FRESNO LOCAL AGENCY FORMATION COMMISSION (LAFCO)
EXECUTIVE OFFICER’S REPORT

CONSENT AGENDA ITEM NoO. 8

DATE: January 9, 2008
TO: Fresno Local Agency Formation Commission
FROM: Rick Ballantyne, Executive Officer

Darrel Schmidt, Deputy Executive Officer

SUBJECT: Consider Approval: County Service Area No. 49 (Community of O’Neill)
Sphere of Influence Determination (SOI-209)

Background:

County Service Area No. 49 encompasses five non-contiguous areas totaling 93 acres located
on both sides of Fresno Coalinga Road (SR 145) and approximately three miles southwest of
the unincorporated community of Five Points (see location map). The District formation was
approved by the Commission on June 28, 2000. The District was formed in order to provide
domestic water service to district residents and businesses. It was also given powers to provide
sewer, recreation, and park services. The District has plans for providing water service, but is
not currently providing this service. As discussed in more detail in the Discussion and Analysis
section below, the District is in the process of finalizing funding agreements for a new water
system and expects to begin construction soon. Once the system is completed, untreated water
will be obtained from the Westlands Water District and then treated by the District before
distribution. The District does not have any specific plans for providing sewer, recreation, and
park services.

The District will serve eight parcels that contain 41 residences, a cotton gin, farm office, market,
day care, an elementary school, and a planned farm shop. The residences were built to provide
farm worker housing. They are clustered on a few of the parcels.

At the time the District was formed, consideration was given to including this area within one of
two existing County Service Areas. However, it was determined that it would not be beneficial
to annex the District to either County Service Area No. 30 or No. 32. Said Districts are located
15 and 13 miles away. It was determined that there would be no benefit to annexing to either
service area since separate budgets and fee schedules would still be required. Also, since the
water systems are different, it would be difficult to combine the maintenance operations. It was
further determined that no other districts in the vicinity of CSA No. 49 could provide the
requested services.

Pursuant to the Cortese/Knox Local Government Reorganization Act of 1985 and the law
governing County Service Areas, the Fresno County Board of Supervisors was designated as
the conducting authority to undertake proceedings to form CSA No. 49. The Board of
Supervisors approved formation of CSA No. 49 on March 27, 2001. The Certificate of
Completion was filed with the Fresno County Recorder on May 25, 2001.



During preparation of the District’'s Municipal Service Review (MSR), staff was unable to
determine why the District’s Sphere of Influence (SOI) had not been established following the
formation of the District in 2001. When the MSR was approved on December 5, 2007, staff did
recommend and the Commission did take action to initiate a public hearing for considering
adoption of a District SOI.

Environmental Determination

The Sphere of Influence (SOI) Determination qualifies for a general exemption from
environmental review based upon CEQA Regulation Section 15061 (b)(3), which states: “The
activity is covered by the general rule that CEQA applies only to projects which have the
potential for causing a significant effect on the environment. Where it can be seen with certainty
that there is no possibility that the activity in question may have a significant effect on the
environment, the activity is not subject to CEQA.”

There is no possibility that the SOI Determination may have a significant effect on the
environment because the SOI will be coterminous with the District's boundary and there will be
no land use changes associated with this action. If the Commission approves and adopts the
SOI Determinations and determines that the project is exempt from CEQA, staff will prepare and
file a notice of exemption with the County of Fresno, as required by CEQA Section 15062.

State Law Requirements

The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 requires LAFCo to
establish Spheres of Influence for cities and special districts. Prior to, or in conjunction with
establishing an agency’s SOI, LAFCo is required to conduct a Municipal Service Review (MSR)
for each agency. A MSR prepared for the District was adopted by the Commission on
December 5, 2007. No changes have occurred since this date which would necessitate an
amendment to the MSR or require a new MSR prior to determining the District's Sphere of
Influence.

As part of establishing a district’'s SOI, the Commission is required to consider and make
appropriate determinations in relationship to each of the following:

1. The present and planned land uses in the area, including agricultural and open-space
lands.

2. The present and probable need for public facilities and services in the area.

3. The present capacity of public facilities and adequacy of public services that the
agency provides or is authorized to provide.

4. The existence of any social or economic communities of interest in the area if the
commission determines that they are relevant to the agency.

Commission Policies

The Commission adopted Policies, Standards and Procedures, Section 330 — Sphere of
Influence Updates and Revisions mirror State Law requirements related to determining an
agency’s Sphere of Influence.



Discussion and Analysis

CSA No. 49 was formed to provide water service, and potentially future sewer, recreation, and
park services to a small rural community consisting of 41 residences, some businesses, and an
elementary school. The two water systems which served the community at the time of the
District’s formation are still operational and serving the community at this time. Residences and
businesses are provided water from a private water system operated by J.E. O’'Neill, which
treats and distributes water that it purchases from the Westlands Water District. The elementary
school (which also purchases water from the Westlands Water District) operates its own surface
water treatment system for the school’s needs.

Funding for a new water system is being provided from State funding sources and the Federal
Community Development Block Grant Program administered by Fresno County. Development
and approval of project plans has taken considerable time to complete and the County has
indicated that funding agreements are being prepared and are to be completed during
December, 2007. The County anticipates releasing plans and specification for bid in January,
2008, and awarding the project in February, 2008. Construction should be completed by June,
2008. The District will begin providing water service to the community following construction of
the new water system.

The Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000 defines “Sphere of
Influence” as:

A plan for the probable boundaries and service area of a local agency as
determined by the Commission.”

At the time of the District’s formation, its probable service area was determined to be the
elementary school and those parcels which were already receiving water service from the water
system operated by J.E. O’Neill. Staff's District formation report to the Commission stated:

Limiting the CSA boundaries to the properties that currently receive water services from
the private systems reduces the potential for attracting new intensive developments,
thereby minimizing potential adverse impacts to surrounding agricultural operations. No
other nearby properties have development that would benefit from inclusion in the CSA
boundaries.

The Board of Supervisors set the District’s boundaries to include only the school and those
parcels which had been receiving water service from the system operated by J.E. O’'Neill. The
County’s Special District Administrator, who administers CSA No. 49, has not indicated a need
or desire for the District's SOI to include areas that are not already within the District’'s boundary.
Based on this information, it appears that establishing a SOI that is coterminous with the
District’s boundary would be appropriate.

Required Determinations

1. The present and planned land uses in the area, including agricultural and open-
space lands.

The District and the surrounding area are designated for Agriculture in the Fresno County
General Plan. Land uses within the District include residences, a cotton gin, a market, a
daycare facility, an elementary school, and a future farm shop. No growth is anticipated.
These uses are anticipated to remain the same for the foreseeable future.
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2. The present and probable need for public facilities and services in the area.

Water service is an ongoing need within the District area. A new surface water treatment
facility is necessary to ensure a safe and reliable water supply for the District’s residents,
businesses, and school.

It is not known whether public sewer and park and recreation services may be needed or
desired to be provided by CSA No. 49 in the future. Residences and businesses in the
community use septic systems for their current wastewater disposal needs.

3. The present capacity of public facilities and adequacy of public services that the
agency provides or is authorized to provide.

CSA No. 49 is not providing services at this time. It is anticipated that funding
agreements will be completed in December, 2007, and that construction of the new water
system will be completed in June, 2008. Westlands Water District has agreed to provide
untreated water to CSA 49 in the same quantities it supplies to the two existing systems.
The new system will be capable of providing water service to its customers at their
current levels of service.

4, The existence of any social or economic communities of interest in the area if the
commission determines that they are relevant to the agency.

The residents, businesses, and school located in the Community of O’Neill may be
considered a social and economic community of interest, and relevant to the agency, as
they will directly benefit from the planned water system.

Recommendations

A. Acting as Lead Agency pursuant to California Environmental Quality Act (CEQA)
Guidelines, find that prior to adopting the written determinations, the Sphere of
Influence determinations under consideration are exempt from the provisions of
the California Environmental Quality Act (CEQA) under the general exemption
from environmental review, Section 15061(b)(3).

B. Find the Sphere of Influence Determination prepared for County Service Area No.
49 (Community of O’Neill) is complete and satisfactory.

C. Find that the written determinations within the Sphere of Influence Determination
satisfy State Law.

D. Pursuant to Government code Section 56425, make the required determinations
for County Service Area No. 49’'s (Community of O’Neill) Sphere of Influence and
establish a Sphere of Influence boundary for said District that is coterminous with
the District's boundary, as identified as Exhibit “A”.
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