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

AGENDA ITEM No. 13

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

SUBJECT: Consider Request — Waive LAFCo Filing Fees for City of Fresno. A request to
waive, reduce, or defer LAFCo filing fees to support the City of Fresno’s Island
Annexation Program.

Petitioner: City of Fresno

Representative: Nick Yovino, Director, Planning and Development Department

Background:

The City of Fresno in accordance with Section 56375.3 of the Cortese-Knox-Hertzberg Local
Government Reorganization Act of 2000 has initiated an “Island Annexation” Program intended
to annex substantially surrounded County islands consisting of areas of less than 150 acres in
size. The State law mandates that such annexation(s) take place without protest proceedings
when the following criteria can be met:

The annexation is initiated on or after January 1, 2000, and before January 1, 2014;
The annexation is proposed by resolution adopted by the affected City;

The area to be annexed does not exceed 150 acres in size constituting the entire island,;
The island is receiving benefits from the annexing city or will benefit from the city; and
The island was not created after January 1, 2000.

The City has identified nine islands that it believes meet the State law requirements for Island
Annexations (see attached map). The City has also identified three additional “substantially
surrounded” areas on the west side of the Metropolitan Area that it wishes to include within their
annexation program (see attached map).

The City of Fresno did conduct two public meetings in the Fort Washington and Mayfair
neighborhoods. These two meetings were held in order to inform residents about the City’s
Island Annexation Program, how annexation to the City will benefit residents, and the provisions
of State law that allow for Island Annexations. These meetings were well attended and provided
residents an opportunity to discuss their concerns with City, County, and LAFCo staff. The City
has also taken action to pre-zone the Mayfair area as a prerequisite to filing a formal application
with LAFCo.

Proposal:

The City of Fresno has petitioned LAFCo to waive, reduce, or defer its filing fees for these 12
identified Island Annexations (see Exhibit “A”). The City in support of its request has stated:

The City has and will continue to expend staff time and resources to annex these
areas into the City. Since the program is strictly motivated by doing what's in the
best interest of the public, the City respectfully requests that LAFCo waive,
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reduce or defer the normal annexation application fee. Any reduction in costs
would be very much appreciated as we work cooperatively with LAFCo and the
County to implement this important program.

Although the City did request consideration of possible fee “deferments”, it should be noted that,
pursuant to LAFCo's Policies, Standards and Procedures, the Commission may only grant
“deferments” to Districts, rather than cities. The Commission may want to consider revising this
policy to cover all potential applicants.

Discussion:

Fresno LAFCo recently waived its filing fees for consolidating several Resource Conservation
Districts. Such fee waivers had resulted from recommendations made as a part of Municipal
Service Reviews (MSRs) and Sphere of Influence (SOI) Updates prepared for these Districts.
The Commission also waived filing fees supporting the activation of “latent” powers for the
Easton Community Services District.

While the MSR and SOI Update prepared for the City of Fresno did not address its Island
Annexation Program, the Commission has continually expressed its support for eliminating
County Islands in order to square-off City boundaries and provide more cost-effective delivery of
public services and facilities. City staff has provided progress reports to the Commission
concerning the Island Annexation Program. City staff has indicated its intent to annex all islands
of less than 150 acres in size within this fiscal year (FY 2008-09).

The City has identified 12 individual areas that meet the State criteria for consideration of
“Islands”. These areas range in size from 17 to 146 acres. Staff has calculated that the
standard LAFCo filing fees for these 12 areas would be $94,500. The total cost to LAFCo to
provide public notices (as required by State law) for these 12 areas is estimated to be $5,919.40
(See Exhibit “B”). It should be noted that since a protest hearing for County Island Annexations
is not required per State law, a second meeting and public notice would not be required, thus
reducing potential noticing costs.

Staff Analysis

Section 350.08 of Fresno LAFCo’s adopted Policies, Standards, and Procedures (Fee
Schedule-Exceptions to Required Fees), states that the Commission may take action on a four-
fifths affirmative vote to waive (or reduce) filing fees if the imposition of such fee(s) would be
detrimental to the public interest, as determined by the Commission.

It should be pointed out that LAFCo’s fees have been established to help off-set the State
mandated annual contribution by the County of Fresno and the Cities of Fresno County that
fund LAFCo operations. It should be noted, however, that the City of Fresno’s contribution to
LAFCo operations during this fiscal year (FY 2008-2009) is $119,623 or 34% of the total
Cities/County support of LAFCo. It should also be noted that the 2008/09 LAFCo Budget
recently approved by the Commission provided for a contingency fund of $3,000 and a reserve
cash fund balance of $143,063 (20% of annual budgeted amount). While the contingency may
not be sufficient to cover the identified public notification costs, the Commission could choose to
amend its current budget to transfer additional funds from its cash reserves to its contingency
fund to cover these expenses.

Staff did solicit comments from other LAFCOs that have adopted County Island Annexation
Programs and found that most of these LAFCOs have provided full fee waivers. Such was the
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case in Orange, Riverside, Santa Barbara, Santa Clara, Stanislaus, and Ventura Counties. San
Bernadino County responded that they did not charge for staff time—only for hard costs (i.e.
mailing costs). No other LAFCOs offered comments.

The Commission may grant the waiver of fees if it determines that the imposition of such fees
would be detrimental to the public interest. The City in its support of annexing these identified
12 islands will be required to pre-zone all properties consistent with the City’s General Plan and
pay all required fire district transition fees. The City will be required to work with these
neighborhoods to address extension of public facilities and services including public water,
sewer, fire and police protection services, solid waste disposal services, etc.

Recommended Action:

Staff supports the City’s request for a full fee waiver consistent with other LAFCOs throughout
the State of California. Staff believes that, consistent with LAFCo's adopted policies to
encourage the efficient delivery of services and provide for logical city boundaries, the
Commission should support the City's island annexation efforts. In this respect, waiver of the
fees would be a relatively small cost to pay in order to provide better services to residents of the
Fresno Metropolitan Area. Therefore, staff believes that to not grant the fee waiver would be
detrimental to the public interest.

Individuals and Agencies Receiving this Report

= LAFCo Commissioners and Alternates

= Ken Price, LAFCo Counsel, Baker, Manock, and Jensen

= Andrew T. Souza, City Manager, City of Fresno

= Bart Bohn, Chief Administrative Officer, Fresno County

= Nick Yovino, Planning & Development Director, City of Fresno

= Keith Bergthold, Assistant Planning & Development Director, City of Fresno

= Bruce Barnes, Planning Manager, City of Fresno

= Gilbert Haro, Planning Manager, City of Fresno

= Bernard Jimenez, Development Services Manager, Fresno County Public Works and
Planning Department

= Will Kettler, Fresno County Public Works and Planning
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