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               COLAB SAN LUIS OBISPO COUNTY 

                                                 WEEK OF JUNE 10-16, 2012 

      INSIDE THIS UPDATE 

        BOARD TO CONSIDER PROPOSED 2012-13 BUDGET                                  

AVOIDS REAL ISSUES 

    NEW COUNTY ENERGY DEPARTMENT?                                                         
HUASNA OIL PROJECT SPARKS REQUEST 

  SB 1234 WOULD REQUIRE PRIVATE SECTOR FIRMS TO JOIN 

STATE SPONSORED PENSION PLAN                  

 

Board of Supervisors Meeting of Tuesday, June 5, 2012 (Completed)  

Local Food Purchase Policy.  The item requiring County agencies to purchase locally 

produced food was continued to the June 19
th

 meeting for technical amendments.    

 

Habitat Conservation Plans, A Giant Costly Land Grab.  Two separate contracts 

(amendments to existing contracts) for the preparation of habitat conservation plans (HCP’s)  

were approved. The first is for Los Osos and is required as a condition of the sewer project. 

The second is for a very large area covering most of the northern and eastern parts of the 

County.  

Background: The ostensible purpose of the two Board items is to amend and extend the 

terms of the contracts with the consulting firms that are undertaking the projects. The work 

is far behind and is costing more because the process is so complex and because working 

with the US Fish and Wild Life Service (the sponsor of the HCP process) and the California 

Department of Fish and Game (a partner) is tedious, time consuming and expensive. The 

large inland project budget (just for preliminary studies) appears to be approximately 

$344,000.  This expense covers only one phase of the project, called the “draft conservation 

program”. The Board letter is such a jumble that it is impossible to really understand the 

finances. Similar to other projects, the County staff is raking off part of the money to 

“manage” the project.  

Nowhere in the Board is letters there any indication of the full cost over the lives of these 

projects up to the point where Fish and Wildlife approves an HCP.  

The alleged benefit is that if a jurisdiction has an HCP, farmers, ranchers, home owners and 

others who are expanding cultivated areas or building a barn or whatever will supposedly 

not have to get separate permits (called incidental take permits) from Fish and Wildlife. If 

they accidently kill a kit fox, salamander, giant kangaroo rat, thistle, or other protected, 
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listed, or endangered species, they are theoretically protected from Federal and State 

prosecution, fines, mitigation penalties, and prison. 

COLAB opposed the program and pointed out that the Program is a tool of the US Fish and 

Wildlife Service to restrict the use of private property, particularly in rural areas. HCP 

programs typically use tools such as: 

1. Acquiring existing habitat; 

2. Employing conservation easements to protect existing habitat;  

3. Improving or restoring degraded habitat; 

4. Management of habitats to achieve specific conditions; or 

5. Creating new habitat.  

The County has not disclosed the real costs and purposes of the HCP programs, which are to 

assist the Federal Government to take over private land.   We believe that as the County gets 

deeper into the intricacies of this project, staff and the Board will realize that the cost and 

unwillingness of property owners to volunteer their land as protected habitat will prove its 

impossibility to manage and cause the County to abandon the project.    

 

Board of Supervisors Budget Hearings: Monday June 11and Wednesday June 13, 2012 

(Scheduled)                                                                                                                        

No Regular Tuesday Meeting is Scheduled 

The hearings will take place on the days noted above starting at 9 AM. The bulk of the 

proposed 2012-13 Annual County Budget will be heard in an all-day session on Monday. 

This will include a review of each department and the Capital Improvement Budget.  Any 

matters not completed on Monday will be carried over to Tuesday, June 12
th

.  The 

Wednesday session will cover County contributions ($1,798,000) to a variety of not-for- 

profit health, social services, environmental, cultural, and recreational associations, as well 

as the Visitors and Convention Bureau.  

The Budget totals $469,410,000, of which $158,729,000 are local general fund dollars.  Of 

this amount, $148,819,399 is derived from the property tax.  These funds are the primary 

support for public safety (Fire, Sheriff, and Probation) and justice (District Attorney and 

Public Defender). The largest component, the secured property tax, is actually down from 

2010-11: $97.9 million to $97.2 million. Notwithstanding all the political rhetoric about 

economic development and jobs, the decline provides an empirical comment on the current 

dismal situation. The Budget supports 2,422 employees, a slight increase from the 2011-12 

adopted Budget, which provided 2,382. The increase is due to a shift in responsibility from 

the State to the County for some classes of sentenced jail inmates to the County Jail and 

some State parolees to County Probation. These costs are currently offset by new State 

revenue. 
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The County also operates internal service funds (fleet maintenance, information technology, 

etc.); manages public enterprises ( golf courses) ; and is responsible for a number of special 

districts and service areas, which adds $175,033,000 ($175 million + $469.4 million), 

bringing the grand total to $644,444,000. For example, the operating budget for the 

Nacimiento water system is $15.8 million in FY 12-13. 

Key Issues Raised by the Budget:  

1. As noted above the key local revenue, the property tax, is flat. It has been flat for 

several years. Even though there is considerable talk about jobs and economic development, 

this very important indicator underscores the failure of the County’s overall “smart growth 

strategy” (really a land use no-growth tool) to make economic progress.  The largest 

developments in the County are the two industrial scale solar plants. Unfortunately, State 

law exempts solar generating facilities from the local property tax, an estimated 

$17,000,000 per year in foregone revenues for the County and school district.  

The Supplemental Property Tax actually declines from $1.2 million in 2010-11 to $1.1 

million in 2011-12 and then is forecast to drop to $800,166 in FY 2012-13. This is the part-

year property tax, which is collected after a property is sold and is based on the new 

assessed value. It is a leading indicator in predicting future property tax growth. This is not 

good news but is yet further indicia of the lack of economic growth in the unincorporated 

County. 

The property transfer tax is projected to increase from $1.4 million to $1.6 million. This 

is another leading indicator. It is not clear how it can be projected to increase if the actual 

supplemental property tax is projected to decline, as noted above. 

The general sales tax declines from $6.2 million in 2011 to $5.5 million in 2012-13. 

Again, this suggests that the economy is flat or declining in the unincorporated area.  

The transient occupancy tax (hotel tax), which declined from $6.3 million in 2010-2011 

to $6.0 million in 2011-12, is projected to increase to $6.2 million in 2012-13. 

Building Permit Revenue (all of which goes to sustain the Planning and Building 

Department staff) is predicted to grow from $1.6 million in the current 2011-12 year to $1.9 

million in 2012-13. This increase masks the true situation because as the P&B director 

points out on page C-13 of the Budget document, “This increase is largely due to the two 

large solar plants under construction in the Carrizo Plain, which will require several 

thousand hours of inspection time.” As of April 15, 2012, only 71 new dwelling units of any 

kind had been permitted in the current 2011-12 year.  

The Solar Plant Construction Related Sales Tax will provide a new $1.3 million dollars  

in point of sale ( sales) tax related to materials used in the two projects.  This will be used to 

offset increased Sheriff’s patrol costs and increased Fire Department costs, which the 

County attributes to the two solar projects. It is not clear why the solar projects would 

increase the need for these services in the eastern County, since there is no corollary new 

housing or commercial development. The temporary construction labor force is imported 

from existing developed areas and bused in. The Highway Patrol is responsible for traffic 

enforcement. The projects consist almost entirely of solar array fields and transmission 
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facilities, not habitable structures and housing.  Must be that those giant kangaroo rats and 

kit foxes are stealing the silicon. 

More mysteriously, the budget contains only $1.3 million in new solar related sales tax. The 

County has projected that it will generate $20 million over the 3-year construction period.  

June 2013 (the end of the new fiscal year) will be the approximate halfway point in the 

project, so why isn’t the number more like  $10 million?  Certainly thousands of solar 

panels have been installed already and miles of electric transmission line have been 

stockpiled on the sites. Is there unreported revenue piling up somewhere or were the 

estimates inflated? 

 

2. “Closing” the Budget Gap.  On page A-2 of the Budget there is a discussion of how the 

County closed its structural budget gap (a permanent multi-year imbalance between 

available revenues and existing/customary service levels). This is has been achieved 

gradually over 6 years by allowing attrition (by not filling behind retirements and 

resignations, and by combining jobs) to reduce the County employee workforce from just 

over 2600 in 2008 to just over 2400 today. As far as we can ascertain, the average full time 

equivalent county position (FTE) fully loaded (salary and benefits) costs $101,087. 

Accordingly, the elimination of 200 positions accumulatively avoids $20,217,400 in 

expenditures that will not occur in FY 2012-13.  

A key paragraph on Page A-2 of the Budget states: As noted above, one of the primary 

reasons for the shrinking gap is the progress that continues to be made in containing and 

reducing salary and pension costs.  It’s been approximately two years since your Board (we 

thought as elected officials they were our Board) approved the “Three Point Plan,” which 

includes a Tier 2 pension plan for new employees, pension cost sharing for new and existing 

employees, and an updated approach to setting salaries. In short, over 90% of new 

employees are covered by the Tier2 lower cost pension plan, employees and the County are 

splitting pension cost increases 50/50, and salaries have remained flat. As a result of the 

implementation of this plan, the County is saving over $26 million annually in labor costs  

Some Observations: 

 Management or Attrition?  As noted above, over $20 million is from attrition. This 

is not such a remarkable feat. Literally hundreds of local government jurisdictions in 

California have been forced to reduce their workforce as revenues have failed to 

keep up with ever expanding labor costs. In fact the HR Director, in her Budget 

write-up on page C-298, attributes just $780,000 of the $26,000,000 to the 2
nd

 tier 

pension. 

 Salaries and Benefits Savings?  Salaries and benefits account for $236.1 million 

(50%) of the $469.4 million dollar FY 2012-13 Budget.  The adopted FY 2011-12 

Budget provided $230.6 million for salaries and benefits. In FY 2010-11, it was 

$222.7 million, and in FY 2009-10, it was $220.4 million. Thus and in spite of the 

staff attrition, 2
nd

 pension tier, and other measures, pay and benefits are still 

increasing. If there were no staff attrition, the number would be larger, but is this 

true savings or simply future cost avoidance? A savings would be the dollars netted 



5 

 

from a reduction below a given year’s expenditure. Clearly, the County has not 

crossed a line where it is spending less this year than in previous years.  

 Did the County Simply Institutionalize Turnover and Take Credit? The budget 

does not contain data on the vacancy rate, which is the average number of vacant 

authorized and funded positions which naturally exist currently or which existed  at 

some point in the past.  Back in 2008 when the County funded 2600 jobs, 200 

vacancies would constitute a vacancy rate of only 8%, which is very typical for 

government agencies. Government personnel systems are notoriously slow in filling 

vacancies. In fact the HR Director reports, in a performance measure on page C-301, 

that it takes 40 days on average from the time recruitment closes (the final filing 

date) until an eligibility list is provided to the requesting department. This does not 

include the time for the filing of the personnel requisition, posting the job, 

advertising, receiving applications, etc. Nor does it include the time required for the 

department to contact the people on the list, conduct the interviews and background 

checks, negotiate a deal, and then wait for the new employee to move from his or her 

current job to the county (particularly long for those from the outside). Since a 

number of departing employees are owed accrued vacation, vacancies must be held 

open until the payments are amortized out of the system. Given these circumstances, 

it is probably more like 80-100 days on average to fill a position. 

It may be that the County is simply taking credit for un-funding the normal float and 

allowing the inefficient personnel system to slow the hiring process – what the 

County has called a “hiring chill.” 

 Was the County Overstaffed in 2008? There is no indication in the Budget that the 

200 FTE gradual reductions have had any adverse service impacts. Most of the 

performance measures indicate that things are going along fine. Of course this is also 

the opinion of the Board. Everything is great! 

 Could the County Reduce 200 real jobs?    

  

3. A Balanced Budget?  While the Budget appears technically balanced in the short term, 

there are a number of factors suggesting that this is a narrow view. 

Narrow vs. Strategic  Analytical Approach: The Budget is backward looking. It contains 

a fairly detailed description of how the rate of expenditure growth that might have taken 

place was curtailed over the past 5 or 6 years. Significantly, the emphasis was on preserving 

service levels and protecting the workforce from job loss. There are also some fa irly 

detailed discussions of the minutiae of changes in expenditures in each of the departments. 

It also contains a detailed list of budget policies that ostensibly govern the priorities and 

process.  For example, policy 20 is Cost Recovery through Fees which states:  

Utilize fees to recover costs where reasonable and after all cost saving options have been 

explored. Exceptions will be reviewed on a case –by –case basis. County departments will 

review fees annually to ensure that they meet statutory requirements, fall within the range of 

fees being charged by comparator counties and achieve cost recovery. 
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In 2011-12, scores of fees (particularly those impacting land use, development, and 

regulatory matters) were raised an average of 9.1%. There was no report of the analysis of 

the “cost saving options explored” accompanying the fee increase report.  

What is missing is a forward look or forecast of future conditions and scenarios. The Budget 

should present a year-by-year 5-year forecast of the true discretionary general fund, 

indicating whether it will be in balance or will a gap develop. On the revenue side, this 

would include property taxes, general sales taxes, transient occupancy tax, and so forth. On 

the expenditure side, using current service level numbers, it would project the impact of 

known and potential salary increases, pension rate increases, utility rate increases, and other 

reasonably predictable cost items. It would then provide a calculation of any potential gap 

over time.  Finally  staff would provide  examples of potential balancing mechanisms and 

their impacts. 

Of course this information is important for strategic  policy planning  beyond budget 

considerations. If there is going to be a gap in the future, land use and economic 

sustainability strategies could help preserve basic County services, reduce dependency 

(which costs the County budget), and provide resources to protect and enhance the 

environment. 

 

 

Planning Commission Meeting of Thursday June 14, 2012(Scheduled) 

The Commission will be considering three items, which include approval of a single-family 

house on a steep hillside in Cambria; the expansion of the Dana Adobe Histor ical/Cultural 

Center; and expansion and extension of the life of the Cold Canyon Landfill.   

The Dana Adobe project would include an interpretive center and a replica Chumash 

village. At this writing there does not appear to be any opposition and there were no 

opposing letters posted on the website. 

The Cold Canyon Landfill life extension and expansion is likely to cause some controversy.  

The proposal includes increasing the amount of tons that can be disposed per day from 1620 

to 2050.  Neighbors are very concerned and have pointed out that the permit under which 

the landfill operates today contains a clause which would appear to condition that prior 

approval on the guarantee that the landfill would be closed at the end of the existing 

permitting period.  Area residents are concerned about traffic, noise, lighting, and odor.   

An interesting sideline is a requirement known as 31-E included by the Planning and 

Building staff with respect to the diesel emissions from equipment used at the site and 

trucks delivering refuse to the site. 

The condition states, “Maximize, to the extent feasible, the use of diesel construction 

equipment matching ARB’s tier 2 certificated engines … ”  It then states, “Maximize to the 

extent possible the use of on road heavy trucks that meet ARB’s 2007 or newer 

requirements for on road heavy duty trucks.”  The ARB regulations have been problematical 
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throughout the state since heavy equipment costs  hundreds of thousands or even millions of 

dollars.  Some of it has a lifespan of twenty years or more.  Thus, having to dispose of a 

piece of equipment and replace it in midlife cycle can be very detrimental to a business 

operating such vehicles.  Originally, the County, in setting bid requirements for vehicles 

involved in the construction of the Los Osos Sewer Treatment Plant and related facilities, 

required that the equipment absolutely meet ARB’s higher requirement.  This was then 

modified to exempt the delivery trucks, but the requirement was maintained for onsite 

construction equipment. 

In this case it appears that the County is willing to provide less stringent requirements, at 

least for the onsite equipment, by requiring the higher standards “to the extent possible.”  So 

does this mean that the residents of Los Osos surrounding the sewer plant site deserve 

cleaner air than the residents living near the landfill?  Of course the bigger question is, 

given the naturally windy and clear conditions in San Luis Obispo County, do any of these 

costly requirements make any sense at all? 

 

Other Matters: 

Huasna Oil Project:  Last month the Board continued consideration of the application of 

Excelaron Oil to drill twelve oil wells in the Huasna Valley until August 28, 2012.  The 

Board is being approached by the Huasna Foundation (a group of Huasna residents and 

property owners who oppose the application) to establish an energy monitoring division 

within the Planning and Building Department.  The request has been made because these 

property owners observed during the Huasna hearing in May, that many of the speakers in 

support of the project were owners of underlying mineral rights.  The Huasna Foundation 

members are concerned that the Excelaron proposal is the tip of the iceberg and that if it is 

found to be successful, there are other locations within the Huasna Valley that would be 

proposed for oil and gas development.  They have further noted that there are many other 

locations throughout the county where it is likely that oil and gas are present and that there 

are, similarly, owners of underlying mineral rights.  Some of these  owners spoke at the 

Huasna hearing even though they don’t have property in the Huasna Valley.  The Huasna 

Foundation warns that given the presence of oil in other locations, the county could 

experience extensive development of oil and gas in the future.  They regard this as 

destructive of the natural beauty, agricultural areas, and attractiveness of tourism for the 

county. 

Consequently the Foundation is suggesting that the County prepare for such an eventuality 

by hiring County staffers with expertise in the regulation of oil and gas development.  They 

have cited Santa Barbara County’s Energy Division as an example of such an agency.  

This circumstance raises what is likely to become a major policy issue:  Will San Luis 

Obispo County encourage or oppose proposals for oil and gas development in agricultural 

areas and/or near residential areas?  How are the rights of underlying mineral owners 

balanced with the desire of surface property owners to avoid the development of drilling 

rigs, tanks, pipelines, and other facilities?  Will the enviro-socialists in the county be able to 

forbid all oil and gas development, since they assert that use of such fuels theoretically adds 
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to greenhouse gases?  On the other hand, as government agencies downsize, the 

construction industry remains flat, job market remains tight, and home prices remain flat or 

decline, will citizens who are not independently wealthy, retired, or benefiting from historic 

government sinecures support mineral development?   

 

State Legislature: State Senators De Leon and Steinberg have proposed Senate Bill 1234 

(SB 1234), which would require that private sector employers (which do not have an 

employer sponsored pension plan) join a State monitored and administered retirement plan. 

The California Public Employees Retirement System (PERS), which currently has $62.1 

billion in unfunded liability, would administer the program. The bill requires that the State 

Employment Development Department (EDD) assess penalties on businesses that do not 

make the program available to their employees. The system would contain elements of both 

defined benefit and defined contributions plans.  The Bill cleared the Senate Finance 

Committee on a 5-2 affirmative vote. The Service Employees International Union (SEIU) is 

a major supporter of this legislation. 

The basic purpose is quoted from the Bill text below:  

This bill would enact the California Secure Choice Retirement Savings Trust Act, which 

would create the California Secure Choice Retirement Savings Trust to be administered by 

the California Secure Choice Retirement Savings Investment Board, which would also be 

established by the bill. The bill would require eligible employers,  as defined, to offer a 

payroll deposit retirement savings arrangement so that eligible employees, as defined, could 

contribute a portion of their salary or wages to a retirement savings program account in the 

California Secure Choice Retirement Savings Program, as specified. The bill would require 

eligible employees to participate in the program, unless the employee opts out of the 

program, as specified. The bill would require a specified percentage of the annual salary or 

wages of an eligible employee participating in the program to be deposited in the California 

Secure Choice Retirement Savings Trust, which would be segregated into a program fund 

and an administrative fund, both of which would be continuously appropriated to the board 

for purposes of the act. The bill would limit expenditures from the administrative fund, as 

specified. The bill would also require the board to establish a Gain and Loss Reserve 

Account within the program fund.  

The proposed law also states: 

   (e) Providing California workers with a guaranteed retirement income to supplement 

social security, traditionally funded by stable employer contributions via a defined benefit, 

employer-based pension plan, is optimal to ensure that workers accumulate the benefits they 

need for a secure retirement. California must pursue guaranteed replacement income 

programs, including defined benefit plans, for all working Californians. ( Our emphasis) 

Establishing and offering a universal retirement savings program to provide a vital 

supplement to social security income would be an important step toward ensuring the 

retirement security of all working Californians. 

Employers required to participate include: 
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(d) "Eligible employer" means a person or entity engaged in a business, industry, 

profession, trade, or other enterprise in the state, whether for profit or not for profit, 

excluding the federal government, the state, any county, any municipal corporation, or any 

of the state's units or instrumentalities, that has five or more employees and that satisfies 

the requirements to establish or participate in a payroll deposit retirement savings 

arrangement. 

We wonder how many small growing firms will hop to other states as this law is phased in. 

We will never know the number of firms that might have started up in California or 

relocated to California as this new cost barrier is added to the mass of regulations, fees and 

taxes which already exist.  

As employees become invested and vested in this new system, they will  have a stake in its 

governance, investment policies, and benefit policies. SEIU will helpfully point out that by 

unionizing, they will become a powerful voice in these decisions. What a great union 

organizing scheme. 

 

 

 


