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COLAB SAN LUIS OBISPO COUNTY 

WEEK OF MAY 15-21, 2016 

EARLY WARNING 

BOS TO CONSIDER SGMA WATER PLANNING 

TUESDAY MAY 24
TH

 MEGA SESSION                             

(TIME UNCERTAIN BUT PROBABLY 1:30 PM)  
WILL HILL/GIBSON PUSH STATE TAKEOVER OF 

THE PASO BASIN? 

  

THIS WEEK 

 

FISCAL TIME BOMB EXPLODES     

MORE BOMBS TICKING AWAY                                                   
(REVELATION BURIED IN ROUTINE REPORT) 

 

PHILLIPS 66 DECISION ON MONDAY MAY 16
TH

 

SPECIAL PLANNING COMMISSION MEETING 

ANNUAL FINANCIAL REPORT ON CONSENT 

CALENDAR – WHY DOESN’T THE BOARD 

WANT IT PRESENTED AND DISCUSSED? 

  

APCD TO RAISE FEES & ESTABLISH DECORUM 
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LAST WEEK 
 

ARNOLD DEBUNKS HILL/GIBSON PLOY ON 

LACK OF FUNDING FOR SGMA COMPLIANCE   

SLO COLAB IN DEPTH                   
(SEE PAGE 25) 

    Public Pensions - The Problem Is Not Just the Benefits  

 

THIS WEEK’S HIGHLIGHTS 

 
Board of Supervisors Meeting of Tuesday, May 17, 2016 (Scheduled) 

 

 Item 2 - Monthly Drought Report. The write-up points out that the county received 

insufficient rain during the 2015-16 wet season to meliorate the drought problems. It further 

indicates that that drought will continue into the 2016-17 wet season. 

 

Outlook 

Throughout most areas of the County, April delivered just over 1/10 of an inch of rain. NOAA’s 

Climate Prediction Center has is posting an El Niño Advisory/La Niña Watch for a weakening 

event into early summer 2016. El Niño conditions are expected to transition to La Niña by late 

summer or fall, which could indicate drier than normal conditions. The Seasonal Drought 

Outlook is calling for the drought to persist and it appears likely that the Central Coast will 

remain in “exceptional” drought at least until next winter.  

 

   
 

Item 3 - Fiscal Year 2015 Comprehensive Annual Financial Report (CAFR).  The CAFR is 

one of the most important documents published annually by the County. It is loaded with current 

and historical information that provides perspective on how the County is doing financially and 

even programmatically. Non-technical readers will be particularly interested in the sections -
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Notes to the Financial Statements, Required Supplemental Information, and the Statistical 

Section. All this and more can be viewed at the link: 

 

http://www.slocounty.ca.gov/Assets/AC/Digital/Financial/CAFR/2014-15CAFR.pdf  

 

We would have included some of the more significant tables and graphs here, but the document 

has been encrypted so it is not possible to copy and paste any of great tables and graphs. In the 

past this was not the case. Since the document was always presented as a locked PDF, there was 

no way for anyone to tamper or change anything. Why this new barrier to communication and 

distribution? 

 

Some interesting facts: 

 

1. Total Debt was $541 million (Page 32). 

 

2. The Debt increased from $207.8 million in 2006 to $541 million in 2015 (Page 199). Several 

Board members dismiss it on the grounds that some portions are revenue bonds secured by water 

& sewer bill payments and property assessments. It’s still debt to someone.   

 

3. Projected Interest on the Debt was $253.2 million (Pages 79 & 80). 

 

4. Thus $541 million + $253 or $794 million will ultimately have to be paid off. 

 

5.  A portion of the debt is Pension Obligation Bonds (POB’s) – listed at $146.2 million. All in 

and with deferred portions of the debt and near term interest of $15.6 million the POB’s debt 

totals $222.1 million (Page 80). Please see agenda item 14 below (the 3
rd

 Quarter Financial 

Report) for an update on the management of the pension bond debt as the County faces a balloon 

payment and other complicated refinancing choices. 

 

6. The unfunded accrued actuarial pension liability (UAAL), separate from the data above, was 

listed at $391.4 million (Page 93). It should be noted that this liability assumes that the system 

will earn 7.25% interest on average, year in and year out over the long term. The system’s 

consulting actuaries have notified the Pension Trust Board that based on experience, this 

assumed rate needs to be reduced to a maximum of 7.125% and possibly lower. The impact will 

be to increase the UAAL and increase the County’s contribution, diverting more funds away 

from current services and capital investment. 

 

  
   

https://www.geocaching.com/seek/cache_details.aspx?guid=2738fffc-767e-4a5b-b8cc-940285ff0ce5
https://www.google.com/imgres?imgurl=http://ww1.hdnux.com/photos/10/31/46/2202028/5/920x920.jpg&imgrefurl=http://www.sfgate.com/news/article/SHAME-OF-THE-CITY-Signs-of-hope-in-helping-S-F-2781508.php&docid=c26DIjwWJNDpiM&tbnid=i1IqaoL6kFOykM:&w=920&h=621&bih=622&biw=1366&ved=0ahUKEwi96cDHzNfMAhVY-mMKHRF6CNkQxiAIAg&iact=c&ictx=1
http://www.slocounty.ca.gov/Assets/AC/Digital/Financial/CAFR/2014-15CAFR.pdf
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They are not exactly hitting 7.25% return on the actuarial value of the assets. 

 

 

   

MORE ON THE NEXT PAGE 
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7. Note, even if they did achieve 7.25% return every year, the UAAL peaks in 2021 at $492 

million (Column 8). As the interest rate assumption is lowered, this number will become worse 

and worse. Could we be looking at a $600 million+ unfunded pension liability in a few years? 

 

8. Another form of liability is the so-called other post-employment benefits or OPEB. This is 

also a retirement benefit in which the retirees receive a payment toward the cost of their medical 

insurance. The UAAL for this program is $11 million (Page 97). 

 

This and much more information is contained in the CAFR. Why is it on the Consent Calendar? 

You would think the Board would require that it be presented in a 1.5 hour hearing with full and 

comprehensive explanations of the various issues which are raised. Are all their questions 

answered in secret in their offices? Shouldn’t the public know what questions are asked by their 

elected representatives and what answers are given on this very comprehensive and important 

report?   
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Item 10 - Beach Parking to be lost on Segment of Avila Beach Drive.  The write-up says that 

installation of curbs made the parking strip too narrow and unsafe. 

 

  

 

 

 
 

 

Avila has the County’s most sheltered beach. The 

impending community plan update will need to 

include a regional parking and transportation 

component that goes beyond the usual “solve the                                                      

problem by imposing the SLO County artificial                                                        

scarcity model.”  

  

Item 14 - Third Quarter Financial Report.  In general the report presents the usual status of 

the revenues and expenditures, lists departments that have problems, explicates staffing changes, 

and related matters. This report also contains a special section on managing pension obligation 

bond debt (POB). We have divided our report into A) a general comment section and B) a 

pension bond section. 

 

A. General Section: 

 

Overall, the County will end the fiscal year in balance and is likely to have a surplus. The exact 

amount is not clear. Some of the significant points include: 

 

There will be $8.3 million in unbudgeted expenditures, of which $6.9 million are for employee 

raises. The County staff refers to these euphemistically as “prevailing wage expense.”  This cost 

is actually the full year cost in FY 15-16 of Board approved raises that were negotiated with the 

various employee groups. Presumably this 

number does not include scheduled steps within 

pay ranges.  

 

1. The euphemism “prevailing wage” is simply 

a device to attempt to camouflage the impact of 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwil2M-1ydfMAhVY3GMKHTWtCYIQjRwIBw&url=http://www.avilabeachpier.com/where-to-have-fun.html&psig=AFQjCNExhTPfBqg4n86IQxpFjNGFH_cOrg&ust=1463246804884963


7 
 

the raises by suggesting that somehow the County must pay some sort of equitable rate in line 

with other similarly situated counties and cities. The term “prevailing wage” is generally used in 

the context of the construction industry relating to the prevailing hourly wage paid to apprentices 

and journeymen workers such as electricians, carpenters, steamfitters, glaziers, and so forth, but 

not regular government employee raises. 

 

2. Further attempting to soft-peddle the impact, the write-up states that the $7.4 million of the                 

$8.3 million will be covered by savings generated from budgeted positions being vacant and 

purchasing less supplies than were budgeted. 

 

Approximately $8.3 million in unbudgeted expenditures is projected through year-end. County 

departments report that they expect to absorb 89% or approximately $7.4 million of this through 

a combination of salary savings generated by staff vacancies, reductions in services and supplies 

costs, and unanticipated revenue. The balance of the expenditures is proposed to be covered with 

$905,789 of General Fund contingencies.  

 

3. In this regard and in another section of the report, it is pointed out that the County runs an 

average vacancy level of 172 positions or 6.4%. 

 

 
  

4. Why do the bureaucrats get to 

decide that most of $7.4 million in 

current year savings is to be 

expended on unbudgeted salary 

increases? What if the Board said 

“No. You didn’t properly include 

these costs in the proposed FY 15-

16 Budget and now you want to use 

this money to fund salary and 

benefit increases which we were 

not told would have to be paid out 

of this budget?” What was the 

service impact on the public of not 

executing $7.4 million worth of Board-approved programs? 

 

In the meantime the proposed FY 2016-17 Budget, which is submitted as Item 15 on this agenda, 

indicates that County staffing levels are increasing every year. 
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What are the total new expenditures for salary and benefit increases in the proposed FY 2016-17 

Budget? Is that amount included or is it expected to be funded by speculative savings?  

 

5. What will be the full year impact for FY 16-17 of the salary and benefit increases which are 

taking place in this current FY 15-16 fiscal year? The $6.9 million is being offset by savings this 

year. Next year it is part of the recurring base. So if the County saved $6.9 million this year and 

is budgeting accurately for next year, isn’t the impact 2 x $6.9 million or a new $13.8 million in 

the next budget? 

 

6. In the end and notwithstanding the shell game here, we will be told that the budget and salaries 

must inexorably rise. “The public and some Board members just don’t understand.” Trust us! 

 

 

B. Pension Obligation Bond Debt (POB) Section: Back in early 2011 we provided a warning 

that the County’s pension obligation bonds constituted one of several fiscal time bombs, which 

would actually go off causing budgetary impacts and diverting funds away from services to the 

citizens. Please note that the circumstances described below were created many years prior to the 

election of the current Auditor Controller Jim Erb. His role today, and in relation to this item, is 

to assist the Board of Supervisors deal with the POB problem, which was accumulatively created 

by Supervisors and staff in 2003 and 2009.  

 

 In part COLAB’s February 2011 article stated: 

 

Time Bomb One – The Emerging Long Term Consequences of the Pension Obligation Bonds of 

2003: 

 In 2002 as the County Pension Trust (the County’s quasi-independent employee retirement 

system) projected stock market investment losses from the Dot Com bust, it was determined by 

the then Board of Supervisors to issue debt instruments called pension obligation bonds (POB’s) 

in an effort to use cheap tax exempt debt to prepay some of the losses and thereby mitigate a 

large increase in the County’s ongoing bill from the Pension Trust. This was done in spite of 

serious concerns by the independently elected County Auditor Controller. At the time this was a 

popular scam promoted by municipal bond dealers, financial advisors and even local government 

lobbying associations such as the California State Association of Counties.  It looked like a quick 

way to kick the can down the road and some counties took the cheese, in effect taking a new 

mortgage to refinance an old mortgage.  The only problem is that in the current world of 

government pensions the old mortgage never goes away. 

So what was the deal?  The County figured that since the Pension Trust  had  projected  an 

average 7.75% return on investment over the years ( when performance is lower  the difference 

has to be made up by the County), it would be cheaper to finance a large part of the deficit with 

less costly tax exempt debt at 4.74%. In 2003 the County issued $135 million in both fixed and 

variable rate pension bonds for 30 years, betting the proverbial ranch that the Pension Trust 

would make its 7.75% over time and the County would pay for a large part of the system deficit 

(known as the Unfunded Accrued Actuarial Liability (UAAL) with the cheaper bonds. This had 

the seductive political appeal of postponing the deficit problem and allowed  the County to give 
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employee raises, maintain popular public services, and grant major pension benefit  

improvements such as the infamous and costly 3% at 50/55 retroactive benefit for various classes 

of public safety employees and lower  the retirement age for the civilian employees from 60 to 

55 thereby adding future liability. (This meant that for safety employees they went from 2%  

service credit for each year they worked  to 3% service credit for each  year they worked . The 

windfall is illustrated as follows: under the old formula an employee who worked 25 years got  

2% times 25 years of service= 50% of final average salary (FAS). This 50% when multiplied 

times his or her FAS< say $100,000> resulted in a $50,000 per year pension. By changing the 

formula to 3% for each year the result instantly became 3% times 25 years of service or $75,000. 

Imagine being able to retire at 50 years old with a guaranteed $75,000 per year with annual 

automatic cost increases for yourself and surviving spouse – who ever live longest.) 

SLO Pension Trust Actuarial Gain or (loss) 

2001 2002 2003 2004 2005 2006 2007 2008 2009 

(1.59%) (6.36%) (3.51%) (1.68%) (5.05%) (1.53%) (0.90%) (3.78%) .029% 

  

It should be noted that the real loss (not actuarial loss) was much greater in 2008 due to the 

national financial and economic collapse. The real losses do not show in this analysis because 

they are recognized over a 5 year smoothing period (an accounting technique) to prevent 

volatility. Reportedly the actual loss was in the range of $300 million. This year the stock market 

has come back and theoretically offset a portion of this but given the national debt, deficit and 

slow economy combined with growing taxes and an ever more oppressive regulatory 

environment; there is no certainty that this one year trend will be sustained over the decades.  

Notwithstanding, all the self-congratulation over the years about how use of pension obligation 

bonds( POB’s)  saved money, the County’s annual payments to the Pension Trust of $14.6  

million in 2002 nearly doubled to $31 million by  2009.  The system’s liabilities increased from 

$496.3 million in 2003 to $1,150.1 billion in 2009. Its unfunded actuarial liability (the difference 

between the systems assets and liabilities) was $289 million by 2010 and is expected to reach 

approximately $458 million in 2015 and $623 million by 2020.   

Meanwhile the County’s annual payments for its pension obligation bonds continue to grow and 

the interest and principle cost a whopping $7.5 million in the 2010-11 Budget on top of its 

regular pension payments further aggravating the budget shift from real public services to 

servicing this debt. In 2009 one of the scheduled variable rate increases on the bonds was about 

to take place.  Apparently the impending rate jump was so steep and would have cost so much 

the County decided to refinance $42.5 million of the remaining $129 million balance on the 

original $135 million utilizing a taxable 7.45% bond with a 20 year term. With interest, the 2009 

bonds will cost $74 million by the time they are paid off in 2019. The remaining 2003 bonds, 

with interest, will cost $195 million by the time they are paid off in 2033. Accordingly the 

remaining payments will total $269 million in principal and interest over the next 22 years. This 

is on top of the ever increasing direct pension payments which will be required to fund the 

growing liabilities noted in the paragraph above. 
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Parenthetically, the Board of Supervisors should require staff to include full year by year 

comparison charts for the entire life of such issues along with the budget presentation.  These 

should be readily obtainable from the County’s financial advisors.  This would provide a 

permanent record in the Budget Book and assist in future accountability building. It should be 

noted that having these issues considered in serial fashion over months and years of Board 

meetings and not presented in a forthright manner makes it impossible for the average taxpayer 

to understand what has transpired over the years.   

  

 

The Bomb I Explodes:  Tucked into the end of the 3rd Quarter Financial Report is a 

recommendation to the Board of Supervisors by Auditor Controller Jim Erb to use millions of 

dollars of reserves to pay off an impending pension obligation bond balloon payment which 

occurs in 2019.  It turns out that as we had underscored in 2011 (the section highlighted in 

yellow above), that a portion of the POB’s original $137 million borrowing included a $45 

million loan called Auction Rate Securities.  The write-up explains: 

 

 2003 Series B (Auction Rate Securities); were issued at fixed interest rates of 2.36% fixed 

until 2006. In 2006 the bonds were reset and each year thereafter go through an auction 

process. In the event no one purchased the bonds the rate jumped to roughly 17% or three 

times the Libor Index. In 2008, the County’s auction rate securities failed to be purchased 

by an investor. The County was fortunately able to refinance the auction rate securities with 

the 2009 Series A (interest only) POB rather than paying the higher default rate. The new 

series (2009 Series A) is discussed below.  

 

As noted above, these instruments were so poorly regarded in the marketplace that no one would 

buy them. The County was then forced to find a substitute debt mechanism. 

 

In 2009 and to forestall having to pay 17% interest, the County refinanced the $45 million. 

 

2009 Series A (Interest Only Bonds); replaced the 2003 Series B auction rate securities. 

The payments are interest only at a fixed rate of 7.45% due annually for 10 years. The final 

payment is due on September 1, 2019 and will include the deferred principal amount of 

$42,565,000.   

 

Here the County finds itself in the position of a homeowner with a short term, interest rate only 

mortgage that is about to expire.  

 

Rather than refinance and incur more debt and high interest, the Auditor Controller recommends 

that the County bite the bullet and pay off the $42 million. The annual payments on the total 

POB financing are already $10 million per year and growing. That’s $10 million of taxpayer 

dollars going to investors instead of to services for citizens. Apparently, and in anticipation of 

this problem, the County has quietly shifted $19 million in fund balance over recent years into a 

reserve for this problem.  

 

The County has currently set aside $19,449,428 in designations for the purpose of paying 
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the 2009 Series A POB lump sum payment. The write up does not exactly say where this money 

came from or what its impact on forgone services and capital projects may have been. 

 

This leaves a $23.1 million problem which is proposed to be solved by liquidating other reserves: 

 

  

  

Definitions of the Funds listed in the chart above: 

 

The Teeter Fund is used for the annual buyout of delinquent property taxes to the local 

taxing jurisdictions. If needed, the County can issue a one year note from the Treasury Pool 

to finance the Teeter buyout. The Teeter Fund also captures delinquent general fund 

property taxes. The Teeter Fund has averaged a positive return over the last 8 years of 

$2.5 million. However, as the economy improves, the amount collected in both delinquent 

taxes and penalties and interest will continue to decline. The financing plan provided below 

factors in expected declining growth of the fund and existing balances. 

 

The TLRF (Tax Loss relief Fund) is where penalties and interest collected on delinquent taxes 

are accumulated. The TLRF’s annual receipts averaged $2,465,034 over the last 8 years. 

Approximately $1.9 million of the annual receipts is allocated to the current budget. The 

financing plan provided below factors in an expected decline in growth of the fund and existing 
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balances. Also factored in is the requirement to maintain a reserve balance equal to 25% of the 

delinquent secured roll at year end. 

 

 

a. Is the use of these Funds, which were accumulated for specific purposes that have nothing to 

with paying of POB’s, proper and prudent? 

 

b. What are the balances in these Funds and what are the risks if the transferred dollars are 

needed in the future for their original public purpose? 

 

c. What are the consequences of transferring the $9,688,657 on line 2 for this balloon payment? 

Wasn’t it being accumulated to pay off the Series C Capital Appreciation Bonds described in the 

write-up as: 

 

Time Bomb II ?  2003 Series C (Capital Appreciation Bonds); are a deferred debt instrument. 

Principal and interest payments begin on September 1, 2018 with the final payment on 

September 1, 2030. These bonds cannot be retired early. The annual debt service payment will 

be a part of each year’s budget appropriation. 

 

a. This one sounds like one of those deals from a furniture store where you don’t have to start 

paying until next year (the payments don’t start until 2018). How much will they be per year? 

 

b. How much are the principal and interest on these instruments? 

 

The item concludes by describing the terrible consequences of a refinancing: 

 

Paying the entire principal balance will avoid over $18 million dollars of interest if the County 

were able to refinance straight line at 5% for 15 years. At 7% the interest paid would be 

over $26 million. In addition, reducing the County’s debt helps the County maintain strong 

credit ratings 

 

  

We do think this issue should be scheduled as a separate agenda item with public notice and a 

title that conveys the meaning of the subject. To bury it in the back of an attachment of an item 

entitled “3
rd

 Quarter Financial Report” does not do it justice. Really? A $45-million off-budget 

expenditure is being treated at the same presentation level as minor issues in the 3
rd

 quarter 

report, such as the Sheriff requesting $309 for a camera. 

 

OUTRAGEOUS! 

 

We also repeat our February 2011 recommendation: 

 

The Board of Supervisors should require staff to include full year by year comparison charts for 

the entire life of such issues along with the budget presentation.  These should be readily 

obtainable from the County’s financial advisors.  This would provide a permanent record in the 

Budget Book and assist in future accountability building. It should be noted that having these 
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issues considered in serial fashion over months and years of Board meetings and not presented in 

a forthright manner makes it impossible for the average taxpayer to understand what has 

transpired over the years. 

 

 

We hope a new Board majority will begin a major set of reforms after January 1, 2017. 

Obviously the “good old boys” ain’t ever going to listen. Other bombs ticking away include 

property taking lawsuits on the Paso Basin Water and Development Moratorium, Pension system 

cost increases, Diablo Power Plant closure, failure of the so called “smart growth” strategic plan, 

and the phase-in of large multi-million dollar required local match costs on the Affordable Care 

Act (Medi-Cal component) in 2020. 

 

Item 15 - Introduction of the County of San Luis Obispo FY 2016-17 Proposed Budget, 

including Special Districts.  The Budget book is available online at the link: 

 

http://www.slocounty.ca.gov/admin/Budget/2016-17_Proposed_Budget.htm  

 

 

The usual perfunctory “review” of the 

proposed half billion dollar + budget by 

the Board will take place between 9 AM 

and 12 noon on Monday June 13, 2016. 

There will be a 2
nd

 session on Wednesday 

June 15
th

 to divvy up several million 

dollars to a variety of not for profit 

agencies. 

 

Note the $10.5 million for pension bond 

debt does not include the $45 million 

worth of transactions, transfers, and off 

budget manipulations described in item 

14 above.  

 

 

Item 16 - Renewal of the County’s Growth management Ordinance, and Item 21 - Renewal 

of the Nipomo Growth Management Ordinance and Renewal of the Los Osos Development 

Moratorium. These items appear each May because the ordinances require annual review and 

renewal. Separately, it is important to remember that the entire area of the Paso Water Basin                     

(except for the cities and special districts) is also under a water use and development 

moratorium. The summary states: 

 

It is recommended that the Board adopt and instruct the chairman to sign the attached resolution 

to: 

1. Approve the annual growth rate of 2.3% for areas not in the Los Osos groundwater basin 

(wastewater moratorium area), the Nipomo Mesa area (Santa Maria groundwater basin), or 

Cambria, 

http://www.slocounty.ca.gov/admin/Budget/2016-17_Proposed_Budget.htm
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2. Approve the annual growth rate of 1.8% for the Nipomo Mesa area, 

3. Approve the annual growth rate of 0% for the community of Cambria for the period of July 1, 

2015 through June 30, 2018, and 

4. Allow the additional carryover of 10% of last year’s allocations, but precluding the carryover 

for the Nipomo Mesa area.  

 

Note that there is so little development that only 140 of the allocations available were requested 

so far this fiscal year. Worse yet, only 36 were multi-family. 

 

 

 
 

The table below depicts next year’s maximum allowances: 

 

  

The County needs thousands of 

new apartment units. Only 339 

would be allowed if in fact 

there were developers who 

were willing to roll the dice on 

projects. On May 26
th

 the 

Planning Commission will be 

taking up a “Work Force Housing Ordinance” which is supposed to be making the production of 

affordable homes easier.  Obviously this proposed policy is contradicted here. It’s as if one hand 

doesn't know what the other is doing. Driving your car with one foot on the gas and one on the 

break will ultimately ruin the car. 

 

 

 

 

 

Special Planning Commission Meeting of Monday, May16, 2016 (Scheduled)  

 

Item 3 - Continued hearing to consider a request by the PHILLIPS 66 COMPANY for a 

Development Plan/Coastal Development Permit to allow the modification of the existing 

rail spur currently on the southwest side of the Santa Maria Refinery in order to allow for 
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the import/unloading of crude oil at the refinery via train. The rail spur project includes a 

6,915-foot long rail spur, an unloading facility, onsite pipelines, replacement of coke rail 

loading tracks, the construction of five parallel tracks with the capacity to hold a 5,190-

foot-long unit train consisting of 80 tank cars (60 feet each), two buffer cars (60 feet each), 

and three locomotives (90 feet each), and accessory improvements outlined in more detail 

below in the staff report as well as the Final Environmental Impact Report (FEIR). The site 

is in the South County Coastal Planning Area, in the Industrial Land Use Category, and is 

located at 2555 Willow Road, approximately 3 miles west of the Nipomo Urban Reserve 

Line and approximately 3,300 feet from the nearest residence.  The Commission will meet at 

9:00 AM and has reserved the entire day for deliberations on the application. It is expected that 

they may reach a decision. No new testimony will be taken as the hearing is closed. The write-up 

states: 

 

On May 16, 2016, the Commission will reconvene and continue the hearing of the Phillips 66 

Rail Spur project from the February 4th, 5th, 25th, March 11 and April 15th, 2016 meetings. 

Public testimony has been closed and the Commission will continue with questions and 

deliberation and possibly take an action. 

If you have any questions regarding this matter, please contact Ryan Hostetter at (805) 788-

2351.  

 

For the convenience of our readers, we repeat our analysis presented to the Planning 

Commission during its February 25, 2016 hearing on the Phillips application. Email the Planning 

Commissioners and tell them to approve the project. Many reasons for supporting the project are 

listed in the text below.  

o District 1- Jim Irving               

o District 2- Ken Topping  

o District 3- Eric Meyer  

o District 4- Jim Harrison  

o District 5- Don Campbell  

   

Submit comments to the Commission in writing to the Planning Commission Secretary Ramona 

Hedges via mail at 976 Osos St. Room 300, San Luis Obispo CA 93408 or email 

rhedges@co.slo.ca.us.  

  

 

Background: The Nipomo opponents argue that 

now that there are residential enclaves bordering the 

Nipomo industrial zone, their preferences should 

rule. If this principle is validated, is any change 

(particularly a new plant) at any business in the 

county safe? After all, it is an industrial zone, and 

the plant abuts a mainline national railroad.  

 

We have heard that opponents plan to 

show up and demonstrate even though the 

hearing portion has been closed. 

Supporters should show in case the crowd 

forces the Commission to reopen the 

hearing. 

mailto:rhedges@co.slo.ca.us
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Does this mean that if someone builds some new condos next to the railroad in SLO, the railroad 

should eventually be shut down? The new condos under construction off Orcutt Road on 

Sacramento St. are located adjacent to the railroad, which carries tank cars containing not only 

crude oil, but all sorts of hazardous materials every day. The last unit is about 50 ft. from the 

track.  

 

 

This is Not about Safety:  Tank cars containing oil, ammonium hydroxide, sulphuric acid, 

chlorine, and many other dangerous substances have rolled through the area every day for a 

century. A massive statewide opposition movement, undergirded by anti-industrial and anti- 

fossil fuel radicals, has framed the issue as exploding tank cars in an urban area. As we have 

pointed out previously: 

 

In recent years, as U.S. crude oil output has surged, so too have carloads of crude oil on U.S. 

railroads. Originated carloads of crude oil on U.S. Class I railroads (including the U.S. Class I 

subsidiaries of Canadian railroads) rose from 9,500 in 2008 to 493,146 in 2014. Terminated 

carloads of crude oil on U.S. Class I railroads rose from 9,344 in 2008 to 540,383 in 2014. 

From 2000 through 2014, a period during which U.S. railroads terminated 1.405 million 

carloads of crude oil, more than 99.99 percent of those carloads arrived at their destination 

without a release caused by an accident. That said, several recent rail accidents involving crude 

oil have led some to question railroads’ ability to operate safely. Railroads are committed to 

keeping the public’s full confidence and demonstrating that nothing is more important to 

railroads than the safety of their employees, their customers, and the communities they serve.  

  

How many additional tank cars per year are too many?  Is one more too many? What about 50? 

Three trains per week (the current proposal) of 80 cars add up to 240 cars per week, or 12,480 

per year. As noted in the text above, 99.99 percent of all tank car loads of crude oil in America 

reach their destination without incident. Thus only .01% is involved in some problem. The 

number within the .01%, which actually spill something or catch fire, is statistically very small 

(some part of .01%).  Say for discussion purposes – it’s .005. The risk would be .005 x 12,480 or 

up to 62 of the tank cars might have a serious accident somewhere along the route from the 

Midwest, Texas, or wherever to Nipomo. For most of these routes the trains are passing through 

sparsely populated prairies, mountains, and deserts. Accordingly, the chance of a serious incident 

taking place in an urban area is statistically even more remote.  

 

Of course these numbers also apply to 

the other potential less catastrophic 

incidents such as spills into 

watercourses, agricultural fields, and 

other land uses which are noted in the 

EIR. 

 

Were the Commission to deny the 

project on this basis, it would 

https://www.google.com/imgres?imgurl=https://i.ytimg.com/vi/TFTxSUYlKF8/maxresdefault.jpg&imgrefurl=https://www.youtube.com/watch?v=TFTxSUYlKF8&h=1080&w=1920&tbnid=diYtvvjLVHz2LM:&docid=Ceg7S3INrsXvaM&ei=e7DHVoLcGYzQjwOzmqW4Dw&tbm=isch&ved=0ahUKEwjChZ2liIXLAhUM6GMKHTNNCfcQMwgtKBEwEQ
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essentially be setting a standard that the project must have absolutely no risk – a 100% chance of 

no risk. Applying such a standard would be unreasonable and capricious in the extreme. The fact 

that the neighbors don’t like the project or that a noisy group of radicals wishes to destroy the 

fossil fuel industry (and perhaps the civilization in the process) should not have a bearing on the 

Commission’s decision. 

 

  

 

 

The same opponents have totally ignored the risk of the over 12.3 billion gallons of gasoline that 

are delivered each year into California cities and towns (including very dense urban settings) by 

tandem gasoline tanker trucks. Millions of individuals are handling gasoline in a variety of risky 

settings and not everyone is careful. Any ignition source here could be disastrous, especially if 

the gasoline tanker truck is at the station at the same time making a delivery.  

 

Please see the illustrations on the page below: 
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How many times per day do you think this happens all over  the State? None of the opponents 

are hysterical about all the gasoline in their communities. Why are they picking on the Phillips 

project?  Put these two pictures together with a little wind and a loose ash. In making its decision 

the Planning Commission should use real statistics, not politicized emotion.  

 

  

 

The Project: 

 

 

 

A schematic of the track configuration is displayed on the page below.  

 

  

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwj_5Obf_oHLAhVEz2MKHZVGBlcQjRwIBw&url=http://infotemplatez.blogspot.com/2011/02/busyettt-ni-cewe-ngisi-bensin-sambil.html&psig=AFQjCNHekVb5KuN2XM5OnCqKCH_AsKrHwQ&ust=1455907819789600
https://www.google.com/imgres?imgurl=http://celebmafia.com/wp-content/uploads/2014/05/sarah-michelle-gellar-at-a-gas-station-in-santa-monica-may-2014_5.jpg&imgrefurl=http://celebmafia.com/sarah-michelle-gellar-gas-station-santa-monica-may-2014-114450/&h=1280&w=1024&tbnid=F_J36nhkecRguM:&docid=mFAHIADxrBUylM&ei=TQ7GVoLsIYSyjwPlqKSgAw&tbm=isch&ved=0ahUKEwjCxvu9-YHLAhUE2WMKHWUUCTQQMwhFKB0wHQ
https://www.google.com/imgres?imgurl=http://ellabakercenter.org/sites/default/files/18831-a-chevron-tanker-truck-unloads-gasoline-into-underground-sto.jpg&imgrefurl=http://www.stylepinner.com/cheveron-gas-tanker-truck/Y2hldmVyb24tZ2FzLXRhbmtlci10cnVjaw/&docid=un9d7ou5gsPv6M&tbnid=3Kj6-L4qQpnb4M:&w=450&h=319&ved=0ahUKEwiJm5-B_YHLAhVO72MKHc6tDm8QxiAIAg&iact=c&ictx=1
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The rendering below shows the configuration as it would look from the air. Note that the actual 

unloading tracks are covered. 

 

   

As illustrated in the chart below, California refineries are becoming increasingly dependent on 

imported oil as existing oil fields in the State are pumped out. Where is Phillips to get its oil? It 
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is unlikely that SLO County will permit the development of new oil fields let alone promote such 

development.   

  

  

Background - We Repeat: 

 

The Planning staff has recommended the denial of the project in the most didactic terms. 

 

Under the staff’s logic as applied here, could any industrial project or major transportation 

project ever be approved in San Luis Obispo County or even the State of California, for that 

matter? Parenthetically, there is no way the Golden Gate Bridge could be approved today. By 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwje26ul_v_KAhVU52MKHS0nCeMQjRwIBw&url=http://www.stylepinner.com/california-crude-oil-production/Y2FsaWZvcm5pYS1jcnVkZS1vaWwtcHJvZHVjdGlvbg/&psig=AFQjCNGZcMO6-CJQ6aHArnU6PWszeaqgbg&ust=1455839208606995
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwjn37y2_azKAhXDLmMKHQ1TBAUQjRwIBw&url=http://www.oilvoice.com/n/Crude-by-rail-provides-the-West-Coast-with-supply-as-regional-crude-oil-production-falls/9763d774ac71.aspx&psig=AFQjCNHf_o66BOMu9qNU1STEyXW4G4wlyg&ust=1452986691775477
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their very nature, extracting and refining minerals, smelting metals, manufacturing chemicals and 

durable goods, transporting hazardous raw materials, processing agricultural products, producing 

electricity on a large scale, producing and distributing medical gases, spraying crops, and many 

other essential industrial processes are inherently hazardous. But without them, the standard of 

living would be devastated. Civilization would collapse. What if people in all the counties of 

America (about 3000) decided that industrial processing is too hazardous and violated their 

respective general plan elements and environmental standards? 

 

What Project Could Be Approved?  The Planning Staff (government officials) say that denial 

of this project does not prejudice or set a precedent for some future project by Philipps 66. What 

does that mean? The issue is how to get more oil supply from disparate and shifting points on the 

North American continent to this refinery (not a refinery in Bakersfield or some other 

hypothetical place). This militates against permanent pipelines, since the sources are moving 

targets. So what does the staff actually mean? They have given no examples of projects which 

they believe they could recommend, let alone test their examples with financial feasibility. 

 

You Can’t Have it Both Ways:  When one of the planners or one of planning commissioners or 

one of the members of the Board of Supervisors has a heart attack at 3:00 AM, they want the 

phone to work, the dispatch system to work, the ambulance to come, the lights to be on in the 

cardiac care unit, the hospital to be warm, the medical gases to be plentiful, the plastic oxygen 

mask to be ready and functioning. Each of these things and processes are currently about 86% 

dependent on fossil fuels. Tank cars that bring them go through Salt Lake City, Boise, Tucson, 

San Antonio, Sacramento, Los Angeles, Oakland, San Bernardino, and even Berkeley. To what 

exceptional privilege do people in San Luis Obispo County, or the entire state of California for 

that matter, claim that they should be exempt from hosting the industrial plants, mines, oil fields, 

etc., which make their very lives and standard of living possible? 

 

The Anti-Industrial Policy Is Not Only Selfish - It Is Classist and Elitist:  Do those who 

would deny this project consider themselves members of an elite group, to be served by less 

affluent others in other locations that must separately bear the risks of industrial society? It is not 

as if this project is a new refinery. Do they think it’s OK for black families in Richmond 

(California) to have lived next to huge refineries, tanker facilities, and rail facilities for 

generations (and where this oil will be tankered even if this project is denied), so that they can 

drive their Mercedes Benzes to LAX and fly to Cabo? 

 

After all, they all drive cars, fly on 777’s, use plastic, enjoy hot water on demand, and wear 

clothes made of synthetic products. Indeed they depend on a huge fleet of tanker trucks, which 

deliver thousands of gallons of highly volatile gasoline into their very neighborhoods and densest 

commercial areas every day without a second thought. At least the tank car trains run in 

dedicated right of ways which are often grade separated from adjacent traffic and activities. 

 

When judged in the moral and ethical light of the benefits of an industrial civilization, civic 

responsibility, and material practicality, the Commission has plenty of reason to override its staff 

and approve the project in accordance with section 21081 (the crucial legal criteria by which the 

project must be approved or denied under State law). 

 



22 
 

21081. Pursuant to the policy stated in Sections 21002 and 21002.1, no public agency shall 

approve or carry out a project for which an environmental impact report has been certified 

which identifies one or more significant effects on the environment that would occur if the 

project is approved or carried out unless both of the following occur: 

 (a) The public agency makes one or more of the following findings with respect to each 

significant effect: (1) Changes or alterations have been required in, or incorporated into, the 

project which mitigate or avoid the significant effects on the environment. (2) Those changes or 

alterations are within the responsibility and jurisdiction of another public agency and have been, 

or can and should be, adopted by that other agency. (3) Specific economic, legal, social, 

technological, or other considerations, including considerations for the provision of employment 

opportunities for highly trained workers make infeasible the mitigation measures or alternatives 

identified in the environmental impact report. (b) With respect to significant effects which were 

subject to a finding under paragraph (3) of subdivision (a), the public agency finds that specific 

overriding economic, legal, social, technological, or other benefits of the project outweigh the 

significant effects on the environment.   

 

 

 

 

Air Pollution Control District (APCD) Meeting of Wednesday, May 18, 2016 (Scheduled) 

  

 

Item B-2: Hearing to Accept Public Comments and Review the Proposed Fiscal Year 2016-

2017 Air Pollution Control District Budget.  This is pretty much a standstill budget which 

maintains the APCD staff at 23 FTE.  

 

Item B-3: Fee Increases.  It has been several years since the APCD has adopted any across-the-

board fee increases. It appears that they are testing the waters. The narrative suggests that the fee 

increases are small and will have little effect. One general concern is the increase in the “hourly 

rate,” which is proposed to be raised from $115 per hour to $125 per hour. The write-up states 

that this will result in only $13,000 of new revenue.  

 

a. When is this hourly rate applied? What is it for?  

 

b. The annual permit renewal fee is being raised from $80 to $83 per hour. How many permits 

must be renewed each year? This fee is multiplied times a complexity factor point system. For 

example a bakery is 58.3 points. Thus its annual renewal fee, at $83, would be $4,389. What 

analysis does the APCD staff actually conduct at an existing and previously permitted bakery 

that costs $4,380? If the staffer who does the analysis is making $100 per hour, she would have 

to spend 44 hours analyzing the smoke or whatever comes from the Bakery. They do this every 

year. It seems impossible to justify. 

 

 

 

Item B-4: Principles of Decorum.  Readers may remember that the APCD conducted a 

facilitated workshop on the tone and conduct of its meetings. This was the result of an incident 



23 
 

during a meeting last year where Supervisor Hill, backed up by Supervisor Gibson, attacked a 

public speaker because he criticized the science behind the Dunes Dust Rule. That speaker was 

demoted at his state job as a result of Supervisor Gibson filing a complaint against him. The 

alleged problem for the 2 supervisors and later Mayor Marx was that they believed he was 

appearing on State time to make a private complaint. There was significant public controversy, 

and the workshop was calculated to paper the issue over. As a result of the workshop, which was 

inconclusive, the staff prepared the APCD Principles of Decorum below.  

 

The APCD Board is committed to ensuring that all interactions of Board members with each 

other, staff and the public are conducted in an open, respectful and appropriate manner and 

reflect the mission and values of the agency. To that end, every Board member individually 

commits to honoring the following guiding principles: 

 

1. To keep the APCD Mission and public health protection as the highest purpose for achieving 

constructive solutions for matters before the Board. COLAB NOTE: This first principle is 

seriously flawed and fails to recognize the purpose of elected officials in a democracy.  

Contrary to the assertion in the text, their highest purpose is not to achieve “constructive 

solutions for matters before the Board.” Their primary purpose and reason for existence is 

to represent their constituents and the public in general. Their most important function is 

to protect the public from abuses by the APCD. Constructive solutions (whatever that 

means) may have a severe deleterious effect on personal freedom, private property, 

capitalism, and survival of the country. To assert that they are there to serve the purpose of 

a government agency is to vitiate the whole idea of elected officials who jealously guard the 

primary values of the country and civilization. 

 

 

2. To treat others as they would like to be treated and accord the utmost courtesy to each other, 

to staff and to the public appearing before the APCD Board, including addressing each other by 

title (e.g. – Chairperson, Vice-Chair, Director, etc.). 

3. To respect the dignity of individuals and organizations and the right of all people to hold and 

express different opinions at our meetings. 

4. To debate respectfully and without malice or rancor, refraining at all times from rude, abusive 

and/or derogatory remarks that reflect upon a person’s integrity, motive or personality. 

5. To publicly share substantive information that is relevant to a matter under consideration that 

a Board member(s) may have received from sources outside the public decision-making process. 

6. To preserve appropriate order and decorum during all meetings and discourage side 

conversations, disruptions, interruptions or delaying efforts, including restricting the use of 

personal electronic devices while seated at the dais, unless there is an urgent personal matter. 

7. To first address the Chair to gain recognition before speaking; once recognized, the member 

shall not be interrupted while speaking except to make a point of order. Comments and questions 

should be limited to the issue before the Board, and cross-exchange between Board members 

and the public should be avoided. 

8. To support the maintenance of a positive and constructive work place for APCD employees 

and for citizens and businesses dealing with the APCD. Members shall recognize their role and 

responsibility in interactions with APCD staff to ensure they do not provide individual direction 

to staff that could be perceived as exerting undue influence or a conflict of interest. 
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9. To respect past decisions of the Board and move forward in a positive manner. 

10. To call staff with significant questions on an agenda item in advance of the Board meeting so 

staff can be properly prepared to respond. 

11. To seek ongoing training and information on APCD mandates and programs, both as new 

and returning members. 

12. To conduct all APCD affairs with fairness, honesty, integrity and respect.  

 

Gibson and Hill are genetically incapable of following most of these principles, even on their 

best day. What a farce! 

 

LAST WEEK’S HIGHLIGHTS  

 

 

Board of Supervisors Meeting on Tuesday, May 10, 2016 (Completed) 

 

 

Item 19 – State Water Grants/Arnold Debunks Gibson/ Hill Ploy on Paso Basin Takeover. 

Supervisor Arnold did a great job of gently teasing out the fact that some of this money could be 

used for SGMA planning. The real question here is how much could be used for setting up the 

Paso Basin Groundwater Sustainability Agency and developing the Groundwater Sustainability 

Plan. Hill and Gibson claim that there is no money to undertake these activities and therefore the 

State should take over the basin. The staff, under questioning, also admitted that there could be 

other grant funds made available as well. 

   

Background:  State water bond money is divided up among regions of the state known as the 

Integrated Regional Water Management (IRWM) regions. The jurisdictions in each region get 

together and divvy up the amounts allocated to their region to forestall competition. The chart 

below shows the plan for this region. 

 

  
 

 

 

 

The San Luis Obispo County IRWM region would pursue $7,963,912 of the $39,990,000 

funding through the Proposition 1 IRWM Grant Program with no competition if the MOA is 
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executed and successfully implemented.  In turn the County, cities, and special districts would 

divide up the $7.9 million. 

 

 

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.  

 

Public Pensions — the Problem Is Not Just the Benefits 
By Stephen Eide 

Inside Sources, April 20, 2016 

It’s been a long recovery for U.S. states and 

cities, thanks in no small part to the trillions 

in retirement-benefit debt weighing down 

their balance sheets. As the Obama 

administration has noted in each of the last 

three editions of its “Economic Report of the 

President,” public pension obligations 

relative to revenue are at a 50-year high. 

Costs have been rising more rapidly than 

revenues, crowding out space in government 

budgets that should be going to services. 

Over the last 30 years, the amount of 

government pension-fund assets held in cash 

and (conservative) fixed-income 

investments has dropped, from around 80% 

to 25%. 

But the problem is not simply overly 

generous benefits. Pension-cost volatility is 

also a function of governments’ heavy 

reliance on the stock market to fund long-

term benefit promises. To stabilize budgets, 

debate over pension reform will have to 

focus on how benefits are financed, as well 

as how much is promised in the first place. 

Pension-funding policy is a child of the bull 

market. Over the last 30 years, the amount 

of government pension-fund assets held in 

cash and (conservative) fixed-income 

investments has dropped, from around 80 

percent to 25 percent. 

Government portfolios pushed into riskier, 

higher-yield investments, such as stocks and 

hedge funds, as a way to keep benefits 

robust while minimizing the cost to 

employees and taxpayers. For a while, the 

strategy worked. At the peak of the dotcom 

bubble, many state and local pension funds 

were overfunded: assets on hand exceeded 

the amount of benefits promised, according 

to official government accounting standards. 

But reliance on risky investments is not 

cost-free. Overfunding led many 

governments, most notoriously California, to 

increase benefits under the mistaken 

assumption that the good times would last 

forever. And, as a result of America’s two 

recent stock market collapses, states’ and 

cities’ pension expenditures rose from 2.3 

percent to 4 percent of general revenues 

http://www.manhattan-institute.org/expert/stephen-eide
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during 2002-2013. That gap represents 

nearly $50 billion in annual revenues that, 

instead of bolstering public safety, education 

and infrastructure, must go to backfilling 

pension obligations. 

In a recent paper, I calculate that state and 

local workforces — which, in contrast to 

private workforces, have yet to return to 

their pre-recession peak — would now be 

about 200,000 larger had pension spending 

not risen relative to revenues since 2008, 

and would be 500,000 larger if they had not 

risen relative to revenues since 2002. 

Many states and cities have learned to make 

do with fewer employees; but this is not a 

victory for efficiency. Taxpayers’ burdens 

are still high and, because of pension debt, 

the costs are largely for past services 

rendered: today, we are paying more and 

getting proportionately less in terms of 

services. 

Pension expenditures have kept escalating 

during recent years of growth, too. Though 

2015 was a decent year by most economic 

indicators, such as job growth, public 

pension-plan investments must return 7 

percent to 8 percent to merely keep pace 

with funding schedules. In 2015, they didn’t 

— returns were mediocre — so, in 2016, 

budgetary appropriations are going up. In 

other words, public pension-funding policy 

needs the economy to have a great year, not 

simply a good one. 

Unions and other defenders of the status quo 

correctly point out that, since the subprime-

mortgage crisis, virtually every state has 

reduced benefits. One of the more curious 

features of public-pension management is 

that taxpayers’ bills have kept going up even 

while pensions have become less generous. 

This is because the recent wave of reforms 

mostly addressed benefits not yet earned 

and, in many cases, for employees not yet 

hired. Yet states’ and cities’ most immediate 

challenge is how to fund promises already 

made, not determining benefits for teachers 

who will retire in 40 years. 

That localities like Atlantic City and 

departments such as the Chicago Public 

Schools are on the verge of insolvency at a 

time of economic expansion suggests that 

Detroit will not be the last American city to 

go bankrupt. When the next downturn hits, 

solvent governments will also see their 

pension costs spike to recoup investment 

losses. 

No one likes volatility: not households, 

corporations or governments. But it is 

especially vexing for states and cities — 

which we rely on to provide services in bad 

times as well as good — to see pension 

spending balloon as revenues contract; 

indeed, demand for some services, such as 

the public safety net, rises when the stock 

market falls. 

To minimize volatility to government 

budgets, minimize their exposure to the 

stock market. This is one reason why 

conservatives warn against relying on the 

income tax. It is also why the public is 

poorly served by current state and local 

governments’ pension-funding policy. 

This piece was originally syndicated by InsideSources 

  

 

 

http://www.insidesources.com/public-pensions-the-problem-is-not-just-the-benefits/
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  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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