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INTRODUCTION

The Fourth Quarter Comprehensive Quarterly Report (“CQ Report”) presents a summary
of the Commission’s 2015-16 work-plan accomplishments and an overview of the
activities during the months of April, May and June 2016. This report also includes an
assessment of the agency’s budget and investment portfolio performance for the final
and fourth quarter of 2015-16.

2015-16 WORK PLAN WRAP-UP

As the 2015-16 fiscal year ends, this section highlights the progress the Commission has
made toward completing the projects, programs and activities identified in the annual
Work Plan. The plan, which is available on the agency's website at oclafco.org, groups
these elements of the Work Plan into three major categories: mandated, Commission-
initiated and administrative.

2015-16 Mandated Projects
Of the 14 mandated projects identified in the 2015-16 Work Plan, the Commission
successfully completed five:
1 acity sphere adjustment for Laguna Woods;
1 a focused Municipal Service Review for Orange County Sanitation District
(OCSD) Service Area 7;
1 two applications regarding expanding services into the OCSD Service Area
7, one for Irvine Ranch Water and the other for the East Orange County
Water District; and
1 an annexation and reorganization for a portion of the Meyer property to
the City of Anaheim.

Additionally, one project, the Rossmoor CSD Activation of Latent Powers, was removed
from the Work Plan by the request of the District. The eight remaining mandated projects
of the 2015-16 Work Plan are ones that involve multi-year efforts and have been included
in the Work Plan for 2016-17.

2015-16 Commission -Initiated Projects

A significant milestone for one of the Commission-initiated projects, the South Orange
County Visioning Process, was successfully accomplished during the 2015-16 year. The
Commission’s three-year proactive effort to collectively envision future governance
options with the unincorporated communities in South Orange County culminated with
the South Orange County Governance Visioning Final Report being presented at the
meeting in June. The project is now entering its next phase of bi-annual stakeholder
meetings that are a component of the 2016-17 Work Plan.

OC LAFCO Comprehensive Quarterly Report: Q4 FY 15-16 1| Page



The 2015-16 Work Plan identified eight other long-term continuing Commission-initiated
projects: County Unincorporated Areas, Municipal Service Review preparation, Fiscal
Trends Program Update, Shared Opportunities Program, Legislative Affairs, Coalition of
California LAFCOs, and CALAFCO participation. Over the past year, the Commission was
proactive in legislative affairs as a member of the CALAFCO Legislative Committee and
formally adopted positions on six bills of LAFCO-interest introduced during the current
legislative session. Additionally, the Commission completed upgrades to the Shared
Services web program. The agency continues to make progress on the other ongoing
projects and has incorporated them into the 2016-17 Work Plan.

The legislation for the final project identfified in the Work Plan, the Inventory of Water
Provision to Disadvantaged Communities, was not enacted. However, as a result of the
efforts on this project, staff did identify and produce maps of the Disadvantaged
Unincorporated Communities in Orange County and now provides that information on
the agency’s website.

2015-16 Administrative Projects
Highlights of the Commission’s administrative projects completed include:

1 selection of a new auditing firm through a joint RFP process with four other
southern LAFCOs;

1 a significant upgrade and redesign of the OC LAFCO website which
included enhancing and updating the agency’s signature programs of
Shared Services and Fiscal Trends Analysis;

1 preparation and distribution of quarterly legislative and budget reports to
the Commission and funding agencies;

1 completion of an Internal audit and comprehensive update of Parts I-IV of
the Commission’s Bylaws, policies and procedures;

1 completion of recruitment process for two key staff vacancies;

1 continued participation in regional meetings and outreach to partner
agencies;

1 approval of 2015-16 Strategic Plan, Work Plan, and budget; and

1 completion of audited financial statements for the year ending June 30,
2015 with no material issues noted by the auditor.

FOURTH QUARTER - MANDATED PROJECTS

During the fourth quarter, OC LAFCO staff continued to participate in meetings and
discussions involving several active and anficipated routine and complex changes of
organization included in this year's work plan. The filed and anficipated project
applications involve the annexation of property from the County to a city and potential
transfers or consolidations of water and sewer systems. The following section provides an
update on project related activities that occurred during the fourth quarter.
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Plano Trabuco/Dove Canyon Annexation to the City of Rancho
Santa Margarita

The Roman Catholic Bishop of Orange has requested the annexation of
approximately 1.7-acres of uninhabited territory currently located in the County of
Orange to the City of Rancho ;
Santa Margarita. This
annexation will result in the
extension of the City's boundary —
to include approximately 1.4- > 4k ~33§:ﬁow|‘.i'ﬂ7§;fa :
acres of private property v LN St

located at the southwest corner . : ;
of Plano Trabuco Road and
Dove Canyon Drive, and .3 of an
acre designated as the public-
right-of-way at the intersection

3 cel 2 [ e 5
Of PthO TerUCO ROGd Gﬂd ;-5 b B o qUnmco.rporated City of, Rancho
. - - W County/of Santa
Dove Canyon Drive. If approved @5 & orange Margarita

by the Commission, the
proposed annexation will place
all of the Santa Margarita /
Catholic High School property and publlc right-of-way within the City of Rancho
Santa Margarita.

Potential Focused Municipal Service Review of Transfer of Water
and Sewer Systems for City of San Juan Capistrano

In the May 2015, arepresentative from the City Council of San Juan Capistrano informed
OC LAFCO that the City was interested in exploring the potential transfer of its water,
sewer and storm water infrastructure and service responsibilities to a successor agency.
The project was formally added to the Commission’s work plan on
October 14, 2015. During the fourth quarter, OC LAFCO staff met with
the City's management staff to review the status of the potential
project and discuss OC LAFCQO'’s role and processes. Additionally, OC
LAFCO staff continued to provide information and material to the
consultant hired by the City to determine the transfer options.

On April 5, 2016, the San Juan Capistrano City Council heard a presentation on the
consultant’s study and directed its staff to prepare an application to LAFCO for a
Focused Municipal Service Review to evaluate and compare the status quo and
alternative organizational options with other local public agencies. The Council also
directed staff to convene one or more workshops with the City's Utilities Commission and
the public to develop specific criteria to guide the City in its consideration of this potential
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change. On June 7, the Utilities Commission considered a series of draft
recommendations from a subcommittee of its members, detailing proposed criteria for
evaluating this potential change. At its meeting of July 19, the Utilities Commission
approved a revised version of the recommendations for submittal to the City Council.
The item is scheduled for consideration by the City Council at its meeting of August 2.

This potential project is expected to be complex, requiring significant staffing and,
potentially, consultant resources. Once an application and associated fees are received
from the City, staff will begin the MSR stakeholder process.

Potential Review of Mesa Water/Costa Mesa Sanitary District
Consolidation of Services

During the fourth quarter, OC LAFCO was informed of a potential project regarding
the governance structure for water, sewer and trash services currently being
provided by Mesa Water and the Costa Mesa Sanitary Districts. This potential
consolidation project would be complex, involving analysis and review of a number
of factors including the Optimal Governance Structure Study commissioned by Mesa
Water District.  Staff has met with multiple stakeholders regarding this potential
project, including Mesa WD and Costa Mesa SD to discuss LAFCO processes and fees
should an application be filed.

FOURTH QUARTER - ADMINISTRATIVE ACTIVITIES

Appointment of Commissioners

In the fourth quarter, the City Selection Committee reappointed Vice Chair Allan
Bernstein to the Regular City member seat and Commissioner Wendy Bucknam to the
Alternate City member seat.  These returning City members, together with returning
Special District member, Charley Wilson, took the oath of office for their new four-year
terms at the Commission meeting of July 13, 2016.
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FY2016170C LAFCOWork Plan andBudget

In May, the Commission approved the 2016-17 Work Plan, which was developed to
implement the project opportunities incorporated in the 2016 Strategic Plan. On June 8,
2016, the Commission adopted the final FY 2016-17 budget of $1,121,470, which reflects
the resources necessary to support the Commission’s operational expenditures and
accomplish the projects identified in the annual work plan. The Strategic Plan, Work Plan
and Budget are available on the OC LAFCO website.

The revenues for FY 2016-17 FY 201617 Revenues

include a total
apportionment of $1,019,400, Unreserved

' ) o i Interest
which is equally divided Equity, 8.8% 0.3%

amongst the County, cities
and special districts. For the
first time since 2008, the

apportionment for FY 2016-17 County, Cities &
. . . Special District
reflects an increase, which is ;
Apportionments
ten percent overall. The 90.9%

apportionment for the
County is  $339,800. The
apportionments for  the
individual cities and Total $1.121.470

independent special districts

are based on formulas adopted by the City Selection Committee and the Independent
Special District Selection Committee respectively. OC LAFCO operates on a fiscal year
basis and provides a comprehensive overview of the status of the budget revenues and
expenditures on a quarterly basis through the Comprehensive Quarterly Reports.
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FY 2016L7 Expenditures

m Salaries and Benefits

m Office and Operations

m Professional Services

Total $1,121,470

OC LAFCO Website Update

June 1 marked the launch of the new OC LAFCO website at oclafco.org. The website
redesign project, which began in January 2016, has successfully achieved its five main
objectives: to make the site user friendly; to
, I — = enhance security; to have it be easily
L ,‘ maintained and updated; to provide a
‘N\Numapal Séwmw\,s e fresh, modem,' new look; and to highlight
, the agency'’s signature programs of Shared
Services and Fiscal Trends Analysis. The
new website is accessible by mobile
devices as well as desktop and laptop
computers. Additionally, the features,
data and general information contained in
the website have been updated and enhanced. For example, there are new
demographical and fiscal details provided about the County’s unincorporated islands
as well as new annexation reports prepared by the Center for Demographic Research.

—< I

"?

Wé\é Applicati o!n.
Fé‘l‘ins and Di sclosn oS

CALAFCO Legislative Committee

The CALAFCO Legislative Committee ciuromn assocumonor

provides LAFCOs the ability to participate in = A= o CALAF ce
discussions that shape legislation of LAFCO
interest.  During the fourth quarter, the

CALAFCO Legislative Committee was actively engaged in discussions on proposed
legislation that would affect LAFCOs. CALAFCO worked closely with LAFCOs throughout

Sharing information and resources
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the State to propose amendments and voice concerns with the authors and sponsors of
various bills. During this quarter, the OC LAFCO Executive Officer and staff participated
on the Legislative Committee's conference calls, monthly Legislative Committee
meetings, provided feedback on legislation that affected LAFCOs, and provided
information to County agencies on legislation that is of LAFCO interest. For example, the
Legislative Committee was highly active in discussions with the author and sponsor of SB
1318, which proposed to address the existing disparities of local services within
disadvantaged unincorporated communities and LAFCO staff and Chair McGregor
reached out to Senator and former Commissioner Pat Bates to express LACO concerns
with the bil. CALAFCO'’s Legislative Committee composed and submitted a set of
amendments to the author and the sponsor of SB 1318, with the intent to clarify LAFCO's
role under the bill. After a review and discussion of the amendments, the author and
sponsor could not reach an agreement and the author opted to withdraw the bill.

The Legislature will return from summer recess on August 1, 2016 and both houses will
continue to review and consider pending bills before the August 31, 2016 deadline. The
OC LAFCO Legislative Quarterly Report, which provides additional information on SB 1318
and other 2016 legislation of LAFCO interest, will be presented to the Commission at the
August 10, 2016 meeting.

OCLAFCO MEETINGS ANDOUTREACH EFFORTS

Meetings and presentations conducted during the fourth quarter provided the
opportunity for staff to work with County, city, special district representatives and other
OC LAFCO stakeholders on key Commission events and projects.

MEETINGS & OUTREACH ERHGS
(Fourth Quarter FY 1516)

April Meetings

Executive Committee to discuss finalizing Work Plan

Human Resources Consultant to discuss EO Evaluation RuoiidyProcess
Commissioner Freshly to review April agenda

Mission Viejo City Council Presentatiam South County Governance
City of Irvine staff to discuss AB 239

City of La Habra and County staff to discuss island annexations
CALAFCO Legislative Committee

OCERS Annual Meeting

Orange County Council of Governments

Orange County.eadership Summit Planning Committee

City of San Juan to discuss LAFCO process for transfer of water/sewer service
CALAFCO Legislative Committee

Southern Region LAFCOs to review audit proposals
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Commissioner Freshley to discuss projects

Presentation toACCOC Legislative Committee

Orange County Council of Governments

Center for Demographic ReseargtiManagement Oversight Committee
Consultant to discuss South County Governance Wuap
Finalists interviews for audit proposals

OrangeCounty Leadership Summit Planning Committee
CALAFCO Legislative Committee

Leading Change Panel, CSU Fullerton Extension

Mesa Water District to discuss governance structure study
City of Newport Beach to discuss governance structure study
ISDO@uarterly Meeting

Orange County Council of Governments

FY 2015-16 BUDGET YEAR-END REPORT

The final quarter budget review provides the Commission with a comprehensive overview
of OC LAFCO revenues and expenditures for the 2015-16 fiscal year, as well as the details
from April 1, 2016 through June 30, 2016 (see page 10).' The total budget for FY 2015-16 is
$1,016,330. Additionally, this report provides an update on the bank account and
investment balances for the fourth quarter.

Revenues

The majority of OC LAFCO’s FY 2015-16 revenue is from the $926,682 collected in
apportionments from the funding agencies during the first quarter (July— September). In
addition to the apportionments, LAFCO also earns interest from its investment portfolio.
In the fourth quarter, OC LAFCO earned approximately $1,843 in interest.

Another source of OC LAFCO revenue includes application filing fees adopted by the
Commission in 2005. Filing fees are not used for budgeting purposes, but are shown in
the quarterly overview. This quarterly report includes a year-to-date accounting of
application expenses for FY 2015-16. As detailed in the Year End Overview on page 10,
the Commission collected $57,500 in application fees and deposits and expended
$77.011in FY 2015-16. It is important to note that the balance of the revenues to cover
those expenditures were collected as deposits in previous years. While the filing fees and
expenditures do not directly affect the approved budget, including this information

I All financial statements contained in the CQ report are on an accrual accounting basis.
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within the quarterly report is intended to inform the Commission of the cost recovery for
fee-related projects.

Expenditures

The total expenditures at the end of the fourth quarter are approximately 83 percent or
$841,288 of the total budget of $1,016,330. The following table shows the actual funds
used and the target levels for the 2015-16 fiscal year.

Total Funds Used by Quarter

1'Qtr.  29Qtr. 39Qtr. 4" Qtr.
Target 25% 50% 75% 100%
Actual 20% 39% 57% 83%

Although the agency’s total expenditures were well within the total budget, there
were some individual line items that exceeded the budgeted amounts. Staff and the
accountant are working with County staff to determine the reason for the overages
on the benefit and insurance related items. The technology, telephone, and office
equipment expenditures are related to costs associated with the transition to the new
office and the accounting overage is a result of the transition to a new accounting
firm.

Balances anthvestment Report

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

As 0f6/30/16 Balance

770-Payroll Account 103,468
Wells Fargo Checking 130,052
Wells Fargo Savings 210,476
Total $443,996

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:
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As 0f6/30//16 Balance

OC Fund 625,905
LAIF 763
Total $ 626,668

To date, OC LAFCO has earned approximately $6,602 in interest, which is approximately
228% of the projected interest earnings for fiscal year 2015-16.

Balance Sheet

The CQ report includes the fourth quarter balance sheet to provide a better
understanding of OC LAFCO's financial status. This financial document summarizes the
agency's assets and liabilities as of June 30, 2016.
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY

Revenue
Transfer In from Unreserved Equity
4000 - LAFCO Apportionment
4050 - Filing Fees
4150 - Misc Revenue
4200 - Interest & Dividends

Total Revenue

Expenditures

5000 - Salaries

5010 - Hourly Employees

5100 - Benefits & Insurance
5102 - Optional Benefit Plan
5104 - Deferred Compensation
5106 - Retirement Benefits
5108 - Health Care Insurance
5109 - Retiree Health Benefits
5110 - Dental Insurance
5112 - Life Insurance
5114 - Workers Compensation
5116 - Medicare
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
5451 - Application Expenses
5500 - Professional Services
5510 - Legal
5520 - Accounting/Audit
5530 - Human Resources
5535 - Mapping/Archiving
5540 - Other Professional Services
Total 5500 - Professional Services

5550 - Investment Admin Fees
5560 - Banking Fees
5575 - CEQA Filings
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
5998 - Refund of Deposits
Total Expenditures
Total Net Income (Loss)

Year End Overview?

July 1, 2015 - June 30, 2016

1st Qtr. 2nd Qtr. 3rd Qtr. 4th Qtr. 4th Qtr. YTD YTD TOTAL Funds Used Funds
FY 15/16 Variance
General General General  General Fund General Amended
Fund Fund Fund Apr - June Filing Fees Fund Filing Fees Budget (%)
(5)
Revenues
(Under)/Over
budget
S - S - S = $ C 5 3 $ - S - $ 86,730 00% $ (86,730)
926,682 - - - - 926,682 - 926,700 100.0% (18)
- - - - 7,500 - 57,500 - N/A N/A
358 - 109 - - 467 - - N/A 467
1,497 4,511 1,751 1,843 - 6,602 - 2,900 227.7% 3,702
$ 928538 S 1,511 $ 1860 S 1,843 S 7,500 $ 933,751 $ 57,500 $ 1,016,330 91.9% $ (82,579)
Expense
{Under)/Over
S 80518 S 26401 S 82567 S 87,870 S 4,846 S 277356 S 53,640 $ 363,700 91.0% (32,703)
- - 1,328 2,658 - 3,985 - 8,200 48.6% (4,215)
- - 14,417 2,625 - 17,042 - 18,500 92.1% (1,458)
881 1,082 928 1,160 - 4,051 - 5,700 71.1% (1,649)
22,713 27,758 28,889 45,481 - 124,841 - 116,100 107.5% 8,741
10,985 11,907 10,205 16,519 - 49,617 - 47,600 104.2% 2,017
2,369 2,378 2,671 4,779 - 12,196 - 11,600 105.1% 596
949 914 861 1,615 - 4,338 - 4,900 88.5% (562)
95 80 88 162 - 426 - 500 85.1% (74)
- - - 2,237 - 2,237 - 2,400 93.2% (163)
964 963 1,311 1,783 - 5,021 - 5,300 94.7% (279)
226 238 268 403 - 1,136 - 1,200 94.7% (64)
19 18 18 33 - 88 - 100 87.9% (12)
1,800 1,800 1,800 1,800 - 7,200 - 7,_200 100.0% -
41,002 47,138 61,456 78,595 - 228,192 - 221,100 103.2% 7,092
3,750 10,702 1,936 10,930 - 27,319 - 27,300 100.1% 19
3,004 3,263 3,359 3,191 - 12,817 - 11,000 116.5% 1,817
489 84 251 1,366 - 2,191 - 5,600 39.1% (3,409)
4,092 3,504 5,482 1,766 - 14,845 - 15,400 96.4% (555)
- - - - - - - 500 0.0% (500)
5,785 6,000 7,291 8,629 - 27,704 - 29,000 95.5% (1,296)
543 1,742 5,136 17,505 - 24,925 - 25,300 98.5% (375)
- - - - 2,829 - 13,494 - N/A N/A
12,888 8,557 7,619 6,881 - 35,945 - 51,100 70.3% (15,155)
16,075 5,372 11,520 9,904 - 42,871 - 42,000 102.1% 871
< 1,668 3,225 - - 4,893 - 5,000 97.9% (108)
- - 2,652 884 - 3,536 - 8,200 43.1% (4,664)
5,547 11,149 6,341 5,280 - 28,317 - 65,000 43.6% (36,683)
34,510 26,746 31,357 22,948 - 115,561 - 171,300 67.5% (55,739)
169 164 130 135 - 599 - 630 95.0% (31)
57 108 54 54 - 273 - 900 30.4% (627)
- - - - 2,260 - 2,260 - N/A N/A
- 330 - 1,351 5,466 1,681 5,466 10,200 16.5% (3,053)
72 316 12 59 - 459 - 2,800 16.4% (2,341)
10,811 16,058 17,193 17,104 - 61,166 - 65,500 93.4% (4,334)
1,353 1,430 1,783 1,381 - 5,947 - 5,500 108.1% 447
966 694 1,715 1,704 - 5,079 - 8,200 61.9% (3,121)
3,308 3,557 2,787 3,557 - 13,208 - 15,800 83.6% (2,592)
- 75 165 630 - 870 - 3,600 24.2% (2,730)
10,520 939 1,711 2,552 - 15,723 - 23,400 67.2% (7,677)
- 454 936 - - 1,390 - 1,400 99.3% (10)
- - - - 127 - 2,150 . N/A N/A
200,950 149,705 226,649 263,985 15,528 841,288 77,011 $ 1,016,330 82.8% $ (98,031)
727,588 (148,194) S (224,789) § (262,141) $  (8,028) S 92,463 §  (19,511) 5

2 The figures in this chart are unaudited and subject to change
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY

BALANCE SHEET
June 30, 2016

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
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

LIABILITIES & EQUITY
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103,467.57
130,051.68
210,475.81
625,905.07

763.28

1,070.663.41

1,070,663.41

534.35
17.618.54
19,270.55

0.10

37,423.54

37,423.54

1,108,086.95

120,528 .45
6,081.66

126,610.11

126.610.11

- ]
1,234,697.06
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LOCAL AGENCY FORMATION COMMISSION ORANGE COUNTY
BALANCE SHEET
June 30, 2016

Liabilities
Current Liabilities
Accounts Payable
Accounts Payable

2000 - Accounts Payable 10,866.52
Total Accounts Payable 10,866.52
Total Accounts Payable 10,866.52

Other Current Liabilities
Current Liabilities

2050 - Salaries Payable - OC (9050) 37,377.87

Total Current Liabilities 37,377.87

Total Other Current Liabilities 37,377.87

Total Current Liabilities m

Total Liabilities 48,244 39

Equity

3000 - Unrestricted Net Assets 642,663.66
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 25,292 .39

Total 3050 - Restricted Net Assets 230,292.39

3900 - Retained Earnings 240,544 52

Net Income 72,952.10

Total Equity 1,186,452 .67

TOTAL LIABILITIES & EQUITY 1,234,697.06
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