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INTRODUCTION

The August Comprehensive Quarterly Report (“CQ Report”) presents information for the
fourth and final quarter of fiscal year 2014-15. This report provides the Commission an
overview of the projects and meetings completed and underway in the months of April,
May, and June 2015. An assessment of the agency’s current budget and investment
portfolio performance for the fourth quarter is also contained in this report.

MANDATED PROJECTS

During the fourth quarter, OC LAFCO participated in meetings and discussions regarding
changes of organization involving cities and special districts, activation of latent powers
and sphere of influence amendments. The following section provides an update on
activities involving boundary change applications and potential OC LAFCO proposals
that occurred during the fourth quarter.

Meyer Reorganization

During the fourth Quarter, staff continued
to work with the applicant and the
affected Cities of Anaheim and Orange
regarding the remaining  actions Meyer

Reorganization

necessary to complete the application
and to schedule the proposed
reorganization for consideration by the
Commission. The application proposes
the detachment of approximately 395 sq.
ft. from the City of Orange and
annexation of the same territory to the
City of Anaheim. The purpose of the reorganization is to facilitate future development of
the property and adjoining parcels through a single jurisdiction. The project timeline has
been extended to allow the City of Anaheim to complete the processes for identifying
land use designations and environmental review. The application is currently expected
to be considered by the Commission in the fall.

Laguna Woods Sphere of Influence Amendment

On May 26, 2015, the City of Laguna Woods submitted an application foran amendment
to the City's sphere of influence (SOI). The City's request is to remove approximately six
acres of unincorporated territory from the City’'s sphere of influence that consists of open
space and right of way land uses located in and adjacent to Highway 133 that do not
require City services. The area was included in the City's sphere of influence in 2008
during the City’s annexation of adjacent open space known as “Laguna Laurel.” After
careful review of landownership and service responsibilities, the City has requested the
sphere of influence amendment to better align the City's sphere of influence with the
City’s jurisdictional boundary. The Laguna Woods sphere of influence amendment
application is included as a public hearing item in the August agenda.
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Esperanza Hills Annexation

While there have been ongoing discussions involving the proposed annexation of the
Esperanza Hills development over the past two years, the annexation application remains
incomplete. Over the past six months, Supervisor Spitzer led the effort to address
residents’ concerns and issues identified in the draft environmental document prepared
for the proposed development of 340 single-family residential units within the City of
Yorba Linda's sphere of influence During the fourth quarter, OC LAFCO staff participated
in the Yorba Linda City Council special meeting to address questions on annexation and
was asked to be available for questions at the County Board of Supervisors meeting on
June 2 when the Board approved land use the designation of the proposed residential
development. On June 4, opponents to the development filed a petition in Orange
County Superior Court against the County’s environmental impact report that was
previously approved by the Board on June 2, 2015.

Applications for Local Sewer Service & Focused MSR

During the fourth quarter, the preparation and completion of the Focused Municipal
Service Review (MSR) for Orange County Sanitation District (OCSD) Service Area 7
required significant staff resources. By April, OC LAFCO staff had worked with
stakeholders to compile the information necessary to prepare the report and on May, 21,
the draft Focused MSR was distributed to stakeholders for technical review and
comment. The draft report was also distributed to the East Bay Municipal Utility District for
preparation of a peer review. As appropriate, the comments received from the
stakeholders and EBMUD were incorporated into the report.

The Focused MSR was discussed by the Commission as a study session item during the
July regular meeting. The study session
provided the opportunity for the Commission
to discuss the item and provide comments and
provide direction on report revisions to OC
LAFCO staff. Subsequently, staff worked with
staff from the Orange County Sanitation
District, East Orange County Water District, and
the Irvine Ranch Water District to address the
questions and comments of the Commission.
The revised Focused MSR and the MSR
statement of determinations are included as a
separate item in the August agenda for
Commission consideration.

The review of alternative service providers in
the MSR will provide the foundation for the
consideration of the EOCWD and IRWD
applications at a subsequent OC LAFCO
meeting. The applications submitted by EOCWD and IRWD for changes of organization
that would allow each district to assume local sewer service in Service Area 7 are
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currently incomplete. Once the applications are complete based on OC LAFCO and
statute requirements, the applications will be scheduled for public hearing.

FOSTERING PARTNERSHIPS

The Commission continues to foster partnerships and enhance communications with
local government agencies and communities through Commission-initiated projects and
activities. The following section provides an update on related efforts conducted during
the fourth quarter.

South Orange County Visioning Process

The South Orange County Visioning Process is the Commission’s multi-year effort involving
two South Orange County study areas to proactively explore future governance for the
unincorporated developed and developing communities in the area. During the fourth
quarter, the Rancho Mission Viejo study area stakeholders met in early April to review
resources prepared by OC LAFCO staff that will be used by the stakeholders to engage
their respective councils, boards and communities in discussions about the Visioning
Process and potential governance options they may consider.

Over the past three months, OC LAFCO staff has
worked to finalize the resource material for
review and approval at the final meeting of the
RMV stakeholder working group scheduled for
August 18, 2015. The RMV stakeholders have
asked OC LAFCO staff to parficipate in the
presentation of the resource materials to each
of the respective councils, boards and
communities. These presentations are expected
to occur during the month of September. The
stakeholder process and the feedback received
from each of the agencies and communities will shape an informative report that
supports interest in ongoing governance discussions and other issues affecting this region
of the County. The current Visioning Process is expected to conclude with presentation
of the report to the Commission in the fall. Subsequently, OC LAFCO staff will continue to
engage interested stakeholders in the South Orange County Study Areas to
collaboratively develop timelines and milestones for implementation of governance
options.

Shared Services Program Updates

The Shared Services Program is currently undergoing renovations designed to increase
use by local agencies by improving the user experience and updating program content.
During the fourth quarter, OC LAFCO staff has worked with the Commission’s IT
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consultant, RespondTech, on the renovations, which are expected to be completed by
the end of the summer. OC LAFCO staff will complete an intensive outreach program to
collect information from Orange County local agencies that are interested in
participating in the Program. As an initial step, OC LAFCO staff has begun reaching out
to the County and each city and independent special district requesting completion of
a brief online survey on shared services and interest in personal demonstrations of the
program.

CALAFCO Legislative Committee

The CALAFCO Legislative Committee caurormiaassociamonor

provides LAFCOs the ability to parficipate in - = ™ Cmeaione CALAF co
discussions that shape legislation of OC
LAFCO interest. During the fourth quarter,
the CALAFCO Legislative Committee actively engaged in discussions with key
stakeholders, legislative staff and Legislators regarding several bills actively moving
through the legislature. The bills of LAFCO interest generally include the following areas:
extending service beyond agency boundaries, updating the disincorporation law,
improving water reliability, local government finance, and general legislative clean-up.
During the fourth quarter, OC LAFCO staff participated in the CALAFCO Legislative
Committee meetings and engaged the Commission’s Ad Hoc Committee to discuss
recommended positions and feedback. The Commission adopted positions on several
of the bills in May and sent comment letters to bill authors. The Legislative Quarterly
Report, which provides additional details on 2015 legislation of LAFCO interest, is under a
separate report and will be presented to the Commission at the August 12 meeting.

Sharing information and resources

Coalition of California LAFCOs

The Coalition of California LAFCOs (“CCL"), comprised of Commissioners and staff of alll
southern LAFCOs (Imperial, Los Angeles, Orange, Riverside, San Bernardino, and San
Diego), continues to meet quarterly to discuss and collaborate on regional and local
issues. During the fourth quarter, CCL met on May 5, 2015 via telephone conference to
discuss the annual rotation of CCL Officers and staff and the development of a joint
Request for Proposal (RFP) for website development services. Joint RFPs have been used
by CCL in the past to streamline the RFP process and realize costs savings for
administrative services. Over the past two months, OC LAFCO and Riverside LAFCO staff
have collaborated on the development of the RFP which is expected to be issued on
August 5, 2015. According to the current project timeline, the new website is expected
to be launched at the beginning of 2016.

The CCL Board recently met on July 27, 2015 and received an update on the
development of the 2016 Regional Transportation Plan and Sustainable Communities
Strategy by the Southern California Association of Governments. Additional information
about the CCL meeting held on July 27, 2015 will be provided at the August 12 regular
meeting by Commissioner and CCL Board Member Cheryl Brothers.
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OCLAFCO MEETINGS AND OUTREACH EFFORTS

During the fourth quarter, meetings and efforts involved proactive efforts by staff to
support both mandated and Commission-initiated projects identified in the current work
plan. Meetings and presentations conducted during the fourth quarter provided the
opportunity for staff to keep County, city, special district representatives and other OC
LAFCO stakeholders apprised of key Commission events and projects.

Q4 FY 14-15 MEETINGS & OUTREACH EFFORTS

April Meetings
LAFCO Chair, EOCWD Board Member to discuss the District’s application
Yorba Linda Mayor, City Manager to discuss preannexation agreement and LAFCO process

Open House for Supervisors Do and Steel

ISDOC Executive Committee

Martin Gonzalez, Institute of Local Government to discuss shared services presentation
Dan Kelly, RMV to discuss South County Governance visioning process

First Supervisorial District staff to discuss LAFCO projects

South County Governance — Rancho Mission Viejo Stakeholder Working Group Meeting #6
Tour of EOCWD facilities

City of Anaheim and Orange staff to discuss proposed “Meyer Reorganization”
CALAFCO Staff Workshop

OC Grand Jury

Supervisor Steel, LAFCO 101

City of Seal Beach staff to discuss County boundary adjustment

City of Orange Professional Development Day

CSAC Shared Services Presentation, Sacramento

Yorba Linda City Council Special Meeting

Melanie Schlotterbeck to discuss Esperanza Hills annexation process

May Meetings

CCL Quarterly Meeting

LAFCO Chairman McGregor monthly meeting

Henson Consulting to discuss professional development

Grand Jury

Facilitation consultant to discuss next Rancho Mission Viejo Stakeholder Working Group Meeting #7
IT consultant for Microsoft Office 365 training

ISDOC Executive Committee

June Meetings

County BOS meeting for proposed Esperanza Hills development

OCSD Service Area 7 Community Workshop

Orange City Council Meeting on OCSD Service Area 7

New Commissioner Orientation with Commission Wendy Bucknum

OCSD General Manager to discuss OCSD Service Area 7 MSR

City of San Juan Capistrano staff to discuss South County Governance resource information
Conference meeting with legal counsel to discuss personnel policies and procedures
Leading Change in Organizations, CSU Fullerton Extension College

EOCWD General Manager to discuss the District’s application and plan for service
ISDOC Executive Committee
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Appointment of OC LAFCO Commissioner

Over the past several months, the Commission has experienced the appointment of
many new Commissioners due to the recent local elections. In the fourth quarter, City of
Mission Viejo Counciimember Wendy Bucknum was appointed by the City Selection
Committee to serve as the LAFCO Alternate City Member.
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FY 2014-15 BUDGET OVERVIEW

This CQ report includes the fourth quarterly budget update for fiscal year 2014-15. The
following budget review of this report provides the Commission with the fourth quarter
bank account balances (see table below) and a comprehensive overview of OC LAFCO
revenues and expenditures from April 1, 2015 through June 30, 2015 (see page 11).!

As of 6/30/15 Balance

Wells Fargo Checking $ 95,153
Wells Fargo Savings 210,412
770-Payroll Account 138,229
Total $ 442,794

Revenues

Revenues received during the fourth quarter totaled $1,032 and included interest
dividends. As a note, filing fees are not used for budgeting purposes, but are shown in
the quarterly overview as revenue.

Financial Statements

The CQ report includes additional financial statements to better understand OC LAFCO'’s
financial status throughout the fiscal year. The following two financial statements provide
a snapshot of OC LAFCO'’s performance and details on the agency's assets, liabilities,
and equity.

Balance Sheet”

This financial document (see pages 12-13) summarizes the agency's assets and liabilities
as of June 30, 2015 on an accrual basis, or when earnings and expenses are incurred.

Cash Flow Statement

This financial document (see page 14) provides information on the cash inflow and
outflow the agency endured during the fourth quarter (April - June).

Expenditures

The total expenditures at the end of the fourth quarter are approximately eighty-seven
percent (87%) or $852,885 of the total budget ($985,708). Overall, the Commission is
expected to have approximately $151,416in surplus, largely represented in salary savings.
However, some line items (e.g. Information Technology, Telephone, and Office
Equipment/Supplies) have exceeded their budgeted amounts due to unexpected costs

1 All financial statements contained in the CQ report are on an accrual accounting basis.
2 Unaudited - Subject to Change
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related to the office relocation. Other line items, such as accounting and legal costs,
have been exceeded due fto additional legal consultation related to refirement
research, Commission policies, and Commission initiated projects. The following table
shows the actual funds used and the target levels for the current fiscal year.

Total Funds Used by Quarter |

1tQtr.  2™aQtr. 39atr. 4% Qtr.
Target 25% 50% 75% 100%
Actual 23% 46% 67% 87%

Investment Report

To maximize funds, apportionment fees are deposited in the Local Agency Investment
Fund (LAIF) and OC Fund accounts. Throughout the fiscal year, the bookkeeper and
designated staff members withdraw from the accounts to cover the agency’s
operational expenses.

The following table illustrates the balance of OC LAFCO's investment portfolio at the end
of the fourth quarter:

As of 6/30/15 Balance

LAIF $55,842
OC Fund $542,542
Total $598,384

To date, OC LAFCO has earned approximately $3,792 in interest which is approximately
hundred thirty-three percent (133%) of the projected interest earnings for fiscal year 2014-
15.
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY
Quarterly Overview
APRIL 1, 2015 THROUGH JUNE 30, 2015*

Revenue
Transfer In from Unreserved Equity
4000 - LAFCO Apportionment
4050 - Filing Fees
4150 - Misc Revenue
4200 - Interest & Dividends
Total Revenue
Expenses
Expenditures
5000 - Salaries
5010 - Hourly Employees
5100 - Benefits & Insurance
5102 - Optional Benefit Plan
5104 - Executive Deferred Comp
5106 - Retirement Benefits
5108 - Health Care Insurance
5109 - Retiree Health Benefits
5110 - Dental Insurance
5112 - Life Insurance
5114 - Workers Compensation
5116 - Medicare
5118 - Unemployment Insurance
5120 - Salary Continuance
5122 - Accidental Death Insurance
5125 - Executive Employee Car Allowance
Total 5100 - Benefits & Insurance

5150 - Information Technology
5151 - Telephone

5200 - County of Orange

5250 - General Liability Insurance
5300 - Maintenance-Building
5350 - Membership

5450 - Office Equipment/Supplies
5500 - Professional Services

5510 - Legal

5520 - Accounting/Audit

5530 - Human Resources

5535 - Mapping/Archiving

5540 - Other Professional Service

Total 5500 - Professional Services

5550 - Investment Admin Fees
5560 - Banking Fees
5575 - CEQAFilings
5580 - SBE
5600 - Public Noticing
5625 - Postage
5650 - Office Lease
5675 - Equipment Leases/Maintenance
5700 - Commission & Staff Expense
5710 - Commission Stipends & Taxes/Fees
5750 - Staff Training
5800 - Transportation/Travel
5850 - Commission Meeting Exp
Total Expenditures
Total Net Income (Loss)

1st Qtr 2nd Qtr 3rd Qtr 4th Qtr YTD TOTAL Funds Used Funds
FY 14-15 q
Comparison
Jul-Sep Oct-Dec Jan-March Apr - June TOTAL Budget (%)
($)
Revenue

(-) means funds

over expected

S 56,175 S - S - 56,175 $ 56,175 100.0% $ -

962,682 (35,999) - - 926,683 926,683 100.0% -
3,153 12,838 1,294 - 17,285 - N/A 17,285
290 12 34 - 336 - N/A 336
672 1,126 962 1,032 3,792 2,850 133.0% 942
S 1,022,972 S (22,023) 2,290 $ 1,032 $ 1,004,271 $ 985,708 101.9% $ 18,563
(+) funds remaining

(-) underbudgeted

S 98,858 S 95,991 $ 60,750 S 67,393 S 322,993 $ 358,400 90.1% 35,407
- 256 968 - 1,224 8,200 14.9% 6,976
- - 14,417 = 14,417 15,000 96.1% 583
861 963 1,082 1,129 4,036 6,700 60.2% 2,664
25,915 29,375 29,403 31,046 115,739 124,000 93.3% 8,261
11,983 12,530 12,467 14,207 51,188 60,740 84.3% 9,552
3,295 3,034 2,673 2,858 11,859 13,000 91.2% 1,141
1,006 1,041 1,001 1,270 4,318 4,500 96.0% 182
213 220 102 127 662 1,000 66.2% 338
- - 557 186 743 1,486 50.0% 743
1,146 1,166 1,307 1,152 4,771 5,200 91.8% 429

- - - - 5 N/A -
271 289 269 288 1,117 1,300 85.9% 183
20 21 21 26 88 100 88.0% 12

1,800 1,800 1,800 1,800 7,200 7,200 100.0% =
46,511 50,439 65,098 54,089 i 216,137 240,226 90.0% 24,089
825 2,817 4,945 1,613 10,199 10,000 102.0% (199)
225 2,164 5,188 2,988 10,565 10,000 105.7% (565)
255 84 1,136 1,355 2,831 5,500 51.5% 2,669
2,857 4,049 3,699 3,652 14,257 15,332 93.0% 1,075
58 - - - 58 520 11.1% 462
7,657 7,336 7,155 6,795 28,943 29,000 99.8% 57
1,538 10,885 2,432 1,090 15,945 11,500 138.7% (4,445)
14,088 9,173 14,350 8,994 46,604 50,000 93.2% 3,396
15,636 12,561 11,848 2,224 42,268 37,900 111.5% (4,368)
- - - 700 700 1,000 70.0% 300
3,536 = = = 3,536 8,000 44.2% 4,464
11,040 10,868 12,089 19,106 53,103 75,000 70.8% 21,897
44,300 32,601 38,287 31,024 © 146,211 171,900 85.1% 25,689
116 175 116 109 516 620 83.2% 104
- 342 96 61 499 - N/A (499)
50 - 300 - 350 - N/A (350)

- - - - . - N/A -
1,024" 804 - 1,645 3,473 10,000 34.7% 6,527
1,019 694 473 = 2,187 3,300 66.3% 1,113
13,944 7,268 7,962 8,187 37,361 57,720 64.7% 20,359
1,468 1,647 2,646 1,431 7,191 7,240 99.3% 49
1,197 2,254 2,366 1,576 7,393 8,000 92.4% 607
3,386 3,618 2,520 4,216 13,740 16,300 84.3% 2,560
294 575 - 40 909 3,550 25.6% 2,641
29 5,768 1,173 1,319 8,290 17,000 48.8% 8,710
660 924 - - 1,584 1,400 113.1% (184)
S 226,272 $ 230,691 $ 207,310 $ 188,582 $ 852,855 $ 985,708 86.5% 132,853
$ 796,700 $ (252,713) $ (205,020) $ (187,550) $ 151,416 $ 5 (151,416)

**Unaudited Amounts Subject to Minor Reclassifiying and Year-End Adjustments
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY

BALANCE SHEET
JUNE 30, 2015

ASSETS
Current Assets
Checking/Savings
Cash and Investments
1000 - County Acct-Payroll
1025 - Wells Fargo Checking
1030 - Wells Fargo Savings
1040 - OC Fund
1050 - Investment Acct - LAIF
Total Cash and Investments
Total Checking/Savings
Other Current Assets
1201 - Account Receivable
Other Current Asset
1300 - Interest Receivable - Other
1375 - Prepaid Expenses - Other
1376 - Retirement Prepaid Expense
1550 - Due from Other Governments
Total Other Current Asset
Total Other Current Assets
Total Current Assets
Other Assets
Other Assets
1575 - Pension Deposit
1600 - Security Deposit
Total Other Assets
Total Other Assets

TOTAL ASSETS

Jun 30, 15

137,228.71

95,152.55
210,412.50
542,541.62

_ 5584212
1,041,177.50

1,041,177.50

53.66

319.45
11,126.78
13,421.08

0.10

24,867.41
24,921.07

1,066,098.57

115,783.78

6,081.66
121,865.44
121,865.44

1,187,964.01
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LIABILITIES & EQUITY
Liabilities
Current Liabilities

Accounts Payable

Accounts Payable

2000 - Accounts Payable 41,831.13
Total Accounts Payable 41,831.13
Total Accounts Payable 41,831.13

Other Current Liabilities

Current Liabilities

2050 - Salaries Payable - OC (9050) 24,133.45

Total Current Liabilities 24,133.45

Total Other Current Liabilities 24,133.45

Total Current Liabilities 65,964.58

Total Liabilities 65,964.58
Equity

3000 - Unrestricted Net Assets 654,207.75

3050 - Restricted Net Assets

3950 - Reserve for Contingency 100,000.00

3960 - Reserve for Litigation 75,000.00

3970 - Reserve for Unfunded Liability 30,000.00

3980 - Reserve for Special Projects 9,106.00

Total 3050 - Restricted Net Assets 214,106.00

3900 - Retained Earnings 158,445.84

Net Income 95,239.84

Total Equity 1,121,999.43
TOTAL LIABILITIES & EQUITY 1,187,964.01
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY

STATEMENT OF CASH FLOWS

APRIL 1, 2015 THROUGH JUNE 30, 2015

OPERATING ACTIVITIES
Net Income
Adjustments to reconcile Net Income
to net cash provided by operations:
Accounts Receivable:1200 - Accounts Receivable
Other Current Asset:1300 - Interest Receivable - Other
Other Current Asset:1375 - Prepaid Expenses - Other
1201 - Account Receivable
Other Current Asset:1376 - Retirement Prepaid Expense
Accounts Payable:2000 - Accounts Payable
Current Liabilities: 2050 - Salaries Payable - OC (9050)
Current Liabilities: 2001 - Accrued Liability
Net cash provided by Operating Activities
Net cash increase for period
Cash at beginning of period

Cash at end of period

AEr -Jun 15

-187,550.34

5,600.01
-111.76
5,387.83
-53.66
25,631.09
7,684.16
9,282.15

-8,825.34
-142,955.86

-142,955.86

1,184,133.36
1,041,177.50
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