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AGENDA
Wednesday, March 27, 2019
6:00 P.M.
Joint Chambers—Basement Level
1010 10* Street, Modesto, California 95354

The Stanislaus Local Agency Formation Commission welcomes you to its meetings. As a courtesy, please silence your
cell phones during the meeting. If you want to submit documents at this meeting, please bring 15 copies for distribution.
Agendas and staff reports are available on our website at least 72 hours before each meeting. Materials related to an
item on this Agenda, submitted to the Commission or prepared after distribution of the agenda packet, will be available
for public inspection in the LAFCO Office at 1010 10™ Street, 3™ Floor, Modesto, during normal business hours.

1.

CALL TO ORDER

A. Pledge of Allegiance to the Flag.

B. Introduction of Commissioners and Staff.

PUBLIC COMMENT PERIOD
This is the period in which persons may speak on items that are not listed on the regular agenda. All persons
wishing to speak during this public comment portion of the meeting are asked to fill out a “Speaker’s Card” and

provide it to the Commission Clerk. Each speaker will be limited to a three-minute presentation. No action will
be taken by the Commission as a result of any item presented during the public comment period.

APPROVAL OF MINUTES
A. Minutes of the January 23, 2019 Meeting.

CORRESPONDENCE

No correspondence addressed to the Commission, individual Commissioners or staff will be accepted and/or
considered unless it has been signed by the author, or sufficiently identifies the person or persons responsible
for its creation and submittal.

A. Specific Correspondence.
B. Informational Correspondence.
1. Letter from CALAFCO regarding Membership Dues for 2019-2020, dated

March 6, 2019.

2. Memo regarding Availability of Support Documentation for Upcoming
Application: Whitmore Ranch Reorganization to the City of Ceres.
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C.

“In the News.”

DECLARATION OF CONFLICTS AND DISQUALIFICATIONS

CONSENT ITEMS

The following consent items are expected to be routine and non-controversial and will be acted upon by the
Commission at one time without discussion, unless a request has been received prior to the discussion of the

matter.

A.

LAFCO APPLICATION NO. 2019-05 & SOI AMENDMENT 2019-04 - FAIRWAY 7
ESTATES CHANGE OF ORGANIZATION TO COUNTY SERVICE AREA 18
(ATLAS PARK) - The Commission will consider a request to modify the sphere of
influence and annex approximately 8.44 acres to County Service Area 18 (Atlas
Park). The annexation will serve a proposed residential subdivision with extended
county services, including CSA administration, storm drainage, and maintenance of
streetscape, sidewalks, chain-link fencing and a masonry wall. Pursuant to the
California Environmental Quality Act (CEQA), the Commission, as a Responsible
Agency, will also review and consider the Negative Declaration prepared by
Stanislaus County, as Lead Agency APN: 064-016-004. (Staff Recommendation:
Approve the proposal and adopt Resolution No. 2019-06.)

LAFCO APPLICATION NO. 2019-01 - LINDE CHANGE OF ORGANIZATION TO
THE KEYES COMMUNITY SERVICES DISTRICT - The Commission will consider a
Request to annex a 5.2-acre parcel to the Keyes Community Services District (CSD)
for water service for a liquid carbon dioxide (COZ2) purification and liquefication plant.
Pursuant to the California Environmental Quality Act (CEQA), the Commission, as a
Responsible Agency, will also review and consider the Mitigated Negative
Declaration prepared by Stanislaus County, as Lead Agency. APN: 045-026-043.
(Staff Recommendation: Approve the proposal and adopt Resolution No. 2019-04.)

BIENNIAL AUDIT FOR FISCAL YEARS 2016-2017 AND 2017-2018 -
(Staff Recommendation: Accept and File Audit Report.)

PUBLIC HEARING

Any member of the public may address the Commission with respect to a scheduled public hearing item.
Comments should be limited to no more than three (3) minutes, unless additional time is permitted by the Chair.
All persons wishing to speak during this public hearing portion of the meeting are asked to fill out a “Speaker’s
Card” and provide it to the Commission Clerk prior to speaking.

A.

PROPOSED AMENDMENT TO COMMISSION POLICY 22- AGRICULTURAL
PRESERVATION POLICY - The Commission will consider an amendment to its
existing Agricultural Preservation Policy (Policy 22 of the Commission’s Policies
and Procedures) regarding the timing of in-lieu fee collection if being used as an
agricultural preservation strategy. This item is exempt from the California
Environmental Quality Act (CEQA) review pursuant to Regulation 815061(b)(3)
of the State Guidelines. (Staff Recommendation: Adopt Resolution No. 2019-
05, approving the amendment.)
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8.

10.

11.

12.

27,2019

OTHER BUSINESS

A. TERMINIATION OF DISSOLUTION PROCEEDINGS FOR RECLAMATION
DISTRICT NUMBERS 1602, 2031, AND 2101 — (Staff Recommendation: Adopt
Resolution No. 2019-07, terminating dissolution proceedings.)

COMMISSIONER COMMENTS

Commission Members may provide comments regarding LAFCO matters.
ADDITIONAL MATTERS AT THE DISCRETION OF THE CHAIRPERSON
The Commission Chair may announce additional matters regarding LAFCO matters.

EXECUTIVE OFFICER'S REPORT

The Commission will receive a verbal report from the Executive Officer regarding current staff activities.

A. On the Horizon.
ADJOURNMENT
A. Set the next meeting date of the Commission for April 24, 2019.

B. Adjournment.
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LAFCO Disclosure Requirements

Disclosure of Campaign Contributions: If you wish to participate in a LAFCO proceeding, you are prohibited from making a
campaign contribution of more than $250 to any commissioner or alternate. This prohibition begins on the date you begin to actively
support or oppose an application before LAFCO and continues until three months after a final decision is rendered by LAFCO. No
commissioner or alternate may solicit or accept a campaign contribution of more than $250 from you or your agent during this period if
the commissioner or alternate knows, or has reason to know, that you will participate in the proceedings. If you or your agent have
made a contribution of more than $250 to any commissioner or alternate during the twelve (12) months preceding the decision, that
commissioner or alternate must disqualify himself or herself from the decision. However, disqualification is not required if the
commissioner or alternate returns the campaign contribution within thirty (30) days of learning both about the contribution and the fact
that you are a participant in the proceedings.

Lobbying Disclosure: Any person or group lobbying the Commission or the Executive Officer in regard to an application before
LAFCO must file a declaration prior to the hearing on the LAFCO application or at the time of the hearing if that is the initial contact.
Any lobbyist speaking at the LAFCO hearing must so identify themselves as lobbyists and identify on the record the name of the person
or entity making payment to them.

Disclosure of Political Expenditures and Contributions Regarding LAFCO Proceedings: If the proponents or opponents of a
LAFCO proposal spend $1,000 with respect to that proposal, they must report their contributions of $100 or more and all of their
expenditures under the rules of the Political Reform Act for local initiative measures to the LAFCO Office.

LAFCO Action in Court: All persons are invited to testify and submit written comments to the Commission. If you challenge a LAFCO
action in court, you may be limited to issues raised at the public hearing or submitted as written comments prior to the close of the
public hearing. All written materials received by staff 24 hours before the hearing will be distributed to the Commission.

Reasonable Accommodations: In compliance with the Americans with Disabilities Act, hearing devices are available for public use. If
hearing devices are needed, please contact the LAFCO Clerk at 525-7660. Notification 24 hours prior to the meeting will enable the
Clerk to make arrangements.

Alternative Formats: If requested, the agenda will be made available in alternative formats to persons with a disability, as required by
Section 202 of the Americans with Disabilities Act of 1990 (42 USC 12132) and the Federal rules and regulations adopted in
implementation thereof.

Notice Regarding Non-English Speakers: Pursuant to California Constitution Article Ill, Section 1V, establishing English as the
official language for the State of California, and in accordance with California Code of Civil Procedure Section 185 which requires
proceedings before any State Court to be in English, notice is hereby given that all proceedings before the Local Agency Formation
Commission shall be in English and anyone wishing to address the Commission is required to have a translator present who will take
an oath to make an accurate translation from any language not English into the English language.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION

MINUTES
January 23, 2019

CALL TO ORDER

Chair Withrow called the meeting to order at 6:00 p.m.

A. Pledge of Allegiance to Flag. Vice-Chair Van Winkle led in the pledge of allegiance
to the flag.
B. Introduction of Commissioners and Staff. Vice-Chair Van Winkle led in the

introduction of the Commissioners and Staff.

Commissioners Present:; Michael Van Winkle, Vice Chair, City Member
Jim DeMartini, County Member
Brad Hawn, Alternate Public Member
Vito Chiesa, Alternate County Member
Richard O'Brien, Alternate City Member

Staff Present: Sara Lytle-Pinhey, Executive Officer
Javier Camarena, Assistant Executive Officer
Jennifer Goss, Commission Clerk
Robert J. Taro, LAFCO Counsel

Commissioners Absent: Terry Withrow, Chair, County Member

Amy Bublak, City Member
Bill Berryhill, Public Member

2. PUBLIC COMMENT
None.
3. APPROVAL OF MINUTES
A. Minutes of the December 4, 2018 Meeting.
Motion by Commissioner Hawn, seconded by Commissioner O'Brien and carried

with a 5-0 vote to approve the Minutes of the December 4, 2018 meeting by the
following vote:

Ayes: Commissioners: Chiesa, DeMartini, Hawn, O’Brien and Van Winkle
Noes: Commissioners: None

Ineligible: Commissioners: None

Absent: Commissioners: Berryhill, Bublak and Withrow

Abstention: Commissioners: None


gossj
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7.

CORRESPONDENCE
A. Specific Correspondence.

None.

B. Informational Correspondence.

1. CALAFCO Quarterly — December 2018.

2. Letter dated January 22, 2019 to the City of Patterson Planner from LAFCO
regarding the Notice of Preparation of an Environmental Impact Report for
the Zacharias Master Plan.

C. “In the News”
DECLARATION OF CONFLICTS AND DISQUALIFICATIONS

None.

CONSENT ITEMS

A.

MID-YEAR BUDGET REPORT FOR FISCAL YEAR 2018-2019. (Staff
Recommendation: Receive and File Report.)

Motion by Commissioner Chiesa, seconded by Commissioner Hawn, and carried
with a 5-0 vote to receive and file the report, by the following vote:

Ayes: Commissioners: Chiesa, DeMatrtini, Hawn, O’'Brien and Van Winkle
Noes: Commissioners: None

Ineligible: Commissioners: None

Absent: Commissioners: Berryhill, Bublak and Withrow

Abstention: Commissioners: None

PUBLIC HEARING

A.

LAFCO APPLICATION NO. 2018-08 AND SOI NO. 18-08 — KEYES 19 NORTH &
SOUTH REORGANIZATION TO THE KEYES COMMUNITY SERVICES DISTRICT
(CSD) AND COUNTY SERVICE AREA (CSA) 26. The Commission will consider a
request annex two residential subdivisions totaling 19 acres to the Keyes CSD for
water and sewer services and CSA 26 for storm drainage, park facilities, a block wall
and landscaping. The CSA 26 annexation will include a sphere of influence
amendment. APNs: 045-021-003, 023, 024, 045-071-005 and a portion of 045-021-
008 for the CSD and the entire parcel for the CSA 26. The Commission will consider
the mitigated negative declaration prepared by the County pursuant to CEQA (Staff
Recommendation: Adopt Resolution No. 2019-03, approving the proposal.)

Javier Camarena, Assistant Executive Officer, presented the item with a
recommendation of approval.

Vice-Chair Van Winkle opened the Public Hearing at 6:13 p.m.
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8.

No one spoke.
Vice-Chair Van Winkle closed the Public Hearing at 6:13 p.m.
Motion by Commissioner O'Brien, seconded by Commissioner Chiesa, and carried

with a 5-0 vote to approve the proposal and adopt Resolution No. 2019-03, by the
following vote:

Ayes: Commissioners: Chiesa, DeMartini, Hawn, O’Brien and Van Winkle
Noes: Commissioners: None

Ineligible: Commissioners: None

Absent: Commissioners: Berryhill, Bublak and Withrow

Abstention: Commissioners: None

OTHER BUSINESS

A.

INITIATION OF DISSOLUTION PROCEEDINGS FOR INACTIVE RECLAMATION
DISTRICTS NUMBERS 1602, 2031, AND 2101. (Staff Recommendation: Adopt
Resolution No. 2019-02 initiating dissolution proceedings for the inactive
Reclamation Districts.)

Motion by Commissioner Chiesa, seconded by Commissioner Hawn, and carried
with a 5-0 vote to adopt Resolution No. 2019-02, by the following vote:

Ayes: Commissioners: Chiesa, DeMatrtini, Hawn, O’'Brien and Van Winkle
Noes: Commissioners: None

Ineligible: Commissioners: None

Absent: Commissioners: Berryhill, Bublak and Withrow

Abstention: Commissioners: None

ANNUAL ELECTION OF OFFICERS. (Staff Recommendation: Appoint a
Chairperson and Vice-Chairperson and adopt Resolution No. 2019-01a and 2019-
01b.)

Vice-Chair Van Winkle asked for nominations for Chairperson and Vice-Chairperson.

Motion by Commissioner Chiesa, seconded by Commissioner O'Brien and carried
with a 5-0 vote to approve Resolution No. 2019-01a to elect Commissioner Van
Winkle as Chairperson by the following vote:

Ayes: Commissioners: Chiesa, DeMartini, Hawn, O’Brien and Van Winkle
Noes: Commissioners: None

Ineligible: Commissioners: None

Absent: Commissioners: Berryhill, Bublak and Withrow

Abstention: Commissioners: None

Motion by Commissioner Chiesa, seconded by Commissioner O’Brien and carried
with a 5-0 vote to approve Resolution No. 2019-01b to elect Commissioner DeMartini
as Vice-Chairperson by the following vote:

Ayes: Commissioners: Chiesa, DeMatrtini, Hawn, O’Brien and Van Winkle
Noes: Commissioners: None
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10.

11.

12.

Ineligible: Commissioners: None
Absent: Commissioners: Berryhill, Bublak and Withrow
Abstention:  Commissioners: None

COMMISSIONER COMMENTS

Commissioner DeMartini commented that he would like to hear an update on the Modesto
Mobile Home Park Annexation. Commissioner Chiesa commented on the Monterey Park
Tract and City of Ceres water extension.

ADDITIONAL MATTERS AT THE DISCRETION OF THE CHAIRPERSON

None.

EXECUTIVE OFFICER’S REPORT

A.

On the Horizon. The Executive Officer informed the Commission of the following:

Following up from the December meeting, the Commission had approved an
extension of sewer service to a Modesto Mobile Home Park conditioned
upon the owner submitting an application for annexation to the City of
Modesto. That application has been submitted, along with fees to the City.

Staff conducted preliminary outreach to the California Farmland Trust
regarding the request for a technical amendment to LAFCQO’s Agricultural
Preservation Policy regarding in lieu fee timing. Staff will be sending out a
formal referral and notice of public hearing soon.

Stalff is currently coordinating with the California Special Districts Association
and the County to bring some free governance training for the special
districts. Its is tentatively scheduled for June.

Upcoming items include an annexation application from the Eastside Water
District and Keyes Community Services District. Staff is also expecting to
receive an application for the Whitmore Rach annexation to the City of Ceres
this week.

Staff is recommending cancellation of the February meeting. Staff is working
on items for March.

ADJOURNMENT

A.

Vice-Chair Van Winkle adjourned the meeting at 6:23 p.m.

Sara Lytle-Pinhey, Executive Officer



CALIFORNIA ASSOCIATION OF
LocAL AGENCY FORMATION COMMISSIONS

March 6, 2019
TO: Member LAFCos
Dear Member LAFCos:

Over the last several years the CALAFCO Board of Directors has continued to develop member services to meet the changing
needs of LAFCo commissioners, staff and stakeholders. Over its 48-year existence, CALAFCO has matured from a volunteer
organization to a professional educational organization.

At the CALAFCO Annual Meeting in Yosemite last fall, the Board explained that additional revenues must be raised to close the
ongoing structural deficit, which the association has operated with since its inception. As many of you heard, CALAFCO has
had an unhealthy reliance on Conference revenue to balance the budget which is not a sound fiscal practice. Approximately
$69,000 in additional revenue is needed next fiscal year just to close the structural deficit. Failing to close this deficit
jeopardizes CALAFCO’s ability to maintain the existing level of services provided.

During the regional roundtables at the 2018 Conference, members provided the Board valuable feedback about the structural
deficit and the dues structure. At the Board’s recent strategic planning workshop and meeting, they deliberated at length about
these two matters. It is clear the current dues structure no longer reflects the diversity of our membership and our structural
deficit continues to grow as core revenue does not meet operational expenses.

During the recent Board strategic planning workshop, the Board-appointed ad hoc financial committee (who have been
meeting for more than a year) presented the Board several options to close the deficit and offered a recommendation. After
long (almost half-day) discussion, followed by another round of discussions at the Board meeting the next day, the Board made
two critical decisions.

The first decision is a short-term action strategy to close the structural deficit. The Board unanimously approved a one-time
cost sharing option to close the structural deficit. This option will take effect FY 2019-20. The cost sharing option includes a
16.25% dues increase to all member LAFCos, which will generate an additional $33,452. The other $35,591 necessary to
close the structural deficit will be covered by using a substantial portion of the net profit received from the 2018 Annual
Conference.

Just as important, the Board is committed to a long-term strategy of revising the current dues structure into a more sustainable
and equitable model. As a result, the Board directed the ad hoc finance committee to bring a proposal to the Board at their
May 10 meeting for a new dues structure to move the organization forward. This new dues structure will use the current FY
2018-19 dues as the baseline (rather than the increased dues for next FY).

A new dues structure requires the approval of the membership as it is a change in the Bylaws. It is the intention of the Board
to place this item on the agenda for membership approval at the October 31, 2019 Annual Membership Business Meeting.
Once the draft proposal is approved at its May 10 meeting, the Board will distribute the draft dues structure to the membership
with ample time for review and discussion before the Annual Membership Business Meeting.

We understand raising dues at any time is a difficult proposition. Our work at CALAFCO strives to support the success and
meet the needs of all member LAFCos, large and small. We are committed to continually enhancing the services of CALAFCO
and fulfilling our mandate “to assist member LAFCos with educational and technical resources that otherwise would not be
available.” We hope you will agree when we discuss this at our annual membership meeting at this year’s Conference.

We and the rest of the Board are available to answer any questions you may have. You are encouraged to seek out the feedback
of your regional Board members.

On behalf of the CALAFCO Board of Directors,

Qo) dume— s Bl
Josh Susman Pamela Miller
Chair of the Board Executive Director

Cc:  CALAFCO Board of Directors
enclosures

1215 K Street, Suite 1650, Sacramento, CA 95814
Voice 916-442-6536 Fax 916-442-6535
www.calafco.org



CALAFCO BULLETIN
Membership Dues Increase Questions & Answers

Question: What’s the issue?
Answer: The issue is that CALAFCO has operated for many years with a structural deficit. The structural deficit is defined as the
member LAFCo dues do not cover the operational costs of the organization. The organization continues an unhealthy and unstable
fiscal reliance on net profits from the Annual Conference and a year-end net balance carryover to balance the budget.

Question: How did the structural deficit happen?

Answer: For many, many years CALAFCO’s member LAFCo dues have not covered the operational costs of the organization. Overall, the
cost of doing business is increasing and we are not accounting for the additional inflow of sustainable revenue to keep up with rising
costs and expansion of services. As a result, the deficit grows.

Question: How has CALAFCO been able to sustain itself if the structural deficit has been ongoing?

Answer: In previous years, the organization relied on Fund Reserves and Conference net profit. Recently we have been using
Conference net profits and end-of-year savings (net balance) to avoid having to use reserves. However, for FY 2018-19, the Board
adopted an unbalanced budget, relying on Fund Reserves for the first time in a long time.

As recently as FY 2004-05 the organization ended the year with a deficit. The dues restructuring beginning FY 2005-06 helped close a
portion of the structural deficit. The Board has been successful over the past 12 years in building a healthy Fund Reserve. Today the
Fund Reserve balance is $162,754, which represents approximately 60% of the operating costs of the organization. Some years
CALAFCO has a strong net profit on the Conference, which sustains the budget for a few years. Further, CALAFCO has been budgeting a
Conference net profit much higher than policy calls for in order to balance the budget. Last year we did not meet that target and this
year our Annual Conference was at one time in jeopardy of happening due to the fires in the area.

Question: How was the cost sharing solution and dues increase developed?

Answer: In October 2016 the Board formed an ad hoc finance committee (with equitable regional representation as well as urban-
suburban-rural representatives). After 15 months of work the committee made recommendations to the Board at the recent strategic
planning workshop. To close the structural deficit short-term, the committee provided the Board four (4) options. In addition, CALAFCO
has been reducing costs with minimal to no impact to the level of service being provided wherever possible. After lengthy
consideration, the Board unanimously approved a hybrid of one of the options. The approved option calls for a 16.25% increase from
member LAFCos and the other portion of the deficit to be filled using net profits from the 2018 Annual Conference. These profits would
have otherwise been budgeted for transfer to the Reserve Fund and/or used for special projects for the association.

As the cost-sharing strategy is a one-year only solution, the Board instructed the ad hoc committee to work on a long-term solution that
calls for a revision of the current dues structure.

Question: What is the current dues structure based on and will that change?

Answer: The current dues structure is codified in the CALAFCO Bylaws and was approved by the membership in 20086. It is based on
the county population categories by the California State Association of Counties (CSAC) as urban, suburban and rural. As stated above,
the ad hoc committee is working on a new dues structure that goes beyond the current three (3) categories. It is anticipated the new
structure will have more categories and will create greater equity in terms of the categories and their associated populations. The
financial situation was discussed at the 2018 Annual Conference and in response to information gathered from the membership at the
regional roundtables, the Board is intent on presenting all member LAFCos with a sustainable and equitable solution.

At its May 10 meeting the Board plans to review and discuss this new draft structure, then distribute the draft recommended dues
structure to the membership with ample time for review and discussion before the Annual Membership Business Meeting on October
31, 20109. If approved at this Annual Business Meeting, the new dues structure would take effect FY 2020-21 and serve to finally close
the structural deficit.

As directed by the Board, the baseline for the new dues structure will be the current FY 2018-19 dues amount. What this means for
you is the lower amount of what your LAFCo is paying now (versus what you will pay in FY 2019-20) will be the minimum baseline for
calculating the new dues.

Question: How do we know there will not be more dues increases in the future?

Answer: Of course no one can predict the future economy. The goal of the Board is to permanently close the structural deficit and it
believes this two-part strategy will accomplish that. Further, setting sights into the future, the hope is eventually there is enough
sustainable revenue to again increase member services.

Question: Who can | talk to if | have questions?

Answer: If you have questions you are encouraged to contact Pamela Miller, CALAFCO’s Executive Director at pmiller@calafco.org or
916-442-6536. You can also contact the CALAFCO Board Chair Josh Susman at jsusman®@calafco.org. You are highly encouraged to
reach out to any of your regional Board members. All of their names and contact information can be found on the CALAFCO website at

www.calafco.org.

1215 K Street, Suite 1650, Sacramento, CA 95814
Voice 916-442-6536 Fax 916-442-6535
www.calafco.org


mailto:pmiller@calafco.org
mailto:jsusman@calafco.org
http://www.calafco.org/

CALAFCO LAFCo Dues FY 2019-2020

As adopted by the Board March 1, 2019

DOF

. 2016-2017 7.0% |2017-2018 2.9% |2018-2019| 16.25% |2019-2020
County Population Category
Dues Increase Dues Increase Dues Increase Dues
Jan 2018

ALAMEDA 1,660,202 Urban 8,107 567 8,674 252 8,926 1,450 10,376
ALPINE 1,154| Rural 840 59 899 26 925 150 1,075
AMADOR 38,094 Rural 840 59 899 26 925 150 1,075
BUTTE 227,621| Suburban 2,548 178 2,726 79 2,805 456 3,261
CALAVERAS 45,157 Rural 840 59 899 26 925 150 1,075
COLUSA 22,098 Rural 840 59 899 26 925 150 1,075
CONTRA COSTA 1,149,363 Urban 8,107 567 8,674 252 8,926 1,450 10,376
DEL NORTE 27,221 Rural 840 59 899 26 925 150 1,075
EL DORADO 188,399 Suburban 2,548 178 2,726 79 2,805 456 3,261
FRESNO 1,007,229 Urban 7,163 501 7,664 222 7,887 1,282 9,169
GLENN 28,796 Rural 840 59 899 26 925 150 1,075
HUMBOLDT 136,002 Suburban 2,548 178 2,726 79 2,805 456 3,261
IMPERIAL 190,624 Suburban 2,548 178 2,726 79 2,805 456 3,261
INYO 18,577| Rural 840 59 899 26 925 150 1,075
KERN 905,801 Urban 6,105 427 6,532 189 6,722 1,092 7,814
KINGS 151,662 Suburban 2,548 178 2,726 79 2,805 456 3,261
LAKE 65,081| Rural 840 59 899 26 925 150 1,075
LASSEN 30,911 Rural 840 59 899 26 925 150 1,075
LOS ANGELES 10,283,729| Urban 8,107 567 8,674 252 8,926 1,450 10,376
MADERA 158,894 Suburban 2,548 178 2,726 79 2,805 456 3,261
MARIN 263,886| Suburban 2,548 178 2,726 79 2,805 456 3,261
MARIPOSA 18,129| Rural 840 59 899 26 925 150 1,075
MENDOCINO 89,299 Rural 840 59 899 26 925 150 1,075
MERCED 279,977| Suburban 2,548 178 2,726 79 2,805 456 3,261
MODOC 9,612 Rural 840 59 899 26 925 150 1,075
MONO 13,822| Rural 840 59 899 26 925 150 1,075
MONTEREY 443,281 Suburban 3,446 241 3,687 107 3,794 617 4,411
NAPA 141,294 Suburban 2,548 178 2,726 79 2,805 456 3,261
NEVADA 99,155 Rural 840 59 899 26 925 150 1,075
ORANGE 3,221,103| Urban 8,107 567 8,674 252 8,926 1,450 10,376
PLACER 389,532| Suburban 2,548 178 2,726 79 2,805 456 3,261
PLUMAS 19,773| Rural 840 59 899 26 925 150 1,075
RIVERSIDE 2,415,955| Urban 8,107 567 8,674 252 8,926 1,450 10,376
SACRAMENTO 1,529,501 Urban 8,107 567 8,674 252 8,926 1,450 10,376
SAN BENITO 57,088 Rural 840 59 899 26 925 150 1,075
SAN BERNARDINO 2,174,938| Urban 8,107 567 8,674 252 8,926 1,450 10,376
SAN DIEGO 3,337,456 Urban 8,107 567 8,674 252 8,926 1,450 10,376
SAN FRANCISCO 883,963| Urban 6,481 454 6,935 201 7,136 1,160 8,296
SAN JOAQUIN 758,744 Suburban 5,297 371 5,668 164 5,832 948 6,780
SAN LUIS OBISPO 280,101| Suburban 2,548 178 2,726 79 2,805 456 3,261
SAN MATEO 774,155 Urban 5,864 410 6,274 182 6,456 1,049 7,505
SANTA BARBARA 453,457| Suburban 3,399 238 3,637 105 3,742 608 4,350
SANTA CLARA 1,956,598 Urban 8,107 567 8,674 252 8,926 1,450 10,376
SANTA CRUZ 276,864| Suburban 2,548 178 2,726 79 2,805 456 3,261
SHASTA 178,271 Suburban 2,548 178 2,726 79 2,805 456 3,261
SIERRA 3,207| Rural 840 59 899 26 925 150 1,075
SISKIYOU 44,612 Rural 840 59 899 26 925 150 1,075
SOLANO 439,793| Suburban 3,419 239 3,658 106 3,764 612 4,376
SONOMA 503,332| Suburban 3,879 272 4,151 120 4,271 694 4,965
STANISLAUS 555,624 Suburban 4,090 286 4,376 127 4,503 732 5,235
SUTTER 97,238 Rural 840 59 899 26 925 150 1,075
TEHAMA 64,039| Rural 840 59 899 26 925 150 1,075
TRINITY 13,635| Rural 840 59 899 26 925 150 1,075
TULARE 475,834| Suburban 3,323 233 3,556 103 3,659 595 4,254
TUOLUMNE 54,740 Rural 840 59 899 26 925 150 1,075
VENTURA 859,073| Urban 6,591 461 7,052 205 7,257 1,179 8,436
YOLO 221,270| Suburban 2,548 178 2,726 79 2,805 456 3,261
YUBA 74,727| Rural 840 59 899 26 925 150 1,075
TOTAL 39,809,693 $187,012 $13,091| $200,103 $5,803| $205,906  $33,452| $239,358




1010 TENTH STREET, 3%F FLOOR
MODESTO, CA 95354 LOCAL AGENCY FORMATION COMMISSION

Stanislaus

LAFCO

DATE: March 20, 2019
TO: LAFCO Commissioners
FROM: Sara Lytle-Pinhey, Executive Officer

SUBJECT:  Availability of Support Documentation for Upcoming Application:
Whitmore Ranch Reorganization to the City of Ceres

This memo is intended to inform the Commission of the availability of support documentation for
an upcoming application known as the Whitmore Ranch Reorganization to the City of Ceres. A
public hearing for this item will be held at the Commission’s April 24, 2019 meeting.

Project Description

The City of Ceres has submitted an application to annex approximately 94 acres at the
southeast corner of Whitmore Avenue and Moore Road within the City’s Sphere of Influence.
The reorganization is part of the Whitmore Ranch Specific Plan which proposes a mix of
residential and open space uses adjacent to existing school sites. As part of the request, the
project area will detach from the Ceres Fire Protection District.

Review Documents

In order to allow ample time for review, the following documents are available on the Public
Notice section of our website (http://www.stanislauslafco.org/info/PublicNotices.htm):

» Annexation Application and Attachments:
e Map and Legal Description
e Plan for Services
e Plan for Agricultural Preservation
¢ City Resolution

Whitmore Ranch Specific Plan

>
» Whitmore Ranch Financing Plan
>

Draft Environmental Impact Report

» Final Environmental Impact Report

Please review the documents as they will be referenced in the April 24th staff report. Should
you have any questions regarding this information, please contact the office at 525-7660.

“ESTABLISHED BY THE STATE OF CALIFORNIA TO SERVE THE CITIZENS, CITIES, SPECIAL DISTRICTS AND COUNTY OF STANISLAUS”

PHONE: (209) 525-7640
FAX: (209) 525-7643


http://www.stanislauslafco.org/info/PublicNotices.htm
http://www.stanislauslafco.org/info/PDF/Notices/Referral.Application.WRSP.19.pdf
http://www.stanislauslafco.org/info/PDF/Notices/Referral.SpecificPlan.WRSP.19.pdf
http://www.stanislauslafco.org/info/PDF/Notices/Referral.FinancingPlan.WRSP.19.pdf
http://www.stanislauslafco.org/info/PDF/Notices/Referral.DraftEIR.WRSP.19.pdf
http://www.stanislauslafco.org/info/PDF/Notices/Referral.FinalEIR.WRSP.19.pdf
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Stanislaus Local Agency Formation Commission
Management’s Discussion and Analysis Report
For the Year Ending June 30, 2017 and June 30, 2018

As management of the Stanislaus Local Agency Formation Commission (the Commission), we
offer readers of the Commission’s financial statements this discussion and analysis of the financial
activities of the Commission for the above years. We encourage readers to consider the
information presented in this report in conjunction with the Commission’s financial statements and
the accompanying notes to the basic financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis report is intended to serve as an introduction to the Commission’s
basic financial statements. The Statement of Net Position and the Statement of Activities provide
information about the activities of the Commission. The financial statements also include various
note disclosures that further describe the Commission’s activities.

Government-Wide Financial Statements

The Government-Wide Financial Statements are designed to provide readers with a broad
overview of the Commission’s finances, in a manner similar to a private-sector business.

The Statement of Net Position presents information on all of the Commission’s assets and
liabilities, with the difference between the two reported as net position.

The Statement of Activities presents information showing how the Commission’s net position
changed during each fiscal year. All changes in net position are reported as the underlying event
giving rise to the change occurs, regardiess of the timing of related cash flows (accrual basis).
Thus, revenues and expenses are reported in the statement for some items that will only result in
cash flows in future fiscal periods (e.g. accounts payable and receivable).

Fund Financial Statements

A fund is a grouping of related accounts used to maintain control over resources segregated for
specific activities or objectives. The Commission, like other local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. Fund
financial statements report essentially the same functions as those reported in the government-
wide financial statements. However, unlike the government-wide financial statements, fund
financial statements focus on near-term inflows and outflows of spendable resources, as well as
on balances of spendable resources available at the end of the fiscal year.

Because the focus of governmental funds is narrower than government-wide financial statements,
it is useful to compare the information presented. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balance provide
a reconciliation to facilitate the comparison between governmental funds and government wide
statements.

> sttt s e ..



Notes to Financial Statements

The notes provide additional information essential to a full understanding of the data provided in
the government-wide and fund financial statements.

FINANCIAL ANALYSIS OF THE COMMISSION

The Commission has presented its financial statements under the reporting model required by
the Governmental Accounting Standards Board Statement No. 34 (GASB 34), Basic Financial
Statements and Management's Discussion and Analysis (MD&A) for State and Local
Governments.

The table below presents a condensed Statement of Net Position for the fiscal years ending June
30, 2017 and June 30, 2018, as well as the prior year ending June 30, 2016.

Condensed Statement of Net Position

As of June 30:
2016 2017 2018
ASSETS
Total Assets $ 304116 $ 289944 $ 311,983
Total Deferred Outflows of Resources 34,765 388,494 342,737
LIABILITIES & NET POSITION
Total Liabilities $ 246867 $ 644797 $ 618,223
Total Deferred Inflows of Resources 22.212 5,111 9,217
Total Net Position $ 69802 $ 28530 $ 27,280

The Statements of Net Position present complete information on the Commission’s assets and
deferred outflows of resources, as well as liabilities and deferred inflows of resources, with the
difference reported as net position. Changes in net position that occur over time may serve as
an indicator of the Commission’s financial position.

Changes in Net Position

State Law requires the County and the nine cities of Stanislaus County fund the Commission’s
budget each year. The Commission is also authorized to establish and collect fees for the
purposes of offsetting agency contributions. It is the practice of the Commission to make use of
unrestricted fund balance to help cover operating costs and minimize the fiscal impact on the local
funding agencies. This practice of using unrestricted fund balance occasionally results in
budgeting an operating shortfall, as was the case in the fiscal year ending June 30, 2017.



Condensed Statement of Activities

For the Year Ended June 30:

2016 2017 2018
REVENUE
Program Revenues
Intergovernmental $ 377210 $ 330,936 $ 394,375
Application Fees 30,274 30,551 32,555
General Revenues
Interest & Other Income 7,658 5,701 6,465
Reimbursement to Funding Agencies (449,639) - -
Total Revenue (34,497) 367,188 433,395
EXPENSES
Salaries and Benefits 182,009 346,203 361,191
Services and Supplies 44,539 62,257 56,774
Total Expenses 226.548 ___ 408,460 417,965
CHANGE IN NET POSITION $ (261,045) $ (41,272) $ 15430
NET POSITION — BEGINNING OF YEAR 330,847 69,802 28,530
NET POSITION — END OF YEAR $ 69802 $ 28530 $§ 27280

Financial Analysis of the Commission’s Governmental Fund

As noted earlier, fund accounting is used by the Commission to ensure and demonstrate
compliance with finance-related legal requirements. For the fiscal year ending June 30, 2017,
the Commission reported an ending fund balance of $264,583. For the fiscal year ending June
30, 2018, the Commission reported an ending fund balance of $281,101, for an increase of
$16,518.

Expenditures and revenues increased in fiscal years ending June 30, 2017 and June 30, 2018 as
the Commission budgeted for three full-time employees, following a previous reduction in staffing
levels during the economic downturn.



BUDGETARY HIGHLIGHTS

The Commission practices bottom-line accounting, giving management the discretion to use
excess funds in one account to offset deficits in other accounts. This allows management to
minimize fiscal impact of unanticipated increases in contracted administrative services by
controlling spending in other accounts. A Budgetary Comparison Schedule is included in the
Required Supplementary Information (RS!) section of this report. In both years, revenues
exceeded budgeted amounts, primarily due to application revenues exceeding those anticipated.
Expenditures were also less than budgeted, due to various charges for services being lower than
anticipated, including charges for legal services.

CAPITAL ASSETS
The Commission has no capital assets.
DEBT ADMINISTRATION

GASB 68 was implemented in the 2014-2015 fiscal year which required long-term net pension
liability to be recognized. More information regarding pension liability, deferred outflows and
inflows is described in Note 7. GASB 75 was implemented in the 2017-2018 fiscal year which
required other postemployment benefits liability to be recognized. See Note 6 for additional
information.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The Commission is committed to fulfilling its State-mandated mission with as little fiscal impact to
local agencies as possible. In preparing the budget for fiscal year 2018-2019, the Commission
used spending baseline to estimate how much it would cost to continue the level of activities and
services at next year's price for labor and supplies. The Commission’s adopted fiscal year 2018-
2019 budget is $493,939, an overall increase of 9% from the prior year's adopted budget.

CONTACTING THE COMMISSION

These financial statements are designed to provide a general overview of the Commission’s
finances for all those interested. Through a memorandum of understanding, the County provides
certain support functions, including financial management and accounting. Questions concerning
any of the information provided in this report or requests for additional financial information should
be addressed to: Stanislaus Local Agency Formation Commission, 1010 10" Street, Suite 3600,
Modesto, CA 95354.



STANISLAUS LOCAL AGENCY FORMATION COMMISSION

STATEMENT OF NET POSITION

JUNE 30, 2017

ASSETS
Cash

DEFERRED QUTFLOWS OF RESOURCES
Deferred Outflows Related to Pension

LIABILITIES
Accrued Compensated Absences
Payroll Liabilities
Noncurrent Liabilities
Compensated Absences Due in More Than One Year
Net Pension Liability
OPEB Obligation

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pension

NET POSITION
Unrestricted

Total Net Position

11,990

$ 289,944

388,494
9,205
16,156
52,580
554,866

644,797

5111

28,530

$ 28,530

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017

GOVERNMENTAL ACTIVITIES
Operations

Net Program (Expense) Revenue

GENERAL REVENUES
Other Income
Interest

Total General Revenues
CHANGE IN NET POSITION

NET POSITION
Beginning of Year

End of Year

Program Revenue

Operating

Charges for  Grants and

(Expenses)

Services Contributions

Net (Expenses)
Revenues and

Changes in
Net Assets

$

(408,460) $

361,487 $ -

See accompanying notes and independent accountant's report.
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$

(46,973)

(46,973)

1,026
4,675

5,701

(41,272)

69,802

$

28,530




STANISLAUS LOCAL AGENCY FORMATION COMMISSION
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2017

General
Fund
ASSETS
Cash and Investments, Unrestricted $ 289,944
LIABILITIES
Payroll Liabilities $ 16,156
Accrued Compensated Absences 9,205
$ 25,361
Total Liabilities
FUND BALANCES
Unassigned 264,583
Total Liabilities, Deferred Inflows of Resources,
Fund Equity and Other Credits $ 289,944

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO

THE STATEMENT OF NET POSITION
JUNE 30, 2017

FUND BALANCE OF GOVERNMENTAL FUNDS

Amounts Reported for Governmental Activities in the Statement of
Net Position are Different Because:

OPEB obligation is not included in the fund financial statements
because it is not currently due and payable but the liability is
reported in the statement of net position.

Accrued Compensated Absences that are not currently due and
payable are not included in the fund financial statements but are
included in the statement of net position.

Net Pension Liability is not included in the fund financial
statements because it is not currently due and payable but the
liability is reported in the statement of net position.

Deferred Inflows Related to Pensions is not included in the fund
financial statements because it is not available to pay current
obligations but the liability is reported in the statement of net
position.

Deferred Outlflows Related to Pensions is not included in the
fund financial statements because it is not currently due and
payable but the asset is reported in the statement of net position.

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes and independent accountant's report.
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(11,990)

(52,580)

(554,866)

(5,111)

388,494

28,530



STANISLAUS LOCAL AGENCY FORMATION COMMISSION
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2017

General
Fund

REVENUE
Charges for Services
Intergovernmental Revenue $ 330,936
Application Fees 30,551

Total Charges for Services $ 361,487
Interest 4,675
Other Income 1,026

Total Revenue 367,188

EXPENDITURES
Current Program - General Government
Salaries and Benefits 321,353
Services and Supplies, and Other Charges 62,257

Total Expenditures 383,610

EXCESS (DEFICIENCY) OF REVENUE OVER (UNDER)
EXPENDITURES (16,422)

FUND BALANCE, BEGINNING OF YEAR 226,013
Prior Period Adjustment 54,992

ADJUSTED FUND BALANCE, BEGINNING OF YEAR 281,005

FUND BALANCE, END OF YEAR $ 264,583

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2017

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ (16,422)

Revenue (Expenses) Reported on Statement of Activities not Included on
the Governmental Funds Statement:

Change in the long-term portion of accrued compensated absences is

not included in the fund financial statements because it is not a current

use of resources, but the expense is included in the statement of

activities. (7,863)

Change in the OPEB obligation is not included in the fund financial
statements because it is not currently due and payable but the
expense is reported in the statement of activities. (1,715)

Change in Net Pension Liability and related Deferred Inflows and
Deferred Outflows is not included on the fund financial statements
because it is not a current use of resources, but the epense is reported

in the statement of activities. (15,272)
CHANGE IN NET POSITION $ (41,272)

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION

STATEMENT OF NET POSITION

JUNE 30, 2018

ASSETS
Cash

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outfilows Related to Pension

LIABILITIES

Accounts Payable

Accrued Compensated Absences

Payroll Liabilities

Noncurrent Liabilities
Compensated Absences Due in More Than One Year
Net Pension Liability
Net OPEB Liability

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows Related to Pension
Deferred Inflows Related to OPEB

Total Deferred Inflows of Resources

NET POSITION
Unrestricted

Total Net Position

1,545
10,876
18,461

56,116
503,091

28,134

8,221
996

See accompanying notes and independent accountant's report.
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$ 311,983

342,737

618,223

9,217 '

27,280

$ 27280



STANISLAUS LOCAL AGENCY FORMATION COMMISSION
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

Program Revenue Net (Expenses)
Operating Revenues and
Charges for  Grants and Changes in
(Expenses) Services Contributions Net Assets
GOVERNMENTAL ACTIVITIES
Operations $ (417965) $ 426,930 $ - $ 8,965
Net Program (Expense) Revenue 8,965
GENERAL REVENUES
Other Income 1,012
Interest 5,453
Total General Revenues 6,465
CHANGE IN NET POSITION 15,430
NET POSITION
Beginning of Year 28,530
Prior Period Adjustment (16,680)
Adjusted Beginning of Year 11,850
End of Year 3 27,280

See accompanying notes and indepdendent accountant's report.
17



STANISLAUS LOCAL AGENCY FORMATION COMMISSION
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2018

General
Fund
ASSETS
Cash and Investments, Unrestricted $ 311,983
LIABILITIES
Accounts Payable $ 1,545
Payroll Liabilities 18,461
Accrued Compensated Absences 10,876
Total Liabilities 30,882
FUND BALANCES
Unassigned 281,101
Total Liabilities, Deferred Inflows of Resources,
Fund Equity and Other Credits $ 311,983

See accompanying notes and independent accountant's report.
18



STANISLAUS LOCAL AGENCY FORMATION COMMISSION
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF NET POSITION
JUNE 30, 2018

FUND BALANCE OF GOVERNMENTAL FUNDS $ 281,101

Amounts Reported for Governmental Activities in the Statement of
Net Position are Different Because:

Net OPERB liability is not included in the fund financial statements
because it is not currently due and payable but the liability is
reported in the statement of net position. (28,134)

Deferred Inflows Related to OPEB is not included in the fund
financial statements because it is not available to pay current
obligations but the liability is reporeted in the statement of net

position. (996)

Accrued Compensated Absences that are not currently due and
payable are not included in the fund financial statements but are
included in the statement of net position. (56,116)

Net Pension Liability is not included in the fund financial
statements because it is not currently due and payable but the
liability is reported in the statement of net position. (503,091)

Deferred Inflows Related to Pensions is not included in the fund

financial statements because it is not available to pay current

obligations but the liability is reported in the statement of net

position. (8,221)

Deferred Outiflows Related to Pensions is not included in the
fund financial statements because it is not currently due and
payable but the asset is reported in the statement of net position. 342,737

NET POSITION OF GOVERNMENTAL ACTIVITIES $ 27,280

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2018

General
Fund
REVENUE
Charges for Services
Intergovernmental Revenue $ 394,375
Application Fees 32,555
Total Charges for Services $ 426,930
Interest 5,453
Other Income 1,012
Total Revenue 433,395
EXPENDITURES
Current Program - General Government
Salaries and Benefits 360,103
Services and Supplies, and Other Charges 56,774
Total Expenditures 416,877
EXCESS (DEFICIENCY) OF REVENUE OVER (UNDER)
EXPENDITURES 16,518
FUND BALANCE, BEGINNING OF YEAR 264,583
FUND BALANCE, END OF YEAR $ 281,101

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2018

NET CHANGE IN FUND BALANCES - TOTAL GOVERNMENTAL FUNDS $ 16,518

Revenue (Expenses) Reported on Statement of Activities not Included on
the Governmental Funds Statement:

Change in the long-term portion of accrued compensated absences is

not included in the fund financial statements because it is not a current

use of resources, but the expense is included in the statement of

activities. (3,536)

Change in the Net OPEB Liability and related Deferred Inflows is not
included in the fund financial statements because it is not currently due
and payable but the expense is reported in the statement of activities. (460)

Change in Net Pension Liability and related Deferred Inflows and

Deferred Outflows is not included on the fund financial statements

because it is not a current use of resources, but the epense is reported

in the statement of activities. 2,908

CHANGE IN NET POSITION $ 15,430

See accompanying notes and independent accountant's report.
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NOTE 1

STANISLAUS LOCAL AGENCY FORMATION COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Local Agency Formation Commission of Stanislaus County (the Commission)
was created in 1963 by the California Legislature to encourage the orderly formation
and development of local agencies, promote the efficient extension of municipal
services, and protect against the premature conversion of agricultural and open-
space lands. In 2001, following the enactment of the Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000, the Commission became an independent
agency separate from Stanislaus County. The financially independent Stanislaus
LAFCO fund was established on July 1, 2001. As of June 30, 2017 and June 30,
2018, there are nine cities under the jurisdiction of the Commission of Stanislaus
County.

The Commission is comprised of five regular and three alternate members. Each
member is appointed pursuant to California Government Code Section 56000 et.
Seq. and represents one of the following three interests:

County Members — two regular and one alternate member represent Stanislaus
County. These members are County Supervisors. Appointments are made by the
Board of Supervisors.

City Members — two regular and one alternate member represent the nine cities
in Stanislaus County. The members are mayors or city council members.
Appointments are made by the City Selection Committee.

Public Members — one regular and one alternate member represent the general
public. Appointments are made by the county and city members of the
Commission.

The Commission includes all activities (operations of its administrative staff and
commission officers) considered to be a part of the Commission. The Commission
reviewed the criteria developed by the Governmental Accounting Standards Board
(GASB) in its issuance of Statement No. 61, relating to the financial reporting entity
to determine whether the Commission is financially accountable for other entities.
The Commission has determined that no other outside entity meets the above
criteria, and therefore, no agency has been included as a component unit in the
financial statements. In addition, the Commission is not aware of any entity that
would be financially accountable for the Commission that would result in the
Commission being considered a component unit of that entity.
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NOTE 1

STANISLAUS LOCAL AGENCY FORMATION COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND JUNE 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation and Accounting

Government-Wide Statements

The statement of net position and the statement of activities report information on all
of the Commission’s activities. These statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Program revenues include grants and
contributions that are restricted to meeting the operational or capital requirements of
the Commission. Revenues that are not classified as program revenues are
presented as general revenues.

Government Fund Statements

The Government Fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered available when they are collectible within the current
period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the Commission considers most revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a current liability is incurred, as under accrual
accounting. The General Fund is the Commission’s primary operating fund. It
accounts for all financial resources of the general government.

Revenue

Revenue to finance the Commission’s operation is primarily derived pursuant to
Government Code Section 56381. Under this section, the Commission is required to
adopt a fiscal budget which includes anticipated funding needed for the year. The
County of Stanislaus is responsible for funding one half of the budgeted revenue and
the nine cities within the Stanislaus County are collectlvely responsible for funding
the other one half of the budgeted revenue.

Implementation of New Accounting Pronouncements

For the fiscal year ended June 30, 2018, the Commission was required to adopt
GASB Statement No. 75, “Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions”, which replaces GASB Statement No. 45. This
statement establishes standards for recognizing and measuring liabilities, deferred
outflows of resources, deferred inflows of resources, and expense/expenditures for
postemployment benefits other than pensions. The provisions of GASB Statement
No. 75 are effective for fiscal years beginning after June 15, 2017.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND JUNE 30, 2018

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fund Accounting

The accounts of the Commission are organized on the basis of funds and account
groups, each of which is considered a separate accounting entity. The operations of
each fund are accounted for with a separate set of self-balancing accounts that
comprise its assets, liability, fund equity, revenues and expenditures or expenses, as
appropriate.

Government resources are allocated to and accounted for in individual funds based
on the purpose for which they are to be spent and the means by which spending
activities are controlled. The Commission has only one fund group, government
funds.

General Fund - The General Fund is the general operating fund of the
Commission. It is used to account for all financial resources except those
required to be accounted for in another fund.

Fund Equity

The Commission reports under GASB Statement No. 54, “Fund Balance Reporting
and Governmental Fund Type Definitions". This Statement provides more clearly
defined fund balance categories to make the nature and extent of the constraints
placed on a government’s fund balances more transparent.

The following classifications describe the relative strength of the spending
constraints:

Non-spendable fund balance — amounts that are not in spendable form (such as
prepaid expenses) or are required to be maintained intact. The Commission
does not have any non-spendable funds as of June 30, 2017 and June 30, 2018
in a form or that are legally or contractually required to be maintained intact.

Restricted fund balance — amounts constrained to specific purposes by their
providers (such as grantor, bondholders, and higher levels of government),
through constitutional provisions, or by enabling legislation.

Committed fund balance — amounts constrained to specific purposes by the
Commission itself, using its highest level of decision-making authority (i.e.,
Commissioners). To be reported as committed, amounts cannot be used for any
other purpose unless the Commission takes the same highest level of action to
remove or change the constraint. Committed funds may be modified or
rescinded only through resolutions approved by the Commissioners.

Assigned fund balance — amounts the Commission intends to use for a specific
purpose. Intent can be expressed by the Commissioners or by an official or
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body to which the Commissioners delegate the authority. The Commission does
not have any assigned funds as of June 30, 2017 and June 30, 2018.

Unassigned fund balance — all amounts not included in other spendable
classifications.

When an expenditure is incurred for purposes for which both restricted and
unrestricted fund balance is available, the Commission's policy is first to apply
restricted and then unrestricted funds. Similarly, the policy is to first use committed,
then assigned, then unassigned amounts.

Capital Assets

Capital assets, which include property, plant and equipment assets, are reported in
the government-wide financial statements. Capital assets are defined by the
Commission as assets with an initial, individual cost of more than $5,000 and an
estimated useful life in excess of one year. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.

Property, plant and equipment of the Commission are depreciated using the straight-
line method over the estimated useful lives. The Commission does not own any
capital assets as of June 30, 2017 and June 30, 2018.

Accrued Compensated Absences

Commission employees are eligible to earn vacation leave, accrued holiday leave,
and compensation time. This time may either be taken or accumulated until paid
upon termination or retirement. Sick leave may be accumulated without limitation, but
upon termination or retirement, an employee will be paid for a maximum of 600 hours
of unused sick leave. The amount depends on the length of service and if it is a
retirement or regular separation. As of June 30, 2017 and June 30, 2018, the accrual
for accrued compensated absences was $61,785 and $66,992, respectively.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.
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Budget and Budgetary Accounting

The Commissioners shall adopt a preliminary operating budget for the fiscal year
commencing July 1. Public hearings are conducted at an advertised location to
obtain public comments. Prior to June 15, the budget is adopted by vote of the
Commissioners. Once approved, the Commissioners may amend the legally
adopted budget when unexpected modifications are required.

Under GASB Statement No. 34, budgetary comparison information is required to be
presented for the general fund and each major special revenue fund with a legally
adopted budget. The Commission does not have any funds other than the General
Fund. Therefore, budget comparison information is presented for the general fund
only. For both years ended June 30, 2017 and June 30, 2018 actual expenditures
were lower than the budgeted amounts.

CASH AND CASH EQUIVALENTS

The Commission considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

The Commission maintains all of its cash in the Stanislaus County Treasury. The
County pools these funds with those of other agencies in the County and invests the
cash as prescribed by the California Government Code. These pooled funds are
carried at cost plus accrued interest, which approximates market value. Interest
earned is deposited quarterly into participating funds. The Commission’s deposits in
the County pool may be accessed at any time. Stanislaus County’s credit rating is
A+, by Standard and Poor’s. Required disclosure information regarding
categorization of investments and other deposit and investment risk disclosures can
be found in Stanislaus County’s financial statements which can be obtained by
contacting Stanislaus County’s Auditor-Controller's Office at 1010 Tenth Street, Suite
5100, Modesto, California, 95353. The Stanislaus County Treasury Oversight
Committee oversees the Treasurer's investments and policies.

RELATED PARTY TRANSACTIONS
During the fiscal years ended June 30, 2017 and June 30, 2018, the Commission

paid Stanislaus County, a related party, for, legal services, and operating support
services as follows:
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Operating
Legal Support
Fiscal Year Ended Services Services Total
June 30, 2017 $§ 16765 3 14291 $ 31,056
June 30, 2018 $§ 10212 $ 18,761 $ 28973

The following is a summary of the amounts the Commission received during the
fiscal years ended June 30, 2017 and June 30, 2018 from Stanislaus County and the
nine cities within the County, related parties. The nine cities which provided funding
to the Commission were City of Ceres, City of Hughson, City of Modesto, City of
Newman, City of Oakdale, City of Patterson, City of Riverbank, City of Turlock, and
City of Waterford.

Fiscal Year Ended County Cities Total
June 30, 2017 $ 165468 § 165468 $ 330936
June 30, 2018 $ 197188 $ 197,188 § 394,375
OPERATING LEASE

The Commission leases office space located at 1010 Tenth Street, 3™ Floor, in
Modesto, California under an operating lease expiring June 30, 2019. The total
annual lease payment is $3,683, adjusted annually. The total amount paid during the
years ended June 30, 2017 and June 30, 2018 were $3,683 and $3,774,
respectively.

The total future anticipated payments pursuant to this operating lease are as follows:

Fiscal Year Ending June 30, 2017 June 30, 2018
2018 $ 3,683 ¢ -
2019 3,683 3.683

Total $ 7,366 $ 3,683

OTHER POST EMPLOYMENT BENEFIT PLAN UNDER GASB 45

For the fiscal year ended June 30, 2017, the Commission properly reported its
obligation for other post-employment benefits pursuant to GASB Statement No. 45.
The following represents the required OPEB disclosure information as set forth in
GASB Statement No. 45.
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The Commission, through its employment arrangement with Stanislaus County, is a
participant in the Stanislaus County Employees Retirement Association (StanCERA),
a cost-sharing multi-employer defined benefit public employee retirement system.
StanCERA provides retirement benefits only. However, Commission retirees and
active County employees are rated in the same pool to determine health insurance
premiums. While the County does not directly contribute towards the cost of
premiums, the ability for retirees to obtain coverage at an active employee rate

constitutes a significant economic benefit to the retirees, called an “implicit subsidy”
under GASB Statement No. 45.

Annual OPEB Cost and Net OPEB Obligation

For the fiscal year ending June 30, 2017, the Commission’s OPEB cost was $2,643.
The Commission’s OPEB cost, the percentage of annual OPEB cost contribution to
the plan, and the net OPEB obligation for the year ending June 30, 2017 were as

follows:
Annual required contribution (ARC) $ 1,252
Interest on net OPEB obligation 223
Adjustment to annual required contribution 1,168
Annual OPEB cost ' 2,643
Contributions made (928)
Change in net OPEB obligation 1,715
Net OPEB obligation - beginning of year 10,275
Net OPEB obligation - end of year $ 11,990
Actual
Annual Employer Percentage Net Ending
Year Ended OPEB Cost Contribution Contributed OPEB
June30,2017 $& 2643 § 928 3511% $__ 11,990

June30,2016 $ 2695 $ 980 ___ 36.36% $ 10275
June 30,2015 $ 3758 $ 2043 ___ 5436% §$ 8577

Funding Status and Funding Progress

The funded status of the plan based on an actuarial update us as of July 1, 2016
was as follows:
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Actuarial Accrued Liability (AAL) $ 16,036
Actuarial Value of Plan Assets -
Unfunded Actuarial Accrued Liability (UAAL) $ 16,036
Funded Ratio (actuarial value of plan assets/UAAL) 0%
Covered Payroll (active plan members) $ 184986
UAAL as Percentage of Covered Payroll 8.67%

Actuarial Valuation

The plan was valued by an actuary as of July 1, 2016. Actuarial valuations for an
ongoing plan involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Actuarially
determined amounts are subject to continuous revision as actual results are
compared to past expectations and new estimates about the future are formulated.
Although the valuation results are based on values which the Commissions’ actuarial
consultant believes are reasonable assumptions, the valuation results reflect a long-
term perspective and, as such, are merely an estimate of what future costs may
actually be. Deviations in any of several factors, such as future interest rates,
medical cost inflation, Medicare coverage, and changes in marital status, could result
in actual costs being less or greater than estimated.

In the July 1, 2016 actuarial valuation, the entry age, level percent of pay method
was used. The unfunded actuarial accrued liability is being amortized over 30 years.
As of July 1, 2016, there were 30 years left on the amortization. The actuarial
assumption utilized a 4.0 percent discount rate. The valuation assumes an increase
in salaries of 3.0 percent per year.

The projected premium rates that were to be effective are based on analysis of the
recent County experience combined with healthcare industry general knowledge of
the actuary. The expected rate of increase in health insurance premiums initially
used a selected rate of 6.0 percent, with a reduction to the ultimate rate of 5.0
percent in the subsequent year.

Funding Policy

The Commission currently pays for postemployment health care benefits on a pay- .
as-you-go basis. The Commission does not intend to adopt a policy to pre-fund the
implicit subsidy to retirees.
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For the fiscal year ended June 30, 2018, the Commission properly adopted and
reported its obligation for other post-employment benefits pursuant to GASB
Statement No. 75. The following represents the required OPEB disclosure
information as set forth in GASB Statement No. 75.

General Information about the OPEB Plan

Plan Description. The Commission, through its employment arrangement with
Stanislaus County, is a participant in the Stanislaus County Employees Retirement
Association (StanCERA), a cost-sharing multi-employer defined benefit public

employee retirement system. StanCERA provides retirement benefits only. However,
the Commission is able to offer retirees medical insurance plans that mirror those
that are offered to active County employees. Retirees pay 100% of the premium cost
of the health insurance plan plus a 2% administration fee. While the County does not
directly contribute towards the cost of premiums, the ability for retirees to obtain
coverage at an active employee rate constitutes a significant economic benefit to the
retirees, called an “implicit subsidy” under GASB Statement No. 75. The inclusion of
the retirees increases the County’s overall health insurance rates.

Benefits Provided. County employees who attain age 50 and complete 5 years of
service with the County, and have 10 years of StanCERA membership, are eligible to
retire and participate in the County’s medical insurance program that is provided to
the County's active employees. The County owns and administers the program but
allows StanCERA retirees access. Tier 3 employees may retire after the later of age
55 or 10 years of service. Surviving spouses of eligible retirees may continue
coverage after the retiree’s death. Eligibility for coverage under the County’s health
plans ends when the retiree or surviving spouse reaches age 65. The current health
plans offered by Stanislaus County are Anthem Blue Cross and Stanislaus County
Partners in Health. Each plan offers an Exclusive Provider Organization (EPO) and a
High Deductible Health Plan (HDHP) option.

Contributions. The Commission does not make direct contributions to the plan. All
contributions are a result of the implicit subsidy.

OPEB Liability, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB

At June 30, 2018, the Commission reported a liability of $28,134 for its proportionate
share of the net OPEB liability. The net OPEB liability was measured as of June 30,
2018, and the total OPEB liability used to calculate the net OPEB liability was
determined by an actuarial valuation as of July 1, 2016. The Commission’s
proportion of the net OPEB liability was based on the Commission’s actual
contributions to the retirement plan relative to the actual retirement contributions of
all participating agencies. At June 30, 2018, the Commission'’s portion was
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0.08549%.
For the year ended June 30, 2018, the Commission recognized OPEB expense of

$460. At June 30, 2018, the District reported deferred outflows of resources and
deferred inflows of resources related to OPEB from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
Changes in assumptions or other
inputs 3 - $ 996
Total $ - $ 996

Amounts reported as deferred outflows of resources and deferred inflows of
resources related to OPEB will be recognized in OPEB expense as follows:

Year ended June 30,

2019 $ (146)
2020 $ (146)
2021 $ (146)
2022 $ (146)
2023 $ (146)
Thereafter $ (266)

Actuarial Assumptions. The total OPEB liability was determined using the following
actuarial assumptions, applied to all periods included in the measurement, unless
otherwise specified:

Salary Increases 3.00%
Healthcare Cost Trend Rate  6.00% for 2016; 5.00% for 2017 and later
years

Pre-retirement mortality rates were based on the RP-2014 Employee Mortality Table
for Males or Females, as appropriate, without projection. Post-retirement mortality
rates were based on RP-2014 Health Annuitant Mortality Table for Males or
Females, as appropriate, without projection.

Actuarial assumptions used in the July 1, 2016 valuation were based on a review of
plan experience during the period July 1, 2014 to June 30, 2016.
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Discount Rate. The actuarially determined discount rate to measure the total OPEB
liability was based on the requirements that the discount rate reflect a blended rate
comprised of a) the long-term expected rate of return on OPEB plan investments and
b) a yield or index rate for 20-year, tax-exempt general obligation municipal bonds
with an average rating of AA/Aa or higher. It was computed as follows:

Long-Term Municipal Bond

Expected 20-Year High
Measurement  Return on Plan Grade Rate Discount
Reporting Date Date Investments Index Rate
June 30, 2018  June 30, 2018 4.00% © 3.62% 3.62%

Sensitivity of the Commission’s proportionate share of the net OPEB liability to
changes in the discount rate. The following presents the Commission’s proportionate
share of the net OPEB liability calculated using the discount rate of 3.62%, as well as
what the Commission’s proportionate share of the net OPEB liability would be if it
were calculated using a discount rate that is 1-percentage-point lower (2.62%) or 1-
percentage-point higher (4.62%) than the current rate:

1% Decrease biscount Rate 1% Increase
(2.62%) (3.62%) (4.62%)

Commission’s proportionate

share of the net OPEB liability  § 30513 $ 28,134 $ 25945

Sensitivity of the Commission’s proportionate share of the net OPEB liability to
changes in the healthcare cost trend rates. The following presents the Commission’s
proportionate share of the net OPEB liability calculated using the healthcare cost
trend rate of 6.00% decreasing to 5.00%, as well as what the Commission'’s
proportionate share of the net OPEB liability would be if it were calculated using a
healthcare cost trend rate that is 1-percentage-point lower (5.00% decreasing to
4.00%) or 1-percentage-point higher (7.00% decreasing to 6.00%) than the current

rate:
1% Decrease Trend Rate 1% Increase
(5.00% (6.00% (7.00%
decreasing to decreasingto  decreasing to
4.00%) 5.00%) 6.00%)

Commission’s proportionate

share of the net OPEB liability $ 24817 $ 28134 $ 32,020

OPEB plan fiduciary net position. Detailed information about the OPEB plan’s
fiduciary net position is available in the separately issued Stanislaus County
comprehensive annual financial report.
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General Information about the Pension Plan

Plan Description. Employees of the Commission are provided with pensions through
the Stanislaus County Employees’ Retirement Association (StanCERA), a retirement
system organized under the 1937 Retirement Act. StanCERA is a cost-sharing
multiple-employer public employee retirement system. StanCERA issues a
separate, publicly available comprehensive annual financial report that includes
financial statements and required supplementary information. Copies of
StanCERA's annual financial report may be obtained from the Stanislaus County
Employees’ Retirement Association, 1100 H Street, Modesto, CA 95354 or at
www.stancera.org.

Benefits Provided. StanCERA provides retirement, disability, death, beneficiary, cost-
of-living, and ad-hoc retirement benefits. Retirement benefit is determined as a
percentage of monthly final average salary per year of service, depending on age at
retirement and tier classification. Each classification tier has different retirement
eligibility terms. Employees are eligible for service-related disability benefits
regardless of length of service with benefits up to 50% of final average salary. Five
years of service are required for non-service related disability, regardless of age, with
benefits up to 1/3 of final average salary. Depending on the circumstances of death
and the classification tier, beneficiary benefits are provided to the surviving spouse
from 50% up to 100% of the member's retirement allowance. The current maximum
increase in retirement allowance for the cost-of-living benefit is 3% per year based
on the change in the Bureau of Labor Statistics Consumer Price Index. Ad-hoc
benefits are non-vested benefits which are determined by the Board of Retirement
subject to funding availability.

Contributions. Employer and member contribution rates in effect each year are
based on recommendations made by an independent actuary and adopted by the
Board of Retirement. Employees are required to contribute from 3.26% to 18.31% of
their annual pay depending on the classification tier selected. The Commission’s
contractually required contribution rate for the years ended June 30, 2016 and June
30, 2017 were 23.35% and 24.99% of annual payroll, respectively, actuarially
determined as an amount that, when combined with employee contributions, is
expected to finance the costs of benefits earned by employees during the year, with
an additional amount to finance any unfunded liability. Contributions to the pension
plan from the Commission were $43,874 and $47,475 for the years ended June 30,
2016 and June 30, 2017, respectively.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

At June 30, 2017 and June 30, 2018, the Commission reported a liability of $554,866
and $503,091, respectively, for its proportionate share of the net pension liability.
The net pension liability was measured as of June 30, 2016 and June, 30, 2017, and
the total pension liability used to calculate the net pension liability was determined by
an actuarial valuation as of those dates. The Commission’s proportion of the net
pension liability was based on the Commission’s actual contributions to the
retirement plan relative to the actual retirement contributions of all participating
agencies. At June 30, 2017 and June 30, 2018, the District’'s portion was 0.07526%
and 0.07562%, respectively.

For the years ended June 30, 2017 and June 30, 2018, the Commission recognized
pension expense of $62,968 and $55,681, respectively.

At June 30, 2017, the Commission reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources

Differences between expected and
actual experience $ 970 $ 3,869
Changes in assumptions 162,405 -
Net difference between projected and
actual earnings on pension plan .
investments 82,388 -
Changes in proportion and differences
between Commission contributions
and proportionate share of
contributions 423 1,054
Commission contributions subsequent
to the measurement date 47,757 188
Differences due to change in allocation
percentage 94,551 -

Total $ 388494 $ 5,111
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The Commission’s contributions of $47,757 made subsequent to the measurement
date are reported as deferred outflows of resources for fiscal year ended June 30,

2017 and will be recognized as a reduction of the net pension liability in the following

fiscal year.

At June 30, 2017, amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions were to be recognized in pension expense

as follows:

Year ended June 30,
2017
2018
2019
2020

71,913
71,913
98,279
93,521

R APAALH

At June 30, 2018, the Commission reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

Differences between expected and
actual experience

Changes in assumptions

Net difference between projected and
actual earnings on pension plan
investments

Changes in proportion and differences
between Commission contributions
and proportionate share of
contributions

Commission contributions subsequent
to the measurement date

Differences due to change in allocation
percentage

Total

35

Deferred Outflows
of Resources

Deferred Inflows

of Resources

$ 18,074
122,392

1,591

58,635

142,044

$ 342737

$ 2,915
4,252

790
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The Commission’s contributions of $58,635 made subsequent to the measurement
date are reported as deferred outflows of resources for fiscal year ended June 30,
2018 and will be recognized as a reduction of the net pension liability in the following
fiscal year.

At June 30, 2018, amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions were to be recognized in pension expense
as follows:

Year ended June 30,

2018 $ 72,810
2019 $ 96,289
2020 $ 85,543
2021 $ 21,239

Actuarial assumptions — June 30, 2017 net pension liability. The total pension liability
in the June 30, 2016 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:

Inflation 3.00% per year

Salary Increases 3.25% per year plus merit component based
on employee classification and years of
service

Investment Rate of Return  7.25% per year, net of investment expenses

Cost-of-Living 100% of CPI up to 3.0% annually with

Adjustments banking, 2.7% annual increase assumed

Mortality rates were based on the sex distinct Retired Pensioners (RP) 2000
Combined Mortality tables published by the Society of Actuaries projected from 2000
to 2020 using Scale AA.

The actuarial assumptions used in the June 30, 2016 valuation were based on the
results of an actuarial experience study for the period July 1, 2012 through June 30,
2015. Measurements as of the reporting date are based on the fair value of assets
as of June 30, 2017, and the Total Pension Liability as of the valuation date, June
30, 2016, using update procedures to roll forward to StanCERA's fiscal year end of
June 30, 2017. There were no significant events between the valuation date and the
measurement date, so the roll forward procedures only included the addition of
service cost offset by actual benefit payments.

The long-term expected rate of return on pension plan investments was determined
using a building-block approach. An inflation forecast is the baseline and various real
return premiums (e.g. bonds, equities, etc.) are added to create nominal return
expectations for each asset class. These expectations are combined to produce the
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long-term expected rate of return by weighting the expected nominal rates of return
by the target asset allocation percentages and including an expected return from
rebalancing uncorrelated asset classes. The target allocation and best estimate of
geometric real rates of return for each major asset class are summarized in the
following table:

Long-Term Expected

Asset Class Target Allocation Real Rate of Return

Domestic Equities 15.00%

US Large Cap 5.90%

US Small Cap 5.20
International Equities 20.00

Int'l Development 9.20

Emerging Market Equity 11.30
US Fixed Income 21.00

Core Fixed Income : 3.20

U.S. Treasury 2.30

Short-Term Gov/Credit 2.50
Real Estate Securities 10.00

Core 470

Value-Add 6.70
Private Credit 14.00 9.10
Private Equity 5.00 8.20
Private Real Estate 0.00 0.00
Infrastructure 0.00 ' 4.70
Risk Parity 14.00 7.00
Cash 1.00 2.00

Total _100.00%

Actuarial assumptions — June 30, 2018 net pension liability. The total pension liability
in the June 30, 2017 actuarial valuation was determined using the following actuarial
assumptions, applied to all periods included in the measurement:

Inflation 3.00% per year

Salary Increases 3.25% per year plus merit component based
on employee classification and years of
service :

Investment Rate of Return  7.25% per year, net of investment expenses

Cost-of-Living 100% of CPI up to 3.0% annually with

Adjustments banking, 2.7% annual increase assumed
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Mortality rates were based on the sex distinct Retired Pensioners (RP) 2000
Combined Mortality tables published by the Society of Actuaries projected from 2000
to 2020 using Scale AA.

The actuarial assumptions used in the June 30, 2017 valuation were based on the
results of an actuarial experience study for the period July 1, 2012 through June 30,
2015. Measurements as of the reporting date are based on the fair value of assets
as of June 30, 2018, and the Total Pension Liability as of the valuation date, June
30, 2017, using update procedures to roll forward to StanCERA’s fiscal year end of
June 30, 2018. There were no significant events between the valuation date and the
measurement date, so the roll forward procedures only included the addition of
service cost offset by actual benefit payments.

The long-term expected rate of return on pension plan investments was determined
using a building-block approach. An inflation forecast is the baseline and various real
return premiums (e.g. bonds, equities, etc.) are added to create nominal return
expectations for each asset class. These expectations are combined to produce the
long-term expected rate of return by weighting the expected nominal rates of return
by the target asset allocation percentages and including an expected return from
rebalancing uncorrelated asset classes. The target allocation and best estimate of
geometric real rates of return for each major asset class are summarized in the
following table:

Long-Term Expected

Asset Class ' Target Allocation Real Rate of Return

Domestic Equities 24.00%

US Large Cap 4.70%

US Small Cap 4.80
International Equities 24.00

Int'l Development 9.70

Emerging Market Equity 8.60
US Fixed Income 2200

Core Fixed Income 3.30

U.S. Treasury 2.40

Short-Term Gov/Credit 2.60
Real Estate Securities 7.70

Core 4.60

Value-Add 6.60
Private Credit 5.00 6.50
Private Equity 0.00 7.80
Private Real Estate 1.70 - 0.00
Infrastructure 0.60 4.60
Risk Parity 14.00 7.20
Cash , 1.00 2.20

Total _100.00%
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Discount rate. The discount rate used to measure the total pension liability was
7.25% and 7.25% as of June 30, 2017 and June 30, 2018, respectively. The
projection of cash flows used to determine the discount rates assumed that
contributions from plan members will be made at the current contribution rate and
that contributions from the employers will be made at contractually required rates,
actuarially determined. Based on those assumptions, the pension plan's fiduciary net
position was projected to be available to make all projected future benefit payments
of current plan members. Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to
determine the total pension liability.

Sensitivity of the Commission’s proportionate share of the net pension liability to
changes in the discount rate. The following presents the Commission’s proportionate
share of the net pension liability calculated using the applicable discount rate for
each fiscal year, as well as what the Commission’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is 1-
percentage—point lower or 1-percentage-point higher than the current rate:

1% Decrease Discount Rate 1% Increase
June 30, 2017 (6.25%) (7.25%) (8.25%)
District's proportionate share

of the net pension liability $ 825370 $§ 554866 $ 334644

1% Decrease Discount Rate 1% Increase
June 30, 2018 (6.25%) (7.25%) (8.25%)
District’'s proportionate share

of the net pension liability $ 789551 $ 503091 $ 269793

Pension plan fiduciary net position. Detailed information about the pension plan’s
fiduciary net position is available in the separately issued StanCERA financial report.

RISK MANAGEMENT

The Commission is exposed to various risks of losses related to torts; theft of,
damage to, and destruction of assets; errors and omissions; injuries to employees;
and natural disasters. The Commission participates in Stanislaus County’s risk pool.
Information about coverage can be found in the County’s basic financial statements.
In addition, the Commission also participates in the property and liability program
offered by the Special District Risk Management Authority (SDRMA). Contact
information for the SDRMA is: 1112 | Street, Suite 300, Sacramento, CA, 95814.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2017 AND JUNE 30, 2018

NOTE 9 GOVERNING BOARD
As of June 30, 2018, the Commissioners of Stanislaus LAFCO were as follows:

Name Position

Amy Bublak City Member

Michael Van Winkle City Member

Jim DeMartini County Member

Terry Withrow County Member (Chair)
William Berryhill Public Member

Richard O'Brien Alternate City Member
Vito Chiesa Alternate County Member
Brad Hawn Alternate Public Member

NOTE 10 PRIOR PERIOD ADJUSTMENT

A prior period adjustment of $54,992 is presented in the June 30, 2017 Statement of
Revenue, Expenditures and Changes in Fund Balances — Governmental Funds.
This adjustment is the result of the prior year accrued compensated absences not
being adjusted as a reconciling difference between the government-wide and fund
balance financials.

In fiscal year ended June 30, 2018, the Commission adopted GASB Statement No.
75 which changed the reporting of the net OPEB liability and related deferred

outflows and deferred inflows related to OPEB. The result of this implementation is
a prior period adjustment of $(16,680).

NOTE 11 SUBSEQUENT EVENTS

Management has evaluated subsequent events through March 1, 2019, the date the
financial statements were available to be issued.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED JUNE 30, 2017

REVENUE
Charges for Services
Intergovernmental Revenue
Application Fees

Total Charges for Services
Interest
Other Income

Total Revenue

EXPENDITURES
Current Program - General Government

Salaries and Benefits
Services and Supplies, and Other Charges

Total Expenditures

Excess of Revenue (Deficiency) Over (Under)
Expenditures

Beginning Fund Balance, July 1, 2016
Prior Period Adjustment

Adjusted Beginning Fund Balance, July 1, 2016

Ending Fund Balance, June 30, 2017

See accompanying notes and independent accountant's report.

Variance with
Final Budget
Budgeted Amounts Over
Preliminary Final Actual (Under)
$ 331,142 § 330,936 330,936 $ -
6,000 6,000 30,551 24,551
337,142 336,936 361,487 24,551
- - 4,675 4,675
- - 1,026 1,026
337,142 336,936 367,188 30,252
332,382 332,382 321,353 (11,029)
76,440 80,123 62,257 (17,866)
408,822 412,505 383,610 (28,895)
(71,680) (75,569) (16,422) 59,147
226,013
54,992
281,005
264,583
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
BUDGETARY COMPARISON SCHEDULE - GENERAL FUND
YEAR ENDED JUNE 30, 2018

Variance with
Final Budget
Budgeted Amounts Over
Preliminary Final Actual (Under)
REVENUE
Charges for Services
Intergovernmental Revenue $ 374375 $ 394375 $ 394,375 -
Application Fees 9,000 9,000 32,5655 23,555
Total Charges for Services 383,375 403,375 426,930 23,555
Interest - - 5,453 5,453
Other Income - - 1,012 1,012
Total Revenue 383,375 403,375 433,395 30,020
EXPENDITURES
Current Program - General Government
Salaries and Benefits 376,530 376,530 360,103 (16,427)
Services and Supplies, and Other Charges 76,845 76,845 56,774 (20,071)
Total Expenditures 453,375 453,375 416,877 (36,498)
Excess of Revenue (Deficiency) Over (Under)
Expenditures (70,000) (50,000) 16,518 66,518
Beginning Fund Balance, July 1, 2017 264,583
Ending Fund Balance, June 30, 2018 281,101

See accompanying notes and independnet accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
SCHEDULE OF THE COMMISSION'S PROPORTIONATE SHARE
OF THE NET PENSION LIABILITY
Stanislaus County Employees' Retirement Association

Last 5 Fiscal Years Ending June 30

2018 2017 2016 2015

Commission's proportion of the

net pension liability (asset) 0.07562% 0.07526% 0.05718% 0.08044%

Commission's proportionate
share of the net pension liability

(asset)

$ 503,091 $ 554866 $ 168764 $§ 187477 $ 305,314

Commission's covered-employee

payroll

$ 193906 $ 184986 $ 135172 $ 178,101

Commission's proportionate
share of the net pension liability
(asset) as a percentage of its

covered-employee payroll 259.45% 299.95% 124.85% 105.26%

Plan fiduciary net position as a
percentage of the total pension

liability (asset)

75.0% 70.6% 86.1% 88.5%

See accompanying notes and indepdendent accountant's report.
44



STANISLAUS LOCAL AGENCY FORMATION COMMISSION
SCHEDULE OF COMMISSION PENSION CONTRIBUTIONS

Stanislaus County Employees' Retirement Association

Last 5 Fiscal Years Ending June 30

2018 2017 2016 2015 2014
Contractually required
contribution $ 47475 $ 43874 $ 30624 $ 37,616 N/A
Contributions in relation to the
contractually required
contribution 47,475 43,874 30,624 37,616 N/A
Contribution deficiency (excess) $ - $ - $ - $ - N/A
District's covered-employee
payroll $ 193,906 $ 184,986 $ 135172 $ 178,101 $ 174,122
Contributions as a percentage
of covered-employee payroll 24.5% 23.7% 22.7% 21.1% N/A

See accompanying notes and independent accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
SCHEDULE OF THE COMMISSION'S PROPORTIONATE SHARE
OF THE NET OPEB LIABILITY

Stanislaus County Post-Employment Medical Benefits Plan

Last Fiscal Year Ending June 30

2018

Commission's proportion of the
net OPEB liability (asset) 0.08549%

Commission's proportionate
share of the net OPEB liability
(asset) $ 28,134

Commission's covered-employee
payroll $ 205,386

Commission's proportionate

share of the net OPEB liability

(asset) as a percentage of its

covered-employee payroll 13.70%

Plan fiduciary net position as a
percentage of the total OPEB
liability (asset) 0.0%

See accompanying notes and independent accountant’s report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
SCHEDULE OF COMMISSION OPEB CONTRIBUTIONS

Stanislaus County Post-Employment Medical Benefits Plan

Last Fiscal Year Ending June 30

2018
Contractually required
contribution $ 1,439
Contributions in relation to the
contractually required
contribution 1,439
Contribution deficiency (excess) $ -
District's covered-employee
payroll $ 205,386
Contributions as a percentage
of covered-employee payroll 0.7%

See accompanying notes and independnet accountant's report.
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STANISLAUS LOCAL AGENCY FORMATION COMMISSION
NOTES TO REQUIRED SUPPLEMENTAL INFORMATION
JUNE 30, 2017 AND JUNE 30, 2018

Changes of Benefit Terms

There were no changes of benefit terms for fiscal years ended June 30, 2016 and June 30,
2017.

Changes of Assumptions

There were no changes in assumptions approved by the Board of Retirement for fiscal years
ended June 30, 2016 and June 30, 2017.
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631 15th Street Modesto, CA 95354
Phone (209) 236-1040 * Fax (209) 236-1068

Casey G. Jonnson, CPA, CVA, MBA
Micneice N. Martos, CPA, MBA

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Commissioners
Modesto, California

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund
information of the Stanislaus Local Agency Formation Commission (LAFCQO), as of and for the
years ended June 30, 2017 and June 30, 2018, and the related notes to the financial
statements, which collectively comprise LAFCO’s basic financial statements and have issued
our report thereon dated March 1, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered
LAFCO'’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of LAFCO’s internal control. Accordingly, we do not express an opinion on the
effectiveness of LAFCO'’s internal control.

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control that
might be material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. However, as described in the
accompanying schedule of findings and recommendations, we identified certain deficiencies in
internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. We did not identify any material weaknesses as a
result of our audit procedures.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. We did not identify and significant deficiencies as a result of
our audit procedures.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether LAFCO’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

LAFCQO’s Response to Findings

LAFCO's response to the findings identified in our audit is described in the
accompanying schedule of findings and recommendations. LAFCO's response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity's internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the entity’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

C}p@m&m ¢ Ossociares CPRs,cAnC |

Johnson & Associates CPAs, Inc.

March 1, 2019
Modesto, California
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Item 7A

EXECUTIVE OFFICER’S AGENDA REPORT
MARCH 27, 2019

TO: LAFCO Commissioners
Vil
FROM: Sara Lytle-Pinhey, Executive Officer 5t

SUBJECT: PROPOSED AMENDMENT TO COMMISSION POLICY 22 — AGRICULTURAL
PRESERVATION POLICY

RECOMMENDATION

Staff recommends that the Commission approve and adopt an amendment to Policy 22 —
Agricultural Preservation Policy related to collection of in-lieu fees, when used as an agricultural
preservation strategy.

BACKGROUND

Staff received a letter from the Keith J. Schneider of the Keystone Corporation requesting a
technical amendment to LAFCO’s Agricultural Preservation Policy (attached as Exhibit A). Staff
shared Mr. Schneider’s request with the Commission and received direction to bring back a
proposed amendment for their consideration.

DISCUSSION

The Commission’s current Policy states that in-lieu fees are to be collected “before the issuance
of a grading permit, building permit, or final map approval, whichever comes first” (emphasis
added). The proposed amendment removes the “whichever comes first” constraint and adds a
plural option to recognize that in-lieu fees could potentially be spread over multiple building
permits. A copy of the proposed policy amendment is attached in full as Exhibit B.

The “whichever comes first” phrase was originally included in the Commission’s Policy following
example language from Santa Clara LAFCO and the City of Hughson. A breakdown of how
other entities with agricultural preservation policies treat the timing of collection of fees is
attached as Exhibit C. Of note, Yolo LAFCO, Stanislaus County, and San Joaquin County also
tie mitigation collection to various development-related permits, but they do not include the more
restrictive, “whichever comes first” phrase.

Staff believes the more restrictive language was likely included in these policies to ensure that
the in-lieu fees were paid as near-to the impact or development as possible. However, in
practice, it is not uncommon for mitigation fees to be divided and collected upon the issuance of
individual permits. Removal of this restriction from LAFCO’s policy will allow cities additional
flexibility regarding when and how in-lieu fees are collected, should they be used as the
selected agricultural preservation strategy.

Comments from Interested Agencies

Staff conducted preliminary outreach with the planning directors from the nine cities, the County,
as well as representatives from the California Farmland Trust. A request for comments was also
sent out to interested parties and agencies on February 6.

E-mail correspondence was received from Denny Jackman, a Board Director for the California
Farmland Trust, who suggested that LAFCO Staff request updates from cities that are in the
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process of collecting in-lieu fees. Mr. Jackman also provided a spreadsheet that cities could
use to track the information. Individual cities are responsible for tracking and ensuring collection
of in-lieu fees. However, follow-up reports, while not required, would be of interest to the
Commission.

The Stanislaus County Environmental Review Committee submitted a letter indicating it had no
comment on the proposed amendment. No other written comments have been received as of
the drafting of this report.

Environmental Analysis

Staff has determined that there is no possibility that the proposed amendment to the Agricultural
Preservation Policy will have a significant effect on the environment. It is therefore found to be
exempt from the California Environmental Quality Act (CEQA) pursuant to Section 15061(b)(3)
of the State Guidelines. The proposed amendment is minor in nature and serves to clarify that
in-lieu fees may be collected at the time of building permit issuance. The proposed amendment
is consistent with the Cortese-Knox-Hertzberg Act (Government Code Section 56000 et. seq.),
which requires LAFCOs to consider the effects that a proposal may have on agricultural lands
(Government Code Sections 56425 and 56668(e)). Further, annexation and sphere of influence
proposals brought forth to LAFCO are subject to their own stand-alone CEQA review, which
evaluates proposals on a site-by-site and case-by-case basis. A Notice of Exemption is the
appropriate environmental document and has been drafted for filing should the Commission
approve the proposal (Exhibit D).

CONCLUSION

Staff recommends that the Commission, following the public hearing and consideration of all
relevant information presented, approve the proposed update and adopt Resolution 2019-05
(attached as Exhibit E), which:

1. Finds that the proposed Policy and Procedures amendment is consistent with State Law
as well as the overall goals of LAFCO;

2. Finds that the proposed Policy and Procedures amendment is exempt for the purposes
of the California Environmental Quality Act (CEQA) pursuant to Section 15061(b)(3);
and,

3. Adopts the proposed Policy and Procedures amendment to be effective immediately.

Attachments:

Exhibit A: Letter from Keith J. Schneider, Keystone Corporation

Exhibit B: Proposed Amendment to Policy 22 — Agricultural Preservation Policy
Exhibit C: Comparison Chart - Timing of In-Lieu Fees

Exhibit D: Draft Notice of Exemption

Exhibit E: Draft LAFCO Resolution 2019-05
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Letter from Keith J. Schneider,
Keystone Corporation
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KEYSTO!

\ L‘n\torporati.

KEITH SCHNEIDER
TELEPHONE: 209-480-2513 EXECUTIVE VICE PRESIDENT FAX: 209-895-9305
1700 KEYSTONE PACIFIC PARKWAY, C-3
PATTERSON, CA 95363

November 14, 2018

Ms. Sara Lytle-Pinhey
Stanislaus LAFCO

1010 10* Street, 3™ Floor
Modesto, CA 95354

Dear Ms. Lytle-Pinhey:

I’'m writing to respectfully request that Stanislaus LAFCO make a slight change in its Agricultural
Preservation Policy. The current policy under Paragraph B. Commission Evaluation of a Plan for
Agricultural Preservation, number 2b. reads as follows:

2b. An adopted ordinance or resolution has been submitted by the
Agency confirming that mitigation has occurred or requires the applicant
to have the mitigation measure in place before the issuance of a grading
permit, building permit, or final map approval for the site, whichever
comes first.

The existing policy wording is problematic in the sense a final map or grading permit precedes a
building permit and therefore requires the applicant to fund 100% of the mitigation payment for the
complete development project upfront. This financial burden isn’t a financeable expense and becomes
a serious impediment to the applicant or a subsequent builder to proceed with a project.

We respectfully request the wording be revised to allow the mitigation payments to be for each
lot or parcel for which a building permit is issued. This approach will allow the mitigation payments to
become an ordinary expense of a project rather than an extraordinary and burdensome early expense

which hinders economic development.

Please let me know if you have any questions or need further clarification of my request. We
would be happy to provide sample policy language if that would be of assistance.

Thanks.
Sincerely,

Miéer

Keystone Corporation
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EXHIBIT B

Proposed Amendment to Policy 22 —
Agricultural Preservation Policy



This page intentionally left blank.



Proposed amendments are shown as bold and double-underlined text on page 3.

Stanislaus LAFCO
POLICY 22 - AGRICULTURAL PRESERVATION POLICY

Agriculture is a vital and essential part of the Stanislaus County economy and environment.
Accordingly, boundary changes for urban development should only be proposed, evaluated,
and approved in a manner which, to the fullest extent feasible, is consistent with the
continuing growth and vitality of agriculture within the County.

LAFCO’s mission is to discourage urban sprawl, preserve open space and prime agricultural
lands, promote the efficient provision of government services and encourage the orderly
formation of local agencies. Additionally, Government Code Section 56668(e) requires
LAFCO to consider “the effect of the proposal on maintaining the physical and economic
integrity of agricultural lands.”

Consistent with the legislative intent of LAFCO, the goals of this policy are as follows:

e Guide development away from agricultural lands where possible and encourage
efficient development of existing vacant lands and infill properties within an agency’s
boundaries prior to conversion of additional agricultural lands.

¢ Fully consider the impacts a proposal will have on existing agricultural lands.
¢ Minimize the conversion of agricultural land to other uses.

e Promote preservation of agricultural lands for continued agricultural uses while
balancing the need for planned, orderly development and the efficient provision of
services.

The Commission encourages local agencies to identify the loss of agricultural land as early in
their processes as possible, and to work with applicants to initiate and execute plans to
minimize that loss, as soon as feasible. Agencies may also adopt their own agricultural
preservation policies, consistent with this Policy, in order to better meet their own local
circumstances and processes.

The Commission shall consider this Agricultural Preservation Policy, in addition to its existing
goals and policies, as an evaluation standard for review of those proposals that could
reasonably be expected to induce, facilitate, or lead to the conversion of agricultural land.

A. Plan for Agricultural Preservation Requirement

Upon application for a sphere of influence expansion or annexation to a city or special
district (“agency”) providing one or more urban services (i.e. potable water, sewer
services) that includes agricultural lands, a Plan for Agricultural Preservation must be
provided with the application to LAFCO. The purpose of a Plan for Agricultural
Preservation is to assist the Commission in determining how a proposal meets the stated
goals of this Policy.

The Plan for Agricultural Preservation shall include: a detailed analysis of direct and
indirect impacts to agricultural resources on the site and surrounding area, including a
detailed description of the agricultural resources affected and information regarding
Williamson Act Lands; a vacant land inventory and absorption study evaluating lands

Public Review Draft (Feb. 6, 2019) Page 1
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within the existing boundaries of the jurisdiction that could be developed for the same or
similar uses; existing and proposed densities (persons per acre); relevant County and
City General Plan policies and specific plans; consistency with regional planning efforts
(e.g. the San Joaquin Valley Blueprint and the Sustainable Communities Strategy); and
an analysis of mitigation measures that could offset impacts to agricultural resources.
The Plan for Agricultural Preservation should be consistent with documentation prepared
by the Lead Agency in accordance with the California Environmental Quality Act (CEQA).

The Plan for Agricultural Preservation shall specify the method or strategy proposed to
minimize the loss of agricultural lands. The Commission encourages the use of one or
more of the following strategies:

1.

2.

3.

Removal of agricultural lands from the existing sphere of influence in order to offset,
in whole or in part, a proposed sphere of influence expansion or redirection.

An adopted policy or condition requiring agricultural mitigation at a ratio of at least
1:1. This can be achieved by acquisition and dedication of agricultural land,
development rights and/or conservation easements to permanently protect
agricultural land, or payment of in-lieu fees to an established, qualified, mitigation
program to fully fund the acquisition and maintenance of such agricultural land,
development rights or easements, consistent with Section B-2 of this Policy.

a. In recognition of existing County policies applicable to agricultural land
conversions in the unincorporated areas, as well as the goals of individual
agencies to promote employment growth to meet the stated needs of their
communities, an agency may select to utilize a minimum of 1:1 mitigation for
conversions to residential uses.

b. Agricultural mitigation easements or offsets shall not be required for any
annexations of land for commercial or industrial development.

A voter-approved urban growth boundary designed to limit the extent to which urban
development can occur during a specified time period.

B. Commission Evaluation of a Plan for Agricultural Preservation

1. The Commission may consider approval of a proposal that contains agricultural land
when it determines that there is sufficient evidence within the Plan for Agricultural
Preservation that demonstrates all of the following:

a. Insufficient alternative land is available within the existing sphere of influence or
boundaries of the agency and, where possible, growth has been directed away
from prime agricultural lands towards soils of lesser quality.

b. For sphere of influence proposals, that the additional territory will not exceed the
twenty year period for probable growth and development (or ten years within a
proposed primary area of influence). For annexation proposals, that the
development is imminent for all or a substantial portion of the proposal area.

c. The loss of agricultural lands has been minimized based on the selected
agricultural preservation strategy. For the purposes of making the
determination in this section, the term “minimize” shall mean to allocate no more

Public Review Draft (Feb. 6, 2019) Page 2
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agricultural land to non-agricultural uses than what is reasonably needed to
accommodate the amount and types of development anticipated to occur.

d. The proposal will result in planned, orderly, and efficient use of land and
services. This can be demonstrated through mechanisms such as:

I. Use of compact urban growth patterns and the efficient use of land that
result in a reduced impact to agricultural lands measured by an increase
over the current average density within the agency’s boundaries (e.g.
persons per acre) by the proposed average density of the proposal area.

ii. Use of adopted general plan policies, specific or master plans and project
phasing that promote planned, orderly, and efficient development.

2. For those proposals utilizing agricultural mitigation lands or in-lieu fees, the
Commission may approve a proposal only if it also determines all of the following:

a. The mitigation lands must be of equal or better soil quality, have a dependable
and sustainable supply of irrigation water, and be located within Stanislaus
County.

b. An adopted ordinance or resolution has been submitted by the agency
confirming that mitigation has occurred, or requires the applicant to have the
mitigation measure in place before the issuance of a grading permit, building
permit(s), or final map approval for the site_whichever comes first.

c. The agricultural conservation entity is a city or a public or non-profit agency that:
has the legal and technical ability to hold and administer agricultural
preservation easements and in-lieu fees for the purposes of conserving and
maintaining lands in agricultural production; and has adopted written standards,
policies and practices (such as the Land Trust Alliance’s “Standards and
Practices”) and is operating in compliance with those standards.

d. The agricultural mitigation land is not already effectively encumbered by a
conservation easement of any nature.

e. Proposed in-lieu fees shall fully fund the costs associated with acquiring and
managing an agricultural conservation easement, including the estimated
transaction costs and the costs of administering, monitoring and enforcing
the easement. Should the proposed in-lieu fees be less than 35% of the
average per acre price for five (5) comparable land sales in Stanislaus
County, plus a 5% endowment, the applicant shall provide evidence that the
lesser amount will in fact achieve the stated agricultural mitigation goals.

C. Exceptions

The following applications are considered exempt from the requirement for a Plan for
Agricultural Preservation and its implementation, unless determined otherwise by the
Commission:

1. Proposals consisting solely of the inclusion of lands owned by a city or special district
and currently used by that agency for public uses.

Public Review Draft (Feb. 6, 2019) Page 3
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2. Proposals which have been shown to have no significant impact to agricultural lands,
including, but not limited to:

a. Proposals consisting solely of lands which are substantially developed with
urban uses.

b. Proposals brought forth for the purpose of providing irrigation water to
agricultural lands.

DEFINITIONS

Agricultural Conservation Easement: An easement over agricultural land for the purpose of
restricting its use to agriculture. The interest granted pursuant to an agricultural conservation
easement is an interest in land which is less than fee simple. Agricultural conservation
easements acquired shall be established in perpetuity (or shall be permanently protected
from future development via enforceable deed restriction).

Agricultural Lands: Land currently used for the purpose of producing an agricultural
commodity for commercial purposes, land left fallow under crop rotational program, or land
enrolled in an agricultural subsidy or set-aside program (Government Code Section 56016).
As used in this section, “agricultural lands” also includes those lands defined in Government
Code Section 56064 as “prime agricultural land” and those lands identified as “prime
farmland”, “farmland of statewide importance”, and “unique farmland” as part of the California
Department of Conservation’s Farmland Mapping and Monitoring Program.

Agricultural Mitigation Land: Agricultural land encumbered by an agricultural conservation
easement or other conservation mechanism acceptable to LAFCO.

Primary Area of Influence: The area around a local agency within which territory is eligible
for annexation and the extension of urban services within a ten year period.

Prime Agricultural Land: An area of land, whether a single parcel or contiguous parcels, that
has not been developed for a use other than an agricultural use and that meets any of the
following qualifications:

(a) Land that qualifies, if irrigated, for rating as class | or class Il in the USDA Natural
Resources Conservation Service land use capability classification, whether or not the
land is actually irrigated, provided that irrigation is feasible.

(b) Land that qualifies for rating 80 through 100 Storie Index Rating.

(c) Land that supports livestock used for the production of food and fiber and that has an
annual carrying capacity equivalent to at least one animal unit per acre as defined by
the United States Department of Agriculture in the National Range and Pasture
Handbook, Revision 1, December 2003.

(d) Land planted with fruit or nut-bearing trees, vines, bushes, or crops that have a
nonbearing period of less than five years and that will return during the commercial
bearing period on an annual basis from the production of unprocessed agricultural
plant production not less than four hundred dollars ($400) per acre.

Public Review Draft (Feb. 6, 2019) Page 4
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(e) Land that has returned from the production of unprocessed agricultural plant products
an annual gross value of not less than four hundred dollars ($400) per acre for three
of the previous five calendar years (Government Code Section 56064).

Sphere of Influence: A plan for the probable physical boundaries and service area of a local
agency, as determined by the commission (Government Code Section 56076). The area
around a local agency within which territory is eligible for annexation and the extension of
urban services within a twenty year period.

Public Review Draft (Feb. 6, 2019) Page 5
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EXHIBIT C

Comparison Chart —
Timing of In-Lieu Fees

15



This page intentionally left blank.

16



Policy Comparison: Timing of In-Lieu Fees

Stanislaus LAFCO
(current language)

“An adopted ordinance or resolution has been submitted by the
agency confirming that mitigation has occurred, or requires the
applicant to have the mitigation measure in place _before the issuance
of a grading permit, building permit, or final map approval for the site,
whichever comes first.”

Stanislaus County

“Final approval shall be obtained prior to any of the following: 1)
the issuance of any building, grading or encroachment permit(s)
required for development, 2) recording of any parcel or final
subdivision map, or 3) operation of the approved use.”

Santa Clara LAFCO

“LAFCO prefers that agricultural mitigation be in place at the time
of LAFCO approval or as soon as possible after LAFCO approval.
The mitigation (as detailed in the Plan for Mitigation) should be
fulfilled no later than at the time of city’s approval of the final map,
or issuance of a grading permit or building permit, whichever
occurs first.”

Yolo LAFCO

An adopted ordinance or resolution must be submitted “confirming
that mitigation has occurred, or requiring the applicant to have the
mitigation measure in place before the issuance of a grading permit,
a building permit or final map approval for the site.”

San Joaquin
County

“Submission of the required legal instrument or payment of the in-lieu
fee shall occur at the time of Grading Permit or Building Permit
issuance. ...The in-lieu fee shall be updated annually based on an
inflator that takes into account the inflation of property values...”

City of Hughson

“Final approval of any project subject to this program shall be
contingent upon the execution of any necessary legal instrument
and/or payment of fees as specified by this program. Final approval
shall be obtained prior to whichever of the following shall occur first:
(1) the issuance of any building grading or encroachment permit(s)
required for development; (2) recording of any parcel or final
subdivision map; or (3) operation of the approved use.”
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EXHIBIT D

Draft Notice of Exemption
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CEQA NOTICE OF EXEMPTION

TO:  County Clerk-Recorder FROM: Stanislaus LAFCO
Stanislaus County 1010 Tenth Street, 3™ Floor
1021 “I" Street Modesto, CA 95354
Modesto, CA 95354 (209) 525-7660

TITLE: STANISLAUS LOCAL AGENCY FORMATION COMMISSION AMENDMENT TO
POLICY 22 - AGRICULTURAL PRESERVATION POLICY

DESCRIPTION: Stanislaus LAFCO will consider an amendment to its existing Agricultural
Preservation Policy (Policy 22 of the Commission’s Policies and Procedures) regarding the
timing of in-lieu fee collection if being used as an agricultural preservation strategy. The current
Policy states fees are to be collected “before the issuance of a grading permit, building permit,
or final map approval, whichever comes first” (emphasis added). The amendment would
remove the “whichever comes first” constraint and add a plural option to recognize the in-lieu
fee may be spread over multiple building permits. The proposed amendment is being made in
accordance with the Cortese-Knox-Hertzberg Act (Government Code Section 56000 et. seq.),
which requires LAFCOs to consider the effects that a proposal may have on agricultural lands
(Government Code Sections 56425 and 56668(e)).

LOCATION: Countywide
PUBLIC AGENCY APPROVING PROJECT: Stanislaus Local Agency Formation Commission
CONTACT PERSON: Sara Lytle-Pinhey, Executive Officer, (209) 525-7660

ENVIRONMENTAL DETERMINATION: In this case, it has been determined with certainty that
there is no possibility that the policy amendment may have a significant effect on the
environment and therefore it is found to be exempt from CEQA pursuant to Section 15061(b)(3)
of the State Guidelines. The Local Agency Formation Commission will file this Notice of
Exemption upon approval of the policy amendment.

REASONS FOR EXEMPTION: LAFCO approval of such policies is encouraged under
Government Code 56000 et seq. The policy amendment does not involve, authorize, or permit
the construction of any facilities associated with any property. The policy amendment is minor
in nature and serves to clarify the timing of collection of an in-lieu fee when used as an
agricultural preservation strategy. It also allows for collection of an in-lieu fee to be spread over
multiple building permits. Approval of this policy amendment has no possibility of affecting the
environment directly or indirectly as LAFCO is not proposing the approval of any application or
engaging in any activity. The Cortese-Knox-Hertzberg Act calls for LAFCO to discourage urban
sprawl, preserve open space and prime agricultural lands, promote the efficient provision of
government services and encourage the orderly formation of local agencies. The Act also
requires LAFCOs to establish written policies and procedures to exercise its powers consistent
with its purpose. The policy amendment is consistent with the intent of the Act.

Signature: Date:
Name & Title:  Sara Lytle-Pinhey, Executive Officer
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EXHIBIT E

Draft LAFCO Resolution 2019-05
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STANISLAUS LOCAL AGENCY
FORMATION COMMISSION

RESOLUTION

DATE: March 27, 2019 NO. 2019-05

SUBJECT:  Adoption of Amendment to Policy 22 - Agricultural Preservation Policy

On the motion of Commissioner , seconded by Commissioner , and approved by
the following:

Ayes: Commissioners:

Noes: Commissioners:

Absent: Commissioners:

Ineligible: Commissioners:

THE FOLLOWING RESOLUTION WAS ADOPTED:

WHEREAS, the Cortese-Knox-Hertzberg Local Government Reorganization Act (Government Code
Section 56000 et seq.) is replete with provisions that grant to a Local Agency Formation
Commission (LAFCO) the authority to consider and provide for the preservation of agricultural lands;

WHEREAS, Section 56375(g) of the Government Code authorizes Stanislaus LAFCO to adopt
procedures and standards for the evaluation of proposals, including the effect of a proposal on
maintaining the physical and economic integrity of agricultural lands;

WHEREAS, Stanislaus LAFCO has adopted Policies and Procedures in accordance with the
Cortese-Knox-Hertzberg Local Government Reorganization Act and desires to adopt a policy to
more specifically address preservation of agricultural lands;

WHEREAS, the Commission conducted a noticed public hearing on March 27, 2019 to consider an
amendment to the Commission’s Policy 22 - Agricultural Preservation Policy (“Policy”);

WHEREAS, the Commission has considered the written staff report and testimony and evidence
presented at the public hearing held on March 27, 2019 regarding the proposed Policy amendment;

WHEREAS, adoption of the Policy amendment is generally exempt from the California
Environmental Quality Act (CEQA) pursuant to Guideline 15061(b)(3) as there is no substantial
evidence that the proposed Policy will have a significant effect on the environment; and,

WHEREAS, annexation and sphere of influence amendment proposals brought forth to LAFCO are

subject to their own stand-alone CEQA review, which evaluates proposals on a site-by-site and
case-by-case basis.
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LAFCO Resolution No. 2019-05
March 27, 2019
Page 2

NOW, THEREFORE, BE IT RESOLVED that this Commission:

1. Finds that the proposed Policy amendment is generally exempt from the California
Environmental Quality Act (CEQA) pursuant to Guideline 15061 (b)(3).

2. Directs the Executive Officer to file a Notice of Exemption with the Stanislaus County Clerk
Recorders Office.

3. Finds that the proposed Policy amendment is consistent with the overall goals and policies
of LAFCO.

4. Adopts the amendment to the Agricultural Preservation Policy, to be included in the
Stanislaus LAFCO Policies and Procedures Manual, effective immediately.

ATTEST:

Sara Lytle-Pinhey
Executive Officer

Attachment 1. Proposed Amendment to Policy 22 - Agricultural Preservation Policy
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Reclamation District Numbers 1602, 2031, 2101

RD 2101
(Blewett)

RD 2031
(Elliot)

W GRAYSON RD

S CARPENTER RD

MAIN ST

(Del Puerto /
Patterson'Ranch)

Source — LAFCO files, County GIS, Jan. 2019 .
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