COLAB SAN LUIS OBISPO
WEEK OF JANUARY 14 - 20, 2018

1

THIS WEEK
NO BOS MEETING
LAFCO MEETING PRIMARILY HOUSEKEEPING
LAST WEEK
COUNTY MARIJUANA TAX TO BE SET ON JUNE
PRIMARY BALLOT
PESCHONG TO REPEAT BOARD CHAIR IN 2018
MARIJUANA LICENSING SNAFUS
REPAIRS BEGIN – MORE TO COME

PLANNING COMMISSION DEALING WITH
PERMITS/EXTENSIONS
DIABLO CLOSURE APPROVED
LOCAL BENEFIT PAYMENTS REJECTED

SLO COLAB IN DEPTH
SEE PAGE 12

GOVERNOR’S 2018 - 19 PROPOSED BUDGET
BRIEF SUMMARY & STUNNING HISTORY OF GROWTH
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COMMENTARY: BROWN’S FINAL BUDGET
REFLECTS CAUTIOUS APPROACH
By Dan Walters

THIS WEEK’S HIGHLIGHTS
No Board of Supervisors Meeting on Tuesday, January 16, 2018 (Not Scheduled)
The Board does not usually schedule a meeting on a Tuesday following a major holiday. Monday
January 15th is the commemoration of Martin Luther King.

San Luis Obispo County Local Agency Formation Commission (LAFCO) Meeting of
Thursday, January 18, 2018 (Scheduled)
Item B-2: 2017 ANNUAL REPORT AND WORK PLAN FOR 2018. The report details
various LAFCO actions in 2017, including creation of new water management districts,
annexations, and potential dissolution of the Cayucos Fire District. The report also lists potential
2018 considerations including:
Potential annexations:

-Vina Robles, City of Paso Robles

Cayucos Fire District Dissolution:
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Dissolution of Cayucos Fire District - The Cayucos Board of Directors submitted an application
to dissolve the District in 2017. The Board of Supervisors will consider taking action in the first
quarter of the year on the question regarding future service to the community of Cayucos. The
application is on hold until the Board of Supervisors considers this question. LAFCO has
provided information to the Commission, the District, and the public about how the dissolution
process works and the necessary steps to take. An Information Guide and FAQ were prepared to
help understand and clarify the process and focus the discussion on the issues.
The full report can be seen at the link:
http://nebula.wsimg.com/eba2c78a3fcf65ed37804c73b5c686bd?AccessKeyId=242F22EFFFFD
E4B18755&disposition=0&alloworigin=1

LAST WEEK’S HIGHLIGHTS
Board of Supervisors Meeting of Tuesday, January 9, 2018 (Completed)

Item 1 - Reorganization of the County Board of Supervisors. First District Supervisor John
Peschong was re-elected as the Chairman and Fifth District Supervisor Debbie Arnold was
elected Vice-Chair, both on 3/2 votes with Supervisor Hill and Supervisor Gibson dissenting.
The session was acrimonious. There were close to 100 people in the room of which 31 spoke,
either opposed to Hill becoming Chairman or supporting Peschong. There were no speakers
supporting Hill. Even before public comment, Hill gave a somewhat rambling dissertation,
pretending that he didn’t want to be Chairman because the issue was so contentions and he didn’t
want to “continue play into the atmosphere of spite.” He further claimed that contention over the
position would have negative impacts on staff, citing discipline which was reportedly
administered to a County employee who supported one of his online rants.
Gibson characterized the issue as a “petty political melodrama” and stated that “COLAB has
mobilized the choir.” In fact COLAB didn’t need to do anything overt in the near term because it
has been reporting Hill’s substantive positions, nasty tactics, and bullying behavior for years.
More and more people are getting fed up. There are really 2 key questions at this point:
1. When will the Democratic Party organization repudiate Hill’s conduct and take steps to
replace him?
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2. When will responsible leaders in the 3rd District take steps to replace him with a more
responsible and non-threatening official? He still has 3 years left in his term. While we don’t
necessarily agree with all of their substantive positions, there are a number of articulate and
focused progressives in the 3rd district with whom you can have a rational discussion without
being threatened and chastised personally.
Item 9 - Contract with the Government Finance Officers Association (GFOA) to Review
County Financial Systems. The item was approved unanimously and included a new and
unbudgeted $80,000 project to contract with GFOA to conduct a review of the County’s
financial systems. GFOA is the not-for-profit professional membership association of
government financial executives, particularly municipal, county, special district, and state chief
financial officers.
Item 14 - Request to approve renewal of the Energy Watch Partnership Program: 1) to
extend the PG&E contract through June 30, 2018 and accept funding in the amount of
$285,075 from PG&E; 2) to extend the SoCal Gas contract through calendar year 2020 and
accept funding in the amount of $63,350 from SoCal Gas; and 3) approve a resolution
extending the Position Allocation List for corresponding Limited Term. The Board
unanimously approved the continuation of this program on the consent calendar. This is a rate
payer funded program which you fund in your electric and gas bills. In effect it is a tax hiding in
your utility bill. One part of the write-up states that the County is saving $330,000 per year in
utility costs. How about using that savings to fund some more homeless and affordable housing
programs? At least everyone would be paying for it.

Item 20 - Appointment of members of the Board of Supervisors to various commissions and
committees. The board considered and approved the item routinely. The only dispute arose over
Gibson’s insistence that he be appointed as the County’s representative to the California State
Association of Counties. Instead, Lynn Compton was appointed on a 3/2 vote with Hill and
Gibson dissenting.
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Background: This item contains the annual process by which the Board members appoint
themselves to various statutory Boards and committees. Key appointments are to the California
Association of Counties, Economic Vitality Corporation, and Local Agency Formation
Commission.

Item 25 - San Luis Valley (Edna Valley) Groundwater Sustainability Administration. The
item was approved unanimously. It sets up a management structure between the City of SLO, the
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County, and overlying owner organizations (the Groundwater Sustainability Commission) to
prepare a groundwater sustainability plan (GSP) for the valley per the requirements of the State
Groundwater Management Act (SGMA).

Item 27 - Marijuana Licensing Snafus. In an effort to help the marijuana industry in the near
term, the Board unanimously approved a form letter that can be used by marijuana businesses to
receive state permits while their County permits are in process.
Background: In order for marijuana growers, processors, wholesalers, and retailers to operate,
they must have a State license. To obtain the state license, they must have a permit to operate
from their local county or city. One problem is that the County permit required is either a minor
use permit or a more complex conditional use permit. Obtaining these permits can be time
consuming and expensive. Further compounding the problem is the fact that some of these
permits require an environmental assessment under the California Environmental Quality Act.
Depending on the findings of the assessment, further environmental work could be required up to
and including a full environmental impact report (EIR).
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The situation could force existing legal growers out of business. County staff has proffered a
potential temporary solution but is not sure whether the State will accept it. Staff pointed out that
the State had accepted a similar letter from Santa Barbara County.
As we have said in the past, the cannabis industry may be forced to continue underground until
some of these problems are worked out. We have heard from some growers that the minor use
permit could cost $13,000 in fees, which could be a substantial barrier for family and small
operations. There could also be a permitting backlog.
Other Problems: The County ordinance does not include marijuana as a crop type qualifying
for a Williamson Act exemption. Also, there are many registrants under the Urgency Ordinance
3334 who have multiple registrations under a single name. However, the State will only allow a
single cultivation permit for a single individual, and the County will not change the name on a
3334 registration. The impact is that the County only has about 120 State Cultivation Permit
candidates, not 141. In other words, the State law eliminates some growers that had registered
under the County’s interim ordinance and therefore might have applied for a permit. This will
reduce tax revenues for the county.

Item 28 - Cannabis Taxation Options. The Board approved a marijuana tax measure and
directed staff to prepare the measure for placement on the June 5, 2018 primary election. The tax
would be 4% of the gross receipts of all marijuana businesses. Based on prior Board direction,
the report assumes that any revenues raised would be for the purpose of mitigating known and
unknown social, health, behavioral, and other adverse impacts of marijuana legalization. The
Board also put tax increases on automatic pilot. Each year the tax rate will automatically increase
by 2% until it reaches 10% unless the Board votes to suspend the increase in any year.
Background: The write-up states in part:
While fees charged to CRBs (Such as business licensing fees, Planning permit fees, and Sheriff
background investigation fees) can recover direct costs associated with issuing licenses,
inspections, and monitoring of legal businesses, they cannot be used to fund costs not
attributable to a license holder such as law enforcement activities related to illegitimate
businesses. In addition, fees cannot currently be used to recover indirect costs such as health
and social impacts or child and adult education, and community outreach.
Without an additional funding source, the County will not be able to address the risks and
adverse impacts of cannabis use in San Luis Obispo County while also maintaining the existing
governmental services funded by the General Fund. Accordingly, the Auditor-ControllerTreasurer-Tax Collector (ACTTC) is proposing that the Board of Supervisors consider
authorizing and endorsing the creation of an ordinance to place a general cannabis tax measure
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on the June 2018 ballot for voter approval to help mitigate the known and unknown impacts
legalized cannabis has on the San Luis Obispo County.

In one scenario a 4% tax with 141 permits might raise $11.6 million. This could grow over time
if business is good and/or if the Board determines to allow more permits in future years. An
expenditure of $11.4 million per year would suggest, in the words of the County, substantial
“risks and adverse impacts of cannabis use in San Luis Obispo County.” Just what does the staff
have in mind here? Of course a major mental health and substance abuse jail diversion program
could cost millions. On the other hand, mental disease, alcoholism, use of opioids, and other
problems leading to incarceration are not marijuana problems in and of themselves.
Strangely, and while the write-up as noted above and the preamble to the ordinance couch the
reason for the ordinance in terms of mitigating adverse impacts, the actual ordinance would
make the funding totally unrestricted and places it in the general fund.
Thus the preamble states:
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But the actual text makes it a general tax;

In other words it can be used for just about anything. Plus it can be approved by a 50%+1
vote.
AND
The tax can be raised by a 3/5 vote of any the Board of Supervisors in 2% increments per
year to a maximum of 10%.

Here and separately from any particular issues related to marijuana is the potential for major
revenues, which can be used to increase salaries and benefits, add new programs, add to the
number of County staffers, and otherwise expand the power of the bureaucracy and elected
officials. The full report on the proposed tax measure can be accessed at the link:
http://agenda.slocounty.ca.gov/agenda/sanluisobispo/8254/Q2FubmFiaXMgVGF4IFByZXNlbn
RhdGlvbi5wZGY=/12/n/88455.doc

California Public Utilities Commission Meeting of Wednesday, January 11, 2018
(Completed) – 9:30 AM
Item 46 - Application of Pacific Gas and Electric Company for Approval of the Retirement
of Diablo Canyon Power Plant, Implementation of the Joint Proposal, And Recovery of
Associated Costs Through Proposed Ratemaking Mechanisms. The Commission
unanimously approved the Administrative Law Judge’s recommendation. The final decision
includes:
1. The retirement (closure) of the Diablo Nuclear Power Plant.
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2. Rejection of the proposed energy replacement program and deferral to a separate set of
proceedings (the Commission’s Integrated Resource Plan – IRP proceedings), which would take
place in 2019. PG&E had originally proposed a series of phased acquisitions of huge amounts of
“green” energy over many years to replace the 2400 MGW generated by Diablo.
3. Partial approval of the proposed $352.1 million Employee Retention and Transition Program
($211.3 million instead). The ALJ found some provisions in this portion of the proposal to be
“overly generous” and had recommended $140 million. Somehow this was bumped up to the
$211.3 million in the final write up presented to the Commission.
4. Complete rejection of the proposed Community Impacts Mitigation Program (CIMP), $85
million, as being unfair and illegal.
5. Reimbursement of $18.6 million of $52.7 million which PG&E had spent on relicensing prior
to its decision to close the plant.
The Commissioners stated that they sympathized with the plight of the local communities vis-avis lost tax revenue and suggested that they approach the State with legislation which would
authorize the CPUC to grant PG&E ratepayer reimbursement to pay them the $85 million. The
Commission would actually prefer that the State fund the issue so that all taxpayers pay, rather
than only PG&E ratepayers pay.
The Commissioners were also very enthusiastic about the closure of the plant and referred to
nuclear energy as a “legacy” system like coal. Somewhat ominously, Commission Chairman
Picker stated in the record that, given this decision and the evolving energy market, PG&E may
find it advantageous to close the plant sooner, in 2020 or 2022. The Commissioners expressed
the certain belief that PG&E will be able to replace the energy currently generated by Diablo
with “clean no carbon energy over the long term.” They did admit that for some unspecified
interim period, an increase in natural gas generated electricity might be required.
The 5 Commissioners are appointed by the Governor for 6-year overlapping terms. All 5 have
been appointed or reappointed since 2014 (there were some retirements). Most have advanced
degrees (largely law) form Yale, Princeton, and Berkeley. It was clear from the comments that
all 5 are total believers in global warming, greenhouse gas reduction, and the end of fossil fuels.
Background: The vote was originally scheduled for December 14, 2017 but was continued to
January 11, 2018.
On November 8, 2017, Public Utilities Commission (PUC) Administrative Law Judge (ALJ)
Peter V. Allen rendered his recommended decision with respect to the PG&E Joint Proposal (JP)
for the closure of Diablo to the full Public Utilities Commission Board. The Commission has the
final decision making authority.
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Planning Commission Meeting of Thursday, January 12, 2018 (Completed)
There were no major policy matters on this agenda. Instead it contained a number of requests for
permit extensions and several cell tower applications.

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

GOVERNOR’S 2018-19 PROPOSED BUDGET
The new Budget totals $131.6 billion, an increase of $5.1 billion from last year’s $126.5 billion.
In actuality and when special funds for transportation, other earmarked revenues, and bond sales
(debt) are included, the total true direct State spending reaches $190.3 billion.

On top of this are about $105.8 billion in Federal funding administered by the State for MediCal, welfare, and other income maintenance and social safety net programs, or close to $300
12

billion all in (about the same as the gross domestic product of Denmark). The historical growth
of the State Budget is displayed below.
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Notwithstanding huge growth, there is “never” enough for K-12 education.

COMMENTARY: BROWN’S FINAL BUDGET
REFLECTS CAUTIOUS APPROACH
By Dan Walters

Roy Bell, who was Jerry Brown’s first budget director 43 years ago,
called it a “dog-and-pony show” and it’s one of the Capitol’s longestrunning rituals.
Each January, usually on the 10th, journalists who cover the Capitol file
into a first-floor room dedicated to news conferences and settle into
fiberglass swivel chairs that would command high prices at an auction of
mid-century modern furniture.
Thereupon, the governor and his finance director reveal a proposed state
budget for the fiscal year that would begin six months hence.
Brown’s first budget for the 1975-76 fiscal year was quite modest by contemporary standards,
$11.5 billion, and was contained in a thick sheaf of loose leaf pages bound with brown shoelaces.
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On Wednesday, Brown proposed the 16th and final budget of his record-long gubernatorial career
– two eight-year stints separated by 28 years of doing other things – aided by his current budget
director, Michael Cohen, who was a toddler in 1975.
It totals $190.3 billion, more than 16 times Brown’s first – but according to historic data
maintained by Cohen’s staff, would spend roughly the same percentage of Californians’ personal
income as it did 43 years ago, a bit less than 8 percent.
That remarkably stable number underlies one of the budget’s political axioms: Most of it is on
autopilot, governed by statutory formulas, constitutional law (especially school spending),
federal aid and other immutable factors.
Therefore, the annual political wrangling over the budget involves only its relatively tiny
margins.
This year’s version of marginal conflict involves roughly $5 billion in revenue beyond what was
earlier forecast.
Brown, as is his wont, warned anew Wednesday that California is overdue for a recession that, in
combination with a tax system highly dependent on a handful of rich taxpayers, would hit the
budget hard – an estimated $20 billion per year loss of revenue.
“Fortunately, we haven’t hit that recession yet, but we will,” Brown told reporters to explain why
he wants to use the extra money mostly to fatten the state’s “rainy day” reserve, raising it to
$13.5 billion.
That intent runs counter to hopes of his fellow Democrats in the Legislature to spend more,
particularly on health care, early childhood education and other entitlements that would be
difficult, if not impossible, to cut if revenues fall.
“This is about steady-as-you-go or exuberance followed by pain,” said Brown, who is obviously
determined to leave the state’s fiscal house in better order than the deficit- and debt-riddled
situation he inherited from predecessor Arnold Schwarzenegger – or that he bequeathed to
successor George Deukmejian in 1983.
Brown 2.0 has been fairly careful with the taxpayer’s buck. While spending has increased
sharply, from $130.9 billion in 2011-12 to a proposed $190.3 billion for 2018-19, it has actually
dropped fractionally in relation to personal income.
There is, however, a caveat on that largely positive appraisal. The unfunded liabilities for public
employee pensions and health care have expanded by tens of billions of dollars during his watch
and Brown has addressed them only tepidly.
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Those obligations will weigh heavily on the next governor, as will the inevitability of an
economic downturn, since the recovery from last decade’s Great Recession is already historically
long.
Furthermore, as Brown was reminded by one of Wednesday’s reportorial questioners, the
Democrats vying to succeed him this year have been courting liberal voters by promising all
sorts of new and expensive programs if elected, largely mirroring what Democratic legislators
want.
Brown acknowledged Wednesday that he’s been lucky to have an expanding economy and an
electorate willing to enact higher taxes. His successor may not be as fortunate
Those obligations will weigh heavily on the next governor, as will the inevitability of an
economic downturn, since the recovery from last decade’s Great Recession is already historically
long.
This article first appeared in the January 11, 2018 issue of Cal Matters. Dan Walters has
been a journalist for nearly 57 years, spending all but a few of those years working
for California newspapers. He is regarded as the dean of capitol writers covering State
Government. He recently appeared at a COLAB Forum.

ANNOUNCEMENTS
PLEASE MARK YOUR CALENDAR NOW
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SUPPORT COLAB!
PLEASE COMPLETE THE
MEMBERSHIP/DONATION FORM
ON THE LAST PAGE BELOW
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MIKE BROWN ADVOCATES BEFORE THE BOS

VICTOR DAVIS HANSON ADDRESSES A COLAB MIXER

DAN WALTERS EXPLAINS SACTO MACHINATIONS AT A COLAB FORUM
See the presentation at the link: https://youtu.be/eEdP4cvf-zA

20

AUTHOR & NATIONALLY SYNDICATED COMMENTATOR BEN SHAPIRO
APPEARED AT A COLAB ANNUAL DINNER
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