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EXECUTIVE SUMMARY

This document compares the wastewater treatment project proposed by the County of San Luis Obispo with the alternative suggested by the locally based Solution Group.  This comparison is intended to assist the Commission in identifying the most appropriate solution to the wastewater management problems faced by the communities of Los Osos, Baywood Park, and Cuesta-by-the Sea, consistent with the San Luis Obispo County certified Local Coastal Program and the California Coastal Act.  A summary of the conclusions reached as a result of this process is provided below. 

Technical Feasibility

Since the Commission’s June 1998 hearing on San Luis Obispo County’s coastal development permit application, the Solution Group, in concert with experts in the alternative wastewater treatment method proposed by this Group, has provided convincing information that the proposed alternative may be technically feasible. While it is the position of the Commission staff that the Solution Group alternative may be technically feasible, a definitive conclusion on this issue remains subject to the review of the State and Regional Water Quality Control Boards.  As detailed in the Staff Report to which this Appendix accompanies, the State and Regional Water Quality Control Boards have emphasized that approval of the County project, rather than further pursuit of the Solution Group alternative, is the preferable alternative in terms of water quality protection.

Regulatory Compliance

As established by Section 30412 of the Coastal Act, the State and Regional Water Quality Control Boards are the state agencies with the primary responsibility for the coordination and control of water quality; the Coastal Commission is prohibited from taking any action that frustrates this provision.  The Solution Group alternative currently does not comply with determinations made by the Central Coast Regional Water Quality Control Board (RWQCB) in matters relating to water quality (e.g., the need to eliminate the use of individual septic systems in the prohibition area established by RWQCB Order 83-13).  At this time, therefore, the Commission may not consider the Solution Group proposal a feasible alternative, as further pursuit of this alternative would conflict with Section 30412 of the Coastal Act and LCP Policy 9 for Public Works.      

Environmental Impacts

Both the County project and the Solution Group alternative will have adverse impacts on environmentally sensitive habitat areas.  As required by the San Luis Obispo County LCP, when such impacts can not be avoided, they must be minimized. 

Impacts to sensitive habitats associated with treatment plant construction appear to be generally equivalent for both projects, in terms of the quality of the habitat that would be impacted.  Both projects would locate the treatment systems on parcels on which native habitat values have been diminished by exotic invasive vegetation and surrounding land uses.  Neither of the treatment plant sites are considered to be important to the long-term conservation of the sensitive species that would be affected.  The Solution Group treatment alternative, however, would require more land area than the County treatment plant, and thereby could have a greater adverse impact on sensitive habitats than the County project in terms of the quantity of sensitive habitat impacted.

With respect to disposal facilities, the Solution Group alternative proposes a reduced service area, which requires a disposal facility that is approximately one-half the size of the disposal facility proposed under the County project, and allows for a proportional reduction in impacts to sensitive habitats.  Based on an estimated footprint of 3.5 acres for the County’s well facility (please see page 41 of the staff report), impacts to sensitive habitats could be reduced by approximately 1.75 acres under the Solution Group alternative.  However, the reduced service area proposed under the Solution Group alternative does not comply with RWQCB Order 83-13, and therefore can not be considered a viable alternative pursuant to Coastal Act Section 30412 and LCP Policy 9 for Public Works.  

Pursuit of the Solution Group alternative also has the potential to result in significant delays to the implementation of a wastewater treatment project for the Los Osos area.  Any delay or failure in the attempt to eliminate the use of individual septic systems in this area will allow adverse impacts to groundwater and water resources associated with the use of individual septic systems to persist.  These impacts include a decline in the health and biological productivity of the Morro Bay National Estuary due to increasing levels of nitrates and bacteria.  

The potential for the Solution Group treatment system to result in a larger area of habitat disturbance at the treatment site, and the adverse impacts to marine habitats associated with any further delay to the implementation of a wastewater treatment project, outweigh the environmental benefits of reducing the size of the disposal facilities by 1.75 acres, even if such a reduction complied with RWQCB requirements.  As a result, the County project is environmentally preferable, and more consistent with LCP requirements, than the currently proposed Solution Group alternative. 

Economic Feasibility      

Neither the San Luis Obispo County LCP nor the Coastal Act include treatment works standards allowing for Commission review of the costs of this project.  (Staff notes that pursuant to Public Resources Code Section 30241e, the Commission may consider the cost of any public service or facility expansion if impacts on the continued viability of agricultural land is an issue.  Agriculture is not an issue with this project.)  Project costs are only an issue as they relate to the Commission’s consideration of alternatives intended to maximize consistency with LCP and Coastal Act requirements; such alternatives must be economically feasible in order to be considered.  Thus, the Commission’s consideration of economic issues is limited to the question as to whether a preferable alternative, in terms of LCP and Coastal Act conformance, is economically feasible.  In this case, the Solution Group alternative is not preferable in terms of LCP and Coastal Act conformance.  

Nonetheless, questions and concerns regarding economic issues has been a major source of controversy throughout the history of this project, and have been raised during the Commission review of the County’s project.  This comparative analysis includes a discussion of the economic issues in order to facilitate a complete and accurate understanding of the economic issues associated with the County project and the Solution Group alternative.

As presented by the project proponents, the County project will have a total cost of approximately $68,068,444, and the Solution Group Alternative will cost $57,732,895.  The accuracy of the total cost of the County project has been, and remains, a major source of controversy, notwithstanding the efforts of the Working Group to resolve this issue.  The Solution Group estimates that the total cost of the County project is $103,277,525.  In Questa Engineering’s final evaluation, the cost of the County project was estimated to be $84,224,08, and the cost of the Solution Group alternative was estimated to be $78,182,989.  In the opinion of the Commission staff, the cost estimates provided by Questa Engineering represent a reasonably accurate and objective approximation of overall costs for both projects.   

Clearly, the implementation of either the Solution Group Alternative or the County Project will be a significant financial strain on the local community.  One of the primary ways in which this can be reduced is by securing the $47 million low interest loan currently available from the State Water Resources Control Board.  This loan will expire on April 1, 1999 unless construction commences by that time.  The County project appears to be in a much better position than the Solution Group alternative to meet this requirement, especially in light of the fact that the project must comply with RWQCB Order 83-13 in order to qualify for this loan.

It is also noted that prior to obtaining final facility design approval form the State Water Resources Control Board, the County project must undergo a final review of its economic feasibility by the State Water Resources Control Board.  Impacts to local residents will be considered as part of this analysis.

I.
INTRODUCTION

A. Background

The California Coastal Commission is in the process of considering an appeal of the Coastal Development Permit approved by San Luis Obispo County for a wastewater treatment project to serve the communities of Los Osos, Baywood Park, and Cuesta-by-the-Sea.  On June 9, 1997, the Coastal Commission determined that the appeal raised a substantial issue, and thereby took jurisdiction of the Coastal Development Permit for this project.  De Novo hearings on the project were subsequently continued by the Commission in January and June of 1998.  

In its consideration of the coastal development permit application for the wastewater treatment project proposed by San Luis Obispo County, the Commission has identified the need to compare this project proposal with an alternative project proposed by the locally based Solution Group.  The intent of this comparison is to identify which project best achieves the objectives and requirements of the San Luis Obispo County certified Local Coastal Program (LCP), and the coastal access and recreation policies of Chapter 3 of the Coastal Act.  These requirements are the standard of review that must be applied to the Commission’s action on this coastal development permit application, pursuant to Coastal Act Section 30604(b).  Section 30412 of the Coastal Act also applies to the Commission’s review of this project since it constitutes a “treatment work”.  The limitations to the Commission’s review of treatment work projects established by this Section of the Coastal Act are described on pages 31 – 33 of the accompanying staff report.

To facilitate an independent and comprehensive comparison, staff of the Coastal Commission has worked with representatives from the County of San Luis Obispo, the Solution Group, the Regional Water Quality Control Board, and other interested parties in a forum referred to as the “Los Osos Working Group” (Working Group).  Beginning in January, 1998, the Working Group has met numerous times in an effort to define the specific parameters of the comparison, select a consultant with the ability to undertake the comparison, and discuss the conclusions reached by the selected consultant.

On February 4, 1998, the Commission staff released a Request for Proposals to undertake the Comparative Analysis that included a scope of work developed in coordination with the Working Group.  On February 26, 1998, the Working Group unanimously selected the proposal submitted by Questa Engineering Corporation (Questa).  The San Luis Obispo County Board of Supervisors agreed to fund this study in March 1998, and the County Engineering Department entered into a contract with Questa soon after.  A draft report was published by Questa on May 21, 1998, and followed by a public comment period which concluded on May 29, 1998.  The final report, which includes the draft report and a response to comments received, was hand delivered at the June 8, 1998 Coastal Commission hearing.

At the June 1998 meeting, the Commission continued the De Novo hearing due to procedural and substantive concerns affecting the Commission’s ability to determine the environmentally preferable, feasible alternative.  The reduced time frame for responding to the draft analysis, the lack of adequate opportunity for involved parties to review the final document prior to the hearing, and the failure of the consultant to identify the technical problems with the alternative earlier in the process as a “fatal flaw” subject to the review of the working group, were procedural factors resulting in the continuance. 

Substantively, the Commission expressed the need to obtain and consider the input of experts more familiar with the treatment method proposed by the Solution Group in order to determine its feasibility.  In addition, the need for a more complete analysis of the difference in habitat impacts between the two projects was identified as an important information item necessary to identify the environmentally preferable alternative.  Other substantive concerns included the need to have a better understanding of the cost breakdown of the County project, and to further pursue opportunities to avoid impacts to sensitive habitat (i.e., locating the disposal wells in existing roadways).   The adequacy of the County’s mitigation proposal, particularly with respect to the mitigation of secondary impacts, and whether the mitigation proposal was adequately defined, was another substantive issue raised by the Commission. 

Since the June 1998 hearing, the Commission staff has facilitated 4 meetings of the working group in an attempt to resolve these outstanding issues.  A primary focus of these meetings was the issue of technical feasibility -- whether the Solution Group proposal could effectively address the water quality problems of the Los Osos area.  These discussions delved into the assumptions and methodologies involved in the evaluation of nitrate loading, as well as other technical issues including the handling of algae, sludge, and odor issues.  Other issues debated at these meetings, relative to both projects, included economic costs and means of financing, environmental impacts and mitigation measures, and consistency with legal requirements (e.g., California Environmental Quality Act).  Written correspondence submitted by Working Group participants since the June 1998 hearing are available by request ath the Commission’s Central Coast Office (831-427-4863).
B.
Purpose of this Document 

This document has been prepared in order to provide the California Coastal Commission with a comprehensive comparison of the environmental, economic, technical, and regulatory issues associated with the wastewater treatment project proposed by the San Luis Obispo County Engineering Department and the locally based Solution Group.  More specifically, it supplements the Comparative Analysis previously completed by Questa Engineering (distributed to the Commission at the June 1998 meeting in Santa Barbara) by compiling and analyzing new information developed through subsequent meetings of the Working Group.  Overall, this comparison has been provided in order to facilitate a complete understanding, and accurate description of, the two alternative wastewater treatment projects being compared.  Specific analysis of the County project’s conformance with LCP and Coastal Act requirements is presented in the October 16, 1998 staff report for Coastal Development Permit Application No. A-3-SLO-97-40.

II.
UPDATED PROJECT DESCRIPTIONS

A. County Project

The wastewater treatment project currently proposed by the San Luis Obsipo County Engineering Department is generally consistent with the project description provided on pages 3 and 4 of the Draft Comprehensive Comparative Analysis published by Questa on May 21, 1998 (see also, Project Description on pages 28 – 30 of the October 16, 1998 staff report).  One correction is that the County proposes 60 gravity wells for effluent disposal at the Broderson site, rather than 46 wells, to ensure that there is adequate disposal capacity during well maintenance and repair.

B. Solution Group Alternative

As discussed at the June 1998 Commission hearing, Questa’s report of May 21, 1998 inaccurately described the Solution Group alternative, particularly with respect to the Advanced Integrated Wastewater Treatment System  (AIWPS) trademarked by Oswald Green, LLP, proposed under this alternative.  Corrections regarding the description and performance of this treatment system have been provided by Dr. William J. Oswald, in his June 25, 1998 comments on Questa’s report.  A revised site plan for the Solution Group treatment alternative is attached to the staff report as Exhibit 8.  While the Questa report identified that the Solution Group treatment system would use approximately 25 acres, the updated site plan submitted by the Solution Group indicates that it would require 31 acres (10.5 acres of which will be landscaped buffer and slope areas).

Another change to the Solution Group alternative is the proposed method of disposing  treated wastewater.  As previously analyzed by Questa, disposal would take place using three methods: direct discharge to Los Osos Creek; irrigation of golf courses and public open space areas; and, through the use of gravity wells or percolation ponds at the Broderson site.  Currently, the Solution Group intends to rely on the use of disposal wells within the existing Highland Avenue roadway, subject to verification that this will not produce daylighting, liquefaction and subsidence downslope from the wells.  If the roadway location is not deemed to be feasible, the wells will be located on the Broderson site, contingent, however, upon a similar evaluation of the hazards associated with such a facility.  The Solution Group expects that, based upon the reduced service area when compared to the County project, approximately one-half of the number of wells that are required for the County project would be required for the Solution Group Alternative (i.e., 30 wells).

Finally, it should be clarified that the Solution Group alternative does not currently include the development of multi-family and senior housing, medical offices, a government center, and other public facilities that have been illustrated in the conceptual site plans for this alternative.  While such development may be pursued in the future, it is not a component of the current Solution Group proposal.

III.
COMPARISON OF ENVIRONMENTAL IMPACTS          

While neither the County project nor the Solution Group alternative will completely avoid impacts to environmentally sensitive habitat areas, they differ in the amount of habitat area that will be impacted, and the location of these impacts.  The previous comparative analysis completed by the Questa Engineering Corporation did not adequately resolve how these differences compare in terms of complying with the LCP’s directive to minimize impacts on sensitive habitat areas. 

Impacts to archaeological resources during installation of collection systems can be effectively addressed by permit conditions that will ensure compliance with LCP requirements.  Similarly, environmental impacts associated with the disposal of sludge under either project are not expected to be significant or inconsistent with LCP requirements.  

Thus, the following analysis focuses on the differences between the impacts to sensitive habitat areas posed by both projects.

A.
Comparison of Treatment Plant Impacts

Biological investigations for the County project (i.e., the 1997 SEIR and the 1998 Biological Mitigation Proposal) indicate that the treatment plant will eliminate 6.7 acres of sensitive habitat that consists of 2.9 acres of Dune lupine scrub, 0.7 acres of Heather goldenbrush scrub, and 1.4 acres of Chamise - Wedgeleaf ceanothus chaparral.  The remaining 1.7 acres of this habitat area is dominated by the non-native invasive veldt grass.  Although veldt grass is not typically considered suitable habitat for sensitive species, it is considered as potential habitat in this case becasue shells of the federally endangered Morro shoulderband snail were found in the veldt.  It is not known if the snails inhabited the veldt, or were transported their by predators or other means.

There has not been an equivalently detailed biological investigation of the site on which the Solution group proposes to locate the alternative treatment system.  It is estimated that this facility will have an overall footprint of approximately 31 acres, 17 acres of which will be occupied by the wastewater treatment ponds.  An additional 3.5 acres of the will be used for other development associated with the treatment system (a septage depot, algal settling ponds and drying beds, filtration systems).  The remaining 10.5 acres of the treatment site will primarily be used as detention basins for stormwater runoff, and as playfields when weather/drainage conditions permit.  Although the 10.5 acres of detention basin development is not a component of the treatment facility, they are an essential component to locating the facility in this location, which receives large volumes of storm water runoff from surrounding areas.  

The Comparative Analysis completed by Questa assumed that the entirety of the Solution Group treatment site provides potential habitat for the Morro shoulderband snail.  Thus, Questa concluded that the smaller treatment plant facility proposed by the County is preferable in terms of protecting special status species.  This conclusion did not, however, account for the fact that the quality of the habitat on this site has been degraded both by unofficial walking trails and invasive exotic plants such as veldt grass.

In 1992, prior to the listing of the Morro shoulderband snail, an EIR was prepared for a housing development in the same area currently proposed for the Solution group treatment system.  As part of this environmental review, two botanical surveys were performed in 1989.  The first survey (Exhibit 3) was conducted on a 26.5 acre portion of the site, where construction of the residential units was proposed.  This area is approximately 4.5 acres smaller than the entire area that will be required for the Solution Group Treatment System.  The second botanical survey (Exhibit 4), evaluated the remaining 28.8 acres of the 55.3 acre site.  The additional 4.5 acres needed for the Solution Group treatment system, as well as the 10.5 acres required for the detention basins/playfields, will be located in this area.

According to the first botanical survey, vegetation in the area proposed for the Solution Group treatment system “is or was coastal dune scrub.  This has been much disturbed over the years throughout much of the site.”  While the disturbed nature of this area is emphasized by the survey, it also recognizes that “[s]ince the coastal scrub communities are fast disappearing along the central California coast, the remaining vegetation has increased in value”.  This botanical report did not quantify the amount of native coastal dune scrub habitat remaining within this 26.5-acre area, but described the lots on which such habitat persists.  The Solution Group has extrapolated this information to estimate that 5.5 acres of dune scrub habitat will be impacted by the proposed treatment facilities.  In comparison, the County project will impact 5 acres of native dune scrub habitat. 

Other native vegetation identified by the 1989 botanical survey is a stand of Coast Live Oak trees, which were recommended for preservation by this report.  The Solution Group has stated that the removal of these seven oaks trees would be required to implement this alternative, but that these would be replaced at a 4:1 ratio.  The location for these replacement trees is expected to be on a 26.7-acre site adjacent to the treatment site that would be acquired by the Solution Group at some time in the future.

The second botanical survey (Exhibit 4) evaluated areas that will be partly impacted by the 4.5 additional acres of the Solution Group treatment system, as well as by the construction of the proposed playfields/detention basins.  The most sensitive habitat area identified by this survey, which supports Sand almond, large areas of Coastal dune scrub, and a willow thicket, will not be impacted by the Solution Group treatment plant or detention basins/playfields.  However, an area west of the existing County library that is identified by the survey as having “relatively undisturbed vegetation” may be impacted by the proposed detention basins/playfields.  The total extent and quality of the habitat values that will be disturbed by these components of the Solution Group proposal remain unknown. 

Another variable in determining the full extent of habitat impacts posed by the Solution Group alternative is the need to ascertain the impact of this alternative on the federally endangered Morro shoulderband snail.  As previously noted, the 1992 EIR for this site was written prior to the listing of this species by the U.S. Fish and Wildife Service.  The Solution Group has assumed that habitat for this species is limited to the portions of the site which contain dune scrub habitat (estimated to be 5.5 acres).  However, there is the potential that portions of the site degraded by veldt grass or other exotic plants may provide potential habitat for the Morro shoulderband snail, as is the case with the County treatment site.     

With respect to the comparative quality of the two treatment proposals, both the County treatment site and the Solution Group treatment site represent degraded habitat areas that are surrounded by land uses that diminish their long-term habitat values.  The Draft Recovery Plan for the Morro shoulderband snail prepared by the U.S. Fish and Wildlife Service (USFWS) in 1997 does not identify either the County site or the Solution Group site as a Conservation Planning Area (Exhibit 5).  While the County treatment site is in closer proximity to a Conservation Planning Area identified by the Draft Recovery Plan, it is not assigned any sort of conservation designation.  The Solution Group treatment site, while being more isolated from Conservation Planning Areas, is designated as an “Other Habitat Area”, indicating that it may have some important habitat values, but is not a high priority for acquisition.  

In recent discussions, USFWS staff have stated that the Solution Group site is no longer identified as an “Other Habitat Area” in the soon to be released Final Recovery Plan.  Based upon these discussions, it appears that neither treatment plant site is considered by USFWS as a high priority for the long-term conservation of the Morro shoulderband snail and other rare native plants, due to the fact that they both represent degraded habitat in close proximity to existing development.  

In conclusion, impacts to sensitive habitats associated with treatment plant construction appear to be generally equivalent for both projects, in terms of the quality of the habitat that would be impacted.  Both projects would locate the treatment systems on parcels on which native habitat values have been diminished by exotic invasive vegetation and surrounding land uses.  Neither of the treatment plant sites are considered to be important to the long-term conservation of the sensitive species that would be affected.  The Solution Group treatment alternative, however, would require more land area than the County treatment plant, and thereby could have a greater adverse impact on sensitive habitats than the County project in terms of the quantity of sensitive habitat impacted.

B.
Comparison of Effluent Disposal Impacts

Both projects propose to utilize gravity wells for the disposal of treated effluent (although the Solution Group asserts that the use of wells should be dependent upon further investigation of their performance, especially with respect to the potential for the surfacing of effluent downslope of the wells).   The County project proposes up to 60 wells on the Broderson site, which, as detailed on page 41 of the staff report, will impact approximately 3.5 acres of this 80-acre site. 

The Solution Group has indicated its intention to locate the disposal wells in the existing roadway rights-of-way adjacent to the Broderson site, if feasible.  If this is not feasible, the Solution Group will locate the wells on the Broderson site.  As discussed on page 38 of the staff report, locating the wells within existing roadways has been determined to be infeasible.  Thus, it is expected that the Solution Group proposal will also involve the installation of disposal wells on the Broderson site.

According to the Solution Group, a maximum of 29 wells would be required for their alternative, due to the smaller size of the service area.  This would result in a well field of approximately one half the size of the well field required for the County project, that would have an impact area of approximately 1.75 acres. 

The Broderson site, which is at the southern edge of the urbanized area of Los Osos, is recognized as containing significant environmental resources including Chaparral, Coastal Scrub, and Live Oak Woodland habitats.  Special status plant and animal species that are expected to occur on the site include: Blochman Leafy Daisy, Indian Knob Mountainbalm, San Luis Obispo Wallflower, Morro Manzanita, Sand Almond, Morro Bay Kangaroo Rat, Morro Shoulderband Dune Snail, Morro Blue Butterfly, Monarch Butterfly, Black Legless Lizard, and California Spotted Owl.  In recognition of these habitat values, the Broderson  site has been proposed as a “Conservation Planning Area” by U.S. Fish and Wildlife Service’s Draft Recovery Plan for the Morro Shoulderband Snail and Four Plants (Morro Manzanita, Chorro Creek Bog Thistle, Indian Knob Mountainbalm, and Pismo Clarkia) from San Luis Obispo County.

A reduction in the amount of land that is required for effluent disposal facilities on the Broderson site would clearly be preferable in terms of complying with the LCP’s directive to minimize impacts on environmentally sensitive habitats.  In this case, however, the 1.75-acre reduction that would be realized by the Solution Group alternative is a result of a reduced service area that conflicts with RWQCB Order 83-13.  As previously noted, this eliminates the Solution Group proposal as an alternative to be considered by the Commission pursuant to Coastal Act 30412. 

In addition, the Comparative Analysis completed by Questa questioned the feasibility of utilizing wells for the Solution Group alternative, due to the quality of effluent expected from the proposed treatment system, which could increase risks of the wells becoming clogged.  In on-going discussions with the working group, and based on the information provided by experts in the technology proposed by the Solution Group, it appears that the Solution Group treatment system may be able to achieve a treated effluent quality that would allow for the use of disposal wells.  This assumption would be subject to future review by wastewater experts and the appropriate regulatory agencies.  Should such a review conclude that the use of disposal wells is not compatible with the treatment system proposed by the Solution Group, it is expected that the Solution Group alternative would need to revert to percolation ponds for effluent disposal.  Such a scenario would increase adverse impacts to sensitive habitats at the Broderson site beyond the impacts that will result from implementation of the County project.

C.
Comparison of Mitigation Proposals

Both the County project and the Solution Group alternative will result in adverse impacts to environmentally sensitive habitat areas.  As a result, the way in which these impacts will be mitigated is of critical importance in achieving compliance with LCP standards requiring that the biological productivity of sensitive habitat areas be maintained.  At this point in time, the biological mitigation measures proposed by both the County and the Solution Group suffer from a lack of specificity, and the absence of USFWS consultation pursuant to the Endangered Species Act.  While this might be expected of the Solution Group alternative, which is a relatively new proposal that does not have access to public funding, it makes the review of a coastal development permit for the County project more difficult.  A description of the County mitigation proposal, and an analysis of its compliance with LCP policies, is provided on pages 45-51 of the accompanying staff report.   

Overall, the County’s biological mitigation proposal includes the restoration and preservation of portions of the treatment plant and disposal sites that will not be required for project facilities.  At the treatment plant site, this equates to preservation/restoration of approximately 3.7 acres of dune scrub habitat.  At the disposal site, approximately 76.5 acres will be preserved/restored.  About 10.5 acres of this area will be preserved and restored as coastal scrub habitat, and the remaining 66 acres will be preserved as Coastal live oak and Manzanita habitat.  In addition, the County proposes to purchase land having at least 40 acres of good coastal scrub habitat.  Due to the sensitive nature of land negotiations, the County has not identified potential sites for this purchase.  The mitigation proposal, however, does state that the 40 acres would be composed of large parcels, in good habitat condition, and contiguous with other open space areas.  The County proposal states that all candidate parcels are within areas designated for protection by the Draft Recovery Plan for the Morro shoulderband snail. 

As proposed by the Solution Group, the 5.5 acres of coastal dune scrub habitat that will be lost as a result of the proposed wastewater treatment system will be mitigated by the protection of an equivalent habitat area.  Options to carry out this measure include: revegetating and protecting portions of the treatment site that will not be impacted by the treatment system; or, acquiring, revegetating and protecting 5.5 acres of coastal dune scrub habitat either on a 26.7 acre parcel adjacent to the treatment site or on another site acquired to mitigate impacts at the disposal site (discussed below). 

The type of biological mitigation that will be provided by the Solution Group to compensate for habitat impacts of the disposal facilities is dependent upon whether the disposal wells are located in existing roadway rights-of-way, or on the Broderson site.  If the wells can be located in existing roadways (the preferred option), then the Solution Group would the purchase and preserve the northern 100 acre portion of the Morro Palisades site, adjacent to the eastern boundary of the Broderson site.  If the wells must be located on the Broderson site, then the biological mitigation would be generally equivalent to that offered under the County project: preservation and restoration of the portions of Broderson site that will not be impacted by disposal facilities (approximately 78.25 acres as compared to 76.5 acres under the County project); and, the acquisition and protection of an appropriate 40 acre mitigation site.

As previously noted, and as discussed on page 38 of the staff report, locating the wells within existing roadways has been determined to be infeasible.  Thus, the mitigation proposal offered by the Solution Group is generally equivalent to the mitigation proposal put forth by San Luis Obispo County.

D. Other Environmental Considerations - Length of Time Required to Implement Project Alternatives
The relatively small decrease in terrestrial habitat impacts (approximately 1.75 acres) at the Broderson site that could result under the Solution Group alternative needs to be considered in context with ongoing impacts to sensitive aquatic habitats associated with the continued use of individual septic systems (e.g., shellfish beds that have been closed due to excessive bacteria levels).  Further pursuit of the Solution Group alternative has the potential to result in significant delays to the implementation of a solution to this problem, and poses risks to the ability to implement a solution at all.

Potential time delays associated with the Solution Group alternative include, but may not be limited to:

· The need to condemn the proposed treatment site because the property owner is an unwilling seller;

· The need to conduct biological investigations of the treatment site;

· The need to obtain voter approval for a revised assessment district;

· The need to conduct additional environmental review for the revised service area and method of treatment pursuant to the California Environmental Quality Act; and,

· The need to develop engineered plans and obtain RWQCB approval of these plans.

Potential risks to the implementation of a solution to the region’s water quality problems associated with the Solution Group alternative include, but may not be limited to:

· The fact that the $47 million dollar loan from the State Water Resources Control Board will expire in April 1999 if construction does not commence by that time, and that this loan can only be applied to projects that have been reviewed and approved by the RWQCB; and

· The fact that a revised assessment district could be denied by a vote of the affected residents.

E. Conclusion
As currently proposed, the Solution Group alternative is inferior to the County project in terms of protecting environmentally sensitive habitat areas.  With respect to the impacts of the two treatment proposals, the quantity of sensitive habitat area that will be impacted by the Solution Group treatment system exceeds that which will be impacted by the County treatment plant.  The quality of the habitat on either treatment site is generally equivalent; both represent degraded native habitat areas surrounded by urban uses that are not a component of long-term efforts to protect environmentally sensitive habitats.  In terms of habitat impacts associated with the disposal of treated effluent, the Solution Group alternative offers an opportunity to reduce such impacts by approximately 1.75 acres.  This, however, is a result of a reduced service are which conflicts with RWQCB Order 83-13, and, as a result, with Coastal Act Section 30412 as well.  Furthermore, the relatively small reduction in habitat impacts at the disposal site is outweighed by the fact that pursuit of the Solution Group alternative would delay implementation of a solution to the areas water resource problems, and put at risk the ability to implement a solution.   This would allow adverse impacts to sensitive aquatic habitats resulting from the continued use of individual septic systems to persist and perhaps increase.

IV.
TECHNICAL ISSUES

To ensure that LCP policies calling for the protection of water resources are effectively achieved, the Comparative Analysis of the County project and the Solution Group alternative completed by Questa evaluated which of these proposals would best achieve water quality objectives.  Questa’s analysis concluded that the County Plan provides far more assurance of the ability to correct the existing groundwater nitrate problem than is offered by the Community Plan (i.e., the Solution Group Alternative).  

As presented at the Commission hearing of June 8, 1998, the primary factor leading to this conclusion was that the level of wastewater treatment expected to be realized through the Solution Group treatment system was found to be unrealistic.  While the Solution Group had expected that treated effluent would have a concentration of 3 mg/L of nitrogen, the wastewater engineers comparing the two projects believe that a nitrogen concentration ranging between 8 and 12 mg/L would be more likely.  In addition, Questa’s analysis also identified that even if a nitrogen concentration of 3 mg/L in the treated wastewater could be consistently realized under the Solution Group alternative, the RWQCB’s objective of reducing nitrate levels throughout the groundwater basin to 7 mg/L would not be realized.  This is due to the larger area of the Community that would remain on septic systems when compared to the County project.  In comparison, the report states that the County project will be able to achieve this objective in 17 to 30 years.   Other aspects of the Solution Group alternative identified by the Draft Comparative Analysis published by Questa in May 1998, which in Questa’s opinion made it inferior to the County project in terms of protecting water resources, included:

· The proposed treatment system is susceptible to uncontrollable process imbalances (e.g. cloudy days which limit photosynthesis, windy conditions which turnover pond contents, and seasonal shifts in algal species) that can reduce the ability to remove nitrogen;

· areas where septic systems are retained would result in “plumes” of groundwater with nitrogen concentrations in excess of 10 mg/L, the drinking water limit, and poses greater risks of groundwater contamination from bacteria and other pathogens; and,

· the proposed recharge of the deep aquifer via Los Osos creek would have the undesirable affect of introducing relatively high loads of total dissolved solids (TDS) directly into the aquifer from which Los Osos obtains its drinking water.    

Questa’s Draft Comparative Analysis also identified elements of the Solution Group Plan which raised serious questions regarding its technical feasibility, and its ability to comply with water quality regulations. These included:

· unresolved issues regarding the handling and disposition of coagulated biosolids that result from the proposed treatment process; and

· the quality of the treated wastewater would be unlikely to meet requirements that would allow for its use as irrigation water or for disposal to Los Osos Creek.

Questa’s Draft Comparative Analysis noted that there are clear advantages to the use of the AIWPS in rural settings where land area is not a constraint and where the treated wastewater can be used for irrigation (e.g., St. Helena, Hollister, Bolinas).  However, it concluded that the over-riding demand to comply with strict nitrogen removal requirements and to produce tertiary level effluent quality for groundwater recharge and/or reuse make the AIWPS an inappropriate choice for the Los Osos situation.

Since the June 8, 1998 Commission meeting, the Working Group has discussed the above issues at great length.  The Solution Group, in concert with professional engineers that are intimately familiar with the proposed treatment system, has responded to the large majority of the issues identified by the Questa report (correspondence available on request).  This new information has provided substantial evidence that, in the opinion of the Commission staff, generally supports the Solution Group’s proposal as a technically feasible alternative to the County project.

One important technical issue that remains unresolved with respect to the Solution Group alternative’s ability to achieve water quality objectives is whether the reduced service area proposed under this alternative will adequately eliminate sources of nitrates to groundwater and surface water resources.  Approximately 44% of the community will remain on septic systems under the Solution Group alternative, while 14% would remain on septic systems under the County project.   The Working Group spent a significant amount of time debating this issue and was unable to reach consensus.  Resolution of this issue would need to take place through further review of the Solution Group alternative by the State Water Resources Control Board and the Central Coast RWQCB, as further discussed below.   

V.
REGULATORY COMPLIANCE

Currently, the wastewater treatment service area proposed by the Solution Group does not comply with RWQCB Order 83-13, which establishes a prohibition against septic system discharges in specific areas of the Community.  As a result of this conflict, the Solution Group alternative is not an option that can be pursued by the Commission pursuant to Coastal Act Section 30412 and LCP Policy 9 for Public Works.  This issue, and its implications upon the Commission’s review, is discussed in more detail on pages 31 – 33 of the staff report that accompanies this document. 

It is recognized, however, that the County has been able to negotiate a revision to the prohibition boundary originally established by RWQCB Order 83-13.   This revision was based on the implementation of a Septic System Management Plan in geographic regions typified by parcels larger than one acre in size (i.e., the 14% area of the community that will remain on septic systems under the County project).  The opportunity for a further reduction in the prohibition area, as would be necessary to implement the Solution Group alternative, does not appear likely.  This is due to the fact that many of the parcels that would remain on septic systems under the Solution Group alternative do not meet RWQCB requirements for on-site septic systems (please see Exhibit 9 attached to the staff report).  Overall, the State Water Resources Control Board and the RWQCB have emphasized their position that approval of the County project, rather than further pursuit of the Solution Group alternative, is the preferred action in terms of water quality protection.

VI.
ECONOMIC FEASIBILITY

As previously noted, neither the San Luis Obispo County LCP nor the Coastal Act include treatment works standards allowing for Commission review of the costs of this project.  Project costs are only an issue as they relate to the Commission’s consideration of alternatives intended to maximize consistency with LCP and Coastal Act requirements; such alternatives must be economically feasible in order to be considered.  Thus, the Commission’s consideration of economic issues is limited to the question as to whether a preferable alternative, in terms of LCP and Coastal Act conformance, is economically feasible.  In this case, the Solution Group alternative is not preferable in terms of LCP and Coastal Act conformance.  

Nonetheless, questions and concerns regarding economic issues has been a major source of controversy throughout the history of this project, and have been raised during the Commission review of the County’s project.  This comparative analysis includes a discussion of the economic issues in order facilitate a complete and accurate understanding of the economic issues associated with the County project and the Solution Group alternative.

As presented by the project proponents, the County project will have a total cost of approximately $68,068,444, and the Solution Group Alternative will cost $57,732,895.  The accuracy of the total cost of the County project has been, and remains, a major source of controversy, notwithstanding the efforts of the Working Group to resolve this issue.  The Solution Group estimates that the total cost of the County project is $103,277,525.  In Questa Engineering’s final evaluation, the total cost of the County project was estimated to be $84,224,08, and the cost of the Solution Group alternative was estimated to be $78,182,989.  In the opinion of the Commission staff, the final cost estimates provided in Questa Engineering’s June 5, 1998 Response to Comments represent a reasonably accurate and objective approximation of overall costs for both projects. 

To determine the capital cost of the County project, Questa reviewed the Modified Engineer’s Report (as revised in June 1997), which provides a detailed cost estimate for the project.  This report was an essential component to the formation of the assessment district required to finance the project.  As presented by this report, cost estimates were divided into two principal catagories: pre-construction costs and construction costs.

Pre-construction costs, which include general project costs, assessment district costs, property acquisition/rights-of-way, and pump discount, have been calculated by the County to be $14,432,444.  An additional financing cost of $6,188,000 was estimated by the County, but subsequently reduced to $3,655,484 (a reduction of $2,532,516) by the County’s bond underwriter.  According to the Questa report, this difference stems from lower reserve and bond insurance costs in the underwriter’s estimate.

Construction costs for the County project included: the construction of collection, treatment, and disposal facilities; contingencies; construction management; and environmental monitoring.  The County calculated these costs at $47,636,000.

Taken together, pre-construction and construction costs for the County project are $68,068,444 as calculated by the County, and $65,535,928 with the reduced financing cost estimated by the underwriter.  These are capital costs only; one-time sewer connection costs would are the responsibility of the property owner.  The County has estimated that individual connection costs would be approximately $850.  Local residents assert that these costs would range from $4,000 to $5,000 per connection.  The economic analysis contained in the Questa Report estimated that individual connections would have an average cost of $2,500.  Questa’s analysis included the cost of financing this expense within the overall project cost estimate.

In addition to capital and connection costs, the Questa report estimated the operations and maintenance costs of the County project.  These costs, which cover the operation and maintenance of the tertiary level treatment plant, gravity disposal wells, effluent force mains, and Septic System Management Program was estimated to be $1,176,745.  Extended over a 30 year period, with an annual discount rate of 4%, the present value of of a 30 year period operation and maintenance costs was estimated to be $20,348,314.  Extended over a 50-year term, the Questa Report estimated the present value for the operations and maintenance costs to be $25,279,053.

A similar approach was taken in the Questa Report’s analysis of the overall cost of the Solution Group project.  This analysis identified numerous project costs that had not been included in the Solution Group’s original estimations.  As presented in Questa’s final analysis, the capital costs for the Solution Group alternative (i.e., pre-construction and construction cost, including sewer system connections) were estimated to be $40,557,768.  Annual operations and maintenance costs were estimated to be $1,863,160, which translates to a present value cost of $31,928,425 over a 30-year period, and $39,665,221 over a 50-year period.

Total project costs over a 50-year period, as estimated by the Questa report are $84,224,081 for the County project and $78,182,989 for the Solution Group Alternative.  The Questa report notes that the total project cost for the Solution Group alternative are the minimum costs associated with this proposal, and that financing and assessment district costs remain an issue.

The Solution Group has challenged the cost estimates contained in the Questa Report, and countered that total capital costs would be $37,823,527.  The most significant difference is in the estimation of operation and maintenance costs.  The Solution Group estimates that total operations and maintenance costs would be $908,165 annually, and $19,509,368 over a 50 year period, for a total project cost of $57,332,895 over a 50 year project life. 

Regardless of which cost estimates are the most accurate, the implementation of either the Solution Group Alternative or the County Project will clearly have a significant economic impact on the local community.  One of the primary ways in which this can be reduced is by securing the $47 million low interest loan currently available from the State Water Resources Control Board.  This loan will expire on April 1, 1999 unless construction commences by that time.  The County project appears to be in a much better position than the Solution Group alternative to meet this requirement, especially in light of the fact that the project must comply with RWQCB Order 83-13 in order to qualify for this loan.

It is also noted that prior to obtaining final facility design approval form the State Water Resources Control Board, the County project must undergo a final review of its economic feasibility by the State Water Resources Control Board.  Impacts to local residents will be considered as part of this analysis.


