stress during the five-year report period.

2. The following determinations are specific to Fallbrook PUD.

(a)

(b)

()

(d)

Fallbrook PUD experienced an overall increase of 25% in its audited net position during the
five-year report period from $79.3 million to $98.7 million.

The unrestricted and spendable portion of Fallbrook PUD’s net position at the end of the five-
year report period less reportable pension and related retirement liabilities equals 7.2 months
of actual operating expenses.

Fallbrook PUD’s actual operating expenses increased by 19% during the five-year report
period. This amount is one-third higher than the corresponding 14% increase in actual
revenues for Fallbrook PUD and merits revisiting in the next scheduled municipal service
review to assess whether the imbalance is structural or temporary.

Standard measurements to assess liquidity, capital, margin, and equipment replacement
levels shows Fallbrook PUD experienced mostly downward trends during the five-year
report period but nonetheless finished at or above industry standards with the exception
of debt.

3. The following determinations are specific to Rainbow MWD.

(a)

(b)

(9)

(d)

Rainbow MWD experienced an overall decrease of (6%) in its audited net position during
the five-year report period from $93.3 million to $88.2 million.

The unrestricted and spendable portion of Rainbow MWD’s net position at the end of the
five-year report period less reportable pension and related retirement liabilities equals 2.8
months of actual operating expenses.

Rainbow MWD’s actual operating expenses increased by 16% during the five-year report
period. This amount is four-times higher than the corresponding 3% increase in actual
revenues for Rainbow MWD and merits revisiting in the next scheduled municipal service
review to assess whether the imbalance is structural or temporary.

Standard measurements to assess liquidity, capital, margin, and equipment replacement

levels shows Rainbow MWD experienced mostly downward trends during the five-year
report period but nonetheless finished at or above industry standards.
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4. The following determinations are specific to North County FPD.

(a)

(b)

()

(d)

(e)

North County FPD experienced an overall decrease of (25%) in its audited net position during
the five-year report period from ($12.4 million) to ($15.5 million).

The decrease in net-position is attributed to a steep increase in non-current liabilities and
primarily tied to a June 2020 issuance of pension obligations bonds. The bond proceeds
were sent to CalPERS to reduce the unfunded actuarial liability (UAL) to zero occurred in
2020 however, this pay down of the UAL debt will not be reflected in the District’s financial
statements until 2021.

The unrestricted and spendable portion of North County FPD’s net position at the end of the
five-year report period less reportable pension and related liabilities equals 15.1 months of
actual operating expenses.

North County FPD’s actual operating expenses increased by 125% during the five-year report
period and 13% when excluding the last year and the associated cost of issuing pension
obligation bonds. Focusing only on the first four years, the rise in actual expenses is one-half
below than the corresponding 20% increase in actual revenues.

Standard measurements to assess liquidity, capital, margin, and equipment replacement
levels shows North County FPD experienced mostly negative trends during the five-year
report period and generally finished at or below industry standards.

5. The following determinations are specific to CSA No. 81.

(a)

(b)

()

(d)

The County of San Diego is fiducially responsible for CSA No. 81 and its integrated parks and
recreation services function.

The County of San Diego’s audited net position specific to governmental activities
experienced an overall increase of 16.9% during the five-year report period from $2.639
billion to $3.085 billion.

The unrestricted and spendable portion of the County’s net position at the end of the five-
year report period less reportable pension and related liabilities equals 11.3 months of the
County’s actual operating expenses.

Actual operating expenses specific to CSA No. 81 decreased by (12.9%) during the five-year
report period and attributed to the consolidation of an after-school program at the
Fallbrook Community Center and associated loss of user fees.

(e) Actual operating revenues specific to CSA No. 81 decreased by (32.4%) during the five-year

report period and attributed to the loss of an after-school program at the Fallbrook
Community Center.

12



(f) Standard measurements to assess liquidity, capital, margin, and equipment replacement
levels shows the County experienced downward trends during the five-year report period.

6. San Diego LAFCO should revisit fire protection and emergency medical services and costs in the
North County FPD as part of an update to the Commission’s countywide fire service study.

V. 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.

1. All affected agencies in the Fallbrook region have proactively established responsive shared
resources with other agencies in fulfilling their responsibilities to provide specified municipal
functions to their respective constituents.

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. The gradual consolidation of local government in the Fallbrook region over the last several decades
and marked by the reduction of one-half of special districts has been successful in economizing
service costs while maintaining an appropriate level of local control.

2. Opportunities for additional consolidations in the Fallbrook region appear notionally plausible —
and in some cases presumably probable over the long term — given overlapping and/or adjacent
boundaries with common services powers. No information collected and analyzed in this report
suggest the timing of any consolidations are imminent or otherwise merit initiation by San Diego
LAFCO relative to its interests and duties.

3. All affected agencies in the Fallbrook region are governed by responsive officials and illustrated by
holding regular monthly meetings, timely posting agendas and minutes online, and employing
professional staff to manage day-to-day business. These measurable actions create trust with
constituents and help ensure their ongoing financial investment via property taxes, special
assessments, and user charges are warranted.

4. Fallbrook PUD, Rainbow MWD, and North County FPD can enhance their accountability by
permanently live-streaming and posting board meetings online. These efforts grants constituents
and other interested parties’ immediate access to the Board while remedying logistical obstacles
(work, childcare, etc.) and allows people - live or otherwise — to observe the decision-making.

5. It is reasonable to assume interest in incorporation will resurface in the Fallbrook region and
specifically within the Town of Fallbrook given past inquiries coupled with its standing as one of
the largest unincorporated communities with increasing property and sale tax bases. Accordingly,
and to help apprise future decision-making, it would be beneficial for San Diego LAFCO to prepare
an informational report to advise on current statutory thresholds and associated incorporation
opportunities in San Diego County to include Fallbrook as well as other potential areas identified
by the Commission.
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. The Fallbrook PUD has filed a reorganization with San Diego LAFCO to activate certain latent
powers and headlined by parks and recreation, roads, and street lighting. Should the Commission
see fit to approve the proposal, it may further illuminate the merits of reorganizing Fallbrook PUD
into a community services district and in doing so provide a local governance model that can
continue to evolve with the community needs and - pertinently - serves as the preferred
transitional vehicle to a potential future incorporation.

There appears to be merit in expanding North County FPD’s sphere of influence into Riverside
County to more accurately reflect the FPD’s current and probable service area going forward given
location and existing automatic aid arrangements. San Diego LAFCO should further explore this
potential amendment - directly or as special study area — upon completion of the municipal service
review.

Fallbrook PUD, Rainbow MWD, and CSA No. 81 do not report providing municipal services beyond
their jurisdictional boundaries. 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 - these agencies’ spheres of influence
upon completion of the municipal service review.

Notwithstanding other considerations, a boundary adjustment between San Diego and Riverside
Counties appears geographically merited to expand the former to reflect existing accessibility.
San Diego LAFCO should coordinate with Riverside LAFCO in assessing the political merits of a
boundary change and related interest therein by affected landowners and residents and proceed
as appropriate with the respective Board of Supervisors.
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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 engendered by Governor Edmund
“Pat” Brown Sr. (1959-1967) to more effectively address the
needs of California’s growing and diversifying population with

Final Report | March 2022

CORTESE-KNOX—HERTZBERG

LocaL GOVERNMENT

REORGANIZATION ACT OF 2000

an emphasis on promoting governmental efficiencies. Towards this end, LAFCOs are 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 5t 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;
only courts can overturn LAFCO decisions. LAFCOs also have broad powers with respect to
conditioning regulatory and planning approvals so long as not establishing any terms that directly
effects land use density or intensity, property development, or subdivision requirements.

1.2 Regulatory Responsibilities

LAFCOs’ principal regulatory responsibility involves approving or
disapproving all jurisdictional changes involving the establishment, LAFCOs have been responsible
. . . ors . since 1963 to oversee formation,
expansion, and reorganization of cities, towns, and most special , o
o . . . . . expansion, reorganization, and
districts in California.3 LAFCOs are also tasked with overseeing the dissolution actions involving cities,
approval process for cities, towns, and special districts to provide towns, and special districts in
. e . California with limited tions.
new or extended services beyond their jurisdictional boundaries by HIEHMEL I TSI
contracts or agreements. LAFCOs also oversee special district
actions to either activate new service functions 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

planning responsibilities: (a) making sphere of influence LARAOS Bl e S e (eI
the location of future urban uses

« » I . - .
(“sphere”) determinations and (b) preparing municipal service through two interrelated activities:

reviews. Sphere determinations have been a core planning (a) establish and update spheres of
function of LAFCOs since 1971 and serve as the Legislature’s IRINEREE 26 ERIELEEIRS 1 Wl

. £ “urb h b daries” ith d t jurisdictional changes and (b)
version of ‘“urban growt oundaries” with regard to prepare municipal service reviews to
cumulatively delineating the appropriate interface between urban independently  evaluate  the
and non-urban uses within each county. Municipal service sallibiliyy endl padieimEice o

governmental services relative to

reviews, in contrast, are a relatively new planning responsibility community needs

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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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.# 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 and cities.

Starting January 1, 2008, LAFCOs must review and update all
local agencies’ spheres every five years. In making sphere
determinations, LAFCOs are required to prepare written
statements addressing five specific planning factors listed
under G.C. Section 56425. These mandatory factors range
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

Spheres serve as the Legislature’s
version of urban growth boundaries
and - among other items - delineates
where cities, towns, or districts may
seek future annexations or outside
service approvals with LAFCOs. All
jurisdictional changes must be
consistent with the affected agencies’
spheres with limited exceptions.

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.

2. Present and probable need for public facilities and services in the area.

3. Present capacity of public facilities and adequacy of public services the agency provides or

is authorized to provide.

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

5. 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 where 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.
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Municipal Service Reviews

Municipal service reviews serve as a centerpiece to CKH’s enactment in 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 written Municipal service reviews fulfill the
Legislature’s interests in LAFCOs

. L regularly assessing the adequacy and
under G.C. Section 56430. This includes, most notably, performance of local governmental

infrastructure needs or deficiencies, growth and population services in order to inform possible
. . . . future actions ranging from sphere
trends, and financial standing. The seven mandated service = ' 2 Eing from sp
. . . . determinations to reorganizations.
factors are summarized below in short-form with additional

statements addressing seven specific service factors listed

details footnoted.5

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.

5 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).
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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 councilmembers, three State law directs all LAFCO
independent special district members, and two representatives of S Wt e i)
. i . . discharge their responsibilities
the general public. Some larger LAFCOs —including San Diego - also o i e o e e A
have additional board seats dedicated to specific cities as a result of irrespective of the interests of
special legislation. All members serve four-year terms and divided their appointing authorities.

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/towns 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 most 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 a manner consistent with regional growth management priorities as determined by
the membership with sufficient discretion to address local conditions. This includes overarching
policies and procedures to align present and planned urban uses with existing cities and special
districts. 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 (L-109).

2.2 Commission Information

San Diego LAFCO is governed by a 13-member “Commission” comprising county, city, special district,
and public members. All Commissioners are appointed elected officials with the exception of the
two public members. The Commission 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 in Room 301 and live streamed at www.sdlafco.org. Agenda
materials are posted online generally no less than one week in advance.

The Commission roster as of February 2022 follows.

Andrew Jim Desmond Joel Anderson Chris Cate Jo MacKenzie Paul McNamara Mary Casillas
Vanderlaan Vice Chair Commissioner Commissioner Commissioner Commissioner Salas
Chair County of San Diego County of San Diego City of San Diego Vista Irrigation City of Escondido Commissioner
Public Member City of Chula Vista

R
‘ J
LS "
Baron Willis Kristi Becker David Drake Harry Mathis Nora Vargas Marni von Wilpert
Commissioner Alternate Alternate Alternate Alternate Alternate
Alpine Fire City of Solana Beach Special District Public Member County of San Diego City of San Diego
Protection Member
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2.3  Contact Information

San Diego LAFCO’s administrative office is located in the Bankers Hill (West Park) section of San
Diego at 2550 Fifth Avenue, Suite 725 in the Manchester Financial Center. Metered street parking is
readily available. While LAFCO is open to the public Monday through Friday during normal business
hours, appointments to discuss proposals or other matters are encouraged to ensure staff availability
and can be scheduled by calling 619.321.3380. Communication by e-mail is also welcome and should
be directed to lafco@sdcounty.ca.gov. Additional information regarding San Diego LAFCO’s
programs and activities is also available online by visiting www.sdlafco.org.

On behalf of staff,

Executive Officer
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CHAPTER TWO |
EXECUTIVE SUMMARY

1.0 OVERVIEW

This report represents San Diego LAFCO’s scheduled

municipal service review for the Fallbrook region in The purpose of the report is to produce an
independent “snapshot” of the level and
range of services provided in the Fallbrook
prepared by staff consistent with the scope of work region and within the four local agencies
approved by the Executive Officer. The underlying directly under the Commission’s oversight.
The Commission will draw on the information
generated in this report to inform future
assessment of municipal services in the region over regulatory and planning actions.

northcentral San Diego County. The report has been

aim of the report is to produce an independent

the next five years relative to the Commission’s

regional growth management duties and responsibilities as established by the Legislature. This
includes evaluating the current and future relationship between the availability, demand, and
adequacy of municipal services in the Fallbrook region and within the service areas of the four
affected local agencies directly subject to the Commission’s oversight. Information generated
as part of the report will be used by the Commission in (a) guiding subsequent sphere of
influence updates, (b) informing future boundary changes, and - if merited -
(c) initiating government reorganizations, such as special district formations, consolidations,
and/or dissolutions.

1.1 Key Premises, Assumptions, and Benchmarks

The report has been oriented in scope and content to serve as an ongoing monitoring program
on municipal services in the Fallbrook region. It is expected San Diego LAFCO will revisit the
report and key assumptions and benchmarks approximately every five years consistent with
the timetable set by the Legislature and memorialized under adopted policy. This will 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. Other key premises,
assumptions, and benchmarks underlying the preparation of this report follow.
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Defining Scope | Affected Agencies Covered

The report explicitly evaluates four affected local

agencies providing one or more municipal services in the This report is specific to reviewing
four local agencies under the

Fallbrook region under the Commission’s direct
Commission’s oversight:

oversight. The four affected agencies — and in order of
their formation dates - are Fallbrook Public Utility District
(PUD), Rainbow Municipal Water District (MWD), County
Service Area (CSA) No. 81, and North County Fire
Protection District (FPD). Other local agencies that
provide one or more municipal services in the region
include — but not limited to — Fallbrook Regional Health Care District, Mission Resource

1. Fallbrook PUD

2. North County FPD
3. Rainbow MWD

4. CSANo. 81

Conservation District, and San Miguel MWD and are subject to review as part of separate
reports under the Commission’s adopted study schedule.

Defining Scale | Municipal Services Covered

The report is scaled to review only the four affected agencies’ active municipal service
functions. The status and/or need for other municipal services in the region is not directly
reviewed but referenced or documented as appropriate. The report is also scaled to
distinguish between core service functions provided by the affected agencies in the region
deemed by the Commission’s Executive Officer to be most pertinent in supporting growth
and development. This latter distinction produces two types of analysis among the active
service functions: comprehensive and abbreviated. =~ An example involves Fallbrook PUD
with its potable water services receiving a comprehensive review while its recycled water
services receive an abbreviated review.

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 2016 to 2020 with limited exceptions (i.e. July 1, 2016 through June 30,
2020). 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.
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Looking Forward - Setting the Report’s Timeframe &
Known Jurisdictional Change Proposals to be Informed by the Analysis

The timeframe for the report has been oriented to cover the next five-year period through
2025 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 and expected therein to inform all related sphere of influence and
boundary actions undertaken in the region during this period. Markedly, this includes
providing baseline information to inform three known jurisdictional change proposals on
file with the Commission. Two of these known proposals involve coordinated requests by
Fallbrook PUD and Rainbow MWD to change wholesale water providers by concurrently
detaching from the San Diego County Water Authority and annexing into Eastern MWD
(Riverside County). The third proposal involves a request by Fallbrook PUD to activate
several latent powers and headlined by parks and recreation.

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 and
done so given — 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 over the last 60 months, 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 Fallbrook region and within
the four affected agencies. A prominent example involves focusing on annual system-wide
demands generated during the five-year report period as opposed to specific service 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 the 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 the
affected agency’s financial solvency based on a review of available audited information.
This includes an emphasis on analyzing current ratio, debt-to-net assets, and total margin.
These 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 REPORT 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 service and governance factors required by the Legislature whenever San
Diego LAFCO performs a municipal service review. The Executive Summary is proceeded by
individual agency profiles (Chapter Three) of the four affected local agencies covered in this
report that provide one or more municipal service functions in the Fallbrook region. 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 is approximately 662 square
miles in size. The geographic area has been purposefully designated by the Executive Officer
to cover all four affected local agencies jurisdictional boundaries and spheres of influence as
well as immediately adjacent lands within five miles. The geographic area is shown below
along with marking the existing boundaries and spheres of the affected agencies.

6 The Executive Summary purposefully distinguishes between “conclusions,” “determinations,” and “recommendations.” Conclusions refer to
general policy takeaways. Determinations address specific legislative factors. Recommendations address specific actions that are drawn from the
determinations.
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4.0 REPORT SUMMARY

4.1 General Themes and Conclusions

The Fallbrook region serves as the social and economic
. . . The Fallbrook regi i
epicenter of unincorporated “North County.” It comprises € ralbrook reglon comprises
. o . . four distinct subregions — Bonsall,
four internally distinct subregions that collectively draw on De Luz, Fallbrook, and Rainbow —

municipal services provided by the County of San Diego and and finished the report period with
a total population estimate of
nearly 57,000. This estimate makes

report: Fallbrook PUD; North County FPD; Rainbow MWD; the region one of the largest
and CSA No. 81. The Town of Fallbrook and its “village” unincorporated = communities  in
setting headlines the four subregions with its cultural, retail, 5an Diego County.

medical offices, schools, and entertainment venues that residents in the others — Bonsall, De
Luz, and Rainbow - regularly patron. The region overall remains mostly rural in character

the four special districts that are evaluated as part of this

outside the Town core and continues to function as a community separator between the more
urban uses to the north (Temecula) and south (Escondido) along the Interstate 15 corridor.
Population growth also remains moderate - at least in comparison to countywide averages -
but has cumulatively added up with an overall resident estimate of 56,482 at the end of the
five-year report period. This estimate makes the region one of the largest unincorporated
areas with a population base that exceeds 7 of the 18 cities in San Diego County.

While conditions in the Fallbrook region appear to be
holding course, there are indications that foundational Close to onefifth of all avocado
groves in the Fallbrook region have

e
changes are underway. Most notably, the region’s historical been lost during the report period.

immersion in agriculture with avocados being the primary Consequently, and in the absence of
cash crop over the last 60 plus years appears to be waning a turnaround andjor replacement
. crop emerging, the region will

and could spell fundamental changes in land uses and cTop emerging, reston ¥
increasingly become an intersection
municipal service needs going forward. Measuring this point where the demand for
transition is marked by the loss of nearly one-fifth - or housing in greater San Diego County

. meets the supply of available land.
(18.7%) — of the total number of avocado acreages in the PPY

region during the report period.” Some of this acreage has

already been converted into housing with nearly 600 new units added in the region during the
reporting period; an amount equal to an overall 2% increase in the housing stock and above
historical averages. More of this acreage appears to have been left fallow and suggests -
among other items — the cost of growing avocados in the “Avocado Capital of the World” for
many local farmers has become unsustainable. Consequently, and in the absence of a

7 The total amount of avocado acreage has decreased from 17,741in 2016 to 14,421in 2020 based on recent Ag Commissioner Reports.
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turnaround and/or replacement crop emerging, the region will increasingly become an
intersection point where the demand for housing in greater San Diego County meets the
supply of available land.

A review of the Fallbrook region relative to San Diego LAFCO’s growth management tasks and
interests produces nine central themes or conclusions. These conclusions collectively address
the availability, need, and adequacy of municipal services in the region and range in substance
from addressing governance dynamics to financial standing. The conclusions also address
potential sphere of influence changes among the four affected local agencies.
The conclusions are independently drawn and sourced to information collected and analyzed
by the Commission between 2016 and 2020 with limited exceptions and detailed within each
of the agency profiles.

¢ No. 1| Introductory Municipal Service Review

This report represents the Commission’s first comprehensive municipal service review
prepared on the Fallbrook region and the four affected local agencies - Fallbrook PUD,
North County FPD, Rainbow MWD, and CSA No. 81.% The report consequently serves as
a dual introduction. This is marked by introducing the affected agencies and their
constituents in real-time to an otherwise unfamiliar and relatively detailed outside
planning process. The introduction similarly introduces the Commission to the affected
agencies and their service functions at depths previously unvisited with the underlying
goal of establishing baseline information to track and measure going forward.

¢ No. 2| Slow and Steady Consolidation of Local Government

The Fallbrook region has slowly and steadily experienced a significant amount of
consolidation in local government in recent history with the number of special districts
having been reduced by one-half from eight to the current four: Fallbrook PUD; North
County FPD; Rainbow MWD; and CSA No. 81.- Opportunities for additional consolidation
appear notionally plausible — and in some cases presumably probable - given
overlapping and/or adjacent boundaries with common services powers. Nonetheless,
community interest in the topic appears limited at this time and materially contributed
to the Commission choosing to reject the last proposed consolidation in the region
involving Fallbrook PUD’s proposed takeover of Rainbow MWD in September 2015.

8 The previous municipal service review on record covering the local agencies in the Fallbrook region dates to 2007 and is part of an abbreviated
documentation of service functions for all special districts in San Diego County.

9 Previously dissolved special districts in the Fallbrook region are Fallbrook Irrigation District, Del Luz Heights MWD, Fallbrook Sanitary District, and
CSA No. 7.
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