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COLAB SAN LUIS OBISPO COUNTY 

WEEK OF APRIL 24 -30, 2016 

THIS WEEK 

 

NO BOARD MEETING ON APRIL 26, 2016 
 

LATE BREAKING ITEM 

SLO COUNTY PENSION TRUST TO HEAR 3.95%   

RATE INCREASE RECOMMENDATION 
  

 LAST WEEK 

 

NACIMIENTO PROJECT WATER SUBSCRIBERS 

MAY SELL WATER AND PAPER WATER                    
(OUTSIDE OF THE PASO BASIN) 

WILL PASO BASIN BE PAPER WATER COLLATERAL? 

(SEE PAGE 5 FOR HUGE STATE INTEREST  
 

 

GIBSON, HILL & MECHAM MOVE SALES TAX 

HIKE FORWARD                                                                      
(AND JUMPED THE PROCESS & SCHEDULE BECAUSE THEY 

ENDORSED THE TAX WITHOUT A SPECIFIC NOTICED HEARING)  
PUBLIC HAD NO IDEA 

THE ITEM WAS SUPPOSEDLY TO SET AN ADMINISTRATIVE  

STRUCTURE ---- NOT TO ENDORSE THE TAX 
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  SLO COLAB IN DEPTH                       
(SEE PAGE 13) 

 

 

Minimum Wage Aftershocks Will Cause Public Sector 

“Wage Hike Tsunami”   

 California’s Business Climate 

  

THIS WEEK’S HIGHLIGHTS 
  

 

No Board of Supervisors Meeting on Tuesday, April 26, 2016 (Not Scheduled) 

 

No meetings are scheduled for either Tuesday, April 26 or Tuesday, May 3, 2016. Only 3 

meetings are scheduled in May. The first June meeting is on the 7
th

, which is Election Day and 

the day of the critical supervisorial primary. Any significant policy actions taken on June 7
th

 will 

be too late to inform or impact the votes, many of which will have already been cast by mail 

ballots. It will be interesting to see if any controversial policy matters are brought forward on the 

agendas of the 3 remaining meetings. On substance, it is likely that the die has been cast.  

 

 

LAST WEEK’S HIGHLIGHTS 
 

 

Board of Supervisors Meeting of Tuesday, April 19, 2016 (Completed) 

 

 

Item 27 - Nacimiento Project Participants Take Their Full Allotments/Paper Water & Paso 

Basin Implications.  The Board voted unanimously to ratify an agreement whereby the Naci 

Water Project subscribers will take their full allotments. There was considerable discussion 

among the Board members and representatives of the subscribing jurisdictions about selling 

some of the water to jurisdictions that have shortages. Obviously, the Paso Basin came to mind 

as an area that would benefit from recharge. Similarly, the ongoing reductions in the South 
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County Zone 3 System, as Lopez Lake draws down and could run out in 2017, could militate for 

purchase of some of the Naci water by the zone 3 member agencies.
1
 

 

The discussion morphed into the practicalities of moving Naci water from one location (basin) 

and/or one jurisdiction to another. It was pointed out that in some cases actual wet water could 

not be moved because the inter-connected conveyance systems don’t exist. However, a system of 

paper credits could be established where water from source A intended for destination C, which  

cannot actually physically be delivered to C, could be delivered to intermediary B, which in turn 

could sell some of its water to destination C. In turn, intermediary B would be reimbursed by 

some of source A’s water. The deal for source A to sell water to destination C would be “paper 

water.” The issue actually came up in the context of the City of Grover Beach acquiring Naci 

water back during the February 23, 2016 Board meeting.  

 

Control Click on the link below to see the video:  

 

https://www.facebook.com/pasorobleswin/videos/485313001663153/  

  

There is a short intro and then a very nice explanation.  

 

Fast forward to the April 19
th

 meeting:  After the vote, there was a huge lovefest of mutual 

congratulations among the Board, County staff, and the representatives of the cities and water 

districts for having successfully completed the negotiations to allow the full allocations, which in 

turn will enable the sales, movement of water, and the more complicated wheeling of paper 

water deals. 

 

The fact that there are different sources of water, including native ground water endemic to 

particular basins, surface water in rivers, Nacimiento Project Water, and State water, make the 

whole process complicated and hard to follow. The variety of potential deals, swaps, and 

resulting profits are many.  For example, the City of SLO could leave some of its Naci water in 

the north by selling it to any group that wants to recharge the basin. This could be part of the 

SGMA ground water management plan. In another scenario, just about any entity could purchase 

State water from DWR or from the Central Coast Water Authority (CCWA). Note that users 

have rarely taken all the water which was actually available in any given year from CCWA. (See 

the chart on the following page). 

 

Continued on the next page: 

 

 

                                                           
1
 Avilla Beach, Pismo Beach, Arroyo Grande, Grover Beach, and Oceano. 

https://www.facebook.com/pasorobleswin/videos/485313001663153/
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It seems strange that there is such a “water crisis,” given that not all of the available water is 

being used. The Santa Barbara County users are actual members of CCWA and have allotments. 

The San Luis Obispo County users are contractual customers who are not legal members of the 

agency, and any sales would have to be approved by the members. This would seem possible, 

given that there appears to be ample unused water. Nevertheless, we are constantly being 

reminded that the Paso Basin is in a crisis requiring a moratorium and that conditions in Zone 3 

on the south coast require rationing and further cutbacks, including the potential of complete cut 

offs to agriculture. Yet, now we see that CCWA possesses unused water that could have been 

purchased – apparently 5,000 acre feet in 2014 per the chart above.
2
  ( The 2015 data was not 

complete).   

 

Similarly, we see that at least for 2016, the State Water Project (SWP) has ample water per the 

chart on the next page. Note also that the snow melt is just beginning, and more water will flow 

into the large State reservoirs.  

 

a. Why do we have a moratorium given the potential of all this surface water for recharge?  

 

b. Where is the large consultant study that was started several years ago on alternatives to 

provide supplemental water for the Paso Basin?  Our recollection is that this was approximately 

an $800,000 contract awarded to Carollo Engineering. 

 

c. What are the implications of the system involving paper water on a statewide scale for the 

Paso basin? 

                                                           
2
 Source: 2015 Central Coast Water Authority Comprehensive Annual Financial Report. 

 
 
 

 
 
 
 



5 
 

d. Is the current 2-year delay in revealing a plan to bring supplemental sources to the Paso Basin 

a ploy to accelerate or enable the State to declare the basin to be in “critical overdraft”? 

  

 

 

 

 

 

 

   Note: 
the scale 

is in 

millions 

of acre 

feet. 

Thus 

Shasta 

has over 

4 

million 

acre 

feet. 

  

              

   

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Paso Basin as paper water collateral? :  Now that we understand the potential basic uses of 

paper water, as illustrated in the Naci situation, we can begin to comprehend the larger strategic 

implications for the Paso Basin and the titanic forces at play. The State Department of Water 

Resources, large out-of-County developers, and sophisticated investors are vitally interested in 
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the Paso Basin as an “over drafted basin.” The chart below details why status as an “over drafted 

basin” with “unrecoverable storage space” is so valuable.
3
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

PLEASE SEE THE ADDENDUM ON PAGE 18 FOR FULL DETAILS  

                                                           
3
 We are indebted to expert volunteers who developed the chart. 
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As explained in the chart text, basins which are determined to be in “overdraft” are 

simultaneously determined to have local public storage space. This is why SWP and the water 

banking proponents are anxious to get the Paso Robles Basin declared “Over Drafted” using the 

drought as an excuse to declare an unrecoverable recharge area in the basin, which can be used 

for water banking. SWP’s bad paper water is then covered by real basin wet water, which 

normally is not exportable. Absent this device, only the overlying land owners have the primary 

right to use. 

 

a. Why are Hill, Gibson, Sue Luft, and other advocates pushing so hard for State takeover? 

 

b. Was the proposed water district a stalking horse all along, or is the push for having the basin 

declared “over drafted” the backup plan? 

 

c. Which candidates for Board of Supervisors will, if elected, ask staff (and basin takeover 

proponents) the tough questions on this matter in public and let the sunshine in? 

 

d. Which candidates for Board of Supervisors have repudiated the notion of State takeover of the 

Basin? 

 

Background:  When the Nacimiento Water Project was approved, the several participants (City 

of Paso Robles, City of San Luis Obispo, Atascadero Water Company, and Templeton CSD, 

SMR Mutual Water Company, CSA 10A and the Bella Vista MHP) contracted for current and 

future water needs. The portion which the contractors did not take immediately is termed the 

“unallocated reserve water.” The contractors are now exercising their respective options for 

portions of the reserved water. The breakdown is described in the sentence below: 

 

Of the 15,750 acre feet per year of Nacimiento Reservoir water available to the five existing 

Nacimiento Project participants (1,750 acre feet is reserved for lakeside users), 9,655 acre feet 

is subscribed, leaving 6,095 acre feet of unallocated water (termed “Reserve Water” in the 

Water Delivery Entitlement Contracts).  

  

The actual current entitlements and additional entitlements are displayed in the chart below:  
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Implications for Future Water Management:  As awareness of the determination of the 

participants to exercise their rights became known, Paso Basin residents, farmers, and businesses 

raised questions. Since the unincorporated portion of the basin is under a water and development 

moratorium, does it make sense to allocate 6,095 acre-feet per year of potential recharge source 

to future development in cities and special districts?  

 

The 1959 Agreement with Monterey County provides that Nacimiento water may be used 

anywhere within San Luis Obispo County. At the same time, the unallocated Reserve water has 

been viewed as one of several potential sources of supply for the Paso Robles groundwater 

basin. The proposed full allocation of the Nacimiento Water Project does not change the amount 

of water available for use in the Paso Robles basin or any other part of San Luis Obispo County. 

The existing Nacimiento participants already have first rights to all of the Reserve water via 

contract provisions that grant the “right of first refusal” should any new participant seek to gain 

a water delivery entitlement from the project. The actual effect of the participants’ full allocation 

proposal is to remove an existing contractual requirement that requires any new participant to 

pay for all of the associated capital costs (costs which to date have been shared amongst the 

existing participants and the District). Once full allocation is achieved water can be sold on 

either a permanent or temporary basis at then existing market prices. Given that the reserve 

water has been available since the initial Water Delivery Entitlement contracts were signed in 

2004 (operations began in 2011) it is evident that the required capital cost component has made 

delivery of Nacimiento water to Paso Robles basin interests financially infeasible. Therefore, full 

allocation has the potential to make movement of water into the Paso Robles basin more feasible 

than it currently is.  

 

Full allocation of the Nacimiento Water Project by existing participants will have no negative 

impacts on the recharge or water quality of the Paso Robles basin. Recharge of the Paso Robles 

basin from the Nacimiento Reservoir occurs as a result of the downstream releases managed by 

the Monterey County Water Resources Agency. Recharge occurs when the Nacimiento River 

flows over the Paso Robles basin downstream of the dam; full allocation will have no effect on 

the timing or volume of those releases. Downstream releases are made based on existing 

environmental and water supply requirements in Monterey County, none of which are altered by 

full allocation. Also, the majority of groundwater recharge from the Nacimiento River into the 

Paso Robles basin occurs in southern Monterey County. As noted above, full allocation may 

result in beneficial impacts to groundwater volumes in the Paso Robles basin because any water 

committed to urban uses in the upper Salinas valley directly offsets groundwater pumping in the 

Paso Robles basin. At the same time, return flows from wastewater treatment can contribute 

substantial “new” water to the basin. 

 

 

 

Item 36 - Submittal of a resolution for the designation of the San Luis Obispo Council of 

Governments as the Local Transportation Authority and Transactions and Use Tax 

District for regional transportation sales tax measures.  Supervisors Gibson, Hill, and 

Mecham voted to designate SLOCOG as the Authority for administration of a new tax if it is 

ultimately approved by the voters.  



9 
 

 

They then shockingly went beyond the agenda item and stated that they support the tax, agree 

with the staff plan for its expenditure (subject to some miner tweaks), and criticized anyone who 

might be opposed, including their colleague Supervisors Arnold and Compton.  

 

Clearly the game here is just about the same as the recently rejected Paso Robles Water 

Management district. Gibson, Hill, and Mecham have made up their minds and the process 

which is currently underway to explore the tax and program with the 7 cities and (supposedly) 

the County is a complete sham and you had better get out of the way. 

 

In fact, the schedule published by SLOCOG suggests that a series of meetings would take place 

at the 7 city councils, that the plan and safeguards would be reviewed by SLOCOG, that it would 

be adopted as a final proposed plan, and then in the June-July period the city councils and Board 

of Supervisors would have their votes on whether or not to support the tax. Presumably, these 

votes would be taken at a public hearing and after careful consideration of public input.   

 

This was so misleading. Three Supervisors have already made up their minds. 

 

 

  
 

Table continued on the next page: 
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As indicated by the red arrow, the 3 Supervisors should not have taken a position until after a 

noticed hearing could take place as promised in the June-July time frame.  

 

COLAB has been considering its position on the tax and the 

content of the program. COLAB has made some suggestions for 

stronger maintenance of effort provisions and incremental 

increases in local contributions to road maintenance. To date no 

officials have responded or dialogued. COLAB has expressed 

interest in the proposed oversight committee.  

 

Apparently everything has already been decided by 3 supervisors – 

just as they did on the proposed AB 2453 Paso Basin Water 

District.  

 

How did that turn out?                                 

http://www.google.com/url?sa=i&source=images&cd=&cad=rja&docid=SGrrncDV026xTM&tbnid=0MHOQLX-IKqK1M:&ved=0CAgQjRw&url=http://www.blueheronblast.com/2011/11/sal-zip-is-sleeping-with-fishes.html&ei=21rDUpChB4PdoATMjYGQBA&psig=AFQjCNFcJpKtokx5CNh9Z_FuEbQneHGVyg&ust=1388620891168298
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Background:  One of the steps necessary for the administration of a local sales tax override for 

transportation is the creation or designation of an agency to serve as the Local Transportation 

Authority. It is proposed that SLOCOG be designated, since it meets the legal requirements and 

already has representatives of all the cities and the County. The write-up suggested that 

designation of a Local Transportation Authority to administer the tax and the programs to be 

funded does not constitute support of the tax. (As noted above, 3 board members went well 

beyond this qualification in last week’s Board item.) 

 

Designation of the Local Transportation Authority is not an action to support a sales tax 

measure but only an organizational step in providing the option to pursue a sales tax measure. 

In the future, should the SLOCOG board decide to move forward with a transportation sales tax 

measure, a two-thirds vote in support of that action is required from the SLOCOG board. In 

addition, a majority of City Councils must also support the action to move forward. Finally, your 

Board must also support the action, with an adopted Transportation Expenditure Plan, in order 

to place the measure on the ballot. A transportation sales tax measure must receive two-thirds 

voter approval to pass (Public Utility Code 180206(b).)  

 

 

LATE BREAKING ITEM 

 
San Luis Obispo County Pension Trust Meeting of Monday, April 25, 2016 (Scheduled) - 

9:30 AM / Board of Supervisors Meeting Room. 

 

Agenda Items 7 and 8: January 1, 2016 Experience Study/Actuarial Valuation - 

Preliminary Results and Alternative Actions to be Considered - Presentation by Leslie 

Thompson, EA, FSA.  The Pension Trust is a semi-autonomous agency that administers the 

County’s retirement system.
4
 It is responsible for insuring that there are sufficient funds to cover 

the retirement benefits that have been promised to County employees. In simplest terms, if an 

individual works for the County for 31 years , retires at age 57, and lives to be 87, the system 

must accumulate sufficient dollars (called the corpus or fund) to cover the promised benefits for 

30 years.
5
 The funds are accumulated through employee contributions, County contributions, and 

investment returns. The Trust Board of Directors (the Trust) oversees the process and is assisted 

by a staff, investment advisors, and special accountants called actuaries, and firms which make 

investments on behalf of the Trust. 

 

Periodically the actuaries examine the assumptions used in determining how much money needs 

to be invested to insure that the short- and long-term commitments to the retired employees and 

                                                           
4
  Pension Trust Board Members are: Matt Janssen, President Guy Savage, Gere Sibbach, Jim Hamilton, Jeff Hamm 

 Will Clemens, Vice President, and Jim Erb. 
5
 In this example the employee would receive 2.5 years credit for each year of service (. 025 x 31 = .775) The 

service factor is then multiplied by the employee’s final average salary (FAS) to determine his or her pension, 
which in this sample, would be $ 58,125 if the FAS had  been $75,000. The year crediting factor for many public 
safety members is 3.0 per year of service.  Thus a public safety employee with an FAS of $75,000 would receive 
$69,750.  
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the member employees who will retire in the future are kept. This examination is called an 

experience study. In the case of the SLO Pension Trust, it is conducted every 3 years. The 

purpose of this agenda item is to receive the results of the latest study. The study examines 

factors underlying the security of the retirement corpus or fund. These include long-term 

performance of the investments (earnings assumptions), inflation, mortality (how long the 

pensioners are living), overall salary increases for the County workforce, rates of retirement and 

so forth.  

 

In the case of this new study it turns out that retirees are living longer than had been previously 

assumed, which means that additional money needs to be paid into the fund to keep it sound and 

to meet its current and long-range commitments. 

  

After adjusting all the 

factors, the actuary 

recommends increasing  

the County’s contribution 

total Annual Required 

Contribution (ARC) from 

34.77% to 38.72% of 

payroll. This means that 

currently for every dollar 

in salary paid to 

employees, 34.77 cents is paid into the fund. The actuaries recommend that it be increased to 

38.72 cents. We are not sure what the actual cost of the County’s payroll is per year because the 

data in the budget is presented as salary and benefits. Thus actual salary is not disaggregated. But 

say for the sake of conversation that the actual salaries alone are $210 million, then a 3.95% 

increase would cost a new recurring annual $8,295,000.   

 

A warning:  The actuaries believe that based on the investment returns for 2015, the earnings 

assumptions will have to be readjusted (lower) and the County contribution will have to be 

increased further: 

 

It is important to note that these impacts on the ARC are based on the results of the 

2015 Valuation. When the results of the 2016 annual Actuarial Valuation are 

available in June, it is likely that an additional increase in the ARC will be needed 

for 2015 actuarial gains and losses.   

 

It should be noted that the Trust’s long term earnings assumption is currently set at 7.25 %. The 

actuary is recommending that it be reduced to 7.125%. After the Actuarial Valuation is received 

in June, it may have to be reduced further, adding County cost. By County policy, the 

employees’ share of these increases is capped. 

 

Is there anywhere you can invest your money and get a guaranteed 7.125 % each year for your 

remaining life expectancy? Would that investment provide a cost of living increase each year 

based on the inflation rate?  
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SLO COLAB IN DEPTH 
In fighting the troublesome, local day-to-day assaults on our freedom and property, it is also 

important to keep in mind the larger underlying ideological, political, and economic causes and 

forces.  

 

Minimum Wage Aftershocks Will Cause Public Sector 

“Wage Hike Tsunami”   

BY DAVID KERSTEN ON APRIL 11,  2016  

As it turns out, the impacts of the increase in 

minimum wage on workers at the very 

bottom of the pay scales might be just the tip 

of the iceberg in terms of the ramifications 

of the minimum wage increase. 

Nothing short of a “tsunami” appears headed 

towards state and local government balance 

sheets as the full extent of the minimum 

wage “aftershock” begins to come into 

sharper focus. This comes as state and local 

governments are still reeling from the 

impact of unfunded pension and health care 

liabilities on the order of $1.2 trillion and 

growing, according to Stanford University. 

There was a telling story in the Sacramento 

Bee yesterday titled “How the $15 minimum 

wage will affect California state workers,” 

which provides a snapshot into what is 

likely to turn into a historic increase in the 

“cost of government” in California—on the 

order of hundreds of billions of dollars by 

my initial rough estimates. 

The California State Department of Finance 

pegged the initial impact for the state of 

California at $235 million annually, growing 

to $4 billion when fully implemented. But 

from what I can tell that only includes the 

workers who will be immediately impacted. 

The Sacramento Bee story proves that the 

state’s public employee unions will use the 

increase in the minimum wage at the 

bottom-rungs of a pay scale to push for 

across the board wage increases for most 

public employees. And they will likely get 

it, given how public compensation practices 

work for public agencies in California. 

During the New York public celebration, 

New York state’s AFL-CIO President Mario 

Cilento said, “When we raise the floor in 

wages, we raise the ceiling. Those of you 

making 16 or 17 or 18 dollars an hour, the 

next time your union goes to negotiate, 

they’re going to ask for 19 and 20 and 21 

dollars and up!” according to the 

http://unionwatch.org/author/davidkersten/


14 
 

Sacramento Bee report. (New York also 

raised its minimum wage) 

J.J. Jelincic, a CalPERS board member and 

former state labor union president and 

negotiator confirmed that this “will certainly 

be the strategy for government unions in 

California,” according to the Bee report. 

“My experience is that when you raise the 

floor, it creates tremendous pressure for 

raises at least a few rungs up,” Jelincic told 

the Bee. 

There are an estimated 12,000 state 

employee from custodians to office 

assistants who earn $15 to $20 per hour, 

states the report. 

The state firefighters union says the “ripple 

effect of higher minimum wages should 

flow all the way up the ladder at Cal Fire,” 

according to union spokesperson Terry 

McHale. Otherwise, the state risks 

“compaction,” which occurs when wages for 

jobs that carry less responsibility get too 

close or even overtake salaries for higher 

positions with more responsibility. 

As one can see, the impact of SB 3 (Leno) 

will result in nothing short of a massive 

increase in the “cost of government” in 

California that state and local governments 

will be forced to deal with when they are 

already having great difficulty making ends 

meet. SB 3 includes no provisions to pay for 

the increased costs, so taxpayers will 

ultimately be on the hook for hundreds of 

billions of dollars in increased costs. 

Further analysis is needed, but my rough 

estimates suggest that it is not unreasonable 

to assume cost increases on the order of 20-

30% of salaries, when fully implemented. 

And higher salaries translate into higher 

pensions, and higher pension unfunded 

liabilities (roughly 30-40% of salary, up to 

60% for public safety). 

For the state of California alone, this could 

mean an additional $20 billion or more in 

additional salary and benefit costs, 

potentially even as higher. 

And for anyone familiar with the state’s 

collective bargaining process, this will all 

flow down to local government employees 

because all the salaries are connected 

through wage protocols and public 

employee compensation practices. Thus, 

California local governments will be hit with 

tens of billions of dollars in increased wage 

and benefit costs when the full effect of the 

minimum wage “aftershock” is felt. 

To minimize the exposure for state and local 

governments, public officials should look at 

a “hiring freeze” or implementing a “zero 

sum” wage negotiation policy—in which all 

cost increases either result in layoffs or 

reductions in public employee wages and 

benefits. 

SB 3 (Leno) is already beginning to look a 

lot like SB 400 (Ortiz-1999) which was 

billed as “not costing taxpayers a dime” but 

has resulted in hundreds of billions of 

dollars increased costs due to exorbitant 

increases in public employee pension 

benefits. Fortunately, SB 3 (Leno) does not 

have constitutional protections, and could be 

reversed or mitigated by the Legislature or 

referendum. 

. 

About the Author: David Kersten is an expert in public policy research and analysis, particularly budget, tax, 
labor, and fiscal issues. He currently serves as the president of the Kersten Institute for Governance and 

Public Policy – a moderate non-partisan policy think tank and public policy consulting organization. The 

http://www.kersteninstitute.org/
http://www.kersteninstitute.org/
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institute specializes in providing knowledge, evidence, and training to public agencies, elected officials, policy 

advocates, organization, and citizens who desire to enact public policy change 

This article first appeared in the California Public Policy Center’s Union Watch on April 11, 

2016.  

California’s Business Climate 

By NFIB  

With the passage of Prop. 30, California 

now has the highest income tax in the U.S. 

(we were second). What was formerly a 

marginal rate of 9.3% tax on earnings below 

$1 million and 10.3% over $1 million has 

gone up dramatically. It is now 10.3% for 

earnings over $250,000 and increases to 

13.3% for earnings over $500,000. 

The top 10% of earners pay 75% of the 

taxes. The top 1% pay over 40%. 

We have the highest statewide sales tax. 

We have the second highest gasoline tax and 

the 5th highest diesel tax, but the most 

expensive fuel costs because of our special 

formulation requirements. 

We have the highest corporate tax west of 

the Mississippi River. 

At $800, we have the highest minimum 

franchise tax – the annual fee paid for 

starting and running a business – by a long 

shot. 

We have the highest state minimum wage in 

the US (D.C. is $10.50) at $10/hour. 

With a 15% payroll tax, unemployment, and 

workers’ comp costs, this means that each 

full time employee will cost the employer an 

additional $5,000! 

That’s $50,000 for a small business with 10 

employees! 

Payroll is a set percentage of operating 

budget for most businesses. Adding new 

costs does not simply increase the allotted 

payroll budget – it means fewer employees. 

There are current efforts underway to raise 

the minimum wage yet again, including a 

legislative proposal to increase it to 

$13/hour with an automatic annual increase 

– this is another $7500 for each full time 

minimum wage employee – and a proposed 

ballot initiative to raise it to $15/hour. 

We have the strictest environmental laws. 

AB 32 is raising energy costs. CARB has 

extended its scoping plan to 2050, well past 

the 2020 authority granted by the bill. 

Cap-and-trade will cost the average 

household $3,857 more annually by 2020 

(per Wall Street Journal). 

Now half of all of our energy must come 

from more  expensive renewable sources by 

2030 (excluding hydro and rooftop solar). 

The new “Green Chemistry” regulations will 

eliminate the use of various chemicals in 

CA, forcing businesses to pay for 

alternatives. 

Diesel regulations are crippling the trucking 

industry, increasing costs for everyone. 

It takes an average of 1-2 years to get the 

necessary permits to build a restaurant 

franchise; in Texas it is 6 weeks. 
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They are even trying to require an expensive 

Environmental Impact Report for stocking 

private fish ponds (e.g. golf courses, farms, 

ornamental, etc.). 

We have the harshest, anti-business 

regulatory environment and worker 

protections. 

No real flexibility in 8-hour work day or 

meal and rest breaks – these rules date back 

to the industry era and don’t account for a 

services economy. 

We have the harshest tort system in the U.S. 

The American Tort Reform Foundation 

ranked us last as a “Judicial Hellhole” in 

their end of 2015 report. 

CA has over 40% of all ADA lawsuits in the 

nation. 

Prop. 65, which requires businesses to post 

notices if they use or store chemicals 

determined to be potentially carcinogenic or 

toxic to reproduction, accounts for two and a 

half times the tort revenues as ADA suits. 

We constantly create new rights to sue under 

PAGA, which allows citizens to sue for 

penalties that normally go to the state to 

enforce labor laws. 

Small businesses shut down at a rate 69% 

higher than the national average in 2011, 

according to CNN (the most recent data). 

We have high unemployment, with 1.1 

million without work. 

We have more people on public assistance 

than any other state – 34% of the nation’s 

TANF recipients live here, but we only have 

12% of the population. 

A third of our population is on Medi-Cal. 

Small businesses pay three times more to 

comply with taxes than big businesses.  

Regulations impact small businesses 38% 

more than big businesses. 

Health insurance is at least 18% more for 

small businesses. 

Loss of self-insurance through stop-loss 

increase, an attempt to force non-mandated 

small businesses into the SHOP Exchange. 

We did pass workers’ compensation reforms 

that helped alleviate some of the increases 

that businesses have received, keeping them 

from being even bigger, but CA pays out too 

much with little accountability. 

We passed some ADA reform that should 

help to de-crease the number of lawsuits, but 

the bill was weak and may not do as much 

as is needed. 

We passed some pension reform that will 

help bring down future costs, but does little 

to address to looming half a trillion debt that 

we already have incurred. 

NFIB sponsored the only significant 

regulatory reform to make it to the 

Governor’s desk. SB 1099 (Wright) prevents 

agencies from passing new regulations year 

round (there were 467 introduced last year 

alone), which are very difficult for small 

business owners to keep up with. Now, all 

new regulations will take effect only once 

per quarter, and they will be posted online at 

the Office of Administrative Law’s website 

so that businesses can know what is coming 

in advance and prepare for any new 

operating rules and costs. 

A new law holds businesses financially 

liable if they hire a labor contractor that 

doesn’t pay its employees correctly. 

CA now has mandated paid sick leave for all 

employees. 

What’s Ahead in 2016? 
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We were successful at eliminating the two 

thirds super majority in the Legislature that 

would have al-lowed tax and fee increases 

without a bipartisan vote. However, there 

are many bad ideas that have been 

introduced. 

Implementing a sales tax on services. This 

bill will in-crease taxes by another $10 

billion, forcing service providers like CPAs, 

mechanics, hair stylists, etc., to charge a tax 

for their work. Small business will also pay 

the tax for any work that they contract out 

for, like janitorial, bookkeeping, or 

landscaping services. 

Feds increased the UI surcharge by 

$21/employee to $126 – this is a tax credit 

loss on employers due to CA’s inability to 

repay the $10 billion in loans from the 

federal government. 

Increasing the minimum wage to $13/hr. 

plus an automatic annual increase. There is 

also talk of raising it to $15/hour. 

Rolling back the protections of Proposition 

13 for business owners through either the 

introduction of a split-roll property tax, or 

the outright abolishment of the landmark tax 

reform measure. 

Reducing the local vote threshold to raise 

taxes. 

Imposing a warning label on various 

products, including soda/sweetened 

beverages. 

Drafting numerous new regulations without 

any thought to the negative impacts on 

business or the economy. 

Creation of stringent, new environmental 

rules without a scientific basis or evaluation 

of impacts to business. 

Multiple new “protections” for employees 

that harm the employer with new rights to 

sue businesses in court for large payouts for 

trivial infractions. For example, there are 

bills to prevent discrimination against 

employees for their prior work history, 

spoken language, etc. If an employer doesn’t 

hire someone or grant an employee request, 

they can simply argue that it is 

discrimination and then sue. 

NFIB, National Federation of Independent Owners/California. 

http://www.nfib.com/?gclid=CJyhwuO2mcwCFZFufgodGnIKdg  

This article appeared in the April 2016 edition The COLAB Santa Barbara County Magazine. 

 

 

 MUCH MORE ON NEXT PAGES 

 

 

 

 

 

http://www.nfib.com/?gclid=CJyhwuO2mcwCFZFufgodGnIKdg
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ADDENDUM A 

 

Wait until you read the shocking information provided below. 

The Right to Use Groundwater in California 

The master groundwater document for all things concerning groundwater in California is 

Bulletin 118 California's Groundwater. Anyone who depends upon groundwater should spend 

the time to carefully read through this document. “Appendix B The Right to Use Groundwater in 

California” in that document is a very good synopsis of groundwater rights. Your groundwater 

rights depend upon the condition of the groundwater basin i.e. whether it is in balance or 

overdrafted. There are two important illustrations which summarize your water rights. 

The Full or Balanced Basin 

  

The Full or Balanced Basin 
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In a full basin (Figure B-1), there is sufficient annual recharge to offset all water extraction from 

the basin which consists of two parts, the water extracted by the primary water rights holders (the 

overlying property owners) and if the primary water rights holders are not fully utilizing the 

annual recharge, water extracted by appropriators -people who extract water for use not on 

overlying properties. For example municipal water companies may extract the surplus water not 

utilized by the primary rights holders. 

As long as the total extraction outflow matches the total inflow, the basin is in balance. This is 

the goal of an adjudicated basin, to keep the basin from becoming overdrafted. To accomplish 

this, the primary water rights of the overlying landowners are determined and as long as the total 

extraction level of the overlying landowners does not exceed the water inflow, there is no 

restriction on their pumping rights. Any water left after the needs of the primary water rights 

holders are met is surplus water and may be extracted by the appropriators and water exporters. 

In an adjudicated basin, the first step of the court will be to determine all water right holders in 

the basin and the annual sustainable extraction rate. A “watermaster” then is appointed by the 

court to determine yearly the annual inflow and report back to the court the allowable water 

extraction for the year which will keep the basin in balance. The watermaster may be a person 

appointed by the court, or a technical service team. For example The California Department of 

Water Resources provides this service. As long as the inflow is sufficient to match the annual 

extraction needs, the court will order no cut back. 

 property 

owners is a well-established legal procedure based among other thing historic water use. The 

language of AB 2453 propose d no legal protections for established existing water rights and no 

legal means to establish new extraction rights. 

uage of AB 2453  did not require an annual assessment of the basin health. 

 In the event that a deficit is declared because the annual extraction rate will exceed the inflow 

rate for the year, the court will order extraction cutbacks to keep the basin in balance. First 

ordered to begin to cut back will be the appropriators since they are entitled only to surplus 

water. If there is still insufficient savings, the primary rights holders will be ordered to cut back 

sufficiently to keep the basin in balance. 

 

The Overdrafted Basin 
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In the Overdrafted Basin (Figure B-2) the situation is much more complex. In an overdrafted 

basin, there is insufficient annual recharge from “natural resources” to keep the basin full. 

Consequently, there is water available only for primary water rights holders and no surplus water 

available to the appropriators, they are now completely cut off. 

extractors would need to cease extraction but only upon the demand of the primary water rights 

holders. If the primary water rights holders do not act, the secondary water rights holders may 

gain a “prescription” against the primary water rights holders which essentially elevates their 

water rights to primary status. The Quiet Title action seeks the prevent this from happening to 

the water rights of the people who have filed. 

We also see in the figure that there is a new structure in the basin “available storage space.” This 

is aquifer area which has been depleted by over extraction. Note wording “imported water may 

use  storage space not needed for natural recharge.” This “void” is in fact very valuable real 

estate because it can be used for water banking. So much so in fact that there is little incentive to 

allow it to naturally recharge. 

The key point not stated in the diagram is the overlying land owners do not own the storage 

space beneath their land. Ownership was determined in the recent decision CENTRAL AND 
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WEST BASIN WATER REPLENISHMENT DISTRICT v. SOUTHERN CALIFORNIA 

WATER COMPANY. Here is the synopsis: 

“This appeal presents two principal issues: who has the right to utilize unused storage space in 

the Central Basin, a groundwater basin, and who has the right to manage the subsurface storage 

space. These issues arise in the context of a motion that sought to allocate all of the usable 

storage space to the 148 public entities and private persons with the adjudicated right to 

extract water from the basin. The trial court denied the motion. It concluded that the 

unused storage space is a public resource, and that the Water Replenishment District of 

Southern California (WRD) is authorized to manage it. We affirm.” 

It is worth the time to read through this court case. It affects us directly. The Paso Robles 

Groundwater Basin has huge vertical storage capability. 

Supplemental Water and Water Banking 

Water banking takes many forms. For example under Water Code §60000 et seq ” Water 

Replenishment Districts are employed to replenish the water and protect and preserve the 

groundwater supplies.” Sounds simple doesn’t it? Well, not necessarily as we will soon see. 

The same case cited above, the district used conjunctive use projects for water management. 

From the court case: “In lieu and artificial recharge are two types of conjunctive use projects. In 

lieu projects involve using surface water in lieu of pumping water from a basin. (Association of 

Groundwater Agencies, A Guide To Conjunctive Use in Southern California (2000) pp. 6-7.) 

Artificial recharge requires forcing surface water into available storage space in an underground 

basin through percolation ponds or injection wells.” 

with local vineyards in the basin as a form of In Lieu water banking and injecting Nacimiento 

Water into the basin. The city would have a primary right to extract a like amount of water from 

the basin. 

The members of the district were paying for all this. The overlying owners had “allocations” set 

by the district which would balance the water yield of the basin. Again we are talking about the 

area beneath the storage space. The members sought to increase their allocations with some of 

the water in the unused “storage space” they paid for and was being managed by the district. The 

management district who apparently had sold the stored water, said no, we manage the storage 

space and it’s ours. The members sued the district. 

What the court found was that the “storage space” did not belong to the overlying property 

owners, the members who paid for the operation of the district. It was a “public resource” 

managed by the replenishment district! 
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To paraphrase a line from Chinatown, they may think they knew, but they had no idea what was 

going ring among other things water 

exchanges with local vineyards in the basin as a form of In Lieu water banking and injecting 

Nacimiento Water into the basin. The city would have a primary right to extract a like amount of 

water from the basin. 

The members of the district were paying for all this. The overlying owners had “allocations” set 

by the district which would balance the water yield of the basin. Again we are talking about the 

area beneath the storage space. The members sought to increase their allocations with some of 

the water in the unused “storage space” they paid for and was being managed by the district. The 

management district who apparently had sold the stored water, said no, we manage the storage 

space and it’s ours. The members sued the district. 

What the court found was that the “storage space” did not belong to the overlying property 

owners, the members who paid for the operation of the district. It was a “public resource” 

managed by the replenishment district! 

To paraphrase a line from Chinatown, they may think they knew, but they had no idea what was 

going on there. This court case summed it perfectly “Appellants (ed. the members) cite no 

cases where courts have relied only on “common sense” or practicalities to award water or 

property rights.” 

Well, at least the count was honest. The district management stole the water fair and square. 

owners is a well-established legal procedure based upon constitutional law. On the other hand, 

if you agree to join a water district managed by administrative law, your water rights are 

whatever the managing board says they are. Note that the members were restricted by the 

agency from using groundwater they had paid for and thought they had banked for future use. 

Pumping Rights in an Overdrafted Basin with Water Banking  

Again looking at figure B-2, we see that there is now a change in water rights. Overlying 

property water rights are now secondary to the rights of imported water recaptured as a first 

priority. Note who now holds primary rights “Imported Water Projects and Their Customers.” 

vineyards in 

the basin as a form of In Lieu water banking and Water Injection would now be a first priority 

water right holder to the extent that they exchanged water. They have a primary rights to either 

pump the water themselves or sell it (which maybe one reason they are opposed to an export 

ordinance). 
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they had paid for and thought they had banked for future use, even though the members had 

adjudicated groundwater pumping rights. 

Also critical to understanding this figure is the keyword “recaptured.” The courts have held that 

there is no difference between an imported water molecule and a natural recharged molecule 

(note terminology commingled imported and natural water) This means that the water importers 

do not have to prove that the water they are pumping is the water they actually put in place. This 

is also means (as illustrated) the point of extraction does not have to be the point of insertion. 

It is also critical to understand that the imported water is not subject to the same regulations as 

the natural groundwater of the basin. No matter what the condition of the basin through natural 

recharge, and even if the imported water has flowed out of the basin, the importers still have the 

right to extract the same amount of water banked regardless of what it does to the water table. 

The courts have held that water rights holders only have a right to extract water but no 

expectation of a specific water table level. 

 Paso Robles Groundwater Subbasin Water Banking Feasibility Study (2008) is another 

report that anyone who lives in the basins need to read. It outlines where the county may decide 

to implement a water banking project for SWP water that is now passing through the basin as 

well as “In Lieu” Water Banking “opportunities.” Remember, once the water is banked -even if 

“in Lieu” it belongs to the project and is not subject to any local control. 

Problems with Water Banking 

Water banking does not necessarily result in an overall increase in water table levels, nor does 

banked water stay put where injected. 

The interaction of injection and extraction pumping can have unpredictable results on a basin. 

For example in the Rosedale-Rio Bravo Water Storage District in Kern, there were precipitous 

drops in water table levels (up to 140 feet in three years). Massive depressions created by the 

Kern Water District on the southern edge of the district was draining groundwater out from 

under Rosedale homes and farms, despite the fact the Kern Water Bank had halted pumping and 

the district had brought in more water to recharge the aquifer. 

And then there was the huge failure of Las Posas Basin Aquifer Storage Recovery (ASR) Project 

where hundreds of thousands of acre-feet of state water that had been banking for the 

Metropolitan Water District (MWD) went missing. The storage capacity of that project had been 

over estimated. 

Other Considerations 

Finally the source of the banked water makes a difference. If the banked water is surface water, 

banking it does not change it into groundwater, it is merely stored surface water subject to all the 
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riparian rights, restrictions and obligations of and legal claims upon the original source. For 

example, if you are banking State Water Project (SWP) water, it remains SWP water under full 

SWP control. It may be stored in your aquifer, but you have no control over it nor the legal right 

to access it. 

 This analysis was contributed by scholars who are monitoring the water situation in the 

County and State. 

 

PLEASE SEE IMPORTANT ANNOUNCEMENTS ON THE FOLLOWING PAGES. 

 

 

 

 

 

 

 

 

http://www.google.com/imgres?start=144&rlz=1T4ADRA_enUS556US556&tbm=isch&tbnid=bNh77TRjKKwK-M:&imgrefurl=http://newsletters.embassyofheaven.com/news9405/news9405.php&docid=tyoBhh9O1_V_FM&imgurl=http://newsletters.embassyofheaven.com/news9405/horse.gif&w=292&h=280&ei=PtDVUrCQPMOy2wW1j4DgDQ&zoom=1&iact=rc&dur=1036&page=8&ndsp=21&ved=0CJ4BEIQcMDM4ZA
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