TO: MEMBERS, FORMATION COMMISSION
FROM: PAUL L. HOOD, EXECUTIVE OFFICER
DATE: JANUARY 15, 2009

SUBJECT: AVILA BEACH COMMUNITY SERVICES DISTRICT
SPHERE OF INFLUENCE UPDATE AND
MUNICIPAL SERVICE REVIEW

Recommendation: It is respectfully recommended that the
Commission continue this item to the February meeting for
consideration at that time. This allows the public comment period to
be completed and any comments would be reviewed and submitted
for the Commission’s consideration at the February 19, 2009
hearing.

Discussion: In December 2007, the Local Agency Formation
Commission approved the Sphere of Influence Update (SOI) and
Municipal Service Review (MSR) for the ABCSD. At that time, a
limited Municipal Service Review was prepared and approved by
the Commission. LAFCO Staff was directed to complete a more
comprehensive Municipal Service Review for the ABCSD. The
attached Sphere of Influence Update and an expanded Municipal
Service Review was completed for the Avila Beach Community
Services District (ABCSD). It was released for public review on
December 12, 2008 with the comment period ending on Friday
January 16, 2009.

The attached Public Review Draft MSR is a document that includes
a variety of information used for updating the ABCSD’s Sphere of
Influence. The purpose of a Municipal Service Review (MSR) is to
provide information about an agency’s service capabilities in the
context of determining the Sphere of Influence of a jurisdiction. It is
used to help the Commission determine the appropriate extent of a
Sphere of Influence. The MSR is not a regulatory document that
requires a jurisdiction to comply with a particular set of legal
requirements. It is a review of jurisdiction’s ability to provide service
to existing and future residents.

Based on the MSR, no expansion or reduction to the ABCSD’s
Sphere of Influence is recommended at this point in time. The
recommended SOI is shown on the next page.
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Sphere of Influence Recommendation. The SOI includes 1,908.4 acres to the
north and east of the town of Avila Beach. The service area of the District is
153.9 acres and includes the town of Avila Beach. The SOI also includes 778
parcels many of which are part of several developments in the area including; the
Kingfisher Development, the San Luis Bay Estates Development, the Mallard
Green Development, the Heron Crest Development, and the San Luis Bay Inn to
the west. These developments are not served by the ABCSD, but use private
water and sewer services (San Miguelito Mutual Water Company) set up to
specifically serve these developments.

The reasoning behind the ABCSD’s existing Sphere of Influence is to plan for the
possible future consolidation of services. In particular, the eventual consolidation
of County Service Area 12 with the ABCSD. Also, the Sphere of Influence area is
consistent with the Urban Reserve Line of the County’'s General Plan. Urban
Reserve Lines identify the potential urban extent of a community over the next 20
years. The area takes in what is commonly referred to as the Avila Beach/Avila
Valley Area and is shown on the map on the next page.

Municipal Service Review. The Municipal Service Review is used to help
determine the Sphere of Influence and the jurisdiction’s ability to provide
services. A SOl is generally considered to be the future service area boundary
for a jurisdiction over the next 20 years. The MSR is not a detailed audit of a
jurisdiction’s operations or financial status, nor is it intended to be used as such.
The Service Review is a summary-level analysis of information provided by the
ABCSD to LAFCO. Information from the County Planning Department and
Auditor’s Office is also used to prepare the MSR.

The Municipal Service Review for the Avila Beach Community Services District is
prepared in accordance with Section 56430 of the California Government Code.
The MSR contains written determinations that address each of the following six
factors that are specified in the CKH Act. Information and written determinations
regarding each of the factors is provided in the Service Review. The six service
review factors are addressed in Chapter Two of the MSR and include:

1. Growth and Population projections for the affected area

2. Present and planned capacity of public facilities and adequacy of
public services, including infrastructure needs or deficiencies

3. Financial ability of agencies to provide services
Status of, and opportunity for, shared facilities

Accountability for community service needs including governmental
structure and operational efficiencies

6. Any other matter related to effective or efficient service delivery, as
required by commission policy
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It should be noted that within the SOI the ABCSD contracts with San Miguel
Mutual Water Company and the San Luis Coastal Unified School District (Lopez
and State Water) as well as Avila Valley Estates Mutual Water Company (State
Water) for services.

Water Supply. The ABCSD provides water services for the community of Avila
Beach. The ABCSD’s water supply comes from Lopez Lake Reservoir/County
Service Area 12 (68 Acre feet) and State Water (100 acre feet). The District
prepared a Water Master Plan in 2006 that addresses water supply, future
demand, storage and distribution facilities, and infrastructure improvements. The
ABCSD'’s 2006 Water Master Plan gives the District information to plan for water
system improvements to meet the needs of existing and future residents. The
Water Master Plan states the following:

Using data from the District, the existing Water Use and number of connections
are shown for the fiscal years from 2000-2007 in the chart below. The range of
acre feet of water per connection used per year is from .21 to .28. The average is
about .24 acre feet per connection per year. Using 1.8 persons per connection,
this equates to an estimated use rate of about 119 gallons per day per person.

Avila Beach Water Use and Connections 2000-2007
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The table below shows the existing water supply and estimates the future demand:

Existing Water Supply and Future Demand

Water Suppl Existing Future Demand
Source PPy Demand Town Buildout+Tank
AFY
Town Farm

Lopez Lake 68.3

Reservoir

State Water 100 SLAFY 170 AFY
Totals 168.3

Source: 2006, ABCSD Water Master Plan

The ABCSD’s Water Master Plan does not plan for the annexation of the area
located in northern part of the Sphere Influence. It does address the future needs
of the Tank Farm Area located in the eastern part of the Sphere of Influence. The
developed areas in the northern part of the SOI are served by San Miguelito
Water Company, a private water purveyor. It should also be noted that the
estimate of 20 afy for the Tank Farm is unconfirmed at this point in time. If the
areas in the northern part of the Sphere of Influence are to be annexed by the
District, the current water supply would need to be transferred to the District.
Alternatively, the District would need to obtain additional water from another
source to serve the area.

Sewer. Overall, the wastewater treatment and collection system is adequate to
serve the existing and future needs of the town of Avila Beach. The 2006
Wastewater Master Plan recommends a number of capital improvements to
enhance the capacity of the system as the town grows. In 2006, the Wastewater
Treatment Plant was operating at 37% of capacity. Because of increased flows
during the summer tourist season and the contractual capacity of the plant
allocated to the Port San Luis Harbor District, the ABCSD is continuing to study
the need for improved capacity to meet the needs of the town as build out
occurs. The Wastewater Master Plan prepares for the future growth of the town
of Avila Beach. The Plan evaluates the existing wastewater collection system
and recommends a capital improvement plan program for the system. The Plan
assumes build-out of the town and increases in tourism as the town re-builds
from the oil and diesel cleanup project.

Fire. The California Department of Forestry and Fire Protection, (CAL FIRE)
provides fire protection for the County of San Luis Obispo and the Avila Beach
Community Services District by cooperative agreements. CAL FIRE/ San Luis
Obispo County Fire Station 62 is located in Avila Valley. In 2000, Avila Beach Fire
Department began contracting for fire services with CAL FIRE/San Luis Obispo
County Fire, moving all staff and equipment to Avila Valley Station 62.

Station 62 has a varied response area which includes the hills west of Highway
101 in Avila Valley, Highway 101 from the southern rim of San Luis Obispo to
Pismo Beach, Avila Valley, Avila Beach, Port San Luis and Pirates Cove beach
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area. Station 62 also responds into northern Shell Beach. Diablo Canyon Nuclear
Power Plant is also located in Station 62’s response area.

The ABCSD also provides Solid Waste and Street Lighting services for the town
of Avila Beach.

Financial Status. The ABCSD is financially capable of providing services to its
customers. The revenues for the water and wastewater funds are in general
keeping pace with expenses. Annual increases in rates based on Consumer
Price Index (CPI) should maintain the Districts stable financial situation.

The ABCSD prepares the budget each year with adjustments made on an as
needed basis. The budget is prepared as a series of spreadsheets with
supporting documentation. A Staff Report describing the revenues and
expenditures is provided to the Board of Directors for consideration. The ABCSD
budget process includes review by a budget sub-committee, public budget
meetings by the Board of Directors, and mid-year budget reviews.

The ABCSD has very little long-term debt. The interest free note for $147,000
from the Department of Fish and Game is being paid on a regular basis. The
ABCSD has made its payments in a timely manner and will pay off this loan in
2009. The ABCSD has successfully worked with Federal, State, FEMA and
County Agencies to secure grants and loans to pay for the development and
construction for facilities and improvements. The Avila Beach Cleanup completed
by Unocal/Chevron provided for numerous improvements to District facilities.

The Annual Audits for the last three years did not identify any financial issues or
problems.

Change to the MSR. On page 21 of the MSR it is recommended that a narrative
section for each service department be provided along with goals, objectives and
accomplishments. In a meeting with ABCSD Staff, it was pointed out that this
information is provided to the budget sub-committee during the budget process.
Copies of this information were provided for review by LAFCO Staff. Also,
additional budget information is available for review upon request. The
recommendation in the MSR for adding a narrative section to the ABCSD budget
is proposed for deletion.

CEQA. In this case it has been determined with certainty that there is no
possibility that the project would have a significant environmental effect on the
environment and therefore it is found to be exempt from CEQA pursuant to
section 15061(b)(3) of the State Guidelines. The Local Agency Formation
Commission will file this Notice of Exemption upon approval of the Sphere of
Influence Update and Municipal Service Review. LAFCO approval of the Sphere
of Influence Update and Municipal Service Review do not involve, authorize or
permit a particular land use or the construction of any facilities associated with
any subject property. No change to the Sphere of influence of the District is
recommended at this time.
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Public Review Period. The MSR/SOI Update was released on December 12,
2008. It was mailed to the ABCSD, the Avila Valley Advisory Council, Chevron,
Port San Luis Harbor District, the County Planning Department, County Public
Works, San Miguelito Water Company and other interested parties. The review
period is scheduled to end on January 16, 2009. The ABCSD Board of Directors
is to consider the SOI Update/MSR at their January 13, 2009 meeting. Staff has
met with ABCSD Staff and will be attending the January 13 meeting and other
meetings as needed. The documents have been available on the Internet at
www.slolafco.com.
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