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BACKGROUND

San Diego LAFCO is responsible under State law to adopt a proposed budget by May 1%, 2025,
and a final budget by June 15, 2025. A mandatory review by all local funding agencies is
required between the two adoption periods. State law also specifies the proposed and final
budgets must 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.’

DISCUSSION

This agenda item is for San Diego LAFCO to consider recommendations by the Executive
Officer in adopting a coordinated final (a) workplan and (b) budget for 2025-2026. Both items
return to the Commission relatively intact from their initial presentation and adoption in draft
form on March 3™ and the subsequent 45-day public review period. This included providing
direct notice to all local funding agencies per statute as well as presenting to both the Cities
and Special Districts Advisory Committees. Summaries of both items follow.

Final Proposed Workplan

The proposed final workplan for FY2025-2026 remains largely unchanged from the draft
adopted in March and continues to build on the current fiscal year’s efforts. It outlines 30
special projects organized across sequential priority categories, with ongoing efforts
generally placed in the upper half and new projects in the lower half. An additional 20 bullpen
projects are identified as optional activities the Commission may consider advancing during
the year or carrying forward to future workplans. Top-priority items include ongoing
municipal service reviews of wholesale water providers (No. 1a), healthcare districts (No. 1b),
and the San Diego Association of Governments (No. 3), all of which are progressing toward
staff issuing drafts within the next several months. Two regional municipal service reviews
(No. 4a and 4b) covering the Carlsbad and Encinitas areas are also prioritized with drafts
expected to be issued before the end of the calendar year. Materially, the lone revision to the
workplan relative to the March draft involves advancing a special governance study of the
Oceanside Small Craft Harbor District from low to medium priority and in doing so swapping
places with an administrative project with U.C. Berkeley as detailed. This change responds to
community input on the draft with a preliminary scope of work provided as an attachment to
assist the Commission in its review of the project.

Final Proposed Budget

The proposed final budget for FY2025-2026 similarly returns largely unchanged from the draft
adopted in March and structured to support the accompanying workplan. Most notably, it
continues to set $3.164 million in total matching expenses and revenues, representing an
overall increase of 8.6% or $0.251 million over the current fiscal year. Details follow.

1 This statutory prohibition on reducing the LAFCO budget without special findings ties to the State of California agreeing to negotiated
legislation in 1962 to delegate oversight of jurisdictional boundary and service area issues from the State to LAFCOs in all 58 counties.
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Operating expenses are proposed at $2.681 million and represents an increase over the
current fiscal year of 10.4% or $0.251 million.

- The Salaries and Benefits Unit is set to increase by 8.2% — or $119,894 — and largely
the result of accommodating a 3.8% placeholder cost-of-living adjustment for all 8.0
filled positions as well as anticipated step advancements for eligible employees.
The increase also accommodates a scheduled per diem change from $291 to $305.

- The Services and Supplies Unit is set to increase by 13.8% — or $132,653 — and largely
to support expanded consultant use requiring technical expertise associated with
the municipal service review program. The increase also accommodates a
scheduled website update.

Non-operating expenses are proposed at $0.483 million and represents a decrease
over the current fiscal year of (0.2%) — or ($0.001 million) — and largely associated with
transacting grant payments with the State of California involving SALC 2.0. The
balance of the budget involves debt payments covering LAFCO’s proportional share of
the County of San Diego’s obligation bonds for other post-employment benefits.

Operating revenues are proposed at $2.714 million and represents an increase over the
current fiscal year of 10.2% or $0.252 million.

- The Apportionments Unit is set to increase by 5.0% or $0.108 million and divided by
statutory formula between the County of San Diego, Cities less San Diego, City of
San Diego, and Special Districts. The 5.0% marker has been set by staff based on
feedback from the Commission.

- The Miscellaneous Unit is set to increase by 183.4% or $0.143 million and entirely ties
to increasing the use of reserves to balance expenses.

Non-operating revenues are proposed at $0.450 million and represents the same
amount budgeted for the current fiscal year. All revenues are associated with
transacting the SALC 2.0 grant with the State of California.

A listing of all workplan projects is provided as an exhibit to the attached draft resolution. A
detailed budget ledger showing all revenues and expenses is similarly provided as an exhibit.

ANALYSIS

San Diego LAFCO’s proposed final workplan and budget for 2025-2026 reflect a largely status
quo approach in addressing the Commission’s regulatory and planning responsibilities with
targeted enhancements as outlined above. The workplan maintains the Commission’s
established practice of setting a proactive 12-month schedule of 30 special projects, with
continued emphasis on advancing the municipal service review program. The lone revision to

3|Page



San Diego LAFCO

May 5, 2025 Meeting

Agenda Item No. 6b | Final Workplan and Budget for FY2025-2026

the workplan involves advancing a special governance study of the Oceanside Small Craft
Harbor District. This revision responds to community interest and has generated an assisting
letter from the City of Oceanside with constructive suggestions that are incorporated into the
preliminary scope of work. The budget supports the workplan priorities and headlined by
continuing to fund 8.0 fulltime positions with a 3.8% cost-of-living adjustment and targeted
step increases. It also covers additional consultant usage consistent with the evolving needs
of the municipal service review program. Additional use of reserves to limit the
apportionment increase to 5.0% separately syncs with LAFCO policy to make available monies
to help stabilize costs and smooth impacts on local agencies while also maintaining a fund
balance to be no less than 33% of operating expenses. The fund balance is expected to total
$1.410 million at the end of 2025-2026 and equal to 53% of operating expenses. A public guide
summarizing the final proposed workplan and budget is available as Attachment One.

RECOMMENDATION

It is recommended San Diego LAFCO approve and adopt the proposed final workplan and
budget as presented with any desired changes. Recommendation is consistent with taking
the actions identified in the proceeding section as Alternate One.

ALTERNATIVES FOR ACTION
The following alternatives are available to San Diego LAFCO through a single motion:

Alternative One (recommended):

a) Adopt the attached resolution provided as Attachment Four approving the proposed
final workplan (Ex. A) and budget (Ex. B) for FY2025-2026 with any desired changes.

b) Authorize the Executive Officer to invoice local agencies under statute formula for
FY2025-2026 in the total amount of $2,292,272.

¢) Approve the previously scheduled increase in per diems from $291 to $305.

Alternative Two:
Continue consideration of the item to its next regular meeting.
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