San Diego County
Local Agency Formation Commission

Regional Service Planning | Subdivision of the State of California

QUARTERLY MEETING
SPECIAL DISTRICTS ADVISORY COMMITTEE

AGENDA

Friday, March 18, 2022
Leucadia Wastewater District
Administrative Office
1960 La Costa Avenue
Carlsbad, California 92009

12:00 P.M. to 1:30 P.M.

Chair Kimberly Thorner
Vice Chair Jack Bebee

Jack Bebee Diane Hansen Marty Miller Oliver Smith
Fallbrook PUD Palomar Health HCD Vista ID Valley Center MWD
Ann Baldridge Tom Kennedy Mark Robak Robert Thomas

RCD of Greater SDC Rainbow MWD Otay WD Pomerado CD

Paul Bushee Albert Lau Joel Scalzitti Kimberly Thorner
Leucadia WWD Santa Fe ID Helix WD Olivenhain MWD
James Gordon Hector Martinez Mike Sims John van Doorn

Deer Springs FPD South Bay ID Bonita-Sunnyside FPD ~ North County FPD

Pursuant to the provisions of Assembly Bill 361, this meeting will accommodate remote participation
by interested members of the public through the following instructions.

1. The meeting will be live streamed using the link on our website home page: www.sdlafco.org.

2. If you would like to register to speak on any agenda item, please do so no later than 4:00 P.M. on
Thursday, March 17, 2022 by emailing Dieu Ngu at dieu.ngu@sdcounty.ca.gov.

3. The public may also send comments live during the meeting for entry into the public record:

a) Real-time comments on specific items can be emailed to carolanne.ieromnimon@sdcounty.ca.gov.
b) Real-time comments on specific items can be texted to 858-987-3442.




Special Districts Advisory Committee
Quarterly Meeting Agenda
Friday, March 18, 2022

1. 12:00 P.M. - CALL TO ORDER AND WELCOMING COMMENTS BY CHAIR
2. ROLL CALL BY COMMITTEE SECRETARY

3. PLEDGE OF ALLIGENCE

4. PUBLIC COMMENTS

5. COMMITTEE MEMBER REPORTS

6. BUSINESS ITEMS

a) Approval of Meeting Minutes for December 17, 2021 (action)
The Committee will consider draft summary minutes prepared for the last meeting held on
December 17, 2021. Staff recommends the Committee approve the summary minutes with
any changes or clarifications as needed.

b) Review of Draft Workplan and Budget for FY2022-2023 (discussion)
The Committee will receive a presentation on San Diego LAFCO’s draft workplan and
budget for 2022-2023 for discussion and feedback. Comments received by the Committee
— including proposed revisions — will be incorporated into a final workplan and budget for
Commission approval at a future meeting.

¢) Update on the Ad Hoc Advisory Committee for the Fallbrook PUD and Rainbow MWD
Reorganization Proposals (information)
The Committee will receive an update on the Ad Hoc Advisory Committee for the Fallbrook
Public Utility District (PUD) and Rainbow Municipal Water District (MWD) reorganization
proposals and their task to advise LAFCO staff in the administrative reviews. The update
is for information only with an opportunity for the Committee to provide feedback as the
administrative reviews continue.

7. WORKING GROUP REPORTS
8. ADJOURNMENT
Attest to Posting:

Erica Blom
Committee Secretary

Any person with a disability under the Americans with Disabilities Act (ADA) may receive a copy of the agenda
or a copy of all the documents constituting the agenda packet for a meeting upon request. Any person with a
disability covered under the ADA may also request a disability-related modification or accommodation, including
auxiliary aids or services, in order to participate in a public meeting.
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6a

AGENDA REPORT
Business | Action
March 18, 2022
TO: Special Districts Advisory Committee
FROM: Erica Blom, Executive Assistant

SUBJECT: Approval of Meeting Minutes for December 17, 2021

SUMMARY

The Special Districts Advisory Committee will receive action minutes prepared for the last
meeting held on Friday, December 17,2021. The minutes are in draft-form and being presented
for formal approval with any corrections identified by the Committee.

BACKGROUND

The Ralph M. Brown Act was enacted in 1953 and establishes standards for the public to
attend and participate in meetings of local government bodies. The “Brown Act” requires —
and among other items - public agencies to maintain written minutes for qualifying meetings.

DISCUSSION

This item is for the Committee to consider approving action minutes prepared by the
Committee Secretary for the December 17, 2021 meeting consistent with the Brown Act.

ANALYSIS

The attached action minutes for the December 17, 2021 meeting accurately reflect the
Committee’s deliberations as recorded by the Committee Secretary. A video recording of the
meeting has also been posted online at www.sdlafco.org/meetings.

Administration Joel Anderson Vice Chair Paul McNamara  Chris Cate Jo MacKenzie Andy Vanderlaan

Keene Simonds, Executive Officer  County of San Diego City of Escondido City of San Diego Vista Irrigation General Public

2550 Fifth Avenue, Suite 725

San Diego, California 92103-6624

T 619.321.3380 F 619.404.6508

www.sdlafco.org Nora Vargas, Alt. Kristi Becker, Alt. David A. Drake, Alt.
County of San Diego City of Solona Beach Rincon del Diablo

Chair Jim Desmond Mary Casillas Salas Marni von Wilpert, Alt.  Barry Willis Harry Mathis, Alt.
County of San Diego City of Chula Vista City of San Diego Alpine Fire Protection  General Public




Special Districts Advisory Committee
March 18, 2022 Meeting
Agenda Item No. 6a | Draft Minutes for December 17, 2021

RECOMMENDATION

It is recommended the Committee approve the draft action minutes prepared for the

December 17, 2021 meeting as presented and consistent with Alternative One in the

proceeding section.

ALTERNATIVES FOR ACTION

The following alternatives are available to the Committee through a single motion:
Alternative One (recommended):

Approve the draft action minutes prepared for the December 17, 2021 meeting with any
desired corrections or clarifications.

Alternative Two:
Continue to the next regular meeting and provide direction to staff as needed.

PROCEDURES
This item has been placed on the Committee’s agenda as part of the consent calendar. A

successful motion to approve the consent calendar will include taking affirmative action on
the staff recommendation as provided unless otherwise specified by the Committee.

Respectfully,

Tt 2 Bl

Erica Blom
Executive Assistant

Attachment: as stated
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Agenda Item 6a | Attachment One

DRAFT
SAN DIEGO COUNTY LOCAL AGENCY FORMATION COMMISSION
SPECIAL DISTRICTS ADVISORY COMMITTEE
REGULAR QUARTERLY MEETING
DECEMBER 17, 2021

Held by Videoconference
As Allowed Under Governor’s Order N-29

CALL TO ORDER AND WELCOMING COMMENTS BY CHAIR

Chair Kimberly Thorner called the videoconference meeting to order at 9:32 a.m. and
welcomed the Committee members.

ROLL CALL BY SECRETARY
Chair Thorner requested a roll call from the Committee Secretary.

Committee Members Present:

Chair Kimberly Thorner (Olivenhain MWD)
Vice Chair Jack Bebee (Fallbrook PUD)
Paul Bushee (Leucadia WWD)

James Gordon (Deer Springs FPD)

Tom Kennedy (Rainbow MWD)

Albert Lau (Santa Fe ID)

Hector Martinez (South Bay ID)

Marty Miller (Vista ID)

Mark Robak (Otay WD - joined at 9:35 a.m.)
Joel Scalzitti (Helix WD)

Mike Sims (Bonita-Sunnyside FPD)

Oliver Smith (Valley Center MWD)

John Van Doorn (North County FPD)

Committee Members Absent:
Robert Thomas (Pomerado CD)

The following members of San Diego LAFCO staff were present at roll call: Executive Officer
Keene Simonds; Local Government Analyst Priscilla Allen; Consultant Stephen Abbott; and
Executive Assistant Erica Blom serving as Committee Secretary. CSDA’s Chris Palmer was also
present.

PLEDGE OF ALLEGIANCE

Chair Thorner led the Pledge of Allegiance.

COMMITTEE MEMBER REPORTS

Chair Thorner invited Committee members to share updates within their districts. Committee
discussion followed.



5. BUSINESS ITEMS

a)

b)

d)

Approval of Meeting Minutes for September 17, 2021 (Action)
The Committee considered draft summary minutes prepared for the last meeting held on
September 17, 2021. Recommend approval.

*%*

On motion by Paul Bushee and seconded by Jack Bebee, the Committee unanimously
approved the minutes for the September 17, 2021 meeting as presented.

Update on Adopted Workplan for 2021-2022 (Discussion)

The Committee received an update on San Diego LAFCO’s adopted workplan for 2021-2022
and status of the 30 calendared projects. Executive Officer Simonds provided the staff
presentation and summarized key items for discussion and feedback.

Committee discussion followed.

Chair Thorner invited members to form a subcommittee for two of the workplan projects
- legislative amendment to G.C. 56133 and update to Commission Rule No. 4. The following
members volunteered: Jack Bebee (recycled water) Tom Kennedy (water) Paul Bushee
(wastewater) and James Gordon (fire).

Draft Municipal Service Review on the Fallbrook Region (Discussion)

The Committee received a presentation on San Diego LAFCO’s draft municipal service
review on the Fallbrook region. Local Government Analyst Allen provided the presentation
and summarized key conclusions and recommendations generated in the draft report.
Item presented for discussion and feedback.

Committee discussion followed.

Update on San Diego LAFCO Operations (Information)

The Committee received an update on recent changes at San Diego LAFCO with respect to
staffing and other organizational activities. Item presented by Executive Officer Simonds
and covered the following staff updates: Executive Assistant Ruth Arellano’s retirement;
Administrative Assistant Erica Blom’s promotion to Executive Assistant; Graduate Intern
Carolanne leromnimon’s promotion to full time Local Government Analyst; and new
LAFCO Consultants Stephen Abbott, Brian Brady, and Adam Wilson.

Committee discussion followed.

Chair Appointments to Fill Unexpired Committee Terms (Action)

The Committee considered providing input to Chair Thorner in making appointments to fill
two unexpired terms due to the recent departure of Fred Cox (Rancho Santa Fe FPD) and
Sheryl Landrum (RCD of Greater SDC). Both terms will expire in October 2024.

Committee discussion followed.

Chair Thorner appointed Ann Baldridge (RCD of Greater SDC) and Diane Hansen (Palomar
Health HCD).



BUSINESS ITEMS CONTINUED...

f) Selection of Chair and Vice Chair 2022 (Action)
The Committee considered appointing officers for Chair and Vice Chair for the upcoming
calendar year.

*%

On motion of Tom Kennedy and seconded by Albert Lau, to nominate Kimberly Thorner as
Chair and carried unanimously in favor of the Committee members present. Absent: Paul
Bushee and Robert Thomas

On motion of Kim Thorner and seconded by Tom Kennedy, to nominate Jack Bebee as Vice
Chair and carried unanimously in favor of the Committee members present. Absent: Paul
Bushee and Robert Thomas

6. PUBLIC COMMENTS

Chair Thorner thanked CSDA’s Chris Palmer for his work and invited him to speak. Chris Palmer
provided an update to the Committee.

Chair Thorner asked if there were any members of the public who wished to speak.

The Committee Secretary confirmed there were no pre-registered speakers and no live email
comments.

7. EXECUTIVE OFFICER COMMENTS

Executive Officer Simonds stated the next meeting will be held on March 18, 2022 and based
on earlier discussions would involve a hosted lunch by Leucadia Wastewater District.

8. ADJOURNMENT

There being no further business to come before the Special Districts Advisory Committee, the
meeting was adjourned at 11:07 a.m. to the next scheduled meeting on March 18, 2022.

Attest:

Erica Blom
Committee Secretary
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6b

AGENDA REPORT
Business | Discussion
March 18, 2022
TO: Special Districts Advisory Committee
FROM: Keene Simonds, Executive Officer

SUBJECT: Draft Workplan and Budget for 2022-2023

SUMMARY

The Special Districts Advisory Committee (“Committee”) will review a draft Commission
workplan and budget for 2022-2023. Both documents were approved in draft-form by
Commission at its March 7®" meeting and currently under public review and comment. The
draft workplan outlines 30 specific project goals ranging in priority from “high’ to “low” with
several continued from the current fiscal year. The draft budget draws on the workplan and
tallies $2.021 million in operating expenses, which represents a net increase of 4.1% and largely
tied to adjustments in non-labor accounts. A near matching amount of operating revenues is
budgeted at $1.965 million with the difference — $0.056 million — covered by available reserves.
This latter amount represents a small reduction in reserve usage and produces an overall
increase in agency contributions of 6.3%. The item is being presented for discussion and
feedback - including any Committee recommendations — ahead of preparing final documents
for Commission consideration at its May 2" meeting.

BACKGROUND
San Diego LAFCO is responsible under State law to adopt a proposed (draft) budget by May

1t and a final budget by June 15™". A mandatory review by all local funding agencies is required
between the two adoption periods. State law also specifies the draft and final budgets shall

Administration Joel Anderson Paul McNamara, Vice Chair  Chris Cate Jo MacKenzie Andy Vanderlaan
Keene Simonds, Executive Officer  County of San Diego City of Escondido City of San Diego Vista Irrigation General Public
2550 Fifth Avenue, Suite 725

. . . Chair Jim Desmond Mary Casillas Salas Marni von Wilpert, Alt. ~ Barry Willis Harry Mathis, Alt.
San Diego, California 92103 X X X ’ . . . 4
f f i Alpine Fire Protection i
T 619-321-3380 County of San Diego City of Chula Vista City of San Diego P General Public
www.sdlafco.org Nora Vargas, Alt. Kristi Becker, Alt. David A. Drake, Alt.

County of San Diego City of Solona Beach Rincon del Diablo




Special Districts Advisory Committee
March 18, 2022 Meeting
Agenda Item No. 6b | Draft Workplan and Budget for FY2023

be equal to the budget adopted for the previous fiscal year unless LAFCO formally finds any
reduced costs will allow the membership to meet its regulatory and planning duties.

Notwithstanding other discretionary sources, San Diego LAFCO’s annual operating costs shall
be funded by local agencies based on the following apportionment formula.

e The County of San Diego covers 28.6% of the total apportionment
e The City of San Diego covers 14.3% of the total apportionment
e The other cities cover 28.6% of the total apportionment
- individual amounts among the 17 cities are based on revenues
e The independent special districts cover 28.6% of the total apportionment
- individual amounts among the 58 independent districts are based on revenues

DISCUSSION

This item is for the Committee to discuss and provide feedback on San Diego LAFCO’s draft
workplan and budget for 2022-2023. The review is part of a current public review and comment
period with final action scheduled by the Commission at its May 2" meeting. A guide to the
draft workplan and budget highlighting key components is provided as Attachment A.
Additional details are provided in Attachments Two (workplan) and Three (budget).

ANALYSIS

San Diego LAFCO’s proposed draft workplan and budget for 2022-2023 largely represents a
status quo except for a few targeted enhancements. The baseline is reflected in the drafts’
key provisions to keep staffing levels at 8.0 fulltime employees as well as maintaing a similar
scope and scale to the workplan with several projects proposed to be carried over from the
current fiscal year. This includes continuing work on the Commission’s municipal service
review activities in North County with specific focus in 2022-2023 along the State Highway 78
corridor. The overall 4.1% increase proposed in the budget — pertinently - falls below the
inflation rate for the San Diego area which is presently measured at 8.2% from a year ago.

Merited enhancements and/or changes reflected in the draft workplan and budget follows.

e Close to one-half of the draft workplan includes new projects with four landing in the
Top 10 as “high” priorities. This latter category includes timely policy reviews to
establish local standards to facilitate community engagement in municipal service
reviews and Commission processes in overseeing outside service requests.

e Notwithstanding an overall reduction in budgeted labor expenses, salary increases of
no less than 5% are contemplated for all budgeted positions to accommodate merit
and/or cost-of-living adjustments that may be approved during the fiscal year."

' San Diego LAFCO’s policies defer to the County of San Diego with respect to authorizing cost-of-living adjustments for its employees. The
County’s current labor agreements expire in June 2022 and negotiations are currently underway.

2|Page



Special Districts Advisory Committee
March 18, 2022 Meeting
Agenda Item No. 6b | Draft Workplan and Budget for FY2023

e An approximate 30% increase for professional service expenses has been budgeted.
The increase accommodates additional consultant usage involving translation services
and stakeholder facilitation as well as municipal service expertise with the latter tied
to helping with staff turnover.

e Budgeted training and related travel expenses have been largely restored to their pre
COVID-19 levels.

e A one-third reduction is proposed in the amount of reserves to be used as offsetting
revenues and concurrently produces an overall 6.3% increase in agency contributions.
The proposed reserve use explicitly matches the projected net surplus in 2021-2022 and
serves as reasonable precedent to apply going forward.

RECOMMENDATION
It is recommended the Committee provide feedback on San Diego LAFCO’s draft workplan
and budget for 2022-2023 - including recommendations on desired revisions. Staff will

incorporate the feedback received from the Committee into preparing final versions of both
documents ahead of the Commission taking formal action at its May 2"! meeting.

ALTERNATIVES FOR ACTION
None.
PROCEDURES FOR CONSIDERATION

This item has been placed on the Committee’s agenda for discussion as part of the business
calendar. The following procedures apply.

1) Receive verbal report from staff.
2) Initial questions or request for clarifications.

3) Discuss item and provide feedback as requested.

Respectfully,

Attachments:

1)  Guide to the Draft Workplan and Budget for FY2023

Keene Simonds 2) Full Draft Workplan for FY2023
. i 3) Line Item Budget for FY2023
Executive Officer

3|Page



Special Districts Advisory Committee
March 18, 2022 Meeting
Agenda Item No. 6b | Draft Workplan and Budget for FY2023
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2022-2023 Workplan Guide

The draft workplan lists 30 targeted projects for 2022-2023 that are divided by type - organizational, legislative,
planning, and policy, etc. - and includes both new and continued projects. Projects are also listed in priority with the

first 15 comprising either “high” or “high-moderate” goals for the fiscal year as shown below.

No. 1

Organizational:
Recruiting, Hiring, and
Onboarding New Staff

No. 3

Policy Development:
Outside Service Requests
and Exemption Allowances

No. 5
Planning Activity:

Municipal Service Review
on the Vista Region

No. 8
Partnership:

Ad Hoc Committee on
Resource Conservation
Districts

No_. 1;I.
Legislative:

Create Communicative
Loop in Municipal Service
Reviews

[sdlafco.org]

No. 2
()

Policy Development:
Municipal Service
Reviews and Community
Engagement

No. 4
Planning Activity:

Municipal Service Review
on the San Marcos Region

No. 6
Planning Activity:

Municipal Service Review
on the Oceanside Region

(ee0) No. 9
@ Policy Development:

Special District Service
Functions and Classes

No. 12
Planning Activity:

SALC Grant & Assessing Ag
Trends in SD County

Fl’\i?t:'le];'j-hip:

San Diego County Cities
Advisory Committee

Do ..
0o

|:For a complete listing of the draft workplan, please visit: sdlafco.org:|

No. 7

Planning Activity:
Municipal Service Review
on the Carlsbad Region

No. 10

Community Engagement:
Website Refresh

No. 13

Partnership:

San Diego County
Special Districts Advisory
Committee

No. 15

Organizational:
Conduct Elections for
Special District Seats on
LAFCO

<« Pictured on left, the Oceanside Pier.
A Above, ranunculus from the Flower Fields in Carlsbad.
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2022-2023 Budget Guide

San Diego LAFCO’s draft budget for 2022-2023 ties directly to funding the associated workplan and sets operating
expenses at $2.021 million; a net increase of 4.1% over the current fiscal year. Operating revenues are set at $1.965
million with the remaining shortfall covered by a corresponding use of reserves. Key provisions follow.

Operating Expenses: $2.021 Million

Salaries and Benefits Cost

© $1.263 million; a decrease of (2%) over prior year
e Amount equals 61% of the total expenses

e Funds 8.0 fulltime employees

e Includes wages, benefits, and per diems

e Contemplates up to 5% cost-of-living adjustment

Services and Supplies Cost

© $0.749 million; an increase of 16.3% over prior year
e Amount equals 37% of the total expenses
® Three largest group costs:

1 Professional services: $0.262 million

2 Office lease at 2550 Fifth Ave: $0.138 million

3 County support services: $0.124 million

A remaining $5,000 is budgeted for any capital depreciation.

Operating Revenues: $1.965 Million

Application Fees
8 0/ © $0.150 million; no change over prior year
o

e Amount equals 8% of the total revenues

Local Agency Contributions

© $1.801 million; an increase of 6% over prior year —
Z(y e Amount equals 92% of the total revenues
9 o e Allocation set by State law as follows:

1 County of San Diego covers $0.514 million

2 Cities less City of San Diego covers $0.514 million
3 Districts covers $0.514 million

4 City of San Diego $0.257 million

TOP CITY TOP DISTRICT -
ALLOCATION ALLOCATIONS
1. San Diego 1. Otay Water
2. Carlsbad 2. Helix Water
i 3. Padre Dam Municipal
2022-2023 FUND BALANCE 3. Oceanside adre Dam Municipa
o - 4. Escondido 4. Vallecitos Water
Beginning Balance:  $1.594 million 5. EI Cajon 5. Olivenhain Municipal
Operating Net: ($0.056 million)
Ending Balance: $1.538 million

PAGE 3



Mission Trails Regional Park

San Diego LAFCO’s Commission

San Diego LAFCO is governed by a 13-member “Commission” comprising county, city, special district, and public
members. All Commissionersareappointedelected officials withthe exception of thetwo publicmembers. Commissioners
serve four—year terms and divided between “requlars” and “alternates” and must exercise their independent judgment
on behalf of the interests of residents, landowners, and the public as a whole. Commissioners are subject to standard
disclosure requirements and must file annual statements of economic interests. The Commission has sole authority in
administering its legislative responsibilities and decisions therein are not subject to an outside appeal process.

Jim Desmond Paul McNamara Joel Anderson Chris Cate Jo MacKenzie
Chair Vice Chair Commissioner Commissioner Commissioner
County of San Diego County of San Diego County of San Diego City of San Diego Vista Irrigation

5

e
R

wy

Mary Casillas Andrew Baron Willis Kristi Becker David Drake
Salas Vanderlaan Commissioner Alternate Alternate

Commissioner Commissioner Alpine Fire City of Solana Beach Special District
City of Chula Vista Public Member Protection Member

Harry Mathis Nora Vargas Marni von Wilpert
Alternate Alternate Alternate
Public Member County of San Diego City of San Diego

[sdlafco.org]



Agenda Item 6b | Attachment Two

DRAFT WORKPLAN FOR FY2022-2023

scription and Key Issues

Ongoing Statutory Applicant Proposals and Requests LAFCO will prioritize its available resources to address proposals involving boundary changes and outside service requests
Ongoing Administrative Targeted LAFCO Presentations LAFCO will prioritize public outreach and agency interactions; emphasis on informing stakeholders ahead of MSR work
Ongoing Statutory Workplan and Budget LAFCO will approve a workplan and budget and preform quarterly reviews throughout the fiscal year and make amendments as needed
|
1 High Administrative Recruiting, Hiring + Onboarding New Staff Fill two vacated budgeted positions involving the Administrative Assistant and Analyst I/11/I11
2 High Statutory Policy Review | MSRs Consider revisions to existing policies on MSRs in Section 56430 to address and enhance community engagement procedures
3 High Statutory Policy Review | Outside Services Consider revisions to existing policies on overseeing outside services in Section 56133 to address/clarify processing procedures - including exemptions
4 High Statutory MSR | San Marcos Region Complete the scheduled reviews of the City of San Marcos, San Marcos FPD, & Vallecitos WD (coordinate with Vista region)
5 High Statutory MSR | Vista Region Complete the scheduled reviews of the City of Vista, Vista ID, Vista FPD, & Buena SD (coordinate with San Marcos region)
6 High Statutory MSR | Oceanside Region Complete scheduled reviews of the City of Oceanside, Oceanside Harbor, and Morro Hills CSD (coordinate with Carlsbad region)
7 High Statutory MSR | Carlsbad Region Complete scheduled reviews of the City of Carlsbad as well as Carlsbad MWD and Leucadia WWD (coordinate with Oceanside and Encinitas region)
8 High Administrative RCD Ad Hoc Committee Coordinate work of the Ad Hoc Committee in implementing recommendations included in the final MSR on RCDs in San Diego County
9 High Statutory Policy Review | Commission Rule No. 4 Complete a comprehensive update to Rule No. 4 and its provisions to identify and establish special districts’ service functions and classes
10 High Administrative Website Refresh Initiate a refresh of the LAFCO website to include more user-friendly tools and expanded content as main communicative resource
1 High-Moderate Administrative SALC Grant | Ag Trends Continue grant project to identify and track agricultural trends in San Diego County
12 High-Moderate Administrative Legislative Proposal | G.C. 56430 Sponsor and/or otherwise facilitate an amendment to establish a communicative loop in MSR statute between LAFCOs and affected agencies and their constituents
13 High-Moderate Administrative Special Districts Advisory Committee Provide administrative support to the Special Districts Advisory Committee and hold no less than three formal meetings in FY
14 High-Moderate Administrative Cities Advisory Committee Provide administrative support to the Cities Advisory Committee and hold no less than two formal meetings in FY
15 High-Moderate Statutory Special District Elections Conduct special district elections for two seats (regular and alternate) on the Commission
16 High-Moderate Administrative 2021-2022 Audit Complete outside audit of financial statements for 2021-2022 for and ensure consistency with accounting standards
17 Moderate Administrative Legislative Proposal | G.C. 56133 Sponsor and/or otherwise facilitate an amendment to clarify LAFCOs’ determine when local agencies require formal approval to provide outside services
18 Moderate Statutory Policy Review | Island Annexations Consider options to define “substantially surrounded” and provide related mapping to inform update to existing island annexation policies
19 Moderate Statutory MSR | Pauma Valley Region Complete the scheduled review of Pauma MWD, Pauma CSD, Yuima MWD, Mootamai MWD, and Rincon Ranch CSD
20 Moderate Statutory Governance Study | Escondido Region Prepare study identifying and analyzing the merits of potential reorganizations involving the City of Escondido and Rincon del Diablo MWD
21 Moderate-Low Administrative Annual Local Agency Directory Update and publish an annual local agency directory subject to LAFCO oversight
22 Moderate-Low Administrative SOI/MSR Annual Report Update and publish an annual report documenting all recorded municipal service review and sphere of influence actions in San Diego County
23 Moderate-Low Administrative Commissioner Onboarding Packets Create onboarding packets for new Commissioners to help orient new members to key roles, duties, and organizational practices of San Diego LAFCO
24 Moderate-Low Administrative Informational Report | LAFCO at 60 Prepare a report on San Diego LAFCO’s history and key decisions ahead of its 60th Anniversary in June 2023
25 Moderate-Low Administrative Informational Report | Property Tax Exchange Prepare a report primer on current property tax exchange processes in statute and applicable agreements in San Diego County
26 Low Administrative Informational Report | JPAs Prepare a report summarizing JPAs in San Diego County subject to LAFCO reporting under SB 1261
27 Low Administrative Public Access Television Work with local cable companies and associated non-profits to begin broadcasting LAFCO meetings on local government channels
28 Low Administrative Application Procedures Streamline existing application packet to be more user-friendly; address new statutory requirements
29 Low Administrative SANDAG Participate in SANDAG’s Technical Working Group (TWG) and provide updates to the Commission on shared interests as needed
30 Low Administrative Southern California LAFCOs Participate in quarterly meetings with other Southern California LAFCOs and related projects and/or trainings
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Agenda Item 6b | Attachment Three

San Diego County Local Agency Formation Commission
/ Regional Service Planning | Subdivision of the State of California

EXPENSES Adopted Amended Actuals Adopted Amended Projected Proposed Difference

Actuals
Salaries and Benefits Unit

Account No.. Description
51110-51310 Salaries and Wages 763,339 841,000 851,062 756,365 701,365 727,972 761,055 4,690
51410 Retirement - SDCERA 272,668 316,593 293,416 301,077 301,077 244,415 276,158 (24,919)
51415 Retirement - OPEB 10,977 10,977 9,944 9,164 9,164 7,677 9,031 (133)
51421 Retirement - OPEB Bonds 41,998 41,998 38,804 37,655 37,655 32,389 37,418 (237)
51450 Payroll Taxes 55,613 55,613 61,062 55,934 55,934 49,971 55,581 (353)
51510-51550 Group Insurance 103,116 103,116 116,261 130,169 130,169 100,871 125,476 (4,693)
51560 Unemployment Insurance 2,000 2,000 239 2,000 2,000 2,000 2,000 -
1,249,711 1,371,297 1,370,788 1,292,364 1,237,364 1,165,295 1,266,719 (25,646) -2.0%
Services and Supplies Unit
Account No.. Description
52074 Communications 3,636 3,636 6,937 6,336 6,336 7,365 12,961 6,625
52138 General Liability Insurance - - 10,576 10,788 10,788 12,402 12,402 1,615
52178 Vehicle - Maintenance 980 980 646 980 980 758 980 -
52182 Vehicle - Fuel 1,000 1,000 112 500 500 250 500 -
52270 Memberships 25,413 18,182 17,261 25,510 25,510 23,033 30,248 4,738
52304 Miscellaneous 50 50 25 50 50 50 50 -
52330 Office: General 7,420 7,420 6,064 6,420 6,420 9,422 7,386 966
52332 Office: Postage 500 500 22 250 250 180 250 -
52334 Office: Printing 10,000 10,000 7,916 8,000 8,000 18,036 15,000 7,000
52336 Office: Books and Guidelines 2,000 2,000 437 2,000 2,000 - 2,000 -
52338 Office: Drafting/Engineering 50 50 - 50 50 = 50 -
52344 Office: Supplies and Furnishings 15,800 15,800 6,692 14,300 69,300 63,139 14,600 300
52354 Office: County Mail Services 10,000 10,000 7,156 10,000 10,000 8,519 10,000 -
52370 Professional Services: Consultants 190,094 190,094 192,297 199,740 199,740 228,516 261,760 62,020
52490 Publications and Legal Notices 4,650 4,650 15,118 4,650 4,650 16,842 4,650 -
52504 Leases: Equipment 6,600 6,600 6,477 6,600 6,600 6,116 6,600 -
52530 Leases: Office Space 84,764 84,764 109,094 89,764 89,764 93,977 137,868 48,104
52550 Special Expenses: County Overhead 91,507 50,904 40,739 75,346 75,346 36,827 77,466 2,120
52562 Special Expenses: New Hire Backgrounds - - 1,112 - - 100 - -
52566 Special Expenses: Minor Equipment 1,000 1,000 = 500 500 = 500 S
52602 Computer Training 2,000 2,000 - 500 500 - 500 -
52610 Travel and Training | In County 4,500 4,500 2,364 3,000 3,000 3,500 3,000 -
52612 Employee Auto 9,700 9,700 7,200 8,700 8,700 7,730 8,700 -
52622 Travel and Training | Out of County 19,925 - - 5,000 5,000 3,500 16,500 11,500
52721 IT Reimbursements: Network 30,000 30,000 31,162 30,000 30,000 55,213 26,553 (3,447)
52723 IT Reimbursements: Data Center 45,000 29,006 28,752 40,000 40,000 27,633 29,015 (10,985)
52725+28 IT Reimbursements: Financial Systems 20,000 20,000 19,575 20,000 20,000 19,357 40,146 20,146
52732 IT Reimbursements: Desktop Computing 25,000 43,000 46,459 25,000 25,000 40,937 21,488 (3,512)
52734 IT Reimbursements: Help Desk 3,000 3,000 2,274 3,000 3,000 2,220 2,331 (669)
52750 IT Reimbursements: Catalog Equipment 45,000 10,532 8,776 45,000 45,000 5,354 3,748 (41,252)
52758 Fleet Reimbursements: Vehicle Lease 2,000 2,000 1,986 2,000 2,000 1,986 2,000 -

661,589 561,368 559,716 643,984 698,984 692,963 749,253 105,269 16.3%



Adopted Adopted Actuals Adopted Amended Projected Proposed Difference
Miscellaneous Actuals
Account No.. Description
53585 Equipment Depreciation 2,500 2,500 2,500 2,500 2,500 2,500 2,500 -
54955-54961 Fixed Assets 2,500 2,500 - 2,500 2,500 - 2,500 -
5,000 5,000 2,500 5,000 5,000 2,500 5,000 - 0.0%
EXPENSE TOTALS 1,916,300 1,937,665 1,933,004 1,941,348 1,941,348 1,860,758 2,020,972 79,624 4.1%
REVENUES FY 2020-2021 FY 2021-2022 FY 2022-2023
Adopted Adopted Actuals Adopted Amended Projected Proposed Difference
Intergovernmental Unit Actuals
Account No.. Description
45918.1 Apportionments | County 483,914 483,914 483,914 483,914 483,914 483,914 514,281 30,367
45918.2 Apportionments | Cities (less SD) 483,914 483,914 483,914 483,914 483,914 483,914 514,281 30,367
45918.3 Apportionments | City of San Diego 241,957 241,957 241,957 241,957 241,957 241,957 257,231 15,273
45918.4 Apportionments | Special Districts 483,914 483,914 483,914 483,914 483,914 483,914 514,281 30,367
1,693,700 1,693,700 1,693,700 1,693,700 1,693,700 1,693,700 1,800,074 106,374 6.3%
Service Charges Unit
Account No.. Description:
46234 Application Fees 130,000 130,000 221,918 150,000 150,000 135,478 150,000 -
130,000 130,000 221,918 150,000 150,000 135,478 150,000 0.0%
Earnings Unit
Account No.. Description:
44105 Interest and Dividends 20,000 20,000 8,368 15,000 15,000 4,830 15,000 =
20,000 20,000 8,368 15,000 15,000 4,830 15,000 - 0.0%
Non-Operating Unit
Account No.. Description:
47540 Transfer from Fund Balance 72,600 72,600 72,600 82,648 82,648 82,648 55,898 (26,750)
72,600 72,600 72,600 82,648 82,648 82,648 55,898 (26,750) -32.4%
REVENUE TOTALS 1,916,300 1,916,300 1,996,586 1,941,348 1,941,348 1,916,656 2,020,972 79,624 4.1%
OPERATING NET 63,582 55,898 - -
FUND BALANCE
(unrestricted) unaudited projected
Committed
... Stabilization 250,000 250000
... Opportunity 300,000 300,000
Assigned by EO 125,000 125,000
Unassigned 945,720 918,970

1,620,720 1,593,970
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March 18, 2022
TO: Special Districts Advisory Committee

FROM: Adam Wilson, Contract Consultant

SUBJECT: Update on the Ad Hoc Advisory Committee for the Fallbrook PUD and
Rainbow MWD Reorganizations Proposals

SUMMARY

The Special Districts Advisory Committee will receive an update on activities of the Ad Hoc
Advisory Committee for the Fallbrook Public Utility District (PUD) and Rainbow Municipal
Water District (MWD) reorganization proposals. The update is timed with the recent
completion of a consultant’s report addressing specific topics requested by the Ad Hoc as part
of its task to advise LAFCO staff in the proposals’ administrative reviews. The update is for
information only and intended to keep the Committee current on the administrative reviews
for the two reorganization proposals while providing an opportunity to provide feedback.

BACKGROUND
Reorganization Filings

San Diego LAFCO received separate reorganization proposals in March 2020 from Fallbrook
PUD and Rainbow MWD to concurrently (a) detach from the San Diego County Water
Authority and (b) annex to Eastern MWD. The stated purpose of the reorganizations is to
achieve cost-savings for the applicants and their constituents by transitioning the purchase of
wholesale supplies for subsequent retailing.
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Ad Hoc Committee

San Diego LAFCO proceeded to create the Ad Hoc in June 2020 to directly advise staff in the
administrative reviews of the Fallbrook PUD and Rainbow MWD reorganization proposals
given the underlying complexities and controversies. The Commission set the composition of
the Ad Hoc to include 10 members and marked by appointees from all four subject agencies -
Fallbrook PUD, Rainbow MWD, County Water Authority, and Eastern MWD. The remainder of
the appointees are at large and include — notably — Chair Thorner on behalf of the Committee.
A full Ad Hoc roster follows.

Ad Hoc Advisory Committee

Moderator Adam Wilson

Jack Bebee ~ Subject Agency  Fallbrook PUD

Tom Kennedy ~ Subject Agency - Rainbow MWD

Nick Kanetis ~ Subject Agency ~ Eastern MWD

Sandy Kerl ~ Subject Agency ~ County Water Authority

Gary Croucher - At-Large - County Water Authority - Board
Nick Serrano ~At-Large - County Water Authority — Board
Brian Albright At-Large County of San Diego

Lydia Romero ~ At-Large - Cities Advisory Committee

Kimberly Thorner At-Large Special Districts Advisory Committee
Keith Greer At-Large - SANDAG

The Ad Hoc has held 10 public meetings since its creation in June 2020. Meeting agendas and
minutes are available on the LAFCO website as well as video recordings.

DISCUSSION

This item is for Committee to receive an update on recent and pending Ad Hoc activities. The
update is timed to the recent completion of a consultant report by water economist Dr.
Michael Hanemann at the direction of the Ad Hoc to address three interrelated topics
germane to assessing the merits/demerits of the proposals. These topics involve supply
reliability between the County Water Authority and Eastern MWD, financial impacts on the
three principal agencies, and potential exit fees to be paid by Rainbow and Fallbrook. The
remainder of this discussion details the Hanemann report and pending Ad Hoc activities.

Hanemann Report

Dr. Hanemann’s work commenced in December 2020 with several subsequent appearances
before the Ad Hoc to discuss and receive input in the development of his report and key
assumptions. A draft report was issued in September 2021 followed by a formal comment
period. A final report was issued in January 2021 and presented to the Ad Hoc at its February
17" meeting. Each Ad Hoc member was asked to go on the record with respect to
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determining whether they believe the final report positions LAFCO to make informed
decisions on each of the three topics. The Ad Hoc unanimously responded “yes.”

Condensed cliff-notes on all three topics covered in the final report follows.

Topic One: Water Supply Reliability

Hanemann concludes both the County Water Authority and Eastern MWD have
reliable wholesale supplies.

Hanemann finds County Water Authority supplies are more reliable given they are
more diversified and marked by having direct access to desalinated water.

Topic Two: Financial Impacts

Hanemann concludes the cost-savings to Fallbrook PUD and Rainbow MWD if they
detach and change wholesalers will be $2.9 million and $4.8 million each year,
respectively, and generate a combined net annual savings of $7.7 million. The
individual amounts represent net savings of 35% for Fallbrook and 21% for Rainbow.

Hanemann concludes the County Water Authority will lose $4.1 million each year if
Fallbrook PUD detaches and $8.5 million each year if Rainbow MWD detaches. The
combined annual loss for the County Water Authority should both detach is $12.6
million and represents a net loss of (2%) for the County Water Authority. "

Topic Three: Potential Exit Fees

Hanemann concludes exit fees payable to County Water Authority are
economically justified for both Fallbrook PUD and Rainbow MWD if they detach.

Hanemann concludes it would be appropriate to base the exit fees on assigning
Fallbrook PUD and Rainbow MWD their proportional shares of the County Water
Authority’s existing cost obligations for acquiring grandfathered rights to the
Colorado River via the Imperial Irrigation District or “QSA” water.

Drawing from the preceding premise, Hanemann concludes a reasonable exit fee
for Fallbrook PUD and Rainbow MWD to pay the County Water Authority each year
over a defined period would be $5.3 million and $7.7 million, respectively. The
combined annual exit fee is $13.0 million.

' The identified annual revenue loss to County Water Authority are based on the first 10 years post detachment. The annual revenue losses adjust and
decrease slightly after the 10t year given the corresponding adjustment passed through by MET due to the overall difference in water sales. The referenced
(2%) measurement ties to the County Water Authority’s FY2021 operating revenue total of $690.2 million.
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e Hanemann concludes it would be reasonable to require Fallbrook PUD and
Rainbow MWD to pay an annual exit fee to the County Water Authority for no less
than three years and no more than 10 years.

Dr. Hanemann’s final report is provided as Attachment One.
Pending Committee Activities

The Ad Hoc’s work continues in assisting San Diego LAFCO in the administrative reviews of
the two reorganization proposals. This includes currently reviewing a final report on the
separately scheduled municipal service review on the Fallbrook region to determine what - if
any - additional cross-connected topics merit attention in preparing a potential addendum.
Staff anticipates other topics will be referred to the Committee and confirmed at the next
meeting in late March or early April. A probable example involves the Executive Officer’s
interest for the Committee to assist in staff assessing the material differences between “roll-
off” and detachments as well as detail specific impacts to the City of San Diego given its role
as the largest member agency of the County Water Authority. Other potential topics
identified by Committee members are provided as Attachment Two.

ANALYSIS

The completion of Dr. Hanemann’s report represents a significant accomplishment for the Ad
Hoc in directly assisting San Diego LAFCO in addressing key issues underlying the two
reorganization proposals. This accomplishment similarly and substantively advances LAFCO’s
administrative reviews of the two proposals and provides the subject agencies and other
interested parties with enhanced parameters to the scale and scope of the staff analysis and
related conclusions proceeding towards the Commission. Comments from the Committee
will further enhance the administrative reviews.

RECOMMENDATION

It is recommended the Committee discuss the work of the Ad Hoc for purposes of staying
current on the processing of the two reorganization proposals and provide related feedback
as appropriate.

ALTERNATIVES FOR ACTION

None.
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PROCEDURES FOR CONSIDERATION

This item has been placed on the Committee’s agenda for information as part of the
business calendar. The following procedures apply.

1) Receive verbal report from staff.
2) Initial questions or request for clarifications.
3) Discuss item and provide feedback as requested.

Respectfully,

Keene Simonds
Executive Officer

Attachments:

1) Dr. Hanemann’s Final Report

2) AdHoc Member Comments on Pending Activities
- (A) San Diego County Water Authority
- (B) Rainbow Municipal Water District
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REPORT TO SAN DIEGO LAFCO

FALLBROOK PUD AND RAINBOW MWD WHOLESALER
REORGANIZATION

Submitted by

Professor Michael Hanemann

December 31, 2021





