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REGULAR MEETING 9:00 A.M. MAY 15, 2013 
 

PRESENT:   
   
COMMISSIONERS: Jim Bagley  

Kimberly Cox, Vice-Chair 
Robert Lovingood 
Larry McCallon 

James Ramos 
Dawn Rowe, Alternate 
Robert Smith, Alternate 
Diane Williams 

 
STAFF:  Kathleen Rollings-McDonald, Executive Officer  

   Clark Alsop, LAFCO Legal Counsel 
Samuel Martinez, Assistant Executive Officer 

   Michael Tuerpe, LAFCO Project Manager 
   Rebecca Lowery, Clerk to the Commission 

 
ABSENT: 
 
COMMISSIONERS: James Curatalo, Chair 
 Sunil Sethi, Alternate   

Janice Rutherford, Alternate 
 

 
CONVENE REGULAR SESSION OF THE LOCAL AGENCY FORMATION COMMISSION – 
CALL TO ORDER – 9:06 A.M. – SAN BERNARDINO CITY COUNCIL CHAMBERS 
 
Vice Chair Cox calls the regular session of the Local Agency Formation Commission to order and 
leads the flag salute. 
 
Vice Chair Cox requests those present who are involved with any of the changes of organization 
to be considered today by the Commission and have made a contribution of more than $250 
within the past twelve months to any member of the Commission to come forward and state for 
the record their name, the member to whom the contribution has been made, and the matter of 
consideration with which they are involved.  There are none. 
 
SWEAR IN ROBERT LOVINGOOD AS REGULAR SUPERVISORIAL MEMBER 
 
Ms. Rebecca Lowery, Clerk to the Commission, administers the Oath of Office to Robert A. 
Lovingood, Regular Board of Supervisors Member.  Mr. Lovingood will serve the unexpired Term 
of Supervisor Bradley Mitzelfelt, expiring in May 2015. 
 
ELECTION OF CHAIR AND VICE-CHAIR FOR COMMISSION – COMMISSIONER CURATALO 
ELECTED CHAIR; COMMISSIONER COX ELECTED VICE CHAIR 
 
Executive Officer Kathleen Rollings-McDonald presents the staff report for the election of the 
Chairman and Vice Chairman, a copy of which is on file in the LAFCO office and is made a part of 
the record by its reference here. 
 
Ms. McDonald states that these are annually selected positions and Commissioner policy states 
that no commissioner may serve more than two consecutive terms as chairman or vice-chairman.  
She says that Chairman Curatalo and Vice Chair Cox are completing their first full term of office 
and are eligible for reappointment to their positions under current Commissioner policies.  She 
opens the nominations for Chairman. 
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Commissioner Williams nominates Commissioner Curatalo as Chairman and Commissioner Cox 
as Vice-Chair, second by Commissioner Ramos.  Ms. McDonald calls for further nominations.  
There are none.  Ms. McDonald closes the nominations.  Ms. McDonald calls for a voice vote on 
the nomination of Commissioner Curatalo as Chairman and it is as follows:  Ayes:  Bagley, Cox, 
McCallon, Ramos, Smith, Williams.  Noes:  None.  Abstain: None.  Absent: Curatalo 
(Commissioner Smith voting in his stead). 
 
CONSENT ITEMS-APPROVE STAFF RECOMMENDATIONS 
 
Consideration of the following items: 

Agenda Item #3 – Approval of Minutes for Regular Meeting of April 17, 2013 
Agenda Item #4 -- Approval of Executive Officer's Expense Report 
Agenda Item #5 -- Ratify Payments as Reconciled for Month of April 2013 and Note Cash 
Receipts; and, 
Agenda Item #6 -- Review and Adoption of: 
 

a. Resolution No. 3119 for LAFCO 3121 -- Service Review and Sphere of Influence 
Update for County Service Area 68 (Valley of the Moon) 
 

b. Resolution No. 3120 for LAFCO 3122 – Service Review and Sphere of Influence 
Update for County Service Area 69 (Lake Arrowhead) 
 

c. Resolution No. 3118 for LAFCO 3119 – Service Review and Sphere of Influence 
Update for County Service Area 59 (Deer Lodge Park) 

 
LAFCO considers the items listed under its consent calendar which includes a Visa Justification 
for the Executive Officer’s expense report, as well as a staff report outlining the staff 
recommendations for the reconciled payments.  Resolution No. 3119 for LAFCO 3121, 
Resolution No. 3120 for LAFCO 3122, and Resolution No. 3118 for LAFCO 3119 have been 
provided, copies of each are on file in the LAFCO office and are made a part of the record by 
their reference here.  Executive Officer Kathleen Rollings-McDonald states that no request for 
deferral of a consent item has been received. 
 
Commissioner McCallon moves approval of the consent calendar, second by Commissioner 
Smith.  Commissioner Lovingood recues himself and Vice-Chair Cox abstains from approval of 
the minutes.  Vice-Chair Cox calls for opposition to the motion.  There being no opposition, the 
motion passes with the following vote:  Ayes:  Bagley, Cox, McCallon, Ramos, Smith, Williams.  
Noes:  None.  Abstain: Cox from minutes only.  Absent: Curatalo (Commissioner Smith voting in 
his stead). 
 
PUBLIC HEARING ITEMS: 
 
CONSENT ITEMS DEFERRED FOR DISCUSSION - NONE 
 
CONTINUED HEARING:  DEFINITION OF COMMUNITY AND SERVICE REVIEW FOR 
NEEDLES AND HAVASU LAKE WHICH INCLUDES THE REVIEW OF COUNTY SERVICE 
AREA 70 ZONES HL AND SAN BERNARDINO COUNTY FIRE PROTECTION DISTRICT FIRE 
ZONE FP-6; AND,  
 
CONSIDERATION OF: (1) CEQA STATUTORY EXEMPTION FOR LAFCO 3158; AND (2) 
LAFCO 3158 - SERVICE REVIEW AND SPHERE OF INFLUENCE UPDATE FOR THE CITY 
OF NEEDLES (CONTINUED FROM APRIL 17, 2013) 
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LAFCO conducts a continued public hearing to consider the Service Review for the City of 
Needles and Consideration of CEQA Statutory Exemption for LAFCO 3158; and LAFCO 3158 – 
Service Review and Sphere of Influence update for City of Needles. 
 
Executive Officer Kathleen Rollings-McDonald presents the staff report, a complete copy of which 
is on file in the LAFCO office and is made a part of the record by its reference here. 
 
Ms. McDonald states that the San Bernardino LAFCO is responsible for reviewing on a continuing 
cycle the services provided by the entities in San Bernardino County under LAFCO purview.  The 
Commission has chosen to undertake its Service Reviews on a regional basis, and the report 
contains a service review and sphere of influence update for the City of Needles, the community–
based agency within the Needles community and also includes service reviews for a zone of 
County Service Area (CSA) 70 and a service zone of the San Bernardino County Fire Protection 
District (SBCFPD).  She reviews the location of the area on the overhead and states that it is 
located on the eastern most portion of San Bernardino County stating the Needles is the gateway 
to San Bernardino County from Arizona and one of four gateways into Southern California from 
the rest of the continental United States.  She reviews the study area of Needles and the Havasu 
Lake Communities on the overhead and states that the “floating” area in the southern area was 
added to the Needles Sphere of influence many years ago as a potential well site and water 
storage area for the City of Needles.  She states that these projects never panned out and that its 
intended use was to be municipally owned and so the Sphere of Influence was expanded to 
include it.  Ms. McDonald reviews the flyover of the area. 
 
Ms. McDonald states that the adjacent communities have experienced an economic and 
demographic advantage over the City of Needles noting that the City of Needles has declined in 
population in recent years.  She reviews the population chart on the overhead.  She states that a 
number of factors play into this explanation; many of those residing in Needles are well 
established in the community, Needles residents face much higher tax rates in comparison to the 
Nevada and Arizona communities, as shown in the Staff report, the cost of goods in neighboring 
unincorporated Arizona is less than in Needles, this includes the purchase of gasoline, property 
tax payments, and personal income tax.  In fact, Needles is at an economic disadvantage with the 
Arizona and Nevada communities in almost every aspect.  She says that this explains why the 
other populations are increasing while Needles is struggling.   
 
Ms. McDonald reviews the public service providers for the City of Needles.  She states that the  
community is served by multiple public agencies including the Bureau of Land Management and 
the National Park Service, County Service Area 70 (multi-function, unincorporated county-wide) 
and its various zones for localized service, Mojave Desert Resource Conservation District, San 
Bernardino County Flood Control District, and the San Bernardino County Fire Protection District 
and its South Desert Service Zone. 
 
She says the City of Needles actively provides water, wastewater collection and treatment, park 
and recreation (including operation of a golf course), electricity, roads, and streetlight services 
directly and fire protection and law enforcement through contract within its boundaries. Its 
boundaries encompass approximately 32 square miles.  She says that County Service Area 70 
Zone HL exists as a mechanism to provide refuse collection within its boundaries.  Its boundaries 
encompass approximately 1,110 acres.  Ms. McDonald states that the San Bernardino County 
Fire Protection District, Service Zone FP-6 exists as a mechanism to provide funding for fire 
protection and emergency medical services within its boundaries and that its boundaries 
encompass approximately 468 square miles, most of which is public lands. 
 
Ms. McDonald turns the discussion of population and other projections to Samuel Martinez, 
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Assistant Executive Officer. 
 
Mr. Martinez states that the land ownership distribution and breakdown within the City of Needles’ 
boundary and current sphere of influence maps is shown on the overhead.  He states that within 
the sphere, roughly 7% of the land is privately owned and the remainder 93% is public lands 
which are devoted primarily to resource protection and recreational use.   
 
Mr. Martinez states that as far as population growth for the city, nearby areas in Arizona and 
Nevada have experienced fast and steady growth and that corresponding with this growth is a 
greater economic output, but for the city, its population peaked in 1990, decreased in 2000, and 
increased by 0.03% by 2010.  In order to represent a realistic growth projection for the 
community, LAFCO staff revised the projections between 2010 and 2040 based on the actual 
growth rate the area has experienced in the past 30 years using Census data between 1980 and 
2010 which would generate a population increase of 17% from 2010. 
 
Mr. Martinez reviews on the overhead display the map of the City of Needles’ disadvantaged 
community.  He states that there are no disadvantaged unincorporated communities within or 
contiguous to the City’s unincorporated sphere of influence.  However, he says that within the 
City of Needles, based on the median household income which is under $46,285, the majority of 
its urban core would be considered a disadvantaged community. 
 
Mr. Martinez turns the discussion of the next determinations over to Michael Tuerpe, Project 
Manager. 
 
Mr. Tuerpe reviews the public services that the city provides directly, water, wastewater, 
electricity, parks and recreation which include cemetery, roads/transportation, streetlights, and 
hospital.  He states that the city contracts with the San Bernardino County’s Sheriff’s Department 
for law enforcement and with the San Bernardino County Fire Protection District for fire 
protection.  Mr. Tuerpe states that the city succeeded to the operations of the Needles cemetery 
when the cemetery district was dissolved and the funding of the Needles healthcare district when 
it was dissolved.   
 
Mr. Tuerpe states that the city has contracted with the San Bernardino County’s Sheriff’s 
Department for law enforcement since 1989.  The current contract has a reduction of 
approximately $80K which has resulted in the deletion of one deputy and one marked unit.  He 
says that for fire protection and emergency response, the City has contracted with the San 
Bernardino County Fire Protection District for these services.  He reviews the fire station locations 
on the overhead.  Ms. McDonald points out that station 34 – Park Moabi is currently inactive and 
that in the surrounding area, in the state of Arizona, there are 4 stations that can respond to the 
City of Needles as well. 
 
Mr. Tuerpe states that for ambulance services, the City of Needles is served by the Baker 
Emergency Medical Services (Baker EMS) through its Needles EMS division.  He reviews the 
ambulance transport service exclusive operating area map on the overhead and states that 
Needles EMS has three ambulance units stationed within the community of Needles. 
 
Mr. Tuerpe states that the City of Needles also contracts for solid waste services with a private 
entity, Allied Waste Transportation, Inc., whose nearest landfill facility is located in Bullhead City, 
Arizona.  He says that the landfill in Needles is closed so the county does not levy its Equivalent 
Single Family Residence (ESFR) fees for solid waste purposes in the unincorporated area.  He 
states that in 1996 the County of San Bernardino and City of Needles agreed to a Closure 
Agreement whereby the County agreed to accept the landfill back into the County landfill system 
and to serve as lead agency for the cleanup, closure, and post-closure activities for the landfill.  
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He states that at that time, the City agreed to reimburses the county $665,195 for its share of the 
closure activities and that this will be discussed in greater detail in the finance portion of the 
presentation.   
 
Mr. Tuerpe reviews the services that are actively provided by the City of Needles.  He states that 
the City has a public utilities authority, the Needles Public Utility Authority (NPUA) that provides 
water, wastewater and electricity to the City’s businesses and residents.  He says that the city 
council is the governing body of the NPUA and that the NPUA contracts back to the city in a 
separate agreement for the operations and management of the NPUA and its services and then 
in turn, reimburses the city for those services. 
 
Mr. Tuerpe states that the CA Department of Public Heath completed a survey of the City’s water 
supply facilities and operation.  The system was found to be generally well maintained with 
corrections needed in operations.  The areas that need to be addressed are valve 
exercise/maintenance and ensuring all backflow devices are tested annually.  He says that the 
survey report recommends that adequate planning for pipeline replacement due to the system 
age should be provided and that the survey further states that the City needs to ensure continued 
funding is maintained and projects prioritized in a Capital Improvement Plan. 
 
Mr. Tuerpe states that with regard to wastewater that the system was installed in 1950 and that a 
review by the Water Quality Control Board did not reveal any violations within the past five years. 
 
Mr. Tuerpe states that the City of Needles provides electricity to its residents and surrounding 
areas and that in a recent audit by the Public Utilities Commission (PUC) the operations were of a 
concern and an audit letter was forwarded by the PUC to the City requesting information on the 
measures the City was taking to remedy and prevent such violations.  He says that the issues 
were discussed with the PUC via telephonic conversation and that no documentation was 
available but that the City stated that they fully cooperated with the PUC and that it would make 
its best efforts to meet the targets set by the PUC audit, however, lacking personnel and financial 
ability, that it would be a challenge. 
 
Mr. Tuerpe states that the City has approximately 42 acres of park and recreational areas that 
include a range of community facilities, and activities and a golf course.  He says that in 1994, the 
dissolution of the Needles Public Cemetery District was completed and the City was designated 
as the successor agency.  The dissolution transferred the Cemetery District’s share of the general 
ad valorem property tax to the City to continue the service.  The City operates the Needles 
Riverview Cemetery through its parks and recreation department. 
 
Mr. Tuerpe states that the City owns the hospital and in 2008 the operation of the hospital was 
transferred from an independent operator back to the City, after the independent operator 
decided to close the hospital.  He says that the staff report details that the hospital is a financial 
drain on the city and also has operational issues.  He says that the hospital audit from FY 2011-
12 state that “Competition remains a growing concern for the Medical Center.  Competition will be 
a factor in both services performed at the Medical Center, as well as in physician offices, as other 
hospitals compete for the loyalty of physicians to refer patients to their facilities”; he says that the 
hospital has a challenge in personnel recruitment and retention. 
 
Mr. Tuerpe states that currently the City remains the owner of the hospital with a separately 
appointed Board of Trustees operating the Hospital.  However in August 2012, the City Council 
approved the sale of the hospital to a non-profit-group and a draft contract was to be forthcoming.  
He says that as of the date of the staff report, no information on the presentation of that contract 
has been provided to LAFCO staff. 
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Mr. Tuerpe reviews the information related to the City’s financial ability to provide services and 
states that in the financial statements, the amounts reflected as capital assets in the 
accompanying financial statements do not include capital assets acquired prior to July 1, 1987, 
nor do they reflect numerous parcels of land owned by the City, which should be included in order 
to conform to accounting principles generally accepted in the United States of America and could 
cause confusion to the public when reviewing for transparency. 
 
Mr. Tuerpe states that with regard to the landfill, as previously stated, in 1996, the County and the 
City entered into a Closure Agreement whereby the County agreed to accept the landfill back into 
the County landfill system and to serve as lead agency for the cleanup, closure, and post-closure 
activities for the landfill.  He says that at that time, the City agreed to reimburse the County 
$665,195 for its share of the cleanup, closure and post-closure costs, to provide in-kind services 
for post-closure activities, to assist the County in obtaining approval from regulatory agencies for 
a “monolithic soil cover”, and in seeking recovery from other parties who may be responsible for 
the costs of cleanup, closure and post-closure.  In 2002, the closure of the landfill was certified by 
the Permitting and Enforcement Division of the California Integrated Waste Management Board, 
and the $665,195 became due and payable; however, the City has made no payments to date 
and the County has not asked for repayment.   
 
He states that per the agreement, interest shall accrue on the unpaid balance at 6% per annum 
compounded annually commencing on January 1 of the year following the year in which the 
landfill is deemed closed.  Although the landfill ceased accepting waste in 1994, it was not closed 
until 2002.  He says that the County’s Solid Waste Programs Administrator in an email to LAFCO 
staff noted that the $665,195 is due and payable.  The City’s audit identifies that the City expects 
to increase solid waste collection fees to meet the debt service requirements.  Per the terms of 
the County’s agreement the unpaid balance is accruing 6% interest per year.  Mr. Tuerpe 
identifies that the estimated current balance of the obligation utilizing a simple compounding 
interest is about $90,000 and that the accrued interest as of June 30, 2012 is over $525,000. 
 
Mr. Tuerpe states in response to the draft service review report, the City has requested that the 
County reset the 15-year amortization period for the original note balance since it states it was 
not aware or notified by any party that the landfill had been closed.  He says that should the City’s 
amortization request be granted, then the 15-year repayment would assumingly begin in 2013.  
He reviews the Repayment Schedule –Potential Revised chart on the overhead and says that 
with a principal of $665,000 with a total payment of $950,000.  He says that should the 
amortization request not be granted and with payments beginning in 2013, then the total 
repayment of principal and interest would be $1.94 million. 
 
Mr. Tuerpe states that the Commission requested of LAFCO staff to provide the information 
related to post-employment benefits in its service reviews.  He says that for this fiscal year, the 
current rate for the City is approximately 6.3%, which show a large increase from prior years and 
in FY14/15 it is projected at 7.5%, which is a challenge to pay.  He says that according to the 
2011-12 Hospital audit, during its transition time from Lifepoint, the Hospital did not fund employer 
contributions for a significant period of time (April 1, 2008 through November 29, 2009).  There 
were 46 hospital employees who were not in included in the plan but are under the City’s 
CalPERS contract.  These employees have now shown up in the CalPERS valuation data as at 
June 30, 2010 contributing to the 56 employee increase from 2009 to 2010. 
 
Mr. Tuerpe reviews the Funding Status table on the overhead and states that with regard to the 
funding status of the City, the information is divided between active and inactive.  Mr. Tuerpe 
reviews the Hypothetical Termination Liability chart on the overhead and states that this 
information is based on if the City were to unincorporated, what would the unfunded liability be.  
He says that the MVA would come to $11 million and the termination liability would be $17 million,  
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if the City were to discorporate the unfunded termination liability would be approximately $5.5 
million for the active pool and $720.000 for its inactive pool.  He says that this based on current 
funds and rates and that in the future it could be lower or higher.   
 
Mr. Tuerpe reviews the Overdrafts and Negative Net Assets on the overhead and says that total 
liabilities include a bank overdraft for each audited year.  According to the City’s independent 
auditor, the overdraft in the financial statements is a function of how the funds are reported.  One 
must look at the overall picture of cash in bank less overdraft to get the true picture of the cash 
position.  There are not a series of bank accounts with negative balances in them.  One major 
bank account is used for all governmental funds, and when the general fund issues a check for 
another fund, it can create an overdraft in the affected fund. 
 
Mr. Tuerpe identified a large annual negative unrestricted net asset figure.  According to the 
City’s independent auditor, this is a function of the required reporting of net assets.  Assets that 
are restricted because they do not constitute currently spendable resources (such as for 
inventories, accounts receivable) must be reflected as restricted net assets.  The overall net 
assets are positive, but because of the required restrictions, this means that unrestricted net 
assets must be negative.  Only the general fund is allowed to have negative unrestricted net 
assets.  He says that this is a reflection of the need to have the year-end audit reflect the finances 
accurately.   Ms. McDonald states that it is the City council sitting as the board authority for the 
NPUA and that the issues on the deferral of the reimbursements misstates the General Fund and 
makes it more solvent and makes the issues of the other business enterprises less than their 
actual financial position. 
 
Mr. Tuerpe states that with regards to the Cemetery, in 1994 LAFCO completed the dissolution of 
the Needles Cemetery District designating the City as the successor agency.  The dissolution 
transferred the Cemetery District’s share of the property tax ($35,595 in 1994) to the City to 
continue the service.  Additionally, the 1994 dissolution included a condition that the City, acting 
in a fiduciary capacity, was to make a separate accounting of the Endowment Care Fund.  
Information provided by the County Auditor for the dissolution proposal (LAFCO 2761) identifies 
the required Endowment Care Fund Account level as of June 30, 1993 as $81,647.  Up through 
the 2006-07 City audit, the Cemetery Endowment fund balance was identified.  As of June 30, 
2007 the audit identifies a reserve balance of $99,183 for Cemetery Endowment.  Subsequent 
audits no longer include this information.  Mr. Tuerpe reviews the Analysis of the perpetual 
Endowment fund on the overhead and states that the City provided information for this review 
showing the annual balance of the fund.  He says that this accounting does not identify the 
endowment principal, which must not decrease, or how much the Endowment is of the Total 
Restricted balance and that this concern was raised to the City. 
 
Mr. Tuerpe states that LAFCO staff is recommending that the Commission require as a condition 
of approval from the City, a full accounting of the Cemetery Endowment to include revenue, 
expenses, and transfers to include a breakdown of the fund balance to include principal and gains 
for the past ten years, and to separately identify the restricted funds of the cemetery activity in the 
City’s audits in both the financial statements and in the notes or management discussion and 
analysis. 
 
Mr. Tuerpe states that it was identified in the Hospital’s FY11/12 audit that there is a concern 
regarding the realization of assets and satisfaction of liabilities in the normal course of business.  
The audit identified that the Hospital has experienced recurring cash shortages and has a net 
deficit of ($81,977).  The audit states “this raises substantial doubt about the Hospital’s ability to 
continue as a going concern” which in the auditing environment raises red flags and is the term 
that is used to express concern over the short term viability of an agency.  He reviews the 
Hospital Cash Flows on the overhead and states that in FY11/12 for cash and equivalents, the 
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net decrease was $609,000 and that the City operates with a 21-day balance in their bank 
account for payments.  He says that this sends a signal for how low the cash flow is for the 
Hospital. 
 
Mr. Tuerpe states that the City operates a golf course as part of the service provided by the Parks 
operations, it is the second biggest business activity in the City.  At the start of FY 2011-12, the 
Golf Fund had negative Cash (Net Bank Overdraft) of a negative $976,326.  During the year, it 
experienced a decrease in cash of $158,331 bringing the Net Bank Overdraft to $1,134,657.  This 
large overdraft has also resulted in negative Net Assets for the Golf Fund.  No known changes in 
operation to address either this deficit or the means by which the shortfall is addressed have 
been identified in the materials provided to LAFCO staff.  He says that in FY08/09 it lost $310,000 
and continues to lose money every year, a running net deficit.   
 
Executive Officer Kathleen Rollings-McDonald states that staff has identified in the staff report 
that the financial materials presented in this service review identify ongoing financial questions for 
the City of Needles and illuminate significant economic disadvantages with its neighbors of 
Laughlin Nevada, Bullhead City Arizona and Mohave Valley Arizona.  She says that the structure 
of the State of California personal income tax, sales tax and other items puts the City in a 
significant deficit.  She says that staff believes that the questions outlined in the staff report show 
that the City of Needles needs to look at the question of when their service obligations will out 
strip the revenues it has coming in on a routine basis.  She states that the staff has pointed out 
separate items that are of concern such as the golf course and she also says that the Hospital 
continues to be a significant liability to the City which continues to try and find buyer for the 
hospital.  However, the Commission should keep in mind that the previous operator had proposed 
to close the medical center after opening a new hospital – Valley View Medical Center – just 12 
miles to the east in Fort Mohave, AZ.  The City has struggled to find a foothold for the continuing 
operation of the facility as the declining population affects its long-term sustainability.   
 
She says that in addition, it appears that enterprise activities are being tapped to prop up general 
fund activities through such items as franchise charges to the Needles Public Utility Authority paid 
into the general fund.  The audit identifies “the primary reason for the City being able to maintain 
its financial position is the operation of the public utility” which is an enterprise activity restricting 
the use of the funds for the purposes of the rates charged.  These are restricted funds and it is of 
great concern that the enterprise funds are continually needed to support the general fund.   
 
Ms. McDonalds states that the questions asked by staff surrounding the financial operation of the 
cemetery district and its endowment fund are made in an effort to help the City in making sure it 
has the revenues available to take care of the Cemetery, as they are now obligated to do.  She 
says that for the City to state that the end of FY11/12 the endowment fund would become the 
perpetual secured fund, short changes the City for the future due to the current low interest rates.   
 
Ms. McDonald states that the staff of the City has worked diligently in addressing their financial 
situation and the implications for the future.  However, much of the financial issues are outside of 
the control of the City and staff feels that there needs to be an ongoing discussion in the 
community of Needles about their financial position and its future. 
 
Ms. McDonald reviews the Government Structure options on the overhead and says that the City 
is a charter city with a seven member council-manager form of government.  Six council members 
are elected at large for four-year overlapping terms with the mayor elected to a two-year term.  
The Charter reads that no mayor shall serve more than four consecutive terms.  In council 
proceedings, the mayor is not empowered to move or second council action, but is empowered to 
vote only to break a tie vote.  For the November 2012 general election, there were 1,893 
registered voters within the City with a 67% voter turnout for that election; that is roughly 200 
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votes per elected official which has a cost every two years.  She says that this council also sits as 
the governing board for other City activities including the NPUA.   
 
Ms. McDonald states that the City has been diligent in reducing the ratio of number of employees 
to resident and that not including hospital staff, the City in 2011 had 81 full-time employees, part-
time employees, contract employees and seasonal employees and seven elected officials or 60:1 
as opposed to 62:1 in 2009.   
 
Ms. McDonald says that staff has prepared a number of theoretical structure options for the City 
but before discussing what those are, she discusses the out of agency service agreements.  She 
says that the Commission must be informed of the obligation the City has under these out of 
agency service agreements.  She says that as a utilities provider, the City succeeded to the 
certificated service area of the prior electric utility company and that questions have been raised 
regarding the size of the City’s Sphere of Influence due to its large area.  She says that the large 
sphere size is due to the electric utilities service area for the City and that the California Energy 
Commission will only recognize a municipality or its sphere of influence in determining its service 
area for an electric utility.  The Commission has defined the City’s sphere at the large size so that 
the City can have some designation for its obligation to provide electric service. 
 
Ms. McDonald says that staff has outlined in the staff report possible options, theoretical, yet 
possible, scenarios for the community to consider for the future.  She says the first option would 
be for an annexation to SBCFPD; should the City desire not to be responsible for fire protection 
within its boundaries, the City could annex to SBCFPD.  Such action would require the City’s 
consent to the overlay of SBCFPD over the city, but would remove the City’s service 
responsibility.  In this case, SBCFPD would succeed to all of the City’s fire protection assets, 
liabilities, and any property tax that provides for the contract with SBCFPD.   This scenario would 
provide for a single governing and administrative body for fire protection and emergency medical 
services in this area of the county. 
 
Ms. McDonald says that the second option would be the annexation of the Fort Mojave Indian 
Village to the City.  It comprises approximately 18 acres, is totally surrounded by the City in the 
north.  However being the territory of a sovereign Indian nation this option would require consent 
of the tribal council.  In addition, there are no property taxes to transfer from one agency to 
another at the present time and without additional revenue generated for municipal services from 
such an annexation, it would not be considered to be sustainable.  Therefore, there would be no 
tangible benefit to annexation.  Land use authority would remain under the Tribe, and fire 
protection, law enforcement, and electricity are already provided by the Tribe.  The City provides 
water and wastewater collection service to the Village through contract with the Tribe, and these 
services receive revenue from user charges rather than property tax revenue. Therefore, this 
scenario is highly unlikely.   
 
Ms. McDonald says that the third option would be the formation of a new county or secession to 
the State of Nevada or Arizona.  The Needles community has long had an economic 
disadvantage in relation to the neighboring communities in Nevada and Arizona.  In 2008 the 
County Board of Supervisors proposed to replace the hospital’s emergency room with an urgent 
care center.  This sparked talks within the Needles community of either separating from California 
to Nevada or Arizona or forming a new county.  She says that LAFCO staff believes that both of 
these scenarios are not feasible.  The formation of a new county would require a minimum of 
10,000 residents and if the City were unable to provide a sufficient population base, the city would 
have to add additional population centers into its proposed county such as Barstow (150 miles 
away) or the Morongo Basin (with the City of Twentynine Palms 125 miles away).  Such a 
proposal would need to gain voter approval from both San Bernardino County as a whole and 
from within the proposed new county.  She says that in the late 1980s, San Bernardino County 
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voters rejected an attempt to create a new county, Mojave County, stretching from the Cajon 
Pass to Needles while it was supported by the voters within the proposed Mojave County.  She 
also says that changing states would require approval not only from the United States Congress 
but also the legislatures of both California and Nevada.  With the exception of West Virginia 
leaving Virginia during the Civil War, succession movements generally have failed. 
 
Ms. McDonald says that the fourth option would be the disincorporation of the City and the 
formation of a Community Services District.  As identified at the outset of this report, the City 
faces an economic disadvantage with its neighboring communities in Arizona and Nevada, calling 
into question the long-term viability of the City. The option of forming an independent single, 
multi-purpose special district, is a form of government that is feasible for the Needles 
community.  The City could propose a reorganization that would disincorporate the City and 
simultaneously form a community services district (“CSD”), which would assume the responsibility 
for providing services such as electricity, water, sewer, parks, etc. and annex to the San 
Bernardino County Fire Protection District for ongoing fire and emergency medical services.    
The new CSD could assume the responsibilities and all functions, obligations, assets, liabilities, 
and equipment of the City.  This scenario would maintain an efficient service delivery pattern for 
the full range of services available within the community through a single agency.  She says that 
currently, the County provides library service and operates the airport, and ambulance service is 
assigned by ICEMA.  Although responsible for law enforcement, and fire protection as a 
municipality, the City contracts with the County Sheriff’s Department for law enforcement, and 
San Bernardino County Fire Protection District for fire protection and emergency medical 
services.  The remaining services the City actively provides: water, wastewater, park and 
recreation, electricity, roads, and streetlight services.  Ms. McDonald says that with regard to law 
enforcement, road maintenance, and land use authority, services not available to a CSD, County 
would assume service responsibility and would receive those revenues such as Motor Vehicle In-
Lieu, sales tax revenues and a share of the general ad valorem property tax revenues to support 
the operations.  However, it is important to note that within the unincorporated area traffic control 
is under the jurisdiction of the California Highway Patrol, which would decrease law enforcement 
costs to the County.  She says it would mean a loss of control for the City and staff does not know 
if the City would be willing to consider disincorporation.   
 
Ms. McDonald states that regression from a municipality to a special district would only be 
proposed in response to economic factors affecting Needles in the Tri-state area.  The proposal 
in the end would require a determination of the registered voters within the City for ultimate 
approval.  Additionally, this theoretical scenario would be one of the first of its kind in the state 
and would raise many issues such as CalPERS retirement contributions and the continuation of 
franchise taxes, to name a few.  She says that at this time, staff has no recommendation as any 
of the scenarios would require cooperation and interest from the City and to date no discussion 
response on the scenarios has been received. 
 
Samuel Martinez, Assistant Executive Officer presents the Sphere of Influence information for the 
City of Needles.  Mr. Martinez states that staff informed the Commission that the sphere is large 
and that the City’s obligated electrical service area is generally that of its current existing sphere 
area.  He says that staff took this information into consideration during its review and that staff 
evaluated the lands based on the probability of the areas possibly being served by the City.  He 
says that staff reviewed the Bureau of Land Management (BLM) maps which identified much of 
the southern area as part of the Desert Wildlife Management Area (DWMA).  He says that DWMA 
areas have been established to protect high quality habitat and, in this case, it is to protect the 
desert tortoise habitat, which has a 1% surface disturbance limit.  He says that much of the 
southern area are within the Stepladder Mountains Wilderness and/or the Chemehuevi 
Wilderness areas which are different from the DWMAs in that the lands are protected in its 
natural state. 
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Mr. Martinez reviews the sphere of influence map on the overhead and says that with this 
information in mind, LAFCO staff is recommending sphere reductions for the City in two areas.  
He says that area 1 is approximately 212 square miles or a total of 6 townships located within the 
City’s southwestern sphere area.  He says that area 2 is the 21 square mile non-contiguous area 
that was expanded in 1994 for the purpose of obtaining a well-field for municipal water use.  The 
well-field never came to fruition, and the area is neither a part of the City’s obligated electrical 
service area nor reflective of the Needles community.  He states that the total area to be removed 
from the City’s existing sphere is 233 square miles  
 
Mr. Martinez says that the sphere factors of consideration have been reviewed by Mr. Tuerpe, 
Project Manager, but that he can answer any question from the Commission. 
 
Commissioner William asks if there is any anticipation of a well-field in the future for the City to 
which Mr. Martinez responds that the land is owned by BLM and was never owned by the City 
and that it is unlikely that a well-field would be obtained.   
 
Commissioner Bagley asks if the project was part of the Ward Valley Project; to which Ms. 
Rollings-McDonald responds that she does not believe it is.  Commissioner Bagley states he is 
concerned with removing the areas if it is not known where the electrical gridlines are located.   
Ms. McDonald states that staff has been in contact with the City and that the electrical grid lines 
are not an issue, the City did not oppose the reduction. 
 
Ms. McDonald reviews that Havasu Lake Community report, and states that there are no 
agencies under LAFCO’s purview to assign a sphere of influence however, due to the 
significance of the area and because of its location, it was important to include it in the community 
service review. 
 
Ms. McDonald reviews the area map on the overhead and says that it is somewhat reflective of 
the SBCFPD Service Zone FP-6.  She says that what is of significance in the area is the tribal 
lands and the privately owned lands within the territory.  She reviews the Population Projection 
chart for FP-6, Zone HL, and Lake Havasu City, AZ on the overhead and states that it shows the 
1990, 2000, and 2010 Census and projects forward from 2015 to 2040.  She says that the actual 
population on privately held lands, which are the Zone HL properties, are shown on the chart and 
are known to be accurate.  For the year 2000, half of the population was in Zone HL, 290 and 
most of the population was in the tribal lands.  The population in Lake Havasu City for the same 
year was 24,363.  She says that it should be noted that the population within the community is 
stagnant while its neighboring city in Arizona (across the Lake), Lake Havasu, has grown from 
roughly 16,000 in 1980 to over 50,000 in 2010.   
 
Mr. Tuerpe, Project Manager, reviews the service provision and states that in the Havasu Lake 
are there are two providers, the SBCFPD Zone FP-6 and CSA 70 Zone HL and additionally there 
are private water providers.   Mr. Tuerpe states that with regard to the finance structure, Zone FP-
6 is a special tax zone and receives no share of the ad valorem tax.  He says that in the tribal 
land within Zone FP-6 that the SBCFPD has an evergreen contract agreement with the 
Chemehuevi Indian Tribe in the amount of $11,000 per year.   
 
Mr. Tuerpe says that with regard to the audited activity, LAFCO staff is concerned over the new 
audit format accepted by SBCFPD and the County through its Auditor’s Office.  For the 2009-10 
and 2010-11 audits, information at the fund level was provided for the four regional service zones 
as well as all of the individual zones to SBCFPD, such as FP-6.  However, for the 2011-12 audit, 
the funds of the individual zones are not included as the data is rolled up into the respective 
regional zone.  Further, the audits lack mention of the individual zones.  Therefore, one cannot 
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ascertain the year-end financial position of the zone through the audit and must have knowledge 
that the individual zone exists in order to ask the correct questions.  Additionally, the prior audits 
included information about SBCFPD’s annual appropriation limit.  This information has been 
excluded from the 2011-12 audit.  In place of audited data, SBCFPD staff provided actual data for 
FY 2011-12.  However, with the change in accounting practice, the analysis of FY 2011-12 
Actuals does not correspond with the prior audited methodology.  He says that as a result of 
LAFCO Staff’s concerns, SBCFPD staff has identified that its independent auditors have agreed 
to provide a schedule for FP 6 and the other zones in the audited financials going forward. 
 
Mr. Tuerpe reviews CSA 70 Zone HL and says that it provides solid waste service and provides a 
senior center.  He says that Zone HL contracts with a private company based out of Arizona for 
the collection, transportation, and disposal of solid waste.  The waste is ultimately disposed in 
Arizona.  According to Special Districts Department staff, being that the waste is ultimately 
disposed in Arizona, the California laws that pertain to separation of recyclable materials do not 
apply.   
 
Mr. Tuerpe states that with regard to the senior center, in 1991 the Havasu Lake Community 
Center was funded and constructed with an $80,000 Community Development Block Grant 
authorized by the County Board of Supervisors and an $81,900 grant from the State to the 
Havasu Lake Senior Citizens Coalition (“Senior Coalition”).   Mr. Tuerpe states that Zone HL 
owns the Senior Center; however, no contract for maintenance and operation of the facility 
through the Senior Coalition has been provided.  All costs associated with the Senior Center are 
paid either by the Senior Coalition, grant funds, donations, or through policy needs funds.  Zone 
HL does not receive a portion of the general tax levy, nor is there a service charge in place for the 
Senior Center.  Insurance for Zone HL is provided through the County Risk Management 
Department’s administered “Special Districts JPA”, which includes County Special Districts 
Department and SBCFPD. There have not been any JPA insurance expenses identified for the 
Senior Center Building owned by Zone HL.  Further, the 1991 construction contract obligates the 
County as a whole for the liability associated with this facility for the useful life of facility 
 
Mr. Tuerpe states that with regard to the finance structure of Zone HL, there are some 
deficiencies in its audit and budgets that have been identified in the staff report.  There is no 
management discussion in its audits, the management of Zone HL has elected to omit the 
Management Discussion and Analysis information for at least the past five audited years.    Mr. 
Tuerpe states that the fund balance of Zone HL is low and the cash of the solid waste fund is 
virtually non-existent.  Should an emergency occur, the continuing operation of the service would 
be questionable. 
 
Samuel Martinez, Assistant Executive Officer presents the information regarding private water 
providers in the Havasu Lake community.  He states that there are three private water systems in 
addition to the Indian tribes that provide water to their respective lands.  He says that the Havasu 
Water Company, formed in 1960 is a private retail water provider that serves a portion of the 
Havasu Lake community, which is classified as a community water system and serves the 
southern portion of the Havasu Lake community and has about 230 connections.  The water 
supply comes directly from the lake and through a surface water treatment plant. 
 
Mr. Martinez states that the second private water provider is the Lakeview Water Company, 
which is a private retail water provider that serves the northern portion of the Havasu Lake 
community, and is classified as a state small water system.  He says that the water system 
supplies water to 13 single family residences and that the system consists of two vertical wells, a 
pressure tank, and a gravity storage tank.  He says that according to the California Secretary of 
State database, the company has been in existence since 1965.   
 



MINUTES OF THE LOCAL AGENCY FORMATION COMMISSION 
HEARING OF MAY 15, 2013 

 

13 

Mr. Martinez states that the third private water provider is the Black Meadow Landing and that it is 
classified as a transient non-community water system.  He says that the water system supplies 
water to 300 RV sites, a 52 unit motel, a restaurant, and a general store with a transient 
population of more than 1000 per month. The system consists of a single vertical well, two gravity 
storage tanks and a booster pump. 
 
Mr. Martinez states that with regard to the Chemehuevi Indian Tribe, no information was 
available, however staff is aware that they provide water and sewer in the Havasu Lake 
Community. 
 
Kathleen Rollings-McDonald reviews the recommendations on the overhead (included in the staff 
report in its entirety) and states that the additional determinations are listed on page 132 of the 
staff report and identifies that staff has conducted a meeting with the community agencies and 
representatives to review the determinations and recommendations made in the draft staff report.  
She states that staff traveled to Needles to solicit comments on the determination presented and 
to respond to any questions. 
 
Ms. McDonald states that staff recommends that the Commission affirm the Commission’s 
definition of the Needles community, which is the sphere of influence of the City of Needles, with 
the modifications recommended to be adopted at this hearing; that the Commission receive and 
file the service reviews for the Needles and Havasu Lake community agencies; and make the 
findings related to the service reviews required by Government Code 56430 as outlined in the 
staff report; that for environmental review certify that the sphere of influence reductions for the 
City of Needles (LAFCO 3158) are statutorily exempt from environmental review and direct the 
Clerk to file the Notice of Exemption within five (5) days and for LAFCO 3158, approve a modified 
sphere of influence for the City of Needles as identified in the report with the following conditions 
of approval: Provide to LAFCO a full accounting of the Cemetery Endowment to include 
revenues, expenses, and transfers with a breakdown of the fund balance to include principal and 
gains for the past ten years; Separately identify the restricted funds of the cemetery activity in the 
City’s audits in both the financial statements and in the notes or management discussion and 
analysis; and finally, continue the resolution setting forth the Commission’s findings and 
determinations to the July 17, 2013 hearing. 
 
Ms. McDonald thanks the City of Needles for their assistance in the review. 
 
Vice-Chair Cox thanks Ms. McDonald for her presentation and asks for comments from the 
Commission. 
 
Commissioner Bagley states that the Senior Center is of concern to him as it has been in 
operation for 20 year and seems to not be accountable to any agency that is identifiable.  Ms. 
McDonald states that the local residents who have taken on the care and conduct of the center 
take very good care of it to the best of their ability.  She says that staff’s concern is that the 
liability issues for the county; without a contract and with the only reference to the Community 
Development Block Grant is regarding construction, and the 1991 construction contract obligates 
the County as a whole for the liability associated with this facility for the useful life of facility.  
LAFCO staff is concerned for the County’s liability.  Commissioner Bagley states that although he 
appreciates the community taking responsibility for the center, with no county management 
structure oversight, it does leave the possibility open for abuse.   
 
Mr. Bagley also states his concern with the landfill cleanup bond and the monies that are owed by 
the City of Needles and says that a discussion should be held and a system or method of 
payment should be created and followed.  He asks that the staff recommendation be expanded to 
include the repayment of the monies owed.  He further states that he is glad to see that staff did 
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include the CALPers information for the City; it is important to keep the issue of unfunded liability 
in mind, as it is an area of concern. 
 
Ms. McDonalds states that it is important that the information regarding unfunded liability be out in 
the open, readable, and available to anyone who seeks it, keeping in mind that the information is 
a snapshot in time of the liabilities and that it is volatile issue.  She says that it is important to 
keep that in mind when reviewing unfunded liabilities. 
 
Vice-Chair Cox asks staff why they mentioned an issue with the year-end closure of the City’s 
books and asks for clarification.  Ms. McDonalds states that the issue lies in receiving payments 
for year-end costs such as bills submitted to be refunded.  Vice-Chair Cox states that there 
should be a cut off time when payments are processed so that there can be a clear audit on the 
actual expenditures and payments for a clear fiscal position.    Mr. Tuerpe states that the best 
answer would have to be requested from the City since it is an operational issue.  Vice-Chair Cox 
states that it is of concern because one cannot get a clear picture of the finances at the end of the 
audit year to determine their standing. 
 
Commissioner Ramos asks if any of the other agencies mentioned in the staff report were in 
agreement with the staff recommendations. 
 
Ms. McDonalds states that the reports were circulated and that staff has asked public providers 
for input.  The federal agency, the BLM, has a responsibility to these properties regardless of the 
City sphere.  She says that staff has not received any comments from the BLM and that staff has 
heard no objection of the recommendations from the public providers. 
 
Commissioner Ramos asks if the Mojave Indian tribe received letters as well.  Ms. McDonald 
states that they did receive the information and have not identified any concern. 
 
Commissioner Ramos asks if it is possible for a City to downsize and return portions back to the 
County and still remain a city.  Ms. McDonald states that a city can propose to detach land from 
its jurisdiction but state law does not allow for a detachment of territory without the City’s consent.  
She says that if a city were to detach they would also lose property tax, population, commercial 
business taxes, based on how the detached area was populated.  She says it would be a 
question as to what they would lose versus what they would gain, however, it is possible.   
Commissioner Ramos asks if a city has performing areas that are the revenue generators of the 
city and other areas that do not, it is possible to detach the poorly performing areas and minimize 
a city so that the budgets are adequate.   Ms. McDonald states that it is possible, however, the 
burden would then fall to the County and if the County is unable to serve those areas then there 
would be a problem.  She says that part of the Commission responsibility is to ensure that actions 
are sustainable on both sides. 
 
Vice-Chair Cox states her understanding that the standards have changed with regard to 
incorporations from when the City of Needles was originally incorporated and that the City would 
not qualify to incorporate if they tried to do so now.    Ms. McDonald states that the Commission’s 
adopted policies state that a minimum population of 10,000 is required to incorporate; this 
population number is determined to provide the broad range in diversity of population base and 
land use types.  The City would not have met that minimum for the last forty years.  She says that 
it is also it is necessary for general operations to be sustainable through existing revenue 
sources.  She says that under today’s legal environment, with the current state laws, the City of 
Needles, as it currently stands, would not be able to incorporate. 
 
Commissioner Lovingood asks that in the processing of an incorporation, in lieu of population, if 
there is a revenue minimum that could be used to allow the incorporation of an area to a city.   
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Ms. McDonald states that the Commission does not have a set amount, however, the 
Commission does require that the existing revenue base, such as property taxes, are sufficient to 
afford the required public safety and required land use operations for the city.  She says that the 
city would also, in the first five year need to be able to fund the creation of a general plan, they 
have to be able to fund a municipal operation for law enforcement.  She says that in an 
unincorporated environment, the sheriff provides law enforcement and the California Highway 
Patrol provides traffic control.  When a city incorporated, those responsibilities become that of the 
city.  The city does not receive any revenue from the State for assuming those responsibilities.  
She says those are the kinds of things that are reviewed and the Commission has policies related 
to those issues with regards to incorporations and sustainability.  She says that there is also now 
a requirement of revenue neutrality with the County.  She says that the cities that LAFCO created 
in the years past did not have the requirement of reimbursing the county for revenues lost.  In the 
current environment, a newly incorporated city would need to reimburse the county for revenues 
lost for the first 10 years.   
 
Commissioner Lovingood asks if the City of Needles were to dis-incorporate, who determines 
who would receive the allocation of the revenues.  Ms. McDonald states that state law mandates 
that LAFCO is responsible for that determination.  She says that in a disincorporation, at the end 
of the process, if it is approved by the registered voters, LAFCO is responsible for doing a 
forensic audit and assigning assets, liabilities, and all those things to successors.   
 
Commissioner Lovingood states that he and Commissioner Ramos have discussed the possibility 
of help from the passage of AB32 for that area.  Ms. McDonald states that the area would benefit 
that help. 
 
(It is noted that Commissioner Lovingood leaves the dais.) 
 
Commissioner Smith asks that if during the audits of the electric and water, whether staff was 
made aware of any violations.   Mr. Tuerpe states that no violations by the standards of the audits 
were found. 
 
Vice-Chair Cox opens the public hearing. 
 
(It is noted that Commissioner Lovingood returns to the dais.) 
 
Mr. David Brownlee, City Manager, City of Needles states he would like to address the 
Commission’s concerns regarding the council’s oversight of the two entities, the City and the 
NPUA.  He says that at the beginning of the year they take the projected revenues for the NPUA 
and they divide that number by 12 months, it is called the depository agreement and is an artificial 
way to plan the year ahead.  In January there may be more management fees coming into the 
City than were expended in the utilities; in February it may be the other way.  Some months they 
are right on the money and some they are not.  Some years the city shows more money than was 
actually earned and it sits on the city side, but it still belongs to the utility.  He says currently there 
is 1.2 million on the city side that belongs to the utility.  He says that what the city will do now is to 
take the funds, take the water and wastewater reserves or capital assets accounts, and fill them 
up and that they have rate stabilization fund of $700,000, and they will increase that fund that it 
goes back to the rate payers.  He states that he agrees with the Commission that at the end of 
the year the cash should go where it was supposed to be applied, but that it is like over and under 
in a cash register, you don’t get it back the way it was.  He says that the City is working on that 
right now; to build the reserves for capital acquisitions or capital repairs to the water.  He says 
that the City’s electric system was built in 1937 and that the water infrastructure is older as well 
and have been recently inspected and may have some repairs so the City needs to be build up 
monies to pay for that.   
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Commissioner Bagley asks with regards to the landfill, if there has been internal direction as to 
how to proceed with that issue.  Mr. Brownlee states that he is currently in dialog with Gerry 
Newcombe, County Public Works Director, to work out an amortization of the debt.  The city 
council needs to review and make a determination to approve, then the item will go before the 
board of supervisors.  He says that it should all happen within the next four to six weeks. 
 
Commissioner Bagley asks for comments regarding the Commission’s concern over the 
endowment care fund.  Mr. Brownlee states that they will bring the question to their certified 
auditor and figure out what the issue is.   
 
Commissioner Smith asks if Mr. Brownlee has any information regarding the hospital to discuss 
with the Commission.  Mr. Brownlee states that there is a new operator at the hospital who has 
been there since April 1 and that the City wanted them to take over the entire hospital operation, 
however, there are lands that belong to the BLM and the city can’t grant full ownership of the 
hospital.  He says that the City put together an operating lease agreement that will allow the new 
owner and the BLM to work out an arrangement and that the City is paying for some of those 
costs.  He says that the project is moving along and that there are 2.3 million dollars in escrow 
that will be used to pay some of the expenses.  He says that everything is looking much better 
now. 
 
Commissioner Bagley asks if monies are being put aside for the payments to CALPERs that was 
deferred.  Mr. Brownlee states that he spoke to an actuary with CALPERs and the City in 
conjunction with CALPERs has come up with a way to repay obligation by adding it to the  
payments going forward.   Commissioner Bagley states that it is a concern for all municipalities 
and special districts who are participating in CALPERs. 
 
Mr. Brownlee states that going forward, the City is negotiating in the MOUs with the employees 
that they pay a portion of the fund, where currently, the City pays at 100%.   
 
Ms. McDonald asks if during the City’s discussion with CALPERs, whether they had given him the 
statement in writing where they said they would take the debt and include it in the City’s pool. 
 
(It is noted that Commissioner Ramos leaves the dais.) 
 
Mr. Brownlee said that it was all done verbally, but that he would call CALPERs and request the 
agreement in writing.  Ms. McDonald states that it has been her experience that with CALPERs, 
sometimes the response to an issue can vary depending on who you talk to.  She says that it 
would be best to get something in writing to ensure both parties have an understanding.  Mr. 
Brownlee states that he will get the information regarding CALPERs payback in writing from the 
person he spoke to, if he is permitted to do so. 
 
Vice Chair cox asks for further comments from the public. 
 
Mr. Jeff Rigney, San Bernardino County Special Districts, states the he would like to thank 
LAFCO staff for their hard work in this review.  He states that with regard to the Senior Center, a 
contract is currently being developed to address the issues raised in the staff report.  He says that 
special districts has a regional manager who oversees the Needles area and that manager does 
visit and keeps in contact with the senior center every other month.  Mr. Rigney states that to 
clarify the issue regarding the $25,000 loan to Zone H-L that the loan was to help cover cash flow 
issues.  He says the revenues are received twice a year in December and April, and that the 
short term loans are given to provide cash flow while waiting for revenues to be received.   He 
says that in the past, these districts were given what was called constitutional advances, which 
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was a percentage of the tax monies slated to be received.  Since this is no longer the case, 
special districts along with the CAOs office and the auditor’s office was able to put together a 
policy where they could help the smaller districts by making short term loans, payable by the end 
of the fiscal year to cover the cash flow issues of these districts. 
 
(It is noted that Commissioner Ramos returns to the dais.) 
 
Ms. McDonald asks with regards to Zone H-L, since it receives no share of the general property 
tax, if the funds received from the tax bill are the solid waste charges, to which Mr. Rigney states 
that the solid waste charges are on the tax bill.  Ms. McDonald asks if those funds are received 
on the same schedule as the tax bill.  Mr. Rigney states that they are on the same schedule.  He 
says that the area in review has an 18% delinquency rate, which can be difficult to work with.  He 
says that there is a process to collect on those delinquencies, however, it does take time.  The 
monies are coming in and special districts anticipates a fund balance of $10,000 at the end of this 
fiscal year for this zone.  Ms. McDonald asks if the loans provided are reflected on the audits.  Mr. 
Rigney states that they are not, but the special districts will discuss that issue with their auditor. 
 
Vice Chair Cox closes the public hearing. 
 
Vice Chair Cox states that the request has been made for a report back to the Commission with 
the resolution regarding the land fill issues. 
 
Commissioner Bagley moves approval of the modified recommendation.  Second by 
Commissioner Ramos.  Vice Chair Cox calls for opposition to the motion.  There being no 
opposition, the motion passes unanimously with the following vote:  Ayes:  Bagley, cox, 
Lovingood, McCallon, Ramos, Smith, Williams.  Noes:  None.  Abstain:  None.  Absent:  Curatalo 
(Smith voting in his stead.) 
 
CONSIDERATION OF:  (1) REVIEW OF NEGATIVE DECLARATION PREPARED BY COUNTY 
OF SAN BERNARDINO FOR TENTATIVE TRACT 18822 TO CREATE 20 LOTS ON 5 ACRES 
AS CEQA RESPONSIBLE AGENCY FOR LAFCO SC#373; AND (2) LAFCO SC#373 – CITY 
OF FONTANA PRE-ANNEXATION AGREEMENT NO. 13-00001 FOR SEWER SERVICE 
(APNS 0231-051-09 AND 0231-051-10) 
 
LAFCO conducts a public hearing to consider the review of Negative Declaration prepared by 
County of San Bernardino for Tentative Tract 18822 to create 20 Lots on 5 acres as CEQA 
Responsible Agency for LAFCO SC#373; and (2) LAFCO SC#373 – City of Fontana Pre-
Annexation Agreement No. 13-00001 for Sewer Service (APNs 0231-051-09 and 0231-051-10). 
 
Notice of the hearing has been advertised as required by law through publication in The Sun, a 
newspaper of general circulation.  Individual notice of this hearing was provided to affected  
and interested agencies.  Assistant Executive Officer Samuel Martinez presents the staff report, a 
copy of which is on file in the LAFCO office and is made part of the record by its reference here. 
 
Mr. Martinez states that the City of Fontana, on behalf of the property owner, submitted a request 
for approval of a pre-annexation agreement for sewer service outside of its boundaries.  He says 
that the agreement related to two parcels, APNs 0231-051-09 and 0231-051-10, which are 
generally located on the north side of Randal Avenue between Live Oak and Redwood Avenues, 
within the City of Fontana's western sphere of influence.  He says the property owner has 
processed a tentative tract through the County's Land Use Services Department for 20 single-
family residential lots.  He says the project’s conditions of approval include the requirement to 
connect to the City of Fontana sewer facilities. 
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Mr. Martinez states that with regard to the plan for service, the City's application indicates that the 
proposed project will be served by extending an 8-inch sewer line into the tract and along Randall 
Avenue to connect with the existing 10-inch sewer main at the intersection of Randall and Live 
Oak Avenues.  He says that the City of Fontana has estimated a cost of $233,822.20 in 
development impact fees and sewer fees.  He says that the property owner will also bear the cost 
for the sewer main extension. 
 
Mr. Martinez states that for environmental review, the County prepared an Initial Study and 
Negative Declaration for the Tentative Tract 18822 to create 20 lots on 5 acres.  He states 
that the Commission's environmental consultant, Tom Dodson and Associates, reviewed the 
County's environmental assessment and Negative Declaration for the project, and indicated that 
the County's Initial Study and Negative Declaration are adequate for the Commission's use as a 
CEQA responsible agency. 
 
Mr. Martinez states that staff has reviewed the request for the provision of sewer service by the 
City of Fontana outside its corporate boundaries against the criteria established by Commission 
policy and Government Code Section 56133. The parcels to be served are within the sphere of 
influence assigned to the City of Fontana and are anticipated to become a part of the City 
sometime in the future. 
 
(It is noted that Commissioner Williams leaves the dais.) 
 
He says that the proposed development requires that it receive sewer service, which is only 
available from the City of Fontana, and staff supports the City's request since its facilities are in 
close proximity to the proposed development, and there is no other existing entity available to 
provide this service within the area. 
 
Mr. Martinez says that staff is recommending that the Commission: 1) For environmental review 
as responsible agency, certify that the Commission has reviewed and considered the 
environmental assessment and Mitigated negative Declaration prepared by the County of San 
Bernardino for Tentative Tract 18822 to create 20 lots on 5 acres, and found them to be adequate 
for Commission use; determine that the Commission does not intend to adopt alternatives or 
mitigation measures for this project, that all mitigation measures are the responsibility of the 
County of San Bernardino and/or others, not the Commission and are self-mitigating through the 
Conditions of Approval; and note that this project is exempt from Department Fish and Gamed 
fees because the filing fee was the responsibility of the County, as CEQA lead agency, and direct 
the Clerk to file a Notice of Determination within five days of this action; 2 Approve SC#373 
authorizing the City of Fontana to extend sewer service outside its boundaries to the project area 
comprised of two parcels identified as Assessor Parcel Numbers 0231-051-09 and 0231-051-10; 
and 3) Adopt LAFCO Resolution #3175 setting for the Commission’s findings, determinations and 
approval of the agreement for service outside the City of Fontana's boundaries. 
 
Vice-Chair Cox asks for questions from the Commission.  There are none.   
 
Vice-Chair Cox opens the public hearing and asks for comments from the public.  There are 
none. 
 
Vice Chair Cox closes the public hearing. 
 
Commissioner Smith moves approval of the recommendation, second by Commissioner 
McCallon.  Vice Chair Cox calls for opposition to the motion.  There being no opposition, the 
motion passes unanimously with the following vote: Ayes:  Bagley, Cox, Lovingood, McCallon, 



MINUTES OF THE LOCAL AGENCY FORMATION COMMISSION 
HEARING OF MAY 15, 2013 

 

19 

Ramos, Smith.  Noes:  None.  Abstain:  None.  Absent:  Curatalo (Smith voting in his stead.), 
Williams. 
 
 
REVIEW AND ADOPTION OF FINAL BUDGET FOR FISCAL YEAR 2013-14 INCLUDING THE 
FOLLOWING:  1) ADOPTION OF FINAL BUDGET AND APPORTIONMENT;  2) APPROVAL 
OF CONTRACT AMENDMENT #4 FOR CONTRACT EXECUTIVE OFFICER REVIEW AND 
ADOPTION OF FINAL BUDGET FOR FISCAL YEAR 2013-14 
 
LAFCO conducts a public hearing for the review and adoption of the Final Budget for Fiscal Year 
2013-14.  Notice of this hearing has been advertised as required by law through publication in 
The Sun, a newspaper of general circulation.  Individual notice of this hearing was provided to 
affected and interested agencies, County departments, all Cities/Towns, Independent Special 
Districts and the County. 
 
(It is noted that Commissioner Williams returns to the dais.) 
 
Executive Officer Kathleen Rollings-McDonald presents the staff report, a complete copy of which 
is on file in the LAFCO office and is made a part of the record by its reference here.  Ms. 
McDonald reports that the proposed budget and apportionment schedule were forwarded to all 
Cities/Towns, Independent Special Districts and the County of San Bernardino for review and 
comment as required by law.   She states that during that period no comments were received. 
 
Ms. McDonald states that at the April hearing, the Commission requested that additional 
information on salaries and benefits and proposals submitted be provided for the last twenty 
years.  She states that staff has tracked information on the applications for the last sixteen years 
and if desired, can go back and gather additional data.  She also states that staff has provided 
information that identifies the total salaries, total retirement benefits, and total other benefits for 
the last ten years.   
 
Ms. McDonald reviews the Proposal and Service Contract chart and the Salary and Benefits chart 
on the overhead.    She states that for FY 12-13 a total of 2 Proposals and 10 Service Contracts 
were received and 5 service reviews were completed and that staff has fulfilled their mandated 
requirement and has also lived within the budget for the year.  She says that the information 
shown on the chart identifies the total salaries (salary, cellphone, bilingual, overtime, car 
allowance and where appropriate termination payments), total retirement benefits (employer 
share to SBCERA, subsidy payment and until 2010-11 7% match of salary), total other benefits 
(health insurance, workers compensation, life insurance, 401K etc.) for the last ten years.  She 
says that staff has fluctuated between 4 and 6 and that the retirement benefit peaked in FY 09-10 
due to retirements and departures of staff.  She reviews on the overhead the table which 
identifies for years 2011-12 through the forecast for 2014-15, the comparison of salary for those 
employees covered by retirement payment obligations (employer share and subsidy payments), 
not including the cost for the contract Executive Officer as that position carries no benefit except 
for a car allowance.   
 
She states that the staff recommendation is to:  (1) Adopt the Fiscal Year 2013-14 Final Budget 
as presented with the apportionment of net LAFCO costs based upon the Auditor’s information 
attached to this report; (2) Approve the Contract Amendment #4 with the Executive Officer 
extending contract to September 30, 2015 and authorize the Commission Chairman to sign; and, 
(3) Direct the Executive Officer to submit to the County Auditor-Controller the adopted Final 
Budget and request the apportionment of the Commission’s net costs to the County, Cities/Towns 
and Independent Special Districts pursuant to the provisions of Government Code Section 56381 
as provided on the attachment to the Budget. 
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Vice Chair Cox asks for comments from the Commission. 
 
Commissioner Bagley states that he appreciates staff’s presentation of the historical information.  
He says that the information is helpful in developing benchmarks. 
 
Ms. McDonalds states that in FY 09-10 when the Commission had the loss of an employee was 
when the cost of compensated absences were determined and a policy was created to keep a 
reserve for compensated absences equal to the salaries and benefits due and payable as of April 
30th.  This reserve is carried forward every year. 
 
Commissioner Lovingood moves approval of the staff recommendation, seconded by 
Commissioner Ramos.  Vice-Chair Cox calls for the voice vote on the matter which is:  Ayes: 
Bagley, Cox, Lovingood, McCallon, Ramos, Smith, Williams  Noes:  None.  Abstain: None.  
Absent: Curatalo (Commissioner Smith voting in his stead). 
 
DISCUSSION ITEMS: 
 
It is noted that Commissioners Ramos and Lovingood recuse themselves from this hearing item. 
 
CONSIDERATION OF EXEMPTION FROM GOVERNMENT CODE SECTION 56133 FOR 
LAFCO SC#376 - AGREEMENT BETWEEN SAN BERNARDINO COUNTY FIRE 
PROTECTION DISTRICT AND CREST FOREST FIRE PROTECTION DISTRICT FOR FIRE 
PROTECTION AND EMERGENCY MEDICAL SERVICES 
 
LAFCO conducts a public hearing to consider the Exemption from Government Code Section 
56133 for LAFCO SC#376 - Agreement between San Bernardino County Fire Protection District 
and Crest Forest Fire Protection District for fire protection and emergency medical services. 
 
Notice of hearing has been advertised as required by law through publication in The Sun, a 
newspaper of general circulation.  Individual notice of this hearing was provided to affected  
and interested agencies. 
 
Executive Officer Kathleen Rollings-McDonald presents the staff report, a copy of which is on file 
in the LAFCO office and is made part of the record by its reference here. 
 
Ms. McDonald states that on April 30, 2013, the San Bernardino County Fire Protection District 
(SBCFPD) submitted its request that the Commission determine that the proposed Fire Protection 
Services Agreement between the SBCFPD and the Crest Forest Fire Protection District (CFFPD) 
is exempt from the provisions of Government Code Section 56133 as authorized by Subsection 
(e). The request is based on the fact that the section states that the exemption does apply to 
contracts or agreements solely involving two or more public agencies where the public service to 
be provided is an alternate to, or substitute for, public service already being provided by an 
existing public service provider and where the level of service to be provided is consistent with 
the level of service contemplated by the existing service provider. 
 
Ms. McDonald states that it gives LAFCO authorization to exempt a contract between two public 
agencies where one is proposing to provide the service within another. She reviews the service 
area on the overhead and states that during the service review for the Crest Forest Fire 
Protection District, staff identified significant issues with reduced and dwindling resources and 
increased expenditures and costs.  CFFPD is addressing those issues and have undertaken an 
extensive RFP process which ultimately lead to choosing to contract with SBCFPD.  She says 
that during the review of that contract the issues of unfunded liabilities for retirement within the 
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SBCERA, the retirement provider for both districts was identified which required a funding 
mechanism.  She states that LAFCO staff participated in discussions with both districts and 
presented an outline of alternatives for the CFFPD.  She says that the CFFPD determined that its 
preferred course was to pursue the contract with SBCFPD to provide its fire protection services, 
remaining an independent special district. She says that both parties have come to an agreement 
for fire service protection.   
 
Ms. McDonald states that the term of the contract shall be for ten years with a 3-year notification 
requirement for termination.  In addition, it has an automatic one year extension at contract end 
and that notification of the request for termination is required  365 days before termination date.  
She says that the initial cost will be $4,002,767 per year plus start-up cost with monthly payments 
of $333,564.  She says that SBCFPD will pick up CFFPD personnel identified in the contract with 
the requirement that the District provide for up to 96 hours of vacation and 96 hours of sick leave 
(compensated absence balance) and provide for payment to County Fire of the actuarial 
determination supplemental payment for retirement of employees transferred to County fire with 
an estimated cost of $351,739 per year.  She says that they are significant points that have been 
agreed to. 
 
Ms. McDonald states that the findings identified in Subsection (e) of Section 56133 are 
applicable; the agreement between SBCFPD and CFFPD should be exempted from further 
LAFCO review.  She says that the findings are that the Fire Protection Services Agreement is 
between the SBCFPD and the CFFPD both of which are legally defined public agencies and the 
public service to be provided includes a wide range of fire protection services, advanced life 
support (paramedic), ambulance, and rescue services.  She says that the services to be provided 
by SBCFPD are an alternative to the CFFPD providing the service on its own. 
 
Ms. McDonald states that the CFFPD is contracting to receive these services for the area defined 
as its current service area though funds derived from its share of the general ad valorem property 
tax and through special taxes for its Service Zones identified as PM-A and PM-1.  She says the 
CFFPD retains the obligation and responsibility to assure that the special tax revenues generated 
are spent only within the areas in which they were generated and for the purposes they were 
designed to fund.  She says that the level of service to be provided through this contract is 
consistent with the level of service contemplated by the CFFPD, the existing service provider, as 
negotiated in the proposed Fire Protection Service Agreement.  She says that in making this 
determination it is understood that due to the current financial situation of the CFFPD, a failure to 
move forward with the contract will require a reduction in service levels to be provided by the 
CFFPD. 
 
Ms. McDonald states that staff is recommending that the Commission determent that LAFCO 
SC#376 complies with the exemption criteria listed within Government Code Section 56133 
Subsection (e) and, therefore, does not require Commission approval to proceed.  
 
Vice Chair Cox asks for questions from the commission. 
 
Commissioner Smith asks if both entities are agreeable to the contract specifications and whether 
public meetings have been held to inform the public of the contract.  Ms. McDonald says that they 
are both agreeable and the many public meetings have been held to inform the public.  
Commissioner Smith asks what the public opinion on the contract was, to which Ms. McDonald 
responds that the public wants to protect the fire district and that it was not unanimously approved 
by the CFFPD board of directors because the understanding must be that is the CFFPD moves 
forward with the contract that there are obligations for retirement.  The CFFPD payment 
obligations are higher than the County's and that if they should want to go back, the payment 
requirements will be very high for the unfunded liability.  She says that staff made the 
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recommendation to the CFFPD that annexation to the County and dissolution of the CFFPD 
would be the preferable course of action, but it is not what the Community wants at this time. 
 
Vice Chair Cox asks for comments from the public.  There are none. 
 
Commissioner Smith moves approval of the recommendation.  Second by Commissioner Bagley.  
Vice Chair Cox calls for opposition to the motion.  There being no opposition, the motion passes 
unanimously with the following vote: Ayes:  Bagley, Cox, McCallon, Smith, Williams.  Noes:  
None.  Abstain:  None.  Absent:  Curatalo (Smith voting in his stead.), Lovingood, Ramos. 
 
(It is noted that Commissioner Lovingood returns to the dais.) 
 
INFORMATION ITEMS: 
 
PENDING LEGISLATION REPORT  
 
Executive Officer Kathleen Rollings-McDonald states that the Commission has been provided 
with the pending legislative report and that at the last hearing the Commission took positions on a 
number of bills but chose to take no position on an item related to island annexations. She says 
that the report is providing a general update and says that for AB 743 (Logue) related to the 
elimination of the sunset date for island annexations has moved forward out of the house of origin 
to the senate for assignment to committee.  The Commission took a neutral stance on this bill due 
to its changed stance on island annexations due to the loss of funding from adoption for SB 89. 
 
She says that for AB 1427 (CALAFCO sponsored Omnibus bill) that it is moving forward and has 
been amended as of May 1, 2013 to include amendments to Govt. Code Section 57077.1 the 
protest process for dissolutions. She says that this bill has been re-referred to the Assembly 
Committee on Local Government. 
 
Ms. McDonald says that for SB 56(Roth) related to the return of loss of discretionary funding for 
cities has hit a snag and is now a two-year bill. She says that her understanding is that there is 
significant opposition from the Senate Local Government Committee Chair, Senator Wolk, and 
that there is also opposition from the Governor’s Office regarding the reallocation of the property 
tax revenues to address the concern, since property taxes is what is supporting his realignment 
requirements.  She states that the fall back position to move this bill forward is that they may 
reduce the bill to address the four cities in Riverside County involved that were significantly 
harmed by SB 89 and drop the efforts to return funding for the cities that have had inhabited 
annexations processed.  She says that if the effort were terminated, the issues would most 
significantly affect the City of Fontana, the City of Montclair, the City of Loma Linda, the City of 
Victorville, and the City of Upland.  She says that baring the efforts to shore up the cities in 
Riverside, it may dwindle down to a bill that will assist the City of Jurupa Valley to survive; as it 
stands the City of Jurupa Valley has revenues to survive for one year and without the return of 
the monies it lost on the day it opened its doors, it will not endure. 
 
Ms. McDonald states that last month the Commission took a position in opposition of SB 772 
(Emerson) which is related to private and mutual water companies and included the language 
that required LAFCOs to establish a sphere of influence for a non-public agency.  She says that 
staff prepared the letter and the letter was forwarded to Chairman Curatalo for signature who had, 
among other matters, a meeting with Senator Emmerson’s office.  She says that they asked that 
before the letter was mailed, that Chairman Curatalo and the Executive Officer meet with the 
Senator and his staff so that the concerns could be reviewed.  As a result, the letter of opposition 
has not been sent and the meeting is in the process of being scheduled.  Ms. McDonald states 
that it is her opinion that the Senator did not anticipate the large outburst or backlash from 
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CALAFCO and various other LAFCOs and entities on this bill and that making this a two-year bill 
will allow LAFCO to work with him will be helpful. 
 
Ms. McDonald states that at the April Hearing, a discussion regarding SB 246 (Fuller) was 
deferred to the May hearing so that the Bighorn-Desert View Water Agency (BDVWA) could 
participate in the discussion with the Commission.  She says that SB 246 (Fuller) is addressing 
an update to the Special Act for the BDVWA and that the bill, as presented rewrites the legislation 
providing for uniform methods of operation, repeals the section which address the completed 
consolidation, and make other statutory updates that are necessary.  She says that the BDVWA 
is governed by this law and that during the LAFCO service review, staff identified deficiencies and 
issues related to that special act that needed to be modernized.  She says that the BDVWA and 
Senator Fuller’s office have been working to do that and that new language has been provided to 
the Commission.  She says that staff has worked with Senator Fuller’s office and with the 
BDVWA to discuss issues to bring the special act to a place where it is easier to read and 
understand and does not have outdated references.   
 
Ms. McDonald states that LAFCO staff has reviewed questions with Senator Fuller’s office and 
the BDVWA during and following the service review to address concerns with the special act and 
is recommending that the Commission support SB 246 and direct that a position letter be drafted 
for the Chairman’s signature reflecting that position. 
 
Vice Chair Cox calls Marina West to the podium for comments. 
 
Marina West, General Manager, Bighorn-Desert View Water Agency, states that she would like to 
thank the Commission for their leadership and direction to the BDWVA that lead the Board to 
sponsoring the legislation by Senator Fuller.  She says that she wishes to inform the Commission 
that she has received verbal notice from the Association of California Water Agencies and the 
California Special Districts Association informing her that they will be supporting SB 246.  She 
says that she along with a representative from her board, Mr. Daily, are asking that the 
Commission pen a letter of support to be forward to the Senator in support of SB 246. 
 
Vice Chair Cox states that this legislation is a great milestone and thanks Ms. West for her 
comments.   
 
Commissioner Williams moves approval of staff recommendation.  Second by Commissioner 
Bagley.  Vice Chair Cox calls for opposition to the motion.  There being no opposition, the motion 
passes unanimously with the following vote: Ayes:  Bagley, Cox, Lovingood, McCallon, Smith, 
Williams.  Noes:  None.  Abstain:  None.  Absent:  Curatalo (Smith voting in his stead.), Ramos. 
 
EXECUTIVE OFFICER'S REPORT 
 
Executive Officer Kathleen Rollings-McDonald state that there is an election to be held at the 
Annual CALAFCO Board of Directors meeting this year.  She says that there are two positions 
whose terms are expiring in August which are the Southern Region’s Special District and County 
members.  She says that as members of the Coalition of California LAFCOs (CCL), they have a 
policy on board membership rotation on CALAFCO.  CCL’s practice has been to establish a 
succession order for the Board of Directors positions, and Commissioner Curatalo is the 
successor for the Special District position up for election.  Staff is recommending that the 
Commission nominate Commissioner Curatalo for the Special District position.   
 
Ms. McDonald says that in addition, CALAFCO has opened the nomination period for its 
Achievement Awards and that staff is proposing that the Commission nominate the City of Big 
Bear Lake Service Review/Sphere of Influence Update for the Project of the Year Award.  She 
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says that this service review undertook the unique circumstance and special need of addressing 
the City’s Department of Water and Powers service delivery boundaries based upon its 
condemnation and acquisition of the former Big Bear Southern California Water Company 
system.  She also states that should the Commission have any other project that they would like 
to nominate, or any other people that the Commission would want to nominate for a CALAFCO 
award in any of the categories that staff will be happy to put together the materials and submit 
them to CALAFCO.   
 
Vice Chair Cox ask for comments from the Commission. 
 
Commissioner Williams says that she supports the nomination of the City of Big Bear. 
 
Ms. McDonald states that she would like to inform the Commission of the issue regarding 
disincorporation is in the front of a number of agencies in San Bernardino County.  She says that 
the County and several cities have come to her with questions and concerns on this issue.  She 
states that she participated and made a presentation in the City of Grand Terrance at their budget 
workshop.  The City asked her to come and participate and talk to them about the realities of 
disincorporation and bankruptcy; what it could and could not do for the City.  She says that the 
City has a systemic cash flow issue, it had a redevelopment agency that encompassed the entire 
City and that for a number of years they had used redevelopment monies to prop up general 
government operations and they can no longer do so.  She says the City is now faced with the 
reality of living within the revenues that they have, which are insufficient.  She says that she 
presented the information and informed the City that the bond debt will be protected in any 
disincorporation process.   
 
Ms. McDonald states that as an outgrowth of that meeting, she was asked to make a presentation 
to the Inland Action group at their next board meeting to discuss disincorporation.  She says that 
for her presentation she is using a coined phrase “The Potential For The Vanishing City” and that 
the Commission needs to know what that means and that LAFCO Law has not taken that 
possibility into account in its myriad of legislative updates.  She says that it needs to be 
addressed and that the Commission should be aware that vanishing cities are a reality.  She says 
that if it were to come to that for the City of San Bernardino, that she does not believe the 
Commission would not be involved directly with the process, rather that it would be involved 
indirectly and that any disincorporation of a city the size of San Bernardino would come out of the 
legislature.  She says that the disincorporation process requires a vote and it is her opinion that 
she does not think the voters would approve it.   
 
She says that she wants the Commission to be aware of her activities in that regard and the 
presentations that she will be making. 
 
Ms. McDonald says that she will be in Hinckley participating in a Water Quality Control board 
meeting to discuss the future for the community of Hinckley related to domestic water and what 
can and cannot occur. 
 
Commissioner Lovingood asks regarding the disincorporation issue, he asks if Ms. McDonald has 
a current report on the outcomes from the Stockton bankruptcy between the bond holders and 
CALPERs. 
 
Ms. McDonald states that Stockton has been accepted into bankruptcy, the question had been as 
to whether or not they would be accepted and they have been.  She says that now the discussion 
will be the reallocation of contracts and the reallocation of debt.  She says that the bankruptcy 
court has that available and that federal bankruptcy can adjust debt and renegotiate and reopen 
contracts.  She says that in a disincorporation process that would come to the Commission, bond 
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debt is off the table because there are specific statutory requirements that say we will protect 
bond holders.  LAFCO can deal with and assign contracts but cannot renegotiate contracts.  She 
says that is the most that she knows regarding Stockton and that for the City of San Bernardino, 
they have not yet been accepted into bankruptcy and are still waiting to see what the court will 
determine.   
 
Ms. McDonald states that the City of San Bernardino is not the only city experiencing bankruptcy 
issues, the City of Detroit is in receivership and in the State of Michigan, the state can assign a 
receiver to go through and take over the operations, an option that is not available in California.   
 
Commissioner McCallon moves approval of the nomination of Chairman Curatalo as the Special 
Districts Member to the CALAFCO Board.  Second by Commissioner Williams.  Vice Chair Cox 
calls for opposition to the motion.  There being no opposition, the motion passes unanimously 
with the following vote: Ayes:  Bagley, Cox, Lovingood, McCallon, Smith, Williams.  Noes:  None.  
Abstain:  None.  Absent:  Curatalo (Smith voting in his stead.), Ramos. 
 
COMMISSIONER COMMENTS 
 
Commissioner Bagley asks regarding bankruptcy in a charter city if it also allows for amendment 
of the charter.  Ms. McDonald states that to her knowledge it does not allow for the amendment of 
the charter, but that Mr. Alsop would be more informed on that issue, but that disincorporation 
does allow for the amendment of the charter because the charter dissolves with the municipality.   
 
Mr. Alsop, Legal Counsel for the Commission, states that he is unsure of that issue at this time.  
(no microphone not audible.) 
 
Commissioner Bagley states that it seems that bankruptcy is the best solution for any 
disincorporation that may be following, as a legal process.  He asks if the courts can mandate 
that they be dis-incorporated as a part of the bankruptcy to allow for a complete reorganization in 
the future.   
 
Ms. McDonald states that it is a good question and that it is not known at this time. 
 
Commissioner Smith asks a question regarding LAFCO process and the vote taken on the 
exemption for LAFCO SC#376 since it was listed on the agenda as a discussion item that does 
not require Commission approval.  Ms. McDonald states that the exemption does not require a 
public hearing and has been identified under discussion items rather than public hearing.   
She says that if the Commission would prefer to have this exemption placed on the public hearing 
section of the agenda, staff would be happy to comply.    Commissioner Smith states that he just 
required clarification on the issue. 
 
COMMENTS FROM THE PUBLIC 
 
There are none. 
 
THERE BEING NO FURTHER BUSINESS TO COME BEFORE THE COMMISSION, THE 
HEARING IS ADJOURNED AT 11:38 A.M.  
 
ATTEST: 
 
 
__________________________________ 
REBECCA LOWERY 
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Clerk to the Commission 
 

LOCAL AGENCY FORMATION COMMISSION 
 
 
 
 

______________________________________ 
KIMBERLY COX, Vice Chair  

 


