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MEETING PARTICIPATION

To submit written comment, mention the matter or agenda item number and send via email to
mbing@slo.lafco.ca.gov or fill out an online submission form on our website at slo.lafco.ca.gov, or U.S. mail
at 1042 Pacific St Suite A, San Luis Obispo CA, 93401. All correspondence is distributed to each
Commissioner and will become part of the official record of the Commission meeting.

To submit a pre-recorded verbal comment call (805) 781-5795; state and spell your name, mention the
agenda item number you are calling about and leave your comment. Your comments will be distributed to
each Commissioner and will become part of the official record of the Commission meeting.

To provide live comment, attend the in-person meeting and fill out a “request to speak form” provided
in the front and back of the meeting room and hand it to the Commission Clerk prior to the beginning of
that item. Each speaker will be limited to a three-minute presentation. During public hearings, applicants
or their representatives will be given the opportunity to speak first after the staff report is given and
questions of the Commission have been addressed.

Other Notes:

In compliance with the Americans with Disabilities Act (ADA), if you need special assistance to participate
at this meeting, please contact the Clerk at 805-781-5795. Notification provided a minimum of 48 hours
prior to the meeting will enable the Clerk to make reasonable arrangements to ensure accessibility to this
meeting. Pursuant to the ADA, the meeting room is accessible to the physically disabled.

It is required by Government Code Section 84308 that a participant in a LAFCO proceeding who has a
financial interest in the decision and who has made a campaign contribution of more than $250 to any
Commissioner within (12) months prior, must disclose the contribution. If you are affected, please notify
Commission Staff before the hearing.
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MEETING AGENDA
Pledge of Allegiance

Call to Order/Roll Call

Approval of the Minutes: January 18, 2024

Non-Agenda Public Comment Period
This is the period in which persons may speak on items that are not on the regular agenda. You may provide
public comment in one of the three methods mentioned above in the “Meeting Participation” section.

Consent Agenda

A-1: Third Quarter Fiscal Year 2023-2024 Budget Status and Work Plan Report (Recommend Review
and Approve)

Informational Matters

B-1: Informational Report on the Status of San Simeon Community Services District (Recommend
Receive and File)

B-2: LAFCO File No. 1-R-24| Notice of Submittal for Petition of Application for a Sphere of Influence
Amendment and Annexation No. 1 to Shandon San Juan Water District (Skyview) (Recommend

Receive and File)

Regular Matters

C-1: LAFCO File No. 1-0-24 | Outside Agency Agreement Between the City of Pismo Beach and Coastal
Christian School for Fire Suppression Water (Recommend Review and Approve)

C-2: CALAFCO Legislative Update (Recommend Review and Approve)
C-3: Proposed Fiscal Year 2024-2025 Budget and Work Plan (Recommend Review and Approve)
Closed Session

D-1: Pursuant to Government Code Section 54957 — Public Employee Performance Evaluation | Title:
Legal Counsel

Commissioner Comments

Legal Counsel Comments

Executive Officer Comments

Adjournment
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Attachment C
Resolution No. 2022-04
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IN THE LOCAL AGENCY FORMATION COMMISSION
COUNTY OF SAN LUIS OBISPO, STATE OF CALIFORNIA

Thursday, March 17, 2022
RESOLUTION NO. 2022-04

RESOLUTION APPROVING AN OUTSIDE USER AGREEMENT
FOR THE CITY OF PISMO BEACH

The following resolution is now offered and read:

WHEREAS, pursuant to Government Code Section 56133, a request was filed with this
Commission to consider an Outside User Agreement (Exhibit A) between the Coastal Christian
School and the City of Pismo Beach for the provision of emergency water service for fire

suppression (File # 1-O-22); and

WHEREAS, such requested Outside User Agreement is within the Sphere of Influence
established for City of Pismo Beach; and

WHEREAS, on November 16, 2021, the City Council of Pismo Beach considered and
approved a request by Coastal Christian School subject to LAFCO approval; and

WHEREAS, on February 14, 2022, the Executive Officer filed a Certificate of Filing regarding

a request to consider the Outside User Agreement proposal for the City of Pismo Beach; and

WHEREAS, following the issuance of the certificate of filing, the executive officer proceeded
to set the proposal for hearing not more than 90 days after the application was deemed to have
been accepted per government code section 56658. The hearing was held on March 17, 2022,

consistent with government code section 56428(d); and
WHEREAS, the Executive Officer has determined that the proposed Outside User Agreement
is consistent with government code section 56133; and,

WHEREAS, the public hearing was duly conducted, and a decision was made on Thursday,
March 17, 2022; and

WHEREAS, the Executive Officer has given the notices required by law and forwarded copies
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Resolution No. 2022-04
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of his report to officers, persons and public agencies prescribed by law; and

WHEREAS, at said hearing this Commission heard and received all oral and written protests,
objections and evidence, which were made, presented or filed, and all persons present were given
the opportunity to hear and be heard in respect to any matter relating to the proposal and report;

and

WHEREAS the Commission, acting as a Responsible Agency, determined that the
environmental review and documentation adopted by the County of San Luis Obispo consisting
of a Mitigated Negative Declaration and Addendum to the Coastal Christian School Conditional
Use Permit Amendment DRC2020-00144 meets the requirements of the California Environmental
Quality Act (CEQA); and

WHEREAS, the Commission duly considered the proposal and finds that the Outside User
Agreement between the Coastal Christian School and City of Pismo Beach should be approved
based on the terms and conditions of the agreement such that the City will provide emergency

water service only for fire suppression to the area.

NOW, THEREFORE, BE IT RESOLVED AND ORDERED by the Local Agency Formation

Commission of the County of San Luis Obispo, State of California, as follows:
1. That the recitals set forth hereinabove are true, correct, and valid.

2. That the Mitigated Negative Declaration and Addendum adopted by the County of San Luis
Obispo was reviewed, considered, and determined to be adequate for purposes specified
in Section 15096 of the CEQA Guidelines and for use in considering approval of the

proposed Outside User Agreement.

3. That the Executive Officer of this Commission is authorized and directed to send copies

of this resolution in the manner provided by law.

4. That the Outside User Agreement between the City of Pismo Beach and Coastal Christian
School as contained in Exhibit A and shown Exhibit B (APN: 079-261-012) of this

Resolution is hereby approved with the following conditions:
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Resolution No. 2022-04
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The final Outside User Agreement shall be provided to the LAFCO Executive
Officer and shall be in substantial conformance with the draft attached hereto.

This condition applies to the extent allowed by law. The applicant agrees to defend,
indemnify, hold harmless and release the San Luis Obispo Local Agency
Formation Commission (LAFCO), its officers, employees, attorneys, or agents
from any claim, action or proceeding brought against any of them, the purpose of
which is to attack, set aside, void, or annul, in whole or in part, LAFCQO’s action on
the proposal or on the environmental documents submitted to or prepared by
LAFCO in connection with the proposal. This indemnification obligation shall
include, but not be limited to, damages, costs, expenses, attorneys’ fees, and
expert withess fees that may be asserted by any person or entity, including the
Applicant, arising out of or in connection with the application. In the event of such
indemnification, LAFCO expressly reserves the right to provide its own defense at
the reasonable expense of the applicant.

Upon a motion of Commissioner Gregory, seconded by Commissioner Enns, and on the

following roll call vote:

AYES:

NAYS:

ABSENT:

ABSTAINING:

COMMISSIONER STEVE GREGORY, ROBERT ENNS, LYNN
COMPTON, HEATHER JENSEN, MARSHALL OCHYLSKI, DEBBIE
ARNOLD, AND CHAIRPERSON ED WAAGE

NONE

NONE

NONE

The foregoing resolution is hereby adopted.

ﬁ(/@m T f

Ed Waage, Chair Date
Local Agency Formatlon Commission
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Qﬂ‘/&(b Fitzroy / Date
LAFCO Executive Officer /

Brian Pierik Dat
LAFCO Legal Counsel
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COMMISSIONERS
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Executive Officer

IMELDA MARQUEZ-VAWTER
Analyst
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Clerk Analyst

BRIAN A. PIERIK
Legal Counsel

San Luis Obispo Local Agency Formation Commission

TO: MEMBERS OF THE COMMISSION
FROM: ROB FITZROY, EXECUTIVE OFFICER
DATE: APRIL 18, 2024

SUBJECT: CALAFCO LEGISLATIVE UPDATE
RECOMMENDATION

Action 1: Review the proposed legislation and by motion provide direction to the
Executive Officer to submit letters of support to CALAFCO.

SUMMARY

The California Association of Local Agency Formation Commissions (CALAFCO)
serves as an organization dedicated to assisting member LAFCOs with educational,
technical, and legislative resources.

CALAFCO has been pursuing two legislative solutions. A brief summary and
analysis of the bills are below, and the draft legislation in its more current form is
included in Attachment A and B. CALAFCO has requested that all LAFCOs consider
preparing letters of support.

Senate Bill (SB) 1209 - Introduced by Senator Cortese

Bill Summary

This bill would authorize a Local Agency Formation Commission (LAFCO) to
require, as a condition, for processing a change of organization or reorganization,
that the applicant agrees to defend, indemnify, and hold harmless the LAFCO, its
agents, officers, and employees from and against any claim, action, or proceeding,
as specified, arising from, or relating to the action or determination by the LAFCO.

Analysis

As a part of the declaratory relief action entitled City of Pismo Beach v. Pacific
Harbor Homes, Inc., et al., San Luis Obispo County Superior Court Case No.
CV130383, to which SLO LAFCO was a party to, it was determined that LAFCOs do
not have the authority to require indemnification because it is not expressly
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San Luis Obispo LAFCO CALAFCO Update
April 18, 2024 Page 2

allowed within the Government Code. Though any city, county, or other agency may require
indemnification, LAFCOs would not be allowed to do so under this court ruling, that is, unless a
legislative solution was proposed. SB 1209 would allow all LAFCOs to require indemnification as
a part of application submittal. This would allow all LAFCOs to process applications objectively
and ensure that Commissioners can make discretionary decisions based on the merits of the
project without concern of litigation if certain decisions are made. Staff and legal counsel have
reviewed the proposed language and have no concerns.

The following section would be added to the Government Code (as it is drafted as of the release
of this staff report):

56393.5

The commission may require, as a condition for processing a change of organization or
reorganization, a sphere amendment or a sphere update, or any other action or determination
requested from the commission, that the applicant agrees to defend, indemnify, and hold
harmless the commission, its agents, officers, and employees from any claim, action, or
proceeding against the commission, its agents, officers, or employees arising from or relating to
the action or determination by the commission.

Assembly Bill (AB) 3277 Omnibus — Introduced by Committee on Local Government

Omnibus Bill Summary

AB 3277 is an omnibus bill and modifications within it are minor and only intended to clarify
existing law. This bill includes one particular modification to clarify that when a district is formed,
the commission shall determine the amount of tax to be exchanged_if the applicant is seeking a
share of the 1 percent ad valorem property tax. Existing law already allows LAFCO to determine
the tax exchange, but clarification was needed that this only applies when an applicant is seeking
property tax.

Analysis

This modification to existing law only clarifies that LAFCO can determine the tax exchange when
property tax is sought when a district is formed. If the applicant is not seeking property tax as a
part of a district formation, LAFCO would not make any determinations about the tax exchange.
This is already the state-wide practice, but this modification clarifies the practice. Staff and legal
counsel have reviewed the proposed language and have no concerns.

The following existing Government Code Section would be modified as follows (as it is drafted as
of the release of this staff report):

56810 (a) (1)

If the proposal includes the incorporation of a city, as defined in Section 56043, the commission
shall determine the amount of property tax revenue to be exchanged by the affected local agency
pursuant to this section and Section 56815.
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San Luis Obispo LAFCO CALAFCO Update
April 18, 2024 Page 3

(2) If the proposal includes the formation of a district, as defined in Section 2215 of the Revenue
and Taxation Code, and if the applicant is seeking a share of the 1 percent ad valorem property
taxes, the commission shall determine the amount of property tax to be exchanged by the
affected local agency pursuant to this section.

Attachment A: SB 1209
Attachment B: AB 3277
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Attachment A
SB 1209

C-2-4



Y r’
it

) A
ST (J/ oreee.,

ez LEGISLATIVE INFORMATION

el

Home Bill Information California Law Publications Other Resources My Subscriptions My Favorites

SB-1209 Local agency formation commission: indemnification. (2023-2024)

SHARE THIS: n E Date Published: 02/15/2024 09:00 PM

CALIFORNIA LEGISLATURE— 2023-2024 REGULAR SESSION

SENATE BILL NO. 1209

Introduced by Senator Cortese

February 15, 2024

An act to add Section 56383.5 to the Government Code, relating to local government.

LEGISLATIVE COUNSEL'S DIGEST

SB 1209, as introduced, Cortese. Local agency formation commission: indemnification.

Existing law, the Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, provides the exclusive
authority and procedure for the initiation, conduct, and completion of changes of organization and reorganization
for cities and districts, except as specified. The act continues in existence in each county a local agency
formation commission (LAFCO) that consists of members appointed, as specified, and oversees those changes of
organization and reorganization. The act authorizes a LAFCO to, among other things, review and approve with or
without amendment, wholly, partially, or conditionally, or disapprove proposals for changes of organization or
reorganization, as specified.

This bill would authorize a LAFCO to require, as a condition for, among other things, processing a change of
organization or reorganization, that the applicant agrees to defend, indemnify, and hold harmless the LAFCO, its
agents, officers, and employees from and against any claim, action, or proceeding, as specified, arising from or
relating to the action or determination by the LAFCO.

Vote: majority Appropriation: no Fiscal Committee: no Local Program: no

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
SECTION 1. Section 56383.5 is added to the Government Code, to read:

56383.5. The commission may require, as a condition for processing a change of organization or reorganization, a
sphere amendment or a sphere update, or any other action or determination requested from the commission,
that the applicant agrees to defend, indemnify, and hold harmless the commission, its agents, officers, and
employees from any claim, action, or proceeding against the commission, its agents, officers, or employees
arising from or relating to the action or determination by the commission.
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AB-3277 Local agency formation commission: districts: property tax. (2023-2024)

SHARE THIS: n E Date Published: 02/27/2024 09:00 PM

CALIFORNIA LEGISLATURE— 2023-2024 REGULAR SESSION

ASSEMBLY BILL NO. 3277

Introduced by Committee on Local Government

February 27, 2024

An act to amend Section 56810 of the Government Code, relating to local government.

LEGISLATIVE COUNSEL'S DIGEST

AB 3277, as introduced, Committee on Local Government. Local agency formation commission: districts:
property tax.

Existing law, the Cortese-Knox-Hertzberg Local Government Reorganization Act of 2000, establishes the sole and
exclusive authority and procedures for the initiation, conduct, and completion of changes of organization and
reorganization for cities and districts. Existing law requires proceedings for the formation of a district to be
conducted as authorized by the principal act of the proposed district, and authorizes the local agency formation
commission in each county to serve as the conducting authority, as specified. Existing law requires a commission
to determine the amount of property tax revenue to be exchanged by an affected local agency, as specified, if
the proposal includes the formation of a district, as defined.

This bill would, instead, require a commission to determine the amount of property tax revenue to be exchanged
by an affected local agency if the proposal includes the formation of a district and the applicant is seeking a
share of the 1% ad valorem property taxes. By adding to the duties of a local agency formation commission, the
bill would impose a state-mandated local program.

The California Constitution requires the state to reimburse local agencies and school districts for certain costs
mandated by the state. Statutory provisions establish procedures for making that reimbursement.

This bill would provide that, if the Commission on State Mandates determines that the bill contains costs
mandated by the state, reimbursement for those costs shall be made pursuant to the statutory provisions noted
above.

Vote: majority Appropriation: no Fiscal Committee: yes Local Program: yes

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:
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SECTION 1. Section 56810 of the Government Code is amended to read:

56810. (a) (1) If the proposal includes the incorporation of a city, as defined in Section 56043, the commission
shall determine the amount of property tax revenue to be exchanged by the affected local agency pursuant to
this section and Section 56815.

(2) If the proposal includes the formation of a district, as defined in Section 2215 of the Revenue and Taxation
Code, and if the applicant is seeking a share of the 1 percent ad valorem property taxes, the commission shall
determine the amount of property tax to be exchanged by the affected local agency pursuant to this section.

(b) The commission shall notify the county auditor of the proposal and the services which the new jurisdiction
proposes to assume within the area, and identify for the auditor the existing service providers within the area
subject to the proposal.

(c) If the proposal would not transfer all of an affected agency’s service responsibilities to the proposed city or
district, the commission and the county auditor shall do all of the following:

(1) The county auditor shall determine the proportion that the amount of property tax revenue derived by each
affected local agency pursuant to subdivision (b) of Section 93 of the Revenue and Taxation Code bears to the
total amount of revenue from all sources, available for general purposes, received by each affected local
agency in the prior fiscal year. For purposes of making this determination and the determination required by
paragraph (3), “total amount of revenue from all sources available for general purposes” means the total
amount of revenue which an affected local agency may use on a discretionary basis for any purpose and does
not include any of the following:

(A) Revenue which, by statute, is required to be used for a specific purpose.

(B) Revenue from fees, charges, or assessments which are levied to specifically offset the cost of particular
services and do not exceed the cost reasonably borne in providing these services.

(C) Revenue received from the federal government which is required to be used for a specific purpose.

(2) The commission shall determine, based on information submitted by each affected local agency, an amount
equal to the total net cost to each affected local agency during the prior fiscal year of providing those services
which the new jurisdiction will assume within the area subject to the proposal. For purposes of this paragraph,
“total net cost” means the total direct and indirect costs that were funded by general purpose revenues of the
affected local agency and excludes any portion of the total cost that was funded by any revenues of that
agency that are specified in subparagraphs (A), (B), and (C) of paragraph (1).

(3) The commission shall multiply the amount determined pursuant to paragraph (2) for each affected local
agency by the corresponding proportion determined pursuant to paragraph (1) to derive the amount of
property tax revenue used to provide services by each affected local agency during the prior fiscal year within
the area subject to the proposal. The county auditor shall adjust the amount described in the previous
sentence by the annual tax increment according to the procedures set forth in Chapter 6 (commencing with
Section 95) of Part 0.5 of Division 1 of the Revenue and Taxation Code, to the fiscal year in which the new city
or district receives its initial allocation of property taxes.

(4) For purposes of this subdivision, in any county in which, prior to the adoption of Article XIIIA of the
California Constitution, and continuing thereafter, a separate fund or funds were established consisting of
revenues derived from the unincorporated area of the county and from which fund or funds services rendered
in the unincorporated area have been paid, the amount of property tax revenues derived pursuant to
paragraph (3), may, at the discretion of the commission, be transferred to the proposed city over a period not
to exceed 12 fiscal years following its incorporation. In determining whether the transfer of the amount of
property tax revenues determined pursuant to paragraph (3) shall occur entirely within the fiscal year
immediately following the incorporation of the proposed city or shall be phased in over a period not to exceed
12 full fiscal years following the incorporation, the commission shall consider each of the following:

(A) The total amount of revenue from all sources available to the proposed city.
(B) The fiscal impact of the proposed transfer on the transferring agency.

(C) Any other relevant facts which interested parties to the exchange may present to the commission in
written form. C-2-8




The decision of the commission shall be supported by written findings setting forth the basis for its decision.

(d) If the proposal would transfer all of an affected agency’s service responsibilities to the proposed city or
district, the commission shall request the auditor to determine the property tax revenue generated for the
affected service providers by tax rate area, or portion thereof, and transmit that information to the commission.

(e) The executive officer shall notify the auditor of the amount determined pursuant to paragraph (3) of
subdivision (c) or subdivision (d), as the case may be, and, where applicable, the period of time within which and
the procedure by which the transfer of property tax revenues will be effected pursuant to paragraph (4) of
subdivision (c), at the time the executive officer records a certificate of completion pursuant to Section 57203 for
any proposal described in subdivision (a), and the auditor shall transfer that amount to the new jurisdiction.

(f) The amendments to this section enacted during the 1985-86 Regular Session of the Legislature shall apply to
any proposal described in subdivision (a) for which a certificate of completion is recorded with the county
recorder on or after January 1, 1987.

(g) For purposes of this section, “prior fiscal year” means the most recent fiscal year for which data on actual
direct and indirect costs and revenues needed to perform the calculations required by this section are available
preceding the issuance of the certificate of filing.

(h) An action brought by a city or district to contest any determinations of the county auditor or the commission
with regard to the amount of property tax revenue to be exchanged by the affected local agency pursuant to this
section shall be commenced within three years of the effective date of the city’s incorporation or the district’s
formation. These actions may be brought by any city that incorporated or by any district that formed on or after
January 1, 1986.

(i) This section applies to any city that incorporated or district that formed on or after January 1, 1986.

(j) The calculations and procedures specified in this section shall be made prior to and shall be incorporated into
the calculations specified in Section 56815.

SEC. 2. If the Commission on State Mandates determines that this act contains costs mandated by the state,
reimbursement to local agencies and school districts for those costs shall be made pursuant to Part 7
(commencing with Section 17500) of Division 4 of Title 2 of the Government Code.
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San Luis Obispo Local Agency Formation Commission

TO: MEMBERS OF THE COMMISSION

FROM: ROB FITZROY, EXECUTIVE OFFICER

DATE: APRIL 18, 2024

SUBJECT: PROPOSED FISCAL YEAR 2024-2025 BUDGET AND WORK PLAN
RECOMMENDATION

It is recommended that the Commission consider taking the following actions:

Action 1: Approve, by roll call vote, the Proposed Fiscal Year 2024-2025 Budget and
Work Plan (Attachment A).

Action 2: Direct the Executive Officer, by roll call vote, to distribute the Proposed

Budget and Work Plan to contributing agencies per Government Code
requirements and set the Final Budget and Work Plan hearing for May 16, 2024.

INTRODUCTION

The Government Code requires that Local Agency Formation Commissions (LAFCO)
consider a proposed annual budget by May 1% and adopt a final annual budget by
June 15 and transmit the budget to each contributing agency. After adoption of
the final budget by LAFCO, the County Auditor is required to apportion the share
of the budget to each contributing agency represented on the Commission based
on the formulas specified in the Government Code. Upon collection of the
apportioned share from each contributing agency, the County Auditor retains the
funds within its accounting system for use by LAFCO. Every financial transaction
conducted by LAFCO is processed through the County Auditor. This ensures
financial transparency, accuracy, and accountability.
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San Luis Obispo LAFCO FY 24-25 Budget and Work Plan
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FY 24-25 BUDGET AND WORK PLAN SUMMARY

LAFCO is in a healthy budgetary and operational state. Staff continue to bring positive, effective,
and efficient changes to the organization. Numerous improvements to processes, operations,
technology, communication, and budgeting have occurred. We expect to continue to provide a
high level of service to agencies and the public.

The Fiscal Year 2024-2025 (FY 24-25) budget will remain balanced and represents an overall
increase of 2% of expenditures, totaling $727,856.

LAFCO staff workload continues to be larger than at any other point in time. With over 35
Municipal Service Reviews (MSR) in need of updating, multiple large-scale annexations in
process, proposals on the horizon, and an overall increase in application activity, we anticipate
the next several years to be very busy for staff. With that said, we have crafted a budget and
work plan that is commensurate with budgetary realities of local agencies and designed to
minimize fiscal impacts. Because the budget represents a modest increase, contributing agencies
can expect rates to be similar to previous years with some variance.

When budgeting and work planning, not only is it important to analyze the organization but to
also conduct a comparison to other similar organizations. When comparing our LAFCO to that of
other LAFCOs with a similar number of cities, districts, and staff, we have the lower 33™ percentile
in terms of budget-to-staff ratio. This information tells us that we are able to accomplish a lot
relative to our available budget and staff. Moving forward, we will continue to evaluate our
organizational needs. Regardless of our staffing levels or budget, it is your Executive Officer’s
priority to set clear expectations for our contributing agencies and the public so that we can
provide the highest level of service relative to the resources available.

WORK PLAN

Work Plan. The Commission established the following workload prioritization:

1. Process proposal applications as mandated by statute and conduct critical operations
necessary for organizations to function.

2. Update agency Spheres of Influence (SOIs) and Municipal Service Reviews (MSRs) every
five years, as mandated by statute, based on the date an MSR was last updated.

3. Execute special work efforts as directed by the Commission.

These priorities are established in the manner listed above for a few key reasons. Processing
proposal applications is by default our top priority because of the mandated timeframes in which
an application must be processed. SOIs and MSRs are also mandated by law; however, the
timeframe associated with updating an SOl is longer. SOIs must be updated every 5 years, though
we are not able to keep pace with updating them every 5 years as we must prioritize applications
and other matters. The attached Work Plan is consistent with this mandate because it lists MSRs
that need updating based on which is the oldest. While prioritizing the oldest MSR is a logical
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approach, there may be instances where it is necessary to delay an update for a particular reason
and prioritize another agency’s MSR should the commission decide to do so. Nonetheless, MSRs
will be generally updated based on which is the oldest.

For FY 23-24, pursuant to the Commission’s top priority, staff prioritized the processing of various
applications, including:

e Oceano Community Services District Divestiture of Fire Authority

e Dana Reserve Specific Plan

e CSA 18 Annexation — Windmill Way Time Extension and Post-Approval Items
e Cayucos Sanitary District — Valley and Stanley Projects

e CSA 12 Annexation — Weldon

e City of Pismo Beach Outside Agency Agreement

e Shandon San Juan Water District Annexation

e (SA 23 Annexation — Santa Margarita Ranch

e Froom Ranch Specific Plan Time Extensions and Post Approval Items

In addition to the above proposal applications, staff provided preliminary consultation for on the
radar applications, various legislative updates, quarterly reports, various closed session items,
and study sessions.

Pursuant to the Commission's second priority and identified to be initiated in FY 23-24, staff
initiated and /or completed Municipal Services Reviews for the following agencies:

e Heritage Ranch Community Services District (completed)

e Templeton Community Services District (completed)

e San Miguel Community Services District (completed)

e Cambria Community Services District (completed)

e Avila Beach Community Services District (completed)

e Cambria Healthcare District (initiated)

e City of Paso Robles (initiated)

e Los Osos Community Services District (initiated)

e San Simeon Community Services District (initiated — paused pending dissolution action)

Pursuant to the Commission's third priority, Commission Initiatives, in FY 23-24 staff was to
conduct the following organizational work items.

e Financial Audit (in progress)
The audit is ongoing and is expected to be presented to the Commission in Spring 2024. The
audit has consumed a considerable amount of staff time, which has impacted other work efforts

such as MSRs. Nonetheless, this is an infrequent work assignment and is not expected to have a
long-term impact on staff capacity once completed.
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The proposed Work Plan for FY 24-25 is included in Attachment A. For FY 24-25, it is
recommended that Priorities #1 and #2 remain the same, that is, staff will continue to process
applications and prepare Municipal Services Reviews as efficiently as possible. No new
Commission Initiatives are proposed by staff at this time.

Staffing. LAFCO staffing is currently comprised of three permanent staff; one Executive Officer,
one Analyst, and one Clerk Analyst, as well as one contract legal counsel. No changes to the
number of permanent staff are proposed at this time. Because we are anticipating several more
large and complex proposal applications, it is expected that capacity to prepare Municipal Service
Reviews will decrease over the coming year. Staff will continue to work diligently on the
Municipal Service Review program and continue to provide updates to the Commission with each
guarterly report.

FISCAL YEAR 2024/2025 BUDGET

Expenditures. Overall, FY 24-25 expenditures when compared to the previous fiscal year are
proposed to increase by 2% to $727,856. The budget will remain balanced based on anticipated
revenue, as discussed further below. Expenditure details are as follows.

Service and Supplies. Overall, FY 24-25 Service and Supplies expenditures are proposed to
decrease by -11% to $160,650. The majority of expenditures remain constant from the previous
fiscal year; however, increases do occur in certain line items. Increases can be seen in the
following line items.

e Computer software

e Office equipment

e LAFCO Insurance Liability Policies
e County Auditor Services

e Legal Counsel Services

e Professional Memberships

e Travel (training, conferences, etc.)

Any contract amendments or new contracts required for the above services will be brought back
to the Commission for approval once the budget is approved.

Salaries, Taxes and Benefits. QOverall, FY 24-25 this category is proposed to increase by 7% to
$567,206. Increases in this category relate to the following factors.

e Pension Liabilities
e Health Insurance
e Consumer Price Index and salary adjustments for Analyst and Clerk Analyst positions

Revenues. Commensurate with the increase in expenditures discussed above, revenues will be
2% higher for FY 24-25 when compared to the previous fiscal year. Further details are below.
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Application / Interest Revenue. It is always difficult to predict how many applications will be
received. We have assumed that application / interest revenue will increase by 21% to $39,000.

Agency Contributions. Agency contributions for cities, districts, and the county are anticipated to
increase by 6%, to $219,619 per category. This is a typical average annual increase that has been
seen over the last decade. This amount is proportionately divided among cities/districts based
on an agency’s total revenue as reported to the State Controller. The County Auditor uses the
most recent Cities and Special Districts Annual Report prepared by the State Controller to allocate
the charges to each of the agencies in the County on a proportionate basis, and as such it is
important to note that agencies do not necessarily see an increase of 6%.

Reserves. As with past practice, LAFCO uses transfers of reserves to offset agency contributions
and/or carry forward any budget surplus from the preceding year. The amount transferred
typically coincides with unanticipated revenue or budget surplus. For FY 23-24, LAFCO planned
to use $60,000 of reserves. Currently, we anticipate using approximately $30,000 of reserves by
year-end, as such we expect the expenditures to be under budget by $30,000, i.e. we will have a
budget surplus of $30,000. Therefore, for FY 24-25 we recommend using a transfer of $30,000 of
reserves.

The Commission has adopted a reserve/fund balance policy of maintaining at least a 15% reserve
fund balance. It is anticipated that the year-end reserve fund balance for FY 24-25 will be
$220,419. This remaining amount exceeds the 15% contingency policy of LAFCO and would result
a reserve of approximately 30%.

Distribution. As required by Government Code Section 56381, the proposed budget has been
transmitted to the Board of Supervisors, each City Manager, and each Independent Special
District. The budget has also been sent to the County Administrative and Auditor’s Offices. A
legal notice was published 21 in advance of the hearings.

Attachment A: Proposed FY 24-25 Budget & Work Plan
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