AGENDA
ITEM
NO. 10.b

LAFCO of Monterey County

LOCAL AGENCY FORMATION COMMISSION

P.0O. Box 1369 132 W, Gabilan Street, Suite 102
Salinas, CA 93502 Salinas, CA 93901
Telephone {831) 754-5838 Fax (831) 754-5831

www.monterey.lafco.ca.gov

Kate McKenna, AICP
Executive Officer

DATE: April 25, 2011

TO: Chair and Members of the Formation Commission
FROM: Kate McKenna, AICP, Executive Officer

SUBJECT: PRQOPOSED BUDGET FOR FISCAL YEAR 2011-2012 .

SUMMARY OF RECOMMENDATIONS:

The Budget and Finance Committee recommends the following actions:
1. Review the Executive Officer’s report;
2. Open and close the public hearing; .
3. Adopt a proposed budget for Fiscal Year 2011-2012 (Attachment 1);

4. Direct the Executive Officer to distribute the adopted proposed budget to the County,
cities and independent special districts for review and comments, and

5. Direct the Executive Officer to schedule a public hearing on May 23, 2011 to consider
adoption of a final budget for Fiscal Year 2011-2012, including a determination that the
Commission can accomplish its work with a budget that is less than the previous year.



EXECUTIVE OFFICER’S REPORT:

Introduction

The attached budget proposal (Attachment 1) was prepared under the direction of the LAFCO
Budget and Finance Committee at a meeting on March 14. The Committee consists of
Commissioners Simdn Salinas (Chair), Bruce Delgado, and Graig Stephens. The proposed total
budget is $667,538.

LAFCO of Monterey County has worked responsibly to control and reduce its costs in light of
the financial stress facing the local agencies that fund LAFCO. During the past two years,
overall costs were cut by 18 percent. The proposed budget continues this downward trend
with an additional four percent (4.10%) reduction in total costs as compared to the current
year adopted budget, while maintaining the essential services provided by LAFCO.

At this time, many local agencies are preparing for growth and other boundary or service
changes, and are involving LAFCO in those early planning processes. The list of anticipated
applications to LAFCO is larger than we have seen in 10 years (See Agenda Item 10.a, Annual
Work Program). Most applications are in preliminary stages of discussion or preparation and
all are waiting for the right timing and opportunity. It is fair to state that LAFCO has become an
increasingly visible and important decision point in the planning process. Among its other
purposes, LAFCO is responsible for providing critical reviews of applications and proposals,
preparing updates to Spheres of influence, and performing Municipal Service Reviews. These
documents have value to our local entities that are using them as part of their own decision
making for General Plans, Strategic Plans, Capital Improvement Plans and environmental
processes. The new requirement for metropolitan planning agencies to review Spheres of
Influence and Municipal Service Reviews in preparing sustainable communities strategies is an
example of value provided at the regional level.

LAFCO of Monterey County is also dealing with the impacts of unprecedented and permanent
fiscal stress on local agencies. Local interest in consolidations, mergers, dissolutions, and other
formal rearganizations is high. Local interest in collaborative sharing of services and facilities is
also high. Increasingly, LAFCO is turned to as a resource to help identify creative solutions for
efficient delivery of services. The potential realignment of more services from the State to local
agencies will provide additional opportunities to carefully look at local service delivery.

We are in the midst of a new norm for local agencies and LAFCO. In addition to current and
proposed cost controls and reductions summarized in this report, innovative steps are being
taken to ensure that LAFCO can accomplish its essential regulatory responsibilities and
legislative purposes in the most efficient, effective manner. One of these steps is the
development of a three-year financial forecast to anticipate and manage LAFCO’s costs and
revenue. A draft three-year forecast was presented for discussion with the Budget and Finance
Committee in March,



Expenses

A variety of strategies have been employed in recent years to reduce costs, from decreasing
staffing levels, to eliminating the use of professional consultants for annual work program
tasks; eliminating temporary clerical services {except during the unpaid medical leave of the
Administrative Secretary); renegotiating all contracts for services (e.g., legal, accounting, audit,
mapping/GlS, office rent); implementing a more streamlined (and effective} Municipal Service
Review and Sphere of Influence update program that’s now done in-house; freezing all salaries
and benefits with no COLAs or merit increases since 2008; underfunding or not funding some
benefits; cutting funding from staff/Commissioner training and other services and supplies, and
underfunding budget reserves.

Proposed overall budget expenditures for FY 2011-12 (5667,538) are a 4.1% reduction from the
FY 2010-2011 adopted budget {$696,096). Proposed Salaries and Benefits will remain frozen at
or below 2008 levels, with no COLAs or merit increases since that time, Proposed Services and
Supplies will decrease by 11.46% compared to the current year budget. The overall proposed
reduction in expenditures for FY 2011-12 (4.1%) follows a 6% reduction in the FY 2010-2011
budget as compared to FY 2009-2010, and a 12% reduction in the FY 2009-2010 budget as
compared to FY 2008-2009, for an overall cost reduction of 22% in three years. This record
demonstrates a commitment to cut costs and maintain the essential services provided to our
local agencies. '

Revenue

Proposed total revenue for FY 2011-2012 is $667,538, as compared to $696,096 in the adopted
budget for the current fiscal year. The primary revenue source is contributions from the
County, cities and independent special districts. The share for each of the three groups would
be $218,346. This is 4.1% lower than each group’s share in the current Fiscal Year ($227,699).
Minor revenue sources are project fees and interest. Preliminary cost-share estimates have
been provided to the County and each Special District. Accurate cost-share estimates are not
yet available for individual cities. Discussion is underway with the Monterey Peninsula Water
~ Management District regarding participation in the district cost-share formula, pursuant to a
recent conclusion that the MPWMD is subject to the jurisdiction of LAFCO.

Coordination with Annual Work Program and Findings for a Reduced Budget

By law, the budget cannot be less than the previous fiscal year unless the Commission
determines that it can still accomplish its work. A proposed work program for Fiscal Year 2011-
2012 has been prepared (see separate Agenda Item No, 10.a). The Commission will be able to
make the necessary findings for a reduced budget. Language will be included in the resolution
for the final budget. The Commission also made this finding for the current year adopted
budget.



Public Hearing Schedule and Review by Local Agencies

The law requires adoption of a proposed budget by May 1, followed by transmittal of the
adopted proposed budget to affected parties for review and comment, prior to adoption of a
final budget by June 15. The final budget must also be transmitted to affected parties,
including the County Auditor-Controller. The County Auditor-Controller will determine the
actual cost share for each local agency, and issue invoices on or about July 1. Collection of local
agency contributions will be in accordance with a 2009 Commission policy.

Notice of the April 25 hearing on the proposed budget was advertised in local newspapers.
Electronic copies of this report and the agenda were sent to the County, cities and districts.
Following adoption, the proposed budget will be transmitted to affected agencies for review
and comment, including any changes that may be made by the Commission on April 25.

Any comments received will be forwarded to the Commission for consideration at a public
hearing on May 23. At that time, the Commission will consider the adoption of a final budget.
Notice of the May 23 hearing will be provided to affected parties and advertised in local
newspapers. Following adoption, the final budget and cost-share estimates will be transmitted
to all local agencies.

ALTERNATIVE ACTIONS:

The Commission may modify the recommended budget and schedule or provide other direction
to the Executive Officer.

Respectfully Submitted,

Kbl Metlpna

Kate McKenna, AICP
LAFCO Executive Officer

Attachments:
1. Proposed Budget for Fiscal Year 2011-2012
2, Preliminary Cost Allocation Estimates for Independent Special Districts (Information
Only)

cC: County, Cities, and District Managers
County Auditor-Controller’s Office



ATTACHMENT 1

PROPOSED BUDGET
FOR FISCAL YEAR 2011-2012
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ATTACHMENT 2

COST ALLOCATION ESTIMATES
FOR INDEPENDENT SPECIAL DISTRICTS
(INFORMATION ONLY)



Monterary County Independent Speclal Districts
LAFCO Cost Allocation Formula: Proportionatie Percentages
Preliminary Cost-Share Estimates for FY 2011 - 2012

Data Source: March 2008 State Controller's Special Districts Annual Report Using Fiscal Year 2005-06 Revenue. 2004-05 Revenue Data is
used for King City Cemetery District. )
Note: Administrative practice is 1o update the revenue data every five years.The next update is Scheduled for Fiscal Year 2013-14.
Excluded
Ravenue Non-Enterptise Percent Cost E_ntergrise Peroent Cost Total LAFCO Cost| _Percent
AIRPORTS
Monterey Peninsula Alrport District 4,485,281 $6,772,269 6.01%| $13,126 $13,128 8.01%
CEMETERIES {
Castroville Cemetery 359 133,522 0.12% 259 259 0.12%
Cholame Cemetary District 0 10 0.00% i} 1] 0.00%
Gonzalas Cemetery District 166 69,872 0.06% 135 135 0.06%
Greenfield Cematery Disfrict 181 63,870 0.06% 124 124 0.08%
King City Cemetary District 7 177,377 0.16% 344 344 0.16%
San Ardo Cemetery District 28 8,941 0.01% 19 19 0.01%
San Lucas Cemetery District 55 13,506 0.01% 28 28 0.01%
Seledad Cemetary District 814 102,172 0.08% 198 198 0.09%
I [
COMMUNITY SERVICES DISTRICTS :
Castroville CSD 20,319 1,020,668] 0.91% 1,078 1,978 0.01%,
PajaroiSunny Mesa C5D £3 68,064 0.06% 132 760,498 0.68% 1,491 1,623 0.74%)
Pebble Beach CSD 51,156 7,055,861  6.26% 13,675 2,068074]  2.64% 5,754 19,430 8.00%
Santa Lucia C8D Q 2,384,645 212% 4,622 1,853,720 1.65% 3,593 8,215 3.76%
Spreckels CSD 147 102,329 0.09% 198 188 0.00%,
Ogean View Plaza CSD
FIREDISTRICTS |
Aromas Tri-County FPD 9,058 1,177,946 1.06% 2,283 2,283 1.05%|
Cachagua FPD__ | 65,604 69,400]  0.06% 135 135 0.08%
Carmal Highlands FED 9,673 1,846,740 1.64% 3,579 3,579 1.84%)
Carmel Valley FPD 424,253 3,622,483 313% 6,827 6,827 313%
Cypress FPD 18,185 3,036,523 3.23% 7,046 7,046 3.23%)
Ganzales Rural FPD 30,658 91,247 0,08% 177 177 0.08%
Greenfield FPD 30,823 504,044 0.45% a77 977 0.45%
Mission-Soledad FPD 554 160,968 0.14% 312 312 0.44%
North County FPD_ | 397,123 4,971,927 4.41% 9,636 9,636 4M%
Manterey County Reglonal FPD 425,364 5,627,929 5.00% 10,908 10,908 5.00%
South Monteray County FPD §78 346,748 0.31% 670 670 0.3%
I [
HARBOR DISTRICTS
Moss Landing Harbor District 4,317 2,500,387 2.22% 4,846 4,846 2.22%
[
HEALTH CARE DISTRICTS
Salinas Valley Memorial Healthcare System Ses end of worksheet for adjustment of disproportionate impact above 25%
Soledad Communlity Health Care 34,800 0.03% 67 67 0.03%
|
MEMORIAL DISTRICTS
Greenfleld Memorial District 531 145,938 0.13% 283 283 0.13%
Sprackels Memorial District 652 188,125 0.17% 365 368 0.47%
MOSQUITO ABATEMENT DISTRICTS
No. Salirias Valley Mosqulto Abatemt. 5,845 1,227,303 1.09% 2,379 2,379 1.08%
[ .
RECREATION & PARK DISTRICTS -
Carmel Valley Recreation & Park 4] 70,825 0.06% 137 - 137 0.06%
North Gounty Park & Recreation District 180,672 475,752 0.42% 922 922 0.42%
Greenfield Public Recreation District - 663 133816 012% 260 _ 260 0.12%
Monterey Peninsula Regional Park 1,564,229 3,300,441  301% g1 8,571 3.01%
Soledad-Mission Recreation Distrigt 23,264 332,128 0.20% 644 B4 0.29%
RESOURCE CONSERVATION .
Resourca Conservation Dist of Montaray, 685,727 21,554 0.02% 42 42 0.02%
SOLID WASTE DISPOSAL
Monterey Ragional Waste Mgt. Distrlat 0 17,319,711]  15.37% 33,568 33,568  1s5.1%
I I
WASTEWATER/SANITARY
Carmel Aréa Wastewater District 8,888 5,805,747 5.15% 11,252 11,252 5.15%
WATERDISTRICTS| - ~ B
Marlna Coast Water District {County WD) 676,213 7111844 631% 13,784 13,784 6.31%
San Ardo Water District (Calif. WD) 0 85,254  0.08%| 165 185  0.08%
San Lucas County Water District 554,208 129,137 0.11% 250 2m0| ot
TOTALS: 9,602,661 | $38.121,228] 33.84% $73.884| $46,372,008] 41.18% $89.875 §163.760 75.00%}
[ Subtotal Oparating Revenue: §84 493 235 75.00%
DISPROPORTIONATE IMPACT MITIGATION
Salinas Valley Memorlal Hosplla! - Allocation Based on Tolal Reverive | | 206,445,607 77.76% 169,789 169,789 77.76%
Salinas Vialley Memorial Hospilal - Ad|usted. at a fixed percentage of total speclal districts LAFCO cost: 54,587 25.00%
- | Total Cost | | . ~ I $218,348| 100.00%
I I I | |
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