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PROPOSAL NO.:  LAFCO 3149

HEARING DATE:  July 21, 2010
RESOLUTION NO. 3095

A RESOLUTION OF THE LOCAL AGENCY FORMATION COMMISSION OF THE COUNTY OF SAN
BERNARDINO MAKING DETERMINATIONS ON LAFCO 3149 ~ A SERVICE REVIEW AND SPHERE
OF INFLUENCE UPDATE FOR THE RIM OF THE WORLD RECREATION AND PARK DISTRICT
(affirmation of the existing sphere of influence as shown on the attached map, subject to
cohdit’iens}

On motion of Commissioner Derry, duly seconded by Comm;ssiener‘ McCai!on, and
carried, the Local Agency Formation Commtss;on adopts the foﬁcwmg resolut;on :

WHEREAS a service review mandated by Govamment Csde 56430 and a sphare of mﬂuenca
update mandated by Government Code Section 56425 have been conducted by the Local Agency v
Formation Commission of the County of San Bernardino (hereinafter referred fo as "the Commission”) in
accordance with the Cortese-Knox-Hertzberg Local Government Recrgamzataon Act of 2800 :
(Govemment Code Sections 56000 e tseg } and

WH&REAS ai the times and in the form and manner provided i)y an the Execut:ve Off’ icer has
gwen nc:isce cf *the pu ,heanng by the Commlsszon en {hts maﬁter, and

WHEREAS the Executtve Officer has rewewed avat!able mformai;on an{i prepared areport
including her recommendations thereon, the f;Etngs and repcrt anci reiateci mformaigon having been
presented fo and conssdered by this Commissi ion; and,

WHEREAS, a public hearing by this Cz}mmssszcm was called for July 2§ 2010 at tiwe tama and
place specified in the notme ef pubhc heanng, and,

WHEREAS, at ’the ,h' anng, thls Cammssswn heard and recelved ai! oral and written protests; the
Commission considered all-plans and prapasgd chareges of Ofgamzatm, cb;ectsons and evidence which
were maﬁe pr&ssnt&d orfi {ed t recelved evrdence asto whether the terrrtary is mhab ited or

heard in respect to any ma%ter re!atmg o the apphcat ion, in ewdence preseﬂted at the i';earmg,

WHEREAS, a statutory exemption has been %ssue;d pursuant to the ;)'row‘sicins of the California
Environmental Quality Act (CEQA) indicating that this service review and sphere of influence update are
statutorily exempt from CEQA and such exemption was adopted by this Commission on July 21, 2010.
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The Executive Officer was directed to file a Notice of Exemption within five working days of its adoption

WHEREAS, based on presently existing evidence, facts, and circumstances filed with the Local
Agency Formation Commission and considered by this Commission, it is determined that the existing
sphere of influence for the Rim of the World Recreation and Park District (hereafter shown as the
“District” or "ROWRPD”) shall be affirmed as depicted on the map attached hereto as Exhibit "A”, subject
to the following conditions:

1. For the next five years the District is required to provide the Commission annually with a copy of
its adopted proposed and final budget, its mid-year budget review and financial reports, and
copies of the audits presented to the District;

2. The District is required {o provide the Commission with an outline for comp letion of its
outstanding audits within the next two fiscal years;

3. The District is required to provide the County Auditor with copies of all audits and current budgets
and the State Controlier with copies of all audits as required by law; and

4. The District is to provide an outline of how it anticipates providing for management of the District
according 1o the requirements of State and Park and Recreation District Law,

WHEREAS, the determinations required by Government Code Section 56430 and local
Commission policy are included in the report prepared and submitted to the Commission dated July 13,
2010 and received and filed by the Commission on July 21, 2010, a complete copy of which is on file in
the LAFCO office. The determinations of the Commission are:

1. Growth and :popuiati‘on projections for the affected area:

Deveiopmeni in the San Bernardino rv%auntams is naturaily ccnstrameﬁ by rugged terrain, limited
access, and lack of support infrastructure, as well as by planning and environmental policies which
place much of the area off limits to significant development. The land ownership distribution and
breakdown within the District’s boundary are identified in the table and map below. Most of the
District's area is within the San Bernardino National Forest (owned by the federal government),
which is devoted primarily to resource protection and recreational use. Maximum build-out potential
is constrained substantially by the siope-density standards and fuel modification requirements of
the County General Plan Fire Safety Overlay.

Land Owner Boundary %
& Sphere
US ForestService | - 807 73.0% |
__ Private : ‘ 20T  269%
Total I 1104 | 1000%

Units in square miles , _ :
Source: County of San Bernardino Information Services Department
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Land Ownership Within
RINM-OF THE WORLD RECREATION & PARK GISTRFCT
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In general, the San Bernardino Mountains is one of the mc;st denseiy popuiated mourgtam areas
within the country and is the most densely populated urban forest west of the Mississippi River.

The District's service area includes commercial uses oriented to tourists and seasonal residents as

well as year-round residents. However, development in the District is primarily single-family

residentzal with roughly 83 percent of all homes being smg%e-fam;iy dwellings, many of which are
second or vacatxon home : The District currently has an estimated permanent population of
appmxxmateiy 34,000 (with 15,874 registered voters as of April 201 0).- ‘However, there is a large
seasonal population component as well as a substantial influx of visitors to the mountain resort

“areas. The seasonal population and visitors ‘are not reflected in available demngz‘aph;c statistics,
which count only year-round residents: 1t is estimated that the seasonal factors can approximately
double the peak population to an estimated 69,000.

The District's boundary generally anccrmgasses the Crest Forest, Hilltop, and Lake Arrowhead
Community Plan areas, exc!udmg the Cedarpines Park area. The population projections for all
three Community Plan areas exciud ing Cedarpines Park are utilized. By 2030, the overall
permanent population is estimated to reach over 47,000, “i'hts figure does not take into account
seasonal population and tourism. Even with the large increase in popu a’aon ihe area is not
aﬂtlclpai’ed to reach zts bulid-sut popuiatior; by the 2030 imﬂzsrz of thls ser\nce revxéw., ‘

' P . bbb 2000102030

Cammumty Pian coeobe 2000, 1 2008 2010 {2015 | 2020 | 2025 | 2030 | growthrate

Crest Fo:esf‘ i - 0,8341 - 10473|  11,154] 11,879 12651} 134731 14,345] - 459%

Hilliop.__ o i L g . B026) ...6508].. 7,020} . . 7591] . : 41 .. 06831 60.7%
La&eArzwhead : e MR I
Lake Arrowhea 'Commanity o o . A a e e

. Services Distriet .. L 12640} 13 364| 14,834] 16.468| ?8 278). 20288| 22334). .. 855%

. Remainder of Comm Plan__ | 6331 703|__780] 8664, . 8811 .1 0671 11741 . 85.5%

FOTAL . v 28,533 31 048 33 7971 36,802 w 0881 43 682 CATBA0E . 66.6%
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2030 as % of
Community Plan Build-out | Build-out
Crest Forest® 23,857 60%
Hilltop 27,376 . 35%
Lake Arrowhead
Lake Arrowhead Community

Services District 61,871 36%
Remainder of Comm: Plan 3,256 36%

TOTAL 51,233 93%

? Excluding Cedarpines Park
Source:  County of San Bernardino 2007 Community Plans; LAFCO
Notes: Does notinclude seasonal population or visitors
{talicized ﬂgures are calculated by LAFCO staff .
Ht! top Csmmunziy Plan fepresenis Arrowbear/Green Vailey Lake/Running Springs

Present aa’zd p!ar:naﬁ capaczt’y of pubﬁlm facilities and aéequacy of public services, including
infrastructure needs or deficiencies:

The District does not have a current master plan or other studies to reference. The District in 1989
adopted a Park and Recreation Master Plan, on file at the LAFCG staff office; but no update or
further rev:ew has occurred

The District is authorized by LAFGO to perform Park and Recreatzoa services wzthm its boundaries.
The District opera%as over 20 acres of park space which includes bail fields, roughl ly 7,200 square
feet for two senzor]cammamty centers, and over 4,100 square feet of child care facilities. The
District offers the full range of recreation programs which include swimming, teen and senior
programs; CPR classes, dance, martial arts, etc. A listing of the facilities and services is shown on
the chart below. :

5 ?acﬁ;ty Area Size OwniLease
Crest Forest Community. ) . o . -
Lake Gregaw Park & Ball Field | Crestline 276acre | |lease

, Lake &rrowhead Commumty : - L
District Office..- . : ’ Rim Forest 780080 & Qwn -
Senior/Community Center - Min C{:mmanxttes Twin Paaks 3280 sq # Own
Twin Peaks Ball Field/Rotary Centennial Park | Twin Peaks 11.57 acre Own
Childeare — Grandview Elementary Twin Peaks . NIA Own
Childcare - Lake Amwi’z'eacf Elementary Lake Arrowhead | 2190 sqft Own
Arrowbearf@reen Vailey Lakel
Rsnnmg 3prmgs Community , o
Arrowbear Park & Ball Field Arrowbear 105 acre Own

Benior/Community Center.— Hootman Running Springs | 3960 sq 1t Own
Runriing Springs Ball Field -Running Springs | 4.32 acre Lease
Firehouse Play Area Running Springs | 0.99 acre __ QOwn
Public Restroom RunningSprings. | . N/A | _Own
Childeare ~ Hoffman Elementary Runmng Springs 860 sq ft Own
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The District does not own all of the facilities as shown on the chart above. The District has entered
into a joint use agreement with the Rim of the World Unified School District for use of school owned
areas and facilities for recreation programs and licensed before and after school child care. The
childcare facilities are modular and are owned by the District but operated on school district -
property. The District has ieased for $1 per year the San Moritz ball field at the Lake Gregory Park
from County Regional Parks; the current amendment to the lease is scheduled fo expire December
31, 2010. Additionally, the District maintains the Running Springs "Caplinger” ball field which is
owned by the Rim of the World Unified School District,

The figure below shows the boundaries of the District and its owned and leased facilittes. For the
purposes of this section of the report and for ease of representation, the Lake Arrowhead
community is that of the Lake Arrowhead Community Services District. At the beginning of the

. processing of this service review LAFCO was presented with concern that the Lake Arrowhead
community received an inequitable share of facilities and services in comparison with assessment
revenue generation. In looking at this issue, this area represents 54% of parcels and assessments
levied within ROWRPD. As the figure below shows, the proportional breakdown is as follows:

One park/ball field out of five total (20%),

One park/ball field out of three that are owned by the District (33%),

One community/senior center out of two (50%),

Two childcare programs sites out of three (66%)

Zerc public restrooms that are not associated with a park out of one (0%), and
The Dnstﬁc{ afﬁca is a 50 %ecaied in the Lake Armwhead cammumty

® @ © & ° o

Removing the pubitc res%mom r;ct assocuatad Wi th a park from the anaiysxs the Lake Arrowhead
community receives proportional services from the District and has 50% of the community/senior
centers and 66% of childcare program sites. However, the Lake Arrowhead community has an
inequitable share of park facilities with only one park. The District has indicated that the proposed
Lake Arrowhead Community Park (undeveloped property owned by County Service Area 70 Zone
D-1) could be developed as a joint enterprise with the District; however, this option remains unclear
due to the District’s financial constraints. Should this oceur, the District would operate and maintain
two parks within the Lake Arrowhead community. The County Special Districis Departmen% plans to
operate and maintain the proposed park %hroi;gh CSA ?‘G Zone D-1,
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. IV OF THE WORLD RECREATION AND BARK DETRICE PERECACRTIG B

The District states that demand for the use of sports fields and indoor gyms exceeds the current
faciiities. Further, the District has noticed an increase in the utilization of the facilities and its
recreational programs, especially the ball fields. This increase in demand correlates to the increase
in population within the past ten years. Expanded shared facility sppartum’aes exist with the School
District and other ocai agencxes

As a cost. savmgs measure in fall 2009 the District ciosed the Valley of Encham‘ment chzidcare site
dae to low en:oliment Also for summer 2010 the &randwew Eiems«ntary and Laka Vsew

determine if enro!iment 3usttf es reopening Qperat;m of the separate sttes.

Atits May 24, 2010 meeting, the ROWRPD Board accepted a $15,000 grant from the discretionary
funds of Third District Supervisor Neil Derry for repairs to the Twin Peaks bali field, which included
repairs to the infield, outfield, fence, and backstop.

Financial ability of agencies to provide services:

The District has provided LAFCO with financial statements from FY 1898-00 through FY 2005-06
(the most recently accepted audit conducted by the District), past and current budgets, and financial
spreadsheets. LAFCO has also obtained financial data from California State Controller reports for
special districts and assessment and foreclosure data from the San Bernardino Assessor's Office,

The Commission is concerned that audits for the District have not been conducted within 12 months
after the end of the fiscal year as required by State Law. Each year the proposed budget is
presented to the District board during a publi¢ hearing without benefit of audited information on its
financial position. Therefore, a complete presentation of the District's current financial position
cannot be provided in this report or to the Board of Directors during its budget considerations.

The base year used is FY 2005-08; and where materials are available, the information has with
financial information for later years.
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A. Overview

Since at least 1988-99, the District has been faced with severe financial constraints and
governance challenges. The financial burden of the District stems from a combination of two
factors. First, the continual lack of proper oversight by the board of directors regarding its finances
and governance has contributed fo questiocnable practices and a lack of adherence fo financial
regulations. .

Second, the primary source of income is through the $10 per parcel annual assessment that was
approved by the voters in 1983. However, the $10 assessment approved in 1983 did not include an
inflation factor. If the measure in 1983 included an inflation factor, $10.00 in 1883 would have the
same buying power as $21.85 in 2010. Unfortunately, the measure did not have an inflation factor
and $10.00 in 2010 has the same buying power as $4.58 in 1983. Therefore, revenues have been
stagnant while costs have increased. As a result, the District has operated with a continuing net
loss since at least 1998-99,

These two factors combined have eliminated reserves, reduced the District’s cash balance to near

. zero, decreased services, led to deferral of facility maintenance, deferral of the preparation of
financial statements, as well as payments owed to the County Registrar of Voters for past elections.
As a result of the lack of funding, the District took out short-term loans for operational funding
utilizing a park facility as collateral and received advances from the County Auditor against
anticipated assessment collections in order to cover salary and benefit operating costs. The total
deb@ to the C{::unty at one point reached roughly 40% of its amuai revenue.

Desi nng areturn to financial smivency arzd to keep park and recreation services in the control of an
independent local district, ROWRPD board members and staff as well as a community group
promoted the passage of a measure to increase the per parcel assessment from $10 to $22. In
April 2010, the measure passed and the additional assessment revenue could generate up to
- $432,000 per year. As a cost savings measure, the District c:urrer;ﬂy contracts with the County
Spemal Dlstrzcts Bepartment for an m‘tersmipart-ttme ganarai manager

B Statutcrv Reciuerements

: Re1ated to the ;govemance of the D;strzc’t the Cc»mmzssmn_ has.. concerns. whzch include the apparent
: _ s of the Government Code and to the

1 through the rewrste of “Recreation and Park District Law” {Public
‘The issues needing to be addressed include the following:

v Resourcesfc{:de 5780 et seq.).

o Regular Aud ﬁovemment Code 26909 requlres all dzstr;cis to provide for reguiar audits, and
this requirement is reinforced by “Recreation and Park District Law” [Public Resources Code
5?88 25(3)1 Due to revenue censtramts, the. Dnstnc% deferreé {;omp[ettez‘t c:ef ndependeni

'presentéd to fhe stt’hc”t board dunng a ;mbhc héar&mg w;thaut beneft of audited mforma%mn on
its financial posmon : :

' Dur ng the processzﬂg of this service rev;ew, ihe mtenm genera% manager has md:cated that the
Dtstnci intends to c:t}mpiete the FY 2006-07 and FY 200?«08 fi ﬁana;ai statements by June 2011
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and complete the FY 2008-09 and FY 2008-10 financial statements by June 2012, This will still
leave the District one year in arrears, with the projection that in June 2013 it would be current.
Given the uncertainty of the District’s true financial position and desire by the voters to continue
park and recreation services under local control, the Commission recommends that the District
accelerate its stated fimeline for completion of past due audits fo the end of June 2012, Absent
the acceleraled schedule, the Commission recommends that as a condition of the sphere
update should the District deviate from this timeline that the County Auditor compiete or contract
with an independent auditor to complete the audits, pursuant to Section 26909, whereby any
costs incurred by the County Auditor in completing the audit shall be borne by the District.

Section 26909 also requires districts to file a copy of the audit to the State Controller and county
auditor within 12 months of the end of the fiscal year. According o records from the State
Controller, there is no record of an audit being filed. According fo records from the County
Auditor, the last audit received was for FY 2004-05 on July 15, 2008. As a condition of approval
of the sphere of influence update, the Commission is recommending that the District be required
to provide the County Auditor with copies of all accepted audits.

Regular Budgets - Public Resources Code Section §788.5 requires the adoption of a final budget
by August 30 and that the board of directors shall forward a copy to the county. A review of
District records indicates that it has anriually adopted a final budget each year. However, County
Auditor staff has indicated that the last budget received was for FY 2002-03. As a condition of
approval of the sphere of influence update, the Commission is recommending that the District be

required to provide the County Audltor with copies of all approved budgets up to FY 2010 EER

Finance Officer — The provision (}f Recreati ion and Park District Law require the Dzsi’nci to have
certain Zypes c:»f em;;loyees Spec;f caEEy, pursuani io Publi c Reseumas Coda Sactaerz 5784.9(e),

“The boarci of d;fectofs shaf appoint a person who shall he known as ihe finance aﬁ‘“ icer, who shall
serve at the pleasure of the board of directors. The finance officer may be a member of the board
of directors, the general manager, or the office of finance officer may be consolidated with the office
of secretary. The board of directors shall fix the amount of and approve the finance officer's bond.”
Further, Section 5784.9(}) states that, “The finance officer shalf install and maintain a system of
auditing and accounting that shall completely and at all fimes show the financial condition of the
district”.

According to the District, there is no appointed finance officer at this time, or any record of one in
the past. The lack of an appointed finance officer has contributed to the lack of regular financial
audits and lends to the lack of a current financial picture of the District. The Commission
recommends that the District be required to show that it is in compliance with “Recreation and
Park District Law” with a bonded finance officer who shall maintain a system of audstmg and
accmunizng

¢ County Treasurer and Depositary - Public Resources Code Section 5784.7(d) states that the

county treasurer shall act as the district treasurer. The District has notified LAFCO that it holds
funds and draws payments from a depositary outside of the county treasurer. Section 5784.9 et
seq. allows for a park district by resolution to designate an alternative depositary (a bank or
savings and loan) as the depository of any or all of its funds. Further, the district and the county
board of supewisars shall determine the transfer date of the district’s funds to the depositary,
For any funds remaining in the county treasury, the county treasurer shaﬁ be the depositary for
funcis not des;gnated at an alternative deposlzary
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No information could be provided that the District took action by resolution to designate an
alternative depositary outside of the county treasurer or that the County and the District
determined a muiually acceptable date for the fransfer of the District's funds o an alternative
depositary.

o County Treasurer and Payment of Claims - Public Resources Code Section 5788.23 requires all
claims against a district to be paid by the board of directors by warrants drawn on the treasurer.
The District pays for its services and supplies through an account with Bank of America where its
funds from payments for childcare and/or recreation services are deposited. However, the
District could not provide information that it took action by resolution to designate an aiternative
depositary outside of the county treasurer. Therefore, it remains unclear that the District is

allowed to draw warrants on any other depositary than the county treasurer.

« Investment Policy — As stated in the last audit conducted, the District has not adopted an
investment policy as required by the Government Code 53635 et seq. Therefore, the District has
not addressed interest rate, credit, or custodial risk. Currently, the District has its cash in bank
deposits.

C. FY 1999-2000 through FY 2005-2006

For FY 1998-99 through FY 2005-06, the last audited year, a few trends stand out. First, when
removing one-time cash infusions due to short-term loans, expenditures annually exceeded
revenues. Second, since at least FY 2003-04 expenditures exceeded revenues for the childcare

~ enterprise activity, which should be a self-supporting enterprise. Third, the balance in the County
Treasury continued tc: dwindle, ‘and went into negati ve temtory :

Even wzih ihe additional revenus, it should he noted that the District dsfen‘ed paym@nis delayed
facility maintenance, reduced payroll, fe%" nanced an mterest only loan, and execuied notes payabie
to pay for aperatmg expenses ; :

Notewarthy is the $296 280 in FY 2005-06 identified as Capﬁal Oiztlay This f‘ igure is mt reiated to
capxtai expenses rather, it is adjusting joumal enmes io i?}e audit that primariiy is compnsed cf
pnor to FY 2005-06 actually contain addincmai Josses but the entries do ndt tdentify the year of
occurrence. These issues have contributed to the lack of a clear paciure of the District's finances
over the years. . ;

Throughout this tima i%'le District eperated its funds by mamtamzng accounts inthe Cmumy Treasury
and ata prfva‘ée mshtut ion.

s For the County T?éasz;'ry, the District annually requested the County to provide the District with a
constitutional advance of its assessment collections, which were deposited into the District's fund
at the County Treasury Paid from the District’s fund at the County Treasury were the District's
salaries and benefits. In general, the assessment disbursements ($300,000) were about
$200,000 less than the annual salaries and benefits ($500,000). However, the County Treasurer
as the depositary was still fequsred to pay salaries and benefits and ;::rmmpal payments on loans.
These actions contributed fo the growing deficit in the County fund. As an example, the District's
identifies that oni July 23, 2002, the County Board of Supervisors approved the annual
constitutional advance of the anticipated revenues for FY 2002-03 for $301,791, of which
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$98,847 wouid be advanced to the District in July and the remainder being restricted to payment
for salaries and benefits and principal payments on the loans.

With the private bank account, the District utilized receipts from rent, childcare, and recreation
activities o pay for services and supplies.

Notes Payable

With declining revenues and increasing expenditures, the District annually sought approvai each
year to receive an advance of its assessment distribution from the County against anticipated
assessment revenues. in June 2001, the County Auditor-Controller/Recorder notified the District of
its inability fo advance assessment revenues beyond the anticipated limit of $315, 000. In response
to this anticipated shortfall, the District secured loans to cover expected obligations, reduced
expenditures, and sought additional revenue to assure future continuing operations. The loans that
the District secured were two notes payabie, as shown below:

On November 20, 2001, the District executed a note payable for $151,270 for working capital
purposes. The note was secured by the District's Twin Peaks property. The note required semi-
annual payments of $25,000, with interest paid monthly. The final payment was made July 2004,

On Aprit 28, 2002, the District executed a note payable for $50,550 for working capital purposes.
The note was also secured by the District's Twin Peaks property. The note required semi-annual
payments of $10,110, with interest paid monthly. The final payment was made in July 2004,

On March 1, 2001, the District executed a note payable for $600,000 to purchase and secure the
District office building. Given the revenue consiraints of the District, the note payable was an
“interest only loan” and the note required monthly interest payments set at 8.5%. The principal was
due on March 3, 2006, and the District did not project the ability to have the required $600,000. In
November 2005, the District refinanced its $600,000 note payable with Union Bank for $606,000.
The note requires monthly payments of $4,037 (principal and interest based on a 25-year
amortization schedule at an interest rate of 6.35%). At the end of the tenth year, a balloon payment
of the remaining balance is due and payable. The annual schedule is shown below:

_ Flsecal Year Ending June 30, ___ Principal Interest
2007 § 10,896 $ 37744
2008 11,306 37,044
2009 12,141 36,299
2010 12,934 35,506
2011 13,780 34,660
2012-2016 . 588,290 141,470
Totls . _8 599,287 $ 322723

Sr.:mrce FY 2(305—06 Ftnanc;ai Statement

Of primary concem to the Commission is the final balloon payment due in 2016. From FY 2006-07

through FY 2014-15, the annual payment will be $48,440. However, the remaining balance of
$486,000 is due and payable in 2016. In looking at “Recreation and Park District Law” regarding
acquisition of real property and indebtedness, Public Resources Code Section 5788.21 allows a

park district to acquire any necessary real property by borrowing money, hcwever it limits the time

10
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frame for borrowing. Specifically it states that any indebtedness shall be repaid within 10 years
from the date on which it is incurred.

D. FY 2008-07 through FY 2010-11

As shown in the figure below, Assessment Income declined from $472,499 in FY 2006-07 to
$361,494 in FY 2009-10, a 23% decline. Additionally, during the same time period Fees and
Charges declined from $350,234 io $296,926, a 15% decline. A reduction of 23% and 15% of the
top two revenue sources would at the least challenge any agency’s ability to continue to provide
services and debt repayment. In the case of ROWRPD, this reduction, coupled with its running
negative equity in the County Treasury, hindered its abllity to continue adequate service provision,
as explained in detail below.

Rim of the World Recreation & Park Dzstrxct FY 0006-07 thmugh FY z010-11

FY 2006-67 £Y 2087»&8 EY 2&88 03 FY 2899-19 EY 2010-11

. Actual Actual Actual . Estimated Prelim Budget
IREVENUES: Amount % Amount % Amount k) Amount - % Ampiunt %o
Fees & Charges $350,234  39% $356.174  41% 5332082 43% | $206.928  40% [ §305000 26%
{Rentat Income 58,751 7% 72812 &% 85,740  B% 54,610 % 86,223 7%
Assessment Income 472,499 B3% 406,886 46% 363,722 . 471% 361,484 48% 755,000  65%
IDonations 5,140 1% 10,288 1% < 13228 2% 32157 4% 20,000 2%
linterest 20 0% 4 - 0% L 0% 0 0% 0 0%
Other i : 3B47 . 0% 28210 3% 3068 0% ... 648 0% b 0 0%
TOTAL REVENUE 5860481 . 100% $875475 100% $777.842 100% | §745836 100% i $1,166,223 . 100%
F‘.XPEN$ES : - B : . : :
Salaries & Behefits $465.960 . 52% $552,364  60% $488,345 £1% | $401.284 52% $461 53G 5%
Professional Services 28,058 - 3% 35887 4% 21,184 3% 80,624 - 12% 110,800 12%
Structural Maintenance L85 975: 11%. |~ 30,859 3% 26728 3% 43,488 - 2% 40,400 4%
Cther Bervices & Supplies 1 23‘% 88 20% 951531 27% 1 210021 2e% | 210973 28% 241435 - 27%
Loan Paymenits - bullding 48440 5% 484407 8% 1. 48440 . 8% CABA40 B% | MR 440 5%
TOTAL EXPENDITHRE - {- $§0€;829 100% $918,081 100% § . $794,716. 100% 1 $764.518 . 100% | .$802,705 . 100%
NET GAN{LOSS) . = (311 168) co (543,606} 148168874 ¢ - | ($18,683)
County Treasury Balance (3%35 59%)- s {512& {367} : {5165,720). 4.48183,700) .

) Percerﬁages caicufated by, LAFCO staf{

FY 201&11 Hst: Gam does not inciude pmﬁébié dei}t renaymenﬁs tca the County Cauaty Treassry Baiance thamec! fmm caurﬁy

mazﬂtam viabi isty tnéiudiﬁg a reductzan in payroii ané a sharp drcp mStnictural Mam’fenance (as
shown on the  figure). Even wuth these c{zts the Dtstﬂ_ct needed to take e:iracoman measa;res to stay

. opti . 1e chosen, eliry in. :
help pay off the debt to ihe County Since Jlgiy 2009, the Dfsinct has comracted wnih th ﬁounty of

San Bernardino Special Districts Department for the services of an interim/part-time general
manager. The current amended contract is scheduied to expxre December 2010,

asa cost savungs measure, in fa[l 2{){)9 the Dls‘sr;ci clased ﬁ*&e Val [ey of Enchantment
childcare site dué to low enroliment. Alsa, for the summer 2010 the Grandview Elementary and
Lake View Elementary childcare sites were consolidated When the school year begms the

District wsli determzne if enmilment ;usﬁf es. ihe ap ation of separate sites.
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The District has received advances from the County Auditor against anticipated assessment
collections in order to cover salary and benefit operating costs. The District estimates that by June
30, 2010 the remaining balance owed to the County will be $273,700. Below is an outline of the
costs which make up this amount:

%

Registrar of Voters - $104,807 owed for previously conducted but unpaid elections.

o $35,548 remaining for the 2005 election for a seat on the board. The District agrees by
letter to pay the ROV $8,000 by June 30, 2008 and the balance of $31,549 by June 30,
2009. The District paid $4,000 of the $8,000 promised in March 2008.

o $65,701 for the 2007 failed assessment increase bailot measure.

o The District was required by the ROV to pre-pay $55,000 for the April 2010 assessment
increase ballot measure. The actual cost of the election was $3,557 over the ROV
estimate., .

e Auditor/Controller-Recorder - $275,454 owed since October 2008. The District anticipates to
have paid $121,754 by June 30, 2010, which would leave a balance of $153,700. -

» Special District Department - $18,750 in outstanding payments for contracting for an interim
generai manager. ,

E. Beyond FY 2010-11

On April 6, 20190, the voters within the District approved Measure N {(69% in favor) which increased
the existing $1G special tax by $12, to a total amount of $22 per parcel. The much needed
additional revenue will increase assessment revenues by up to $432,000. As a part of the
campaign for Measure N, the District, in March 2010, adopted a tentative schedule for use of the
additional revenue. As the chart shows, the first three years focuses on repayment of the County
debt and deferred maintenance. With the County debt anticipated to be repaid by the end of FY
2012-13, those revenues were to be shifted to capital improvements. Additionally, the District has
stated that it would like to reserve 10% of the annual budget amount, although no reserves
currently exist. By the end of FY 2013-14, the Q;stuct should have obtamed a 10% reserve.

Acmity .FY. 10«11 _FY 11-12. FY"EZ.-13 FY.'13-’§43 F.'Y 14-15 Total
Additional fimds:@$1.2x 36,000 | $432,0001 § 432,000] $432,000 | $432,000 1 $432,000] $ 2,460,000
{Proposed Debt Repayment 1-$101,115 1 $ 101,116 1810111518 -1 % -1 8 303,345
Beferred Maintenance e 1B 140,300 $ 1355001 $138,80018 -1 8 -1 & . 414,800
Capital Improvements $ 634401 8% 53,140 1 5:80,1401 52812401 $211,240: % 669,200
Operations . $ 107,145 1 § 107,145 | $107,145 | $ 115,760 | $185,760 | § 622,955
Resewes!ﬁmergency Funds $ 2000018 3510018 2480013 35000i% 35000]% 149,900
ITotal Expenses $ 432,000 | $ 432,000 | $432,000 | 432,000 | $432,000 | $ 21 60,000

Jsource: Rim of the Worid Recreation & Pa'ik District - 5 Yéér Projection for Ad 8iticma! Assessment Revenue

However, LAFCO has ieamad that ih:s schedute is no Eonger vzabie m that the Couﬁty will not agree
to a three year payment schadule for ihe D;sinct‘s debts to the Ceunty Therefore zhe adopted
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operations or capital improvements, and a much smaller amount for deferred maintenance during
FY 2010-11.

This figure above assumes a full collection rate of $432,000 annually. However, according to
information provided by the County Auditor-Controller/Recorder/Treasurer/Tax Collector, 83.29% of
the District's assessments were collected in FY 2008-09 (10.71% delinquency rate). Applying this
collection rate would yield the District a more likely figure of $385,733 in additional revenue rather
than $432,000. The District's FY 2010-11 Budget accounts for a similar reduced collection amount.

Additionally, the figure above identifies a total debt repayment of $303,345. Absent from the figure
above is payment for the note payable for purchase of the District's office building. According to
the schedule, there would be $488,000 remaining in 2016, when the balloon payment is due.

F. Financial Summary and Conclusion

The financial documents provi ded by the District and data obtained from the State Controller, i
addition to interviews with the District, andlcate that the District has had and continues to exgeneme
financial and governance challenges. This is evidenced by the deferra! of debt payment, excess of
expenditures over revenues, lack of adherence to statutes governing financial activities, the
dwindling of the fund balance at the County Treasury to a negative balance, and the lack of a
reserve. Any one of these is a concern, but in combination they signal a failing agency.

~ The voters within the District in April 2010 approved Measure N (69% in favor) which increased the
existing $10 spaczai fax by $12, to a total amount of $22 per parcel. More than daublmg the
District’s primary revenue source will- provide an opportunity for the District to repay its debt
obhga’nms take care of deferred and much needed maintenance, and build a minimal reserve fund
within a few years. During the processing of this service review, the interim general manager has
stated that it is the District's intent is to hire a full ime generai manager after the County debt is
repaid: After that, the additional revenue shoild provide an opportunity to fund significant capstal
zmprovements and operatlcns No other future plans were pmwded by the District fcr this semce
review. =

However, due to the lack of current audits for the District, the historic lack of adhérence fo the
financial statutes, and the | large dabﬁ it has amassed with the County, itis not clear to the
Commission if the additional assessment revenue will be sufficient in the short-run fo correct the
continual decline of the District. Without changes in governance that respect the requirements of
California-Government Code and Recreation and Park D;stﬂct Law, the Ccmmlasmn is not assured
thai the operations wuf change course : :

3tatus uf and oppfmumt;es for, shared facri;t:es*

ROWRPD has entered mizo a pmt use agreement with the Rim of the Worlci Unified Echooi District
for use of school owned proper’ty and facilities for recreation programs including licensed before
and after school child care. ‘Additionally, ROWRPD shares the San Moritz ball field at the Lake
Gregory Park through a lease with County Regional Parks as well as maintaining Running Springs
“Caplinger” ball field which is owned by the Rim of the World Unified School District. ROWRPD has
indicated that the proposed Lake Arrowhead Commuinity Park (undeveloped property owned by

- County Service Area 70 Zone D-1) would be: constructed by CSA 70 Zone D-1, but operations and
maintenance could be contracted with ROWRPD. However, no mformatton or docum entation of
such rzegcut jations was provided darmg this serv ce review,
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Accountability for community service needs, including governmental structure and
operational efficiencies:

Local Government Structure and Community Service Needs

The District is an independent special district governed by a five-member board of directors elected
at-large. Members are either selected by vote of the electorate or are appointed in-lieu of election
by the County Board of Supervisors to four-year staggered terms. According to records with the
Registrar of Voters, since 1996 the District has had only one election in 2005 for membership.
Interest.in serving on the board of directors’ for the District appears to be limited. This is supported
by the lack of elections held within the past decade. In general, poor financial health and lack of
interest in governance are prime indicators of struggling agencies. Below is the current
composition of the board, their positions, and terms of office:

gh Bialecki - | Chairman | 2011 |

Davis Hopper 1. Vice Chairman | 2011,
Laura Dyberg: | Secretary .. | 2013
Ronald Pete Hall | Member 2013
Rick Craig ..~ | Member 2013

Regular Board meetings occur on the fourth Monday each month at 6:00p.m., except the November
and December meetings are combined and held the first Monday of December Board meetings
are typically held at the District's office uﬂiess another locatson is spec ified.

T?}e;i}xstzzci is =_c:ampﬂ_s__ed of -fuur df\{%SfﬁnS; &dminzst:ja;zan, Facil ities (parks, ball fields and
senior/community centers), Recreation, and Child Care. There is one full-time benefited employee
and three near-full time (70-80 hours per week) employees without the receipt of benefits as well as
part-time seasonal maintenance employees and 14 part-time child care employees. The District
office is open Monday through Friday from 9am to 5pm except major holidays.

Oggraticn'aia‘ifﬁcieacy -
Operaﬁonai eﬁ” iciencies are realized through several joint agency practxces for example:

o Cor;tracimg wsth County of San Bernard;no Special Districts Department for the services of a
general manager, The District board of directors eliminated the general manager position in
order o help pay off the debt fo the County. Since July 2009, the District has contracted with the
County of 8an Bernardino Special Districts Department for the services of an interim and part-
time generai manager. ‘i“hee current amendeci contract is scheduled to expire Qecember 201 0.

» California Association for Park and Recreation Insurance (CAPRI), a liability i insurance poo[
administered by the California Association for Recreation and Park Districts, This organization
also coordinates the legnslatwe actwstaes ofits members and is the legislative advocate for its
members

J Other jemt agency membershtps include: California Special District Rssk Management Authority,
California Special District Association, and California Park and Recreatxon Society.
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e The District has been allowed to participate in the San Bernardino County Employees’
Retirement Association. SBCERA is a cost-sharing multiple-employer defined benefit pension
pian operating under the California Emplovees Retirement Act of 1937.

¢ The Rim Recreation Foundation, a non-profit organization, provides community outreach,
fundraising, and volunteer services regarding park and recreation matters within the boundaries
of the District.

{

Government Structure Oplions

There are two types of government structure options:
1. Areas served by the agency outside its boundaries through “out-ocf-agency” service coniracts;

2. Other potential government structure changes such as consolidations, reorganizafions,
dissolutions, etc.

Cut-of-Agency Service Agréeménts:

Public Resources Code 5786(c) allows for a park district to operate recreation facilities inside and
outside of its boundarie es The District has identified that aliof its faczhttes and operations are within
its boundaries.

Public Resources Code 5786.13 alfcws a park district to contract-out as well as deliver services and

programs to other agencies. The District Board of Directors contracts with the Couniy Special
Btszncts Department to provs::fe fsr management and admmlstratlon of the Dtstr c:t LAFC:C}

: wh:ch reqmres LAFCO review and appmval

Govemmeﬂt Structure C}pz‘fons

While fi‘ze discussion of some gavemment structure opttans may be theoretical a service review
shca%ci address passxbie optznns , :

-Exgan sion = Ex;}anszon Gf the st’iﬁct’s sphere of mﬂuenoe and bour;danes to the northwest to
include the Cedarpines Park: area is the only terrttsry that would include a sigr nifi cant population
(four square miles comprising sections 17-20 of TO2NRO4W) and utilize District services.
Currently, County Service Area 18 provides park and recreation to the majority of the
Cedarpines Park area; the remainder is not within the boundary or sphere of influence of a park
and recreation provider. The registered voters, landowners, or the District could submit an

: ap;;:hcatzen 1o LAFCO for the District to assume responsibility for park and recreation services to
the area. In this scenario, the District would annex four square miles, be responsible for
providing park and recreation services to the area, and would succeed to CSA 18's park and
recreation assets, Elabz ities, and share of the general property tax levy. LAFCO is not aware of
any interest in this area being annexed 16 the District. Given the pasi and current nature of the

Dzstrtct’s fmances arzd operatmnal chalienges support ?br th;s option is unliket y at ii‘us t;me

cD;ssolutlon of the D:stnct Absent the approva¥ of the increase of the special fax in Apr;i 2010,
- dissolution of the District would have been a distinct p_ossnbz%ity Dissolution woutd:;nciude the
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fransfer of the park and recreation responsibility, assets, and assessment levies o another
public agency. The successor agency could have been one of the overlaying public agencies
whose parent acts aliow for park and recreation services and that overlay the existing park
facilities: County Service Area 79, Running Springs Water District, Arrowbear Park County
Water District, Lake Arrowhead Community Services District, and Crestline Village Water
District.

However, with the approval of the increase of the special fax from $10 fo $22, the District will
have an opportunity to repay its obligations, take care of deferred and much needed
maintenance, and build a reserve fund within a few years. After that, the additional special tax
revenue should provide the opportunity to fund significant capital improvements and operations.

e Undeveloped Park of County Service Area 70 Zone D-1. Since its formation in 1974, CSA 70
D-1 has been authorized by the County to provide flood control related to the maintenance and
operation of the new Lake Arrowhead Dam and since 2008 park and recreation services to the
Arrowhead Woods area. CSA 70 D-1 does not currently provide park and recreation services
but it is providing for development of a park within Arrowhead Woods area. The Arrowhead
Woods area is within the Rim of the World Recreation and Park District.

Having two public agencies in an area actively providing park and recreation services is a
duplication of service, indirect conflict with the principles of LAFCO law. | Zone D-1 plans to
construct the new park and that it also plans to operate and maintain it. However, Zone D-1
could contract with ROWRPD fo operate and maintain the park or deed the park property and
improvements to the District, as the landowners have afready paid for the park through their
taxes.

° Q_@iachmeni of the area of the Lake Arrowhead Community Services District. One scenario
would be to detach the area of the Lake Arrowhead Community Services District from the Rim
of the World Recreation and Park District, whereby the Lake Arrowhead CSD would become the
responsible park and recreation provider within ifs boundaries and the asseéts and assessment
levies of the District would transfer to Lake Arrowhead CSD. While only a fraction of the
District's maintenance liabilities (one park/ball field, one community center, two school care
programs, and the District office} would be removed from the District, roughly 52% of its annual
assessment funding would be removed (18,752 of 36,325 parcels -~ $412,544). A loss of 52% of
the primary revenue source would have an adverse impact on the District's operations and
leave the remainder of the District with the majority of the facilities but only 48% of the
assessment revenue. In such a proposal, the Commission would be réquired to determine that
the remaining district would be financially sustainable prior to approval. Without such
documentation, this option is not likely at this time. However, should the ROWRPD financial
position deteriorate further; the transfer to the Lake Arrowhead CSD would be a viable option.

oMam%enance of the status quo. This option would retain the District as currently ccmstructed
Should the District’s financial position not improve during this five year period, or if at any time it
appears 1o be returning to the financial challenges outlined in this report, the Commission
directs LAFCO staff fo return to the Commission with a request to initiate a service review
%mmediateiy, with the poten‘:iai for a recommendatioh for dissaiuticn of %ha district.

WHEREAS the fancwmg determinations are made in sonfarman::e with G‘:ovemment Code

Section ’56425 and iocal Commission po icy:
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Present and Planned Uses:

Development in the San Bernardino Mountains is naturally constrained by rugged terrain, limited
access, and fack of support infrastructure, as well as by planning and environmental policies which
place much of the area off limits to significant development. Most of the District's area is within the
San Bernardine National Forest. Forest lands are devoted primarily to resource protection and
recreational use. Maximum build-out potential is constrained substantially by the slope-density
standards and fuel modification requirements of the County General Plan Fire Safety Overlay.

In general, the San Bernardino Mountains is one of the most densely populated mouniain areas
within the country and is the most densely populated urban forest west of the Mississippi River.
The District service area includes commercial uses oriented 1o fourists and seasonal residents as
well as year-round residents. However, development in the District is primarily single-family
residential with roughly 93 percent of all homes being single-family dwellings, many of which are
second or vacation homes. The permanent occupancy within district is 33,797 year round.

Present and Probable Need for Public Facilities and Services:

The District states that demand for the sports fields and indoor gyms exceed the current facilities
available through the District. Further, the District has noticed an increase in the utilization of the
facilities and its recreational programs, especially the ball fields. This increase in demand
correlates fo the increase in population within the ;Jast ten yea’rs With the pcpulatzbn of the Dlstnct
residentsal uses adéttzmna facilities w:i! be needed to provade fc:{ adequ&‘ﬁe park and recreation
activities. :

Present Capacity of Public Facilities and Adequacy of Public Services

The District operates over 20 acres of park space to include ball fields, roughly 7,200 square feet’
for two senior/community centers, and over 4,100 square feet of child care facilities, The District
offers the full r 1ge of recreation programs to include swimming programs, teen and senior
programs, CPR¢ asses, dance, martuai arts, etc However i:i'aere are raughly 20 acres of park

space for 34, QG{) fu§E~t:me residents,

The Dssirm{’s stagnant revenue har: elxmmaﬁed reserves, reduced the cash ba%ance to near zero,
decreased services, led to deferral of faci ility maintenance and financial statements, as well as

payments owed to the County Registrar of Voters for past elections. As a result of the lack of
ﬁsncimg, the sttrsct recezved advanc:es from ’the County Audxtor agasnst antlc pated assessmem

roughly. 4(}% of armu_al revenue.

Social and Economic Communities of Interest:

The Dzstrrcé mc!udes the Cfest Forest {ex cludzng Ced "rpmes Park), i,ake Arrc}whead and

Arrowbear/Green Valley Lake/Running Springs communities, The District reflects the boundaries of
the ij of the World Unn‘" ed School D;strlct except for the area of Cedarpines F’ark
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The economic communities of interest include the commercial activities and businesses of the
mountain resorts such as Snow Valley and Lake Arrowhead Village, as well as Lake Arrowhead and

Lake Gregory.
5. | Additionai Determinations

~» Asrequired by State Law notice of the hearing was provided through publicationin a
newspaper of general circulation, the Alpenhorn News. Individual notice was not provided
as allowed under Government Code Section 56157 as such mailing would include more
than 1,000 individual notices. As outlined in Commission Policy #27, in-lieu of individual
notice the notice of hearing publication was provided through an eighth page legal ad.

e As required by State law, individual notification was provided to affected and interested
agencies, County departments, and those agencnes and individuals requesting mailed
notice.

e Comments from landownersiregisterad voters and any affected agency will need to be
reviewed and considered by the Commission in making its determinations.

WHEREAS, pursuant to the provisions of Government Code $eciion 56425(i} the range of
services provided by the Rim of the World Recreation and Park District shall be limited to the following:

FUNCTIONS  SERVICES
Park-and Local park development, operat;on,
Recreation maintenance, recreation, child care

WHEREAS, having reviewed and considered the findings as outlined above, the Ccmmisszon
affirms the existing sphere of influence of the Rim of the World Recreation and Park District, subjest fc
the following cc:ndftlons

1. For the next five years the District is required to provide the Commission annually with a copy of
its adopted proposed and final budget, its mid-year budget review and financial reports, and
copies of the audits presented to the District; _

2. The District is required to provide the Commission with an outline for completion of its
autstandmg audn‘s within the next two fiscal years;

3. The District is required to prowde the County Auditor with copies of all audits and current budgets
and the State Controller with copies of all audits as required by law; and

4. The District is to provide an outline of how it anticipates providing for management of the District
according to the requirements of State and Park and Recreation District Law, and;

NOW, THEREFORE, BE IT RESOLVED by the Local Agency Formation Commission of the
County of San Bernardino, State of California, that this Commission shall consider this to be the sphere
of influence for the Rim of the World Recreatmn and Park District; it being fully understood that
establishment of such a sphere of influence is a policy declaration of this Commission based on exzstmg
facts and circumstances which, although not readily changed, may be subject to review and change in
the event a future significant change of circumstances so warrants;
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[

BE IT FURTHER RESOLVED that the Local Agency Formation Commission of the County of
San Bernardino, State of California, does hereby determine that the Rim of the World Recreation and
Park District shall indemnify, defend, and hold harmiess the Local Agency Formation Commission of the
County of San Bernardino from any legal expense, legal action, or judgment arising out of the
Commission’s affirmation of the sphere of influence, including any reimbursement of legal fees and
costs incurred by the Commission.

THIS ACTION APPROVED AND ADOPTED by the Local Agency Formation Commission of the
County of San Bernardino by the following vote:

AYES: COMMISSIONERS: BAGLEY, BIANE, COX, DERRY, McCALLON,
SMITH, WILLIAMS
NOES: COMMISSIONERS: NONE
ABSENT: COMMISSIONERS: CURATALO (Williams voting in his stead),

| MITZELFELT (Derry voting in his stead)

L o T T e T e S L S S T L S L R e P e T s S R e e e L s T

STATE OF CALIFORNIA )]
} ss.
COUNT‘{ OF SAN BER&ARDNO )

I, KA‘;‘HLEEN ROLLINGS-MCDQ&ALB Executzve Officer of the Local Agency Pormatzon
Commission of the County of San Bemardme, California, do hereby certify this record to be a
full, true, and correct copy of the action taken by said Commtssmn, by vote of the members
present, as the same appears in the Official Minutes of said Commission at its meeti ng of July
21,2010

DATED: JULY 21, 2010
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