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Plan for Service 

Oceano Community Services District 
Divestiture of Fire Protection  

Background 

On February 14, 2023, the County received an official notification from the Local Agency Formation Commission 
(LAFCO) stating that on January 11, 2023, the Oceano Community Service District (OCSD) Board of Directors voted to 
submit a resolution of application to LAFCO to initiate proceedings for divestiture of fire protection service. The 
application was filed with LAFCO on February 6, 2023, with a plan for service proposing responsibility for fire 
protection service be transferred to the County. LAFCO notified the County that they have begun processing the 
application.  

On August 22, 2023, the Board of Supervisors (Board) directed staff to pursue a responsive plan of service to provide 
fire protection to Oceano utilizing a contract model with Five Cities Fire Authority. 

OCSD staff and subcommittee participated in development of the responsive plan of service. The Oceano Community 
Services District submitted a letter dated in support for this plan of service, dated May 28, 2024, and attached to this 
plan as Exhibit B. 

On June 18, 2024, the Board approved a responsive plan of service and directed County staff to file the plan with 
LAFCO. The plan of service defines the level and mode of fire service the County will provide to Oceano, if LAFCO 
approves divestiture, and establishes conditions involving OCSD assets and existing unfunded pension liability. 

The Plan of Service below addresses changes to tax rate areas, OCSD assets and liabilities and fire protection service 
level.  

Plan for Service 

LAFCO uses a Plan for Services to evaluate the ability of an agency to provide services in a cost-effective manner, and 
to assess the benefit to be received by the area relative to alternative public agency frameworks. 

This Plan for Services describes the fire protection services that the County would provide to the community of 
Oceano in summary form. The Plan for Service includes the following information pursuant to Government Code 
Sections 56653. 

Government Code Section 56663 States: 

1. An enumeration and description of the services currently provided or to be extended to the affected
territory.

2. The level and range of those services.
3. An indication of when those services can feasibly be extended to the affected territory, if new services are

proposed.
4. An indication of any improvement or upgrading of structures, roads, sewer or water facilities, or other

conditions the local agency would impose or require within the affected territory if the change of
organization or reorganization is completed.

5. Information with respect to how those services will be financed.
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Description of Services 

1. Description of how services will be provided and who will provide the services to the area.

Prior to exiting Five Cities Fire Authority (FCFA) JPA, Oceano fire station was partially staffed and housed one engine. 
On June 22, 2023, the FCFA entered into an agreement with OCSD for the FCFA to continue to provide fire and 
emergency medical services to OCSD for a temporary 12-month period through June 30, 2024. On June 4, 2024, FCFA 
approved an extension agreement through December 31, 2024, with a thirty day-notice option to terminate. 

Under their current contract the FCFA staffs three engines. Two engines operate out of Arroyo Grande, and one 
operates from the Grover Beach station. There are no engines stationed and no fire services provided from the 
Oceano fire station. The FCFA currently staffs two engines with three personnel and one engine with two personnel. 
There is no particular FCFA engine that is dedicated to Oceano response as response is provided from resources 
available. 

Since 1930, The County of San Luis Obispo has provided fire protection services through a contract with CAL FIRE, 
acting as the County’s Fire Department. The County Fire Department is responsible for providing fire and related 
emergency services for all the unincorporated areas in the county not served by a city, or a special district. 

On August 22, 2023, the Board of Supervisors (Board) reviewed the County’s available service level and service delivery 
options to provide fire service to Oceano. Options included serving Oceano community through the County Fire 
Department’s contract with CAL FIRE at various service levels, or through a contract with Five Cities Fire Authority. The 
Board directed staff to pursue a responsive plan of service to provide fire protection to Oceano utilizing a contract 
model with Five Cities Fire Authority. 

The County has entered into a contract with FCFA to provide fire service to the community of Oceano. The contract 
will become effective upon LAFCO approval of the District’s divestiture and terminate on June 30, 2027, with two one 
year options to extend. The contract cost is $1,706,000 each year with annual CIP increases. The contract will provide 
for delivery of all fire protection and emergency services in Oceano out of Grover Beach and Arroyo Grande Fire 
Stations, at a minimum of two personnel per engine. This contract maintains the level of service currently provided 
to the community of Oceano. 

2. The level and range of services.

The current level of service provided to the community of Oceano by FCFA will remain the same. The service area will 
remain the same as the current boundary of the Oceano Community Services District. 

The County, through contract with FCFA, will provide the following services: 
1. Administration of fire services
2. Incident Response
3. Fire Safety Inspections/Enforcement
4. Investigations
5. Training
6. Emergency Management

3. Estimated time frame for service delivery.

The County will be responsible for fire and emergency response upon LAFCO approval of OCSDs application of 
divestiture. Service will be provided through a contract with FCFA with an effective date of the date that LAFCO 
approves OCSD’s application of divestiture. 
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4. An indication of any capital improvements, or upgrading of structures, roads, sewer or water facilities or other
conditions the agency would impose or require within the affected territory prior to providing service if
proposal is approved.

Upon LAFCO approval, the County will assume fire responsibility for the community of Oceano as part of the 
unincorporated area of the County, target commencement date of January 1, 2025, with conditions related to OCSD 
revenue, assets, liabilities and space lease agreements as outlined below.  

Revenues  
The County Administrative Office will bring a tax exchange resolution to the Board of Supervisors such that OCSD 
will retain 3.85% of OCSD's current AB8 Factor of .18712. The amount retained by OCSD will be for the continuance 
of operation of the community’s lighting service.  

Additionally, 100% of development impact fee revenue related to the community of Oceano will be retained by the 
County to fund operations.  

Prior to County assuming fire responsibility for Oceano, the County and Oceano will enter into an agreement to 
transfer to the County property tax revenue received by OCSD beginning July 1, 2024 through the implementation of 
the adjusted tax roll, at the rate described above, reduced by an amount equal to $142,167 per month until the time 
that the County assumes fire responsibility for Oceano.  

Assets  
OCSD will transfer to the County fee simple ownership of the existing OCSD Fire Station and real property located at 
1655 Front Street, Oceano (APN 062-271-023) including General Fund purchased items, equipment, and vehicles.  

Prior to County assuming fire responsibility for Oceano, OCSD will transfer to the County 100% of OCSD’s Public 
Facility Fee reserve in the amount of $230,000 and FY 2023-24 year-end fund balance available in the amount of 
$90,000 related to budgeted facility improvements. 

Prior to County assuming fire responsibility for Oceano, the County and Oceano will enter into an agreement to retain 
Oceano’s Public Facility Fees allocation. 

Liabilities 
The County will assume responsibility for OCSD’s ongoing CalPERS unfunded actuarial accrued liability (UAAL) arising 
out of OCSD’s participation in Five Cities Fire Authority between June 7, 2010 through June 30, 2023, in the amount 
equal to 19.7% of total. The Foster and Foster actuarial report dated December 15, 2023, shows OCSD’s share of UAAL 
as of June 30, 2022 to be $861,741. OCSD’s liability is anticipated to be reduced due to reimbursement payments 
made after June 30, 2022, by the City of Arroyo Grande to Five Cities Fire Authority, reducing the total UAAL of 
$4,374,321 by $982,311.  

Additionally, as outlined in the ongoing liabilities agreement dated June 14, 2023 (Exhibit C), OCSD’s UAAL will be 
reduced by $278,109 related to Capital Equipment and Vehicle Valuation credits as well as OCSD’s share of Five Cities 
Fire Authority’s FY 2022-23 year-end fund balance estimated to be $296,662. 

Prior to County assuming fire responsibility for Oceano, the County and Oceano will enter into an agreement to 
transfer unfunded actuarial accrued liability to the County, as described above. 

Related Space Lease Contracts 
The County and OCSD will execute two space lease agreements related to the Plan for Service. The first will provide 
for OCSD to continue to occupy the current OCSD Administrative space at the 1655 Front Street, Oceano for a term 
of 20 years in the annual amount of $116,147, with annual CIP adjustments. Commencement date will be set to the 
date the County obtains fee simple ownership of the existing OCSD Fire Station. The lease includes an option for 
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OCSD to exit the lease after 10 years, and if the option is exercised, the County will have the option to purchase the 
Sheriff substation real property located at 1681 Front Street, Oceano, for an amount equal to the appraised land 
value.  

The second lease will provide for the County Sheriff to continue to occupy the space at 1681 Front Street, Oceano for 
a term of 20 years in the amount of $1 per year. The lease commencement date will be set to the date the County 
assumes fire responsibility for Oceano. 

Prior to County assuming fire responsibility for Oceano, the County and Oceano will enter into two space agreements, 
as described above. 

5. A description of how the services will be financed.

The majority or all of the general fund revenues received by the District would be available to partially fund 
operations. Services will be financed with property tax revenue transferred from OCSD to the County, impact fees, 
rent revenue and additional County General Fund. It is estimated that FY 2024-25 OCSD property tax revenue will be 
approximately $1.3 million. Additionally, the Public Facility Fire Fees that are collected by the OCSD will be transferred 
to the County.  

The table below shows the revenue trends over the last four years based on the District’s financial statements. 

OCSD Revenue Trends 
Revenue 

FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 
* 

FY 2022-23 
** 

FY 2023-24 
Property Tax 1,028,371 1,081,219 1,132,291 1,182,885 1,296,431 1,337,044 
Public Facility Fees 20,061 10,158 20,528 7,878 3,863 TBD 
Other Sources 147,690 144,285 150,971 149,653 TBD TBD 
TOTAL $1,196,122 $1,235,662 $1,303,790 $1,340,416 $1,300,294 $1,337,044 

*According to County Auditor’s Office.
**For the purposes of this report, the analysis of options includes an increase in annual revenue, of which $1,337,044 is estimated
to be available to fund operations if the County were to take over fire services based on the FY 2023-24 Assessor’s Values and
preliminary AB8 Calculations from Auditor’s Office.

At the time that the Board directed staff to prepare this Plan for Service, it was estimated that the ongoing annual 
cost of service including both contract cost and indirect County cost, would be approximately $1,800,000, and the 
annual General Fund support would be $498,783. Due to conditions in this Plan of Service including proposed lease 
agreements between OCSD and the County over the next 20 years, estimated impact fee revenue, and maintenance 
on fire related assets to be transferred to the County, the annual operating expense is estimated to be $1.7 million, 
and the annual General Fund support is estimated to be $310,143. 

The Plan for Service also includes a one-time transfer of assets and liabilities from OCSD to the County; assets 
estimated to be valued at approximately $2.5 million, and liabilities estimated to be valued at approximately $2.5 
million. 

6. Agency’s general statement of intent to provide services to the affected territory, indicating the agency’s
capability of providing the necessary services in a timely manner to the affected territory while being able to
serve all areas within its current boundaries and without lowering the level of service provided to areas
currently being served by the agency.

Upon LAFCo approval of OCSD’s application of divestiture of fire authority, the County intends to assume fire authority 
for the community of Oceano. The County has entered into a contract with FCFA, effective upon LAFCO approval of 
the subject divestiture, to provide fire protection services to the community of Oceano. FCFA is currently providing 
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services to Oceano, and no service level change is anticipated as a result of this Plan for Service. FCFA response time 
to Oceano is 7-11 minutes from the Arroyo Grande Station and 7-9 minutes from the Grover Beach Station.  

The Contract for services termination date is June 30, 2027, and includes two one-year options to extend. The contract 
cost is $1,706,000 each year with annual CIP increases. Other operational costs to the County include facility maintenance 
utilities and insurance. Based on revenue and expenditure estimates it is anticipated that in the first year after divestiture, 
the County General Fund support will be approximately $310,143. A summary of this Plan for Service is attached as Exhibit 
A. 

Exhibits 
A – Summary of Plan for Service 
B – OCSD Letter of Support 
C – FCFA OCSD Ongoing Liabilities agreement dated June 14, 2023 
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Assets and Liabilities (One‐Time)
Assets Value/Cost

Fire Station APN 062‐271‐023 $1,570,000

PFF Reserve $230,000

FY 2023‐24 Budgeted Sheriff Substation Maintenance  anticipated to fall to FBA $90,000

FCFA Capital Equipment Credit $61,857

FCFA Vehicle Valuation Credit $216,252

OCSD Share of FCFA FBA at exit 6/30/2023 Credit $296,662

Asset Total $2,464,772

Liabilities Value/Cost

Fire Station Minimum Maintenance $1,500,000

Deferred Sheriff Substation Maintenance  (Carpet and Paint) $90,000

FCFA Pension $861,741

Liability Total $2,451,741

Total Net (Revenue‐Liability) $13,031

Annual Operating Revenue/Expense (Ongoing)
Annual Operating Revenue

Tax Revenue (96.15%) $1,283,562

Impact Fees $3,863

CSD Rent of FS Space 20 yr. Lease with CPI (CSD to maintain portion of building) $116,147

Total Annual Revenue $1,403,572

New Annual Operating Expense

FCFA Contract (includes County indirect cost) $1,800,000

Fire Station Maintenance (Per PW) $20,000

Fire Station Insurance $7,025

Fire Station Utilities $13,316

CSD portion of Fire Station Maintenance and Utlities (based on sq. ft.) ($19,772)

Sheriff Substation Maintenance (Per PW) $17,000

Sheriff Substation 20 yr. Lease $1/year

(County to maintain building) ($123,854)

Total Annual Expense $1,713,715

Total Annual Operating (Revenue‐Expense) ($310,143)

Lease Option
Exit/Buy Out Option

OCSD option to exit Fire Station lease after 10 years, and if exercised, County has the option to purchase Sheriff Substation* for appraised land value. 

*Current appraised value of Sheriff Substation is $1.3M and current land value estimated at $800,000

Oceano Fire Divistiture Proposal 

(as of 4/8/24)

Exhibit A
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Exhibit B
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OCEANO COMMUNITY SERVICE DISTRICT’S ONGOING CAL PERS 
LIABILITIES AND RESPONSIBILITIES FOLLOWING WITHDRAWAL FROM THE 

FIVE CITIES FIRE AUTHORITY JOINT EXERCISE OF POWERS AGREEMENT 

This AGREEMENT (“Agreement”) is dated this 14th day of June, 2023, for reference 
purposes only, and is entered into by and between the Five Cities Fire Authority (“FCFA”), and the 
Oceano Community Services District (“Oceano”), which are hereinafter referred to as “Party” or 
collectively as “Parties.” This Agreement memorializes Oceano’s ongoing share of unfunded 
CalPERS liabilities, including but not limited pension/CalPERS, accrued fringe benefits, and other 
liabilities incurred from Oceano’s participation in the Five Cities Fire Authority, prior to June 30, 
2023 (“Liabilities”).   

RECITALS 

A. On June 7, 2010, the cities of Arroyo Grande and Grover Beach, and Oceano,
desirous of improving the quality and level of fire suppression and emergency medical service 
delivery within their communities through the sharing of resources and expertise, entered into a 
Joint Powers Authority Agreement (the “JPA”) and have operated as Five Cities Fire Authority 
pursuant to the terms and conditions in that agreement since that time as JPA member agencies.  
That JPA, and its First, Second and Third Amendments, are incorporated herein and attached as 
Exhibit “A” (collectively, “JPA and its Amendments”).   

B. The obligations contained within Exhibit “A” remain binding on each of the Parties,
including Oceano’s Liabilities, incurred over the time period during which each Party serves or has 
served as a JPA member agency.  

C. Under that JPA and its Amendments, the Parties have shared fire services, allowing
for cost savings and operational efficiencies in providing fire services to the public. 

D. Oceano has served as a member agency of the JPA since the inception of the FCFA
on June 7, 2010, but is exiting the JPA on June 30, 2023 due to mutually adopted provisions by 
each Party under the JPA.  

E. Specifically, and pursuant to Section 4 of the Third Amendment to the JPA, Oceano
was required to place a special sales tax measure on the 2022 primary ballot, that would enable 
Oceano to be able to fund its proportionate share of costs owed to the FCFA.   

F. As that 2022 Oceano ballot measure failed, and Oceano is unable to fund its
proportionate share of its costs owed to the FCFA, by the terms of the Third Amendment to the 
JPA, incorporated herein as Exhibit “A,” the JPA subsequently entered into a “Wind Down 
Period,” with certain ongoing obligations and Liabilities owed by Oceano before an automatic 
withdrawal from the FCFA on June 30, 2023.    

G. The Parties have now determined this Agreement is necessary to set out the
continued FCFA obligations owed by Oceano under the “Wind Down Period” incorporated by 
Exhibit “A,” and to set forth a process by which those Oceano Liabilities will be paid in full.  

Exhibit C
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H. The Parties agree that all proportionate Oceano Liabilities, as well as all debts and 
obligations owed by Oceano to the FCFA, shall remain in effect until paid in full.   

NOW, THEREFORE, for and in consideration of the mutual covenants and conditions 
hereinafter stated the Parties agree as follows: 
 

1. Recitals.  The recitals above are true and correct and are hereby incorporated into the 
terms of this Agreement as though fully set forth herein. 

2. Term.  The term of this Agreement shall commence as of the date the governing boards 
of all Parties have fully executed this Agreement and shall continue until terminated 
automatically upon the date Oceano has paid all proportionate Liabilities, as well as all debts and 
obligations owed by Oceano to the FCFA, as set herein. 

3. Oceano’s Financial Obligations. 

3.1 Nothing within this Agreement modifies Oceano’s obligations under the Five 
Cities Fire Authority Joint Powers Authority Agreement, as amended, in particular the Third 
Amendment included as Exhibit “A.” 

3.2 Oceano remains subject to all “Wind Down Period” obligations set forth within 
the JPA and its Amendments, incorporated as Exhibit “A.”  Specifically, under Section 5 of the 
Third Amendment to the JPA, Oceano’s withdrawal from the FCFA shall not absolve Oceano from 
any Liabilities arising out of Oceano’s participation in the JPA since the time the FCFA was created 
on June 7, 2010 through the date of Oceano’s withdrawal from the JPA on June 30, 2023 (“Effective 
Date Range for Liabilities”).  

3.3 Oceano warrants and agrees to pay any and all Liabilities arising out of its 
participation in the JPA over the Effective Date Range for Liabilities.  Oceano warrants and agrees 
to the FCFA’s use of the City of Arroyo Grande’s CalPERS contract for employees of the FCFA, 
effective since the inception of the JPA.  

3.4 Oceano’s share of Liabilities shall bear the same proportionate relationship to the 
whole as its annual contribution for the operation of the FCFA as set forth in Exhibit “A” over 
the Effective Date Range for Liabilities.  Oceano’s share of such Unfunded Accrued Pension 
Liability (“UAPL”) expenses shall be determined according to the same formula used by the 
FCFA to allocate such costs during the final year of the withdrawing Oceano’s membership. 

(a) Oceano’s share of Liabilities shall be reduced by (i) Oceano’s 
proportionate share of the FCFA fund balance as of June 30, 2023, and (ii) Oceano’s 
proportionate ownership share of FCFA physical assets as of June 30, 2023, which equals Two 
Hundred Seventy-Eight Thousand One Hundred Nine Dollars ($278,109). The amount of 
Oceano’s proportionate share of the FCFA fund balance as of June 30, 2023, will be determined 
by the FCFA Treasurer based on the audited financial report for Fiscal Year 2022-23.  

3.5 Actuary Report. The Parties shall agree and rely on an Actuary Report utilized 
by the FCFA to determine Oceano’s share of Liabilities.  Specifically, the Parties agree to rely on 
any Actuary Report commissioned by the FCFA that methodically determines all CalPERS-
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designated liabilities, commissioned in response to Arroyo Grande’s CalPERS contract, to 
determine the Liabilities owed by Oceano to FCFA.  Attached as Exhibit “B” is Foster & 
Foster’s Five Cities Fire Authority CalPERS Miscellaneous and Safety Plans Unfunded Liability 
Analysis (“Preliminary Actuary Report”) reflecting the Parties share of Liabilities for FCFA 
through June 30, 2021.  That Preliminary Actuary Report is presented as an example.  At that 
time FCFA completes an Actuary Report that reflects Oceano’s proportionate share of Liabilities 
over the Effective Date Range for Liabilities, through June 30, 2023 (“Final Actuary Report”), 
that Final Actuary Report will be attached, replacing the Preliminary Actuary Report, and 
incorporated herein as a revised Exhibit “B.” Any Final Actuary Report shall be used to 
determine Oceano’s owed amount over the Effective Date Range for Liabilities and shall be 
binding on the Parties for purposes of Oceano’s required payment of Liabilities under Section 
3.6.  The Final Actuary Report may be revised from time to time based on any updated 
transmittal of FCFA’s CalPERS liabilities over the Effective Date Range for Liabilities.  At the 
time a Final Actuary Report is revised as commissioned by FCFA, those revisions shall 
automatically be incorporated by reference as Exhibit “B.”    

(a) The Parties consent and agree with the formula, calculations used and 
Oceano’s agreed upon shares attributed to services rendered over the Effective Date Range for 
Liabilities, as set forth in the Actuary Report that shall be attached and incorporated herein as 
Exhibit “B,” and will be similar in analysis to the Preliminary Actuary Report.   

(b) The Parties consent and agree that Oceano’s Liabilities shall be calculated 
using the same assumptions used by CalPERS to calculate UAPL for contracting agencies with 
active contracts unless Oceano elects to pay its share of liabilities on a lump sum basis, in which 
case, the assumption used shall be the assumptions used by CalPERS to calculate UAPL for 
contracting agencies on a terminated basis.   

3.6 Payment Options.  Oceano’s Liabilities are due and payable to the FCFA based 
on one of the following two payment options, which ensures full recovery for any and all 
proportionate Oceano Liabilities incurred prior to June 30, 2023.  Failure to meet the obligations 
set forth in this Section 3.5 herein constitutes a default by Oceano.  

(a) Lump Sum.  Upon execution by the Parties of this Agreement, Oceano 
may issue a lump sum invoice payment for the Total Cost of Liabilities owed to the FCFA, as set 
forth under Section 3.3 above and subject to any Final Actuary Report incorporated as Exhibit 
“B,” within 180 days of Parties’ receipt of the Actuary Report that will be accepted by the Parties 
by the terms described herein.  

(b) Annual Payment. Upon execution by the Parties of this Agreement, 
Oceano may initiate an annual payment for the Total Cost of Liabilities, due and payable via 
invoice within sixty (60) days  of receipt of a FCFA invoice evidencing applicable CalPERS 
liabilities for any portion of the Effective Date Range of Liabilities, based on the applicable Final 
Actuary Report incorporated as Exhibit “B. Should Oceano initiate annual payments, Oceano 
reserves the right to make a future lump sum payment for the remaining Total Cost of Liabilities 
owed to the FCFA based on an Actuary Report agreeable to all Parties, due and payable via 
invoice within sixty (60) days of receipt of a FCFA invoice. 
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3.7 Default and Delinquency.  If Oceano defaults in its obligation to pay or advance 
any amounts due pursuant to this Agreement after such amounts have become delinquent, 
Oceano shall be liable to the FCFA for interest on any unpaid amount at the rate of 10% per 
annum, or the maximum rate allowed by law if it is less than 10% per annum, until the overdue 
invoice amount is paid in full.   

4. Indemnification. The Parties shall indemnify, defend and hold harmless the other 
Parties’ members, officers, directors, employees and agents from and against any and all 
liability, loss, damages, expenses, costs (including, without limitations, costs and fees of 
litigation or arbitration) of every nature, arising out of any act or omission related to this 
Agreement.   

5. Conflict Resolution.  The Parties agree that any and all disputes, claims or controversies 
between the Parties arising out of or relating to performance of this Agreement, shall be resolved 
pursuant to the conflict resolution provisions as follows: 

5.1 The Parties shall first meet and attempt in good faith to negotiate and resolve any 
dispute arising out of or relating to this Agreement, subject to subsequent approval of any such 
resolution by the respective governing boards of the Parties.   

5.2 If the matter cannot be resolved, then the Parties agree that the matter shall be 
submitted to mediation within a reasonable period of time after receipt of a written request from 
one Party requesting such mediation.  The Parties shall cooperate with one another in selecting a 
mediator and in scheduling the mediation proceedings.  Should the Parties be unable to agree 
upon a mediator, they shall agree upon a mediation service and shall have that service select a 
mediator for them. The Parties agree that they shall participate in the mediation in good faith and 
that they will share equally in the costs of mediation.  All offers, promises, conduct and 
statements, whether oral or written, made in the course of the mediation by any of the Parties, 
their agents, employees, experts and attorneys, and by the mediator or any employees of the 
mediator, are confidential, privileged and inadmissible for any purpose, including impeachment, 
in any litigation or other proceeding involving the Parties, provided that evidence that is 
otherwise admissible or discoverable shall not be rendered inadmissible or non-discoverable as a 
result of its use in the mediation.  

5.3 If the matter is not resolved by negotiation, then the Parties may submit the matter 
to binding or non-binding arbitration, but only if the Parties agree to submit the particular 
controversy to arbitration.  No Party shall have a right to submit any controversy to arbitration 
without the other Parties’ consent. 

6. General Provisions. 

6.1 Construction and Interpretation.  It is agreed and acknowledged by the Parties 
that this Agreement has been arrived at through negotiation, and that each Party has had a full 
and fair opportunity to revise the terms of this Agreement. Consequently, the normal rule of 
construction that any ambiguities are to be resolved against the drafting Party shall not apply in 
construing or interpreting this Agreement. 
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6.2 Waiver.  The waiver at any time by any Party of its rights with respect to a 
default or other matter arising in connection with this Agreement shall not be deemed a waiver 
with respect to any subsequent default or matter. 

6.3 Remedies Not Exclusive.  The remedies provided in this Agreement are 
cumulative and not exclusive, and are in addition to any other remedies that may be provided by 
law or equity.  The exercise by any Party of any remedy under this Agreement shall be without 
prejudice to the enforcement of any other remedy. 

6.4 Severability.  The invalidity, illegality or unenforceability of any provision of 
this Agreement shall not render the other provisions unenforceable, invalid or illegal. 

6.5 Successors and Assigns.  Except as otherwise provided by law, the rights and 
duties of the Parties under this Agreement shall not be assigned or delegated without the prior 
written consent of the other Parties.  Any attempt to assign or delegate such rights or duties in 
contravention of this Agreement shall be null and void.  

6.6 No Third Member Agency Beneficiaries.  This Agreement shall not be 
construed to create any third party beneficiaries.  This Agreement is for the sole benefit of the 
Parties, and their permitted successors, transferees and assignees, and no other person or entity 
shall be entitled to rely upon or receive any benefit from this Agreement or any of its terms. 

6.7 Amendment.  This Agreement may be modified or amended only by a 
subsequent written agreement approved by the governing board of each Party, and executed by 
each Party pursuant to the terms and conditions of this Agreement. 

6.8 Governing Law and Venue.  Except as otherwise required by law, this 
Agreement shall be interpreted, governed by, and construed under the laws of the State of 
California.  The County of San Luis Obispo shall be the venue for any litigation concerning the 
enforcement or construction of this Agreement. 

6.9 Attorney Fees.  In the event any legal action is brought to enforce or construe this 
Agreement, the prevailing party shall be entitled to an award of reasonable attorney fees, expert 
witness and consulting fees, litigation costs and costs of suit. 

6.10 Notice.  Any notice, demand, invoice or other communication required or 
permitted to be given under this Agreement shall be in writing and either served personally or 
sent by prepaid, first class U.S. mail to the Agency Clerk and Agency Attorney of each Party.  

Any notice or other communication served by personal delivery shall be deemed received when 
actually delivered.  Any notice or other communication shall be deemed as received three days 
after deposit in United States mail, postage prepaid, return receipt requested. 

6.11 Counterparts.  This Agreement may be executed by the Member Agencies in 
separate counterparts, each of which when so executed and delivered shall be an original, but all 
such counterparts shall together constitute but one and the same instrument. 
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Exhibits: 

1. Exhibit “A” – Five Cities Fire Authorities Joint Powers Authority Agreement and 
Amendments  

2. Exhibit “B” – Actuary Report of Five Cities Fire Authority Unfunded Accrued 
Pension Liability 

[signature page follows] 
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IN WITNESS WHEREOF, the Parties hereto have executed this Agreement as of the 
date last executed as set forth below. 

 
 
FIRE CITIES FIRE AUTHORITY 
 
 
By  
     Authority Chair  
 
Dated    
 

ATTEST: 
 
By  
 Authority Clerk 
 
 
APPROVED AS TO FORM: 
 
 
   
 Authority Attorney 
 
 City Attorney 
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Exhibit “A” – Five Cities Fire Authorities Joint Powers Authority Agreement and 
Amendments 
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THIRD AMENDMENT TO FIVE CITIES FIRE AUTHORITY  
JOINT EXERCISE OF POWERS AGREEMENT 

 
This Third Amendment to the Five Cities Fire Authority (“FCFA”) Joint Exercise of 

Powers Agreement, dated June 7, 2010 (“JPA”) (“Third Amendment”), is made and entered into 
as of July 1, 2020, by and between the cities of Arroyo Grande and Grover Beach, and the 
Oceano Community Services District (“Oceano”), which are hereinafter referred to as “Party” 
and “Parties.”  
 
WHEREAS, on June 7, 2010, the Parties entered into a JPA pursuant to Section 6500 et seq. of 
Chapter 5 of Division 7 of Title 1 of the Government Code of the State of California, for the 
purpose of allowing the Parties to share a combined fire department in order to provide efficient 
and economical fire protection services; and 
 
WHEREAS, in or about May of 2018, the Parties executed a Memorandum of Agreement 
Amending the FCFA JPA (“First Amendment”) in order to provide an opportunity for the Parties 
to meet and confer for the purpose of considering amendments to the JPA including, but not 
limited to, modifications to the funding formula contained in Exhibit B of the JPA (“Funding 
Formula”), the provisions regarding member withdrawal, and future staffing levels beyond Fiscal 
Year 2018/19; and 
 
WHEREAS, the First Amendment required the Parties to agree upon amendments to the JPA by 
April 1, 2019 or the JPA would terminate as of December 31, 2019; and 
 
WHEREAS, in March of 2019, the Parties executed an extension of the First Amendment, 
which extended the time for the Parties to mutually agree upon JPA Amendments to October 1, 
2019; and 
 
WHEREAS, the Parties executed the Second Amendment to the JPA as of July 1, 2019 which 
required Oceano to undertake the legally required procedures to place a special tax on the March 
2020 ballot in accordance with Government Code Section 61121; and 
 
WHEREAS, Oceano did undertake the legally required procedures to place a special tax on the 
March 2020 ballot which resulted in ballot Measure A-20 falling short of passage by 10 votes 
(66.1% compared to the required 66.67%); and 
 
WHEREAS, the possibility of a citizen’s initiative to place a special tax measure on the 
November 2020 ballot was prevented by the COVID-19 pandemic and related statewide shelter 
at home order; and 
 
WHEREAS, the economic situation of all Parties has drastically changed due to the COVID-19 
pandemic and related statewide shelter at home order; and 
 
WHEREAS, the Parties recognize it is in the economic best interests of all Parties to allow 
additional time for the community of Oceano to place another special tax measure on the ballot; 
and 
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WHEREAS, the parties have met in good faith and now desire to amend the JPA. 
 
NOW THEREFORE, in consideration of the mutual covenants and conditions set forth herein, 
the Parties agree as follows: 
 

1. Recitals. The above recitals are true and correct and incorporated herein. 
 
 

2. Fiscal Year 2020/21 and 2021/22. Each Parties’ contributions for funding the Fiscal 
Year 2020/21 and 2021/22 FCFA Budget shall be: 

 
A. City of Arroyo Grande   $2,580,955

 45.01%______________ 
B. City of Grover Beach    $2,015,115

 35.14%______________ 
C. Oceano Community Services District  $1,138,148

 19.85%______________ 
D. The Fire Chief will make every effort to maintain a flat budget through the fiscal 

years that the funding contributions set forth in this Section 2 apply.  The Parties 
acknowledge that use of Fund Balance may be necessary to offset unanticipated 
or increased costs. In the event of significant emergency costs or purchases 
necessary during the fiscal years during which this Section 2 applies, the Parties 
will consider contributing additional funding, subject to FCFA Board budgetary 
approval.  It is acknowledged that any such additional contributions may require 
the approval of the governing body of one or more Party. 

 
3. Funding Formula.  

 
A. The Funding Formula contained in Attachment 1 to the Second Amendment to the 

JPA is hereby amended and replaced in its entirety as set forth in Attachment 1 to 
this Amendment. All references in the JPA to  Attachment 1 shall refer to 
Attachment 1 of the Third Amendment.  

 
B. The funding contributions specified in Section 2 were determined using a 

transitional formula that modified component 3 of the Funding Formula related to 
fire stations to reflect current staffing levels. The funding contributions specified 
in Section 2 will be used for Fiscal Years 2020/21 and 2021/22 and possibly 
Fiscal Year 2022/23 as provided in Section 4B.  

 
C. The Funding Formula will be reviewed by the Jurisdiction every three years in the 

month of January, commencing 2024. 
 

4. Ballot Measure.  
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A. Oceano agrees to undertake the legally required procedures to place a special tax 
on the 2022 primary ballot in accordance with Government Code Section 61121 
or Elections Code 9300-9323. Oceano will seek a special tax amount sufficient to 
enable Oceano to be able to fund its share of the Funding Formula taking into 
account the priorities of the Strategic Plan as determined by the Five Cities Fire 
Authority Board of Directors.  
 

B. If the Oceano ballot measure does not pass and Oceano is unable to fund its share 
of the Funding Formula, by operation of this Third Amendment and subject to the 
Wind Down Period (identified below), Oceano will automatically and without 
further action cease to be a member of the JPA on June 30, 2023. The time 
between when the County Clerk Recorder concludes that the  Oceano ballot 
measure has failed and June 30, 2023 will be known as the “Wind Down Period.” 
Oceano agrees that should it no longer be a member agency of the FCFA, the 
cities of Arroyo Grande and Grover Beach may continue to operate under the 
trademark name of Five Cities Fire Authority with no further rights of Oceano to 
that name.  Should the ballot measure fail, the funding obligations set forth in 
Section 2 above for the Fiscal Year 2021/2022 FCFA Budget, shall be the same in 
Fiscal Year 2022/2023. 

 
C. If the Oceano ballot measure passes, the Funding Formula set forth in Attachment 

1 of the Third Amendment shall apply beginning in Fiscal Year 2022/23. 
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5. Wind Down Period.  
 
A. During the Wind Down Period, the Parties shall establish the distribution of assets 

currently owned and/or in the possession of the JPA, including but not limited to 
major pieces of apparatus and capital equipment. 

 
B. During the Wind Down Period, the Parties will establish the obligations of the 

Parties to pay future obligations that were incurred by the FCFA prior to June 30, 
2022, including, but not limited to the following:  

 
a. Lease payments on Engine 2 and 3; however, the Parties mutually agree and 

understand that as a result of the dissociation and/or withdrawal of Oceano or 
any other Party, no Party will be obligated for future payment lease 
obligations for any Engine that does not remain in the custody, control, and 
possession of that Jurisdiction. 

b. Withdrawal and/or dissociation of Oceano or any other Party shall not absolve 
such Party of liabilities arising out of the participation in the JPA incurred in 
the ordinary course of business.  The Parties mutually agree and understand 
that as a result of the dissociation and/or withdrawal of Oceano or any other 
Party, all Parties will remain obligated to pay future FCFA employment 
related obligations incurred prior to June 30, 2023, including but not limited to 
pension/PERS, accrued fringe benefits etc.   

c.  During the Wind Down period, the FCFA will perform an unfunded actuarial 
accrued liability analysis to calculate Oceano or any other dissociating and/or 
withdrawing Parties’ share of unfunded PERS liability, which will be due to 
the remaining JPA Parties or the City of Arroyo Grande should the JPA be 
dissolved. 

d.  During the Wind Down Period, the Parties will meet and confer in good faith 
in regard to the distribution of assets and liabilities as follows: 

a. A determination as to the distribution of equipment and physical assets 
by October 1, 2022 (effective June 30, 2023). 

b. An estimate as to the distribution of debt, employment liability, 
pension/PERS and other post-employment obligations by February 1, 
2023 (effective June 30, 2023). 

c. An estimate as to the distribution of all other assets by March 1, 2023 
(effective June 30, 2023). 

e. The parties mutually agree and understand that any liability related to 
unresolved claims or litigation existing prior to June 30, 2023 will remain the 
obligation of all Parties whether remaining members of the FCFA or not. 

f. Prior to October 1, 2023, the Parties shall complete a post-dissociation 
reconciliation of all assets and liabilities incurred prior to June 30, 2023.  Any 
party owing funds shall pay such funds to the other immediately upon 
determination.  The parties agree to cooperate in completing this post closing 
reconciliation.   
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6. Effect of Amendment. All other provisions of the JPA shall remain unchanged and 
in full force and affect. To the extent there is inconsistency between this Amendment 
and the JPA, the terms of this Amendment shall control, including but not limited to 
JPA Sections 6.B, 8.B(3), and 17. 

 
7. Counterparts. This Amendment may be executed in any number of counterparts and 

by the Parties hereto in separate counterparts, each of which when so executed shall 
be deemed to be an original and all of which taken together shall constitute one and 
the same agreement. 

 
8. Severability. If any part of this Amendment is found to be in conflict with applicable 

laws, that part will be inoperative, null and void insofar as it is in conflict with any 
applicable laws, but the remainder of the Amendment will remain in full force and 
effect. 
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IN WITNESS WHEREOF, the Parties hereto have caused this Amendment to be executed by 
their proper officers hereunto duly authorized. 

CITY OF ARROYO GRANDE 

Tim C el, City Attorney 

CITY OF GROVER BEACH 

Jeff Lee, Mayor 

ATTEST: 

Wendi Sims, City Clerk 

APPROVED AS TO FORM: 

David Hale, City Attorney 

OCEANO COMMUNITY SERVICES DISTRICT 

Linda Austin, President 

ATTEST: 

By: 

APPROVED AS TO FORM: 

Jeff Minnery, District Counsel 

6 
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ATTACHMENT 1 
 

FUNDING FORMULA 
 

Should the ballot measure pass, effective July 1, 2022, the Parties shall bear the costs of the Five 
Cities Fire Authority according to the following formula, to be calculated every three years when 
the budget is prepared.  If the ballot measure fails, the funding will be in accordance with Section 
4.B of this Third Amendment. 
 

1. 33.33% of costs shall be assessed among the Parties in proportion to the population of 
each Jurisdiction as most recently determined by the U.S. Census and any intervening 
estimates prepared by the California Department of Finance when the Fire Chief prepares 
each annual budget. 

 
2. 33.33% of costs shall be assessed among the Parties in proportion to the number of 

annual service calls, calculated on a three-year rolling average in each Jurisdiction as 
most recently determined when the Fire Chief prepares each annual budget. 
 

3. 33.33% of costs shall be assessed among the Parties in proportion to the number of fire 
stations and personnel located in each Jurisdiction.  
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Exhibit “B” – Actuary Report of Five Cities Fire Authority Unfunded Accrued Pension 
Liability 
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411 Borel Avenue, Suite 620 San Mateo, CA 94402 ꞏ (650) 377-1600 ꞏ www.foster-foster.com 

 

ACTUARIAL CERTIFICATION 
 

This report presents our analysis of the actuarial liability for benefits provided to employees of Five 
Cities Fire Authority’s (“FCFA”) under CalPERS Miscellaneous and Safety Plans (“Plans”) 
maintained by the City of Arroyo Grande (“City”).  
 
The purpose of this analysis is to determine the Unfunded Actuarial Accrued Liability as of  
June 30, 2021 that is attributable to FCFA, and the portion attributable to the City.  This report 
contains actuarial calculations for the purpose of assisting the Five Cities Fire Authority management. 
The calculations are not appropriate for any other purposes. 
 
Future calculations may differ significantly if the Plans’ experience differs from our assumptions or if 
there are changes in plan design, actuarial methods or actuarial assumptions.  The project scope did 
not include an analysis of this potential variation.  
 
The calculations are based on census data and plan provisions provided by the City of Arroyo Grande 
and CalPERS June 30, 2013 through 2021 actuarial valuation reports and on our understanding of the 
benefit provisions, actuarial reports and benefit summaries prepared by CalPERS, and on the 
methodology detailed in this report.  Alternative methods could produce different results.  The project 
scope did not include alternate analyses.  
 

As a member of the American Academy of Actuaries meeting the Academy Qualification Standards, I 
certify the actuarial results and opinions herein. 

 

Respectfully submitted, 

 
 
 
 
 
 

 
 

 

 

Mary Elizabeth Redding, FSA, MAAA, EA 
Senior Consulting Actuary 
Foster & Foster, Inc. 
January 5, 2023  
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SECTION 1 
SUMMARY OF RESULTS 

 

 

CalPERS Unfunded Liability Analysis Page 3  

Summary 
Our calculations have determined that the CalPERS Unfunded Actuarial Liability 
attributable to FCFA employees is $176,223 at June 30, 2021 on the ongoing basis used 
by CalPERS to calculate required contributions.   
 
If the Plans had been terminated June 30, 2021 or if FCFA had withdrawn from the 
CalPERS system on that date, the estimated unfunded termination liability owed to 
CalPERS for FCFA members would have been approximately $8.0 million. 
 
Our calculations also determined that since FCFA’s inception through June 30, 2022, 
without adjustment for interest, FCFA has paid $982,169, to CalPERS for benefits 
attributable to the City of Arroyo Grande, and the City has paid $94,768 for benefits 
attributable to FCFA service.  The net of these two amounts, without considering interest, 
is $887,401. 
 
FCFA Unfunded CalPERS Liability at June 30, 2021 
The report details the calculation of FCFA’s CalPERS unfunded actuarial accrued liability 
as of June 30, 2021 and presents the calculation methodologies used.  Following is a 
summary of our calculation results. 

 
FCFA - CalPERS Unfunded Actuarial Liability 

June 30, 2021 
 

Ongoing Basis, 6.8% Discount Rate 

 
Fire Safety 
Classic Tier 

Fire Safety 
PEPRA 

Miscellaneous 
Classic Tier 1 

 
Total 

 Actuarial Accrued 
Liability (AAL) $7,305,908 $ 602,691 $ 310,095 $ 8,218,694 

 Allocated Assets  7,161,156 645,706 235,609 8,042,471 

 Unfunded AAL 
(UAAL) $   144,752 $ (43,015) $ 74,486 $   176,223 

Sample Plan Termination Basis, 2.25% Discount Rate 

 Unfunded AAL 
(UAAL) $ 7,268,114 $ 397,800 $ 323,414 $ 7,989,328 

 
.
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SECTION 2 
PURPOSE AND METHODOLOGY 

 

 

CalPERS Unfunded Liability Analysis Page 4  

The purpose of this study is to (1) determine the unfunded actuarial accrued liability 
(“UAAL”) for the CalPERS pension benefits for current and past employees and retirees 
of the Five Cities Fire Authority (“FCFA”) and (2) determine the amount of any CalPERS 
contributions paid by the City or FCFA that should have been paid by the other party. 
Since the CalPERS Fire Safety Classic and the Miscellaneous Classic tiers have members 
with service for the City of Arroyo Grande (“City”) and FCFA, this study involves 
allocating the UAAL of those tiers between the City and FCFA 
 
Background 
FCFA was formed in July 2010 as a Joint Powers Authority between the Cities of Arroyo 
Grande and Grover Beach, and the Oceano Community Services District (“Oceano 
CSD”). FCFA became the employer for fire safety personnel previously employed by its 
member agencies. The City of Grover Beach and Oceano CSD retained the CalPERS 
liabilities for past service of their employees. No new CalPERS plan was created for 
FCFA and instead all FCFA employees have been covered under the City of Arroyo 
Grande’s CalPERS pension plans. As a result, the City’s CalPERS plans include liabilities 
for employees and retirees of the City and of FCFA. We understand that since it was 
formed, FCFA has paid the full costs of the City’s Fire Safety CalPERS plans and the 
City has paid the full costs of the Miscellaneous plans. 
 
Actuarial Accrued Liability (AAL) 
The City’s Fire Safety Classic tier (3.0%@55) has members with both City and FCFA 
service.  Members of the PEPRA Fire Safety tier (2.7%@57) have entirely FCFA service.   
We calculated the actuarial accrued liability (AAL) for each person in the Fire Safety 
Classic tier, mirroring CalPERS actuarial valuation methods and assumptions.  Our 
valuation came within 2% of CalPERS’ published results.  We allocated the difference for 
each status group among members of that status group based on our calculated AAL. 
Because CalPERS pension benefits are earned for each year of service, we next allocated 
each member’s AAL between the City and FCFA based on each member’s past service.  
The AAL was then totaled for the City and FCFA. 
 
Since inception of FCFA, there has been one non-Safety FCFA position filled by 
employees who are members of the City’s Classic Miscellaneous plan.  We estimated the 
AAL for the current employee based on an actuarial valuation of their benefits following 
CalPERS actuarial methods and assumptions.  We did not replicate the CalPERS 
valuation for the entire tier, as we did for the Safety group. 
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SECTION 2 
PURPOSE AND METHODOLOGY 

 

 

CalPERS Unfunded Liability Analysis Page 5  

Unfunded Actuarial Accrued Liability (UAAL) and Assets 
Because the plans are in CalPERS risk pool, the plans’ normal cost is not equal to the 
sum of the individually calculated normal costs; instead, it is calculated by CalPERS on a 
pooled basis and is the same for all plans in the risk pool with the same benefit formula. 
 
The UAAL is not calculated directly for plans in the CalPERS risk pool, and plan assets 
are also not recorded and maintained separately for each risk pool plan.  Instead, 
beginning with the June 30, 2013 actuarial valuations, CalPERS has allocated actuarial 
and investment gains and losses to each plan to determine the each plans’ UAAL, and 
then assigned assets to each plan as the difference between the AAL and the UAAL.  We 
followed CalPERS procedures, detailed in Section 11 of this report, to allocate the Fire 
Safety Classic UAAL between the City and FCFA. 
 
AAL Allocation Methodology – Fire Safety Classic Tier  
To determine the AAL for the City and FCFA at each year, we began with CalPERS 
6/30/2011 actuarial valuations.  We projected the AAL forward as follows: 
 The 6/30/2011 AAL was allocated entirely to the City.  It was projected forward 

taking into account interest, benefits paid and the impact of actuarial assumption 
changes. 

 FCFA had no initial AAL.  Its AAL was projected forward from 6/30/2011 taking 
into account interest, benefits paid, the impact of actuarial assumption changes plus 
the entire plan normal cost  

 Benefit payments in each year were determined by beginning with retirees as of June 
30, 2019 and projecting their benefits backward and forward, taking into account 
retirement dates and actual cost of living adjustments, and then pro-rating the benefits 
between the City and FCFA based on service at retirement.  

 Differences between the projected total AAL of City and FCFA and CalPERS 
published AAL in each year were allocated between City and FCFA using our 
professional judgement, in general, reflecting the reduction in the number of initial 
retirees in the first few years, and the inherent difference between normal costs 
calculated on a pooled basis and the plan members’ actual AAL. 

 
Based on census data as of June 30, 2019, 2020, and 2021 and CalPERS actuarial 
methods and assumptions, we performed actuarial valuations as of June 30, 2019, 2020, 
and 2021 and allocated the resulting AAL between City and FCFA based on each 
members’ service to each valuation date. 
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SECTION 2 
PURPOSE AND METHODOLOGY 

 

 

CalPERS Unfunded Liability Analysis Page 6  

UAAL Allocation Methodology – Fire Safety Classic Tier 
Beginning from June 30, 2013, the Fire Safety Classic Tier UAAL at each valuation date 
was allocated between the City and FCFA following CalPERS methodology detailed in 
Section 11, based on the AAL for each group at each valuation date and on the 
outstanding amounts of previously allocated UAAL.  In our opinion, this produces the 
same results as would have occurred if the plan had been split between groups at 
inception.  
 
UAAL Allocation Methodology – Fire Safety PEPRA Tier 
Since all members of this plan are FCFA employees, no allocation is needed. 
 
UAAL Allocation Methodology – Miscellaneous Classic Tier 1 
Because our calculated AAL for the current FCFA employee in the Miscellaneous Classic 
Tier 1 plan is less than 1% of the total plan AAL, we believe that projection of historical 
AALs and then following CalPERS risk pool UAAL allocation methodology would 
likely not produce accurate results.  Instead, we assumed FCFA’s portion of the plan was 
the same percentage funded as the total plan. 
 
Estimated Plan Termination UAAL 
The actuarial liabilities and contributions calculated in CalPERS funding valuations are 
on an ongoing plan basis.  This means that employees will continue earning benefits in 
the future, new agency employees will become CalPERS members, and CalPERS can 
adjust required future contributions as needed to fund those benefits. 
 
When a public agency leaves CalPERS (“terminates”), CalPERS agrees to pay all 
accrued benefits for all plan members, whether currently active, terminated, or retired.  
CalPERS also agrees that following termination, the agency will not be obligated to make 
any future payments to CalPERS. Therefore, CalPERS changes the basis used to 
calculate the actuarial liabilities to ensure that it has sufficient funds to pay benefits under 
any circumstances.  In particular, liabilities are increased to allow for future mortality 
improvement and are calculated using a discount rate estimated as the yield on 20-year 
Treasury bonds. 
 
To illustrate the UAAL on a plan termination basis, we have estimated the liability using 
the higher of the two termination discount rates in CalPERS June 30, 2021 actuarial 
valuation report, 2.25%, as well as a recent 20 year Treasury bond yield, 4.38% as of 
October 28, 2022.1 

 
1 https://home.treasury.gov/resource-center/data-chart-center/interest-

rates/TextView?type=daily_treasury_long_term_rate&field_tdr_date_value_month=202210 
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SECTION 3 
FIRE SAFETY CLASSIC TIER UAAL ANALYSIS 

 

CalPERS Unfunded Liability Analysis Page 7  

As described above, we performed an actuarial valuation as of June 30, 2021 to 
determine the actuarial accrued liability (AAL) attributable to the City and to FCFA.  The 
AAL was allocated to the City or FCFA based on the member’s period of service for each 
entity.   
 
The allocated assets at June 30, 2021 were determined by following CalPERS current risk 
pool methodology beginning with its inception as of June 30, 2013.  Details of the 
calculation are in section 11. 
 
A breakdown of our actuarial valuation results for the Fire Safety Classic tier by status as 
of June 30, 2021 is as follows: 

 
Fire Safety Classic Tier UAAL 

June 30, 2021 
 

 City FCFA Total 
AAL: 
 Active employees $ 679,691 10% $ 6,097,006 90% $  6,776,697 
 Inactives 583,427 51% 550,477 49% 1,133,904 
 Retirees 2,305,272 78% 658,425 22% 2,963,698 
 Total  3,568,391 33% 7,305,908 67% 10,874,299 

 Allocated assets 2,720,564  7,161,156  9,881,720 

 UAAL 847,827  144,752  992,579 
 
We note that the FCFA portion of the plan has a higher funded ratio (98%) than the 
City’s portion (76%).  This result is expected.  The FCFA portion of the plan began with 
all employees treated as new hires on July 1, 2010, and all past service and retiree benefit 
liabilities, as well as the unfunded liability remaining from asset losses incurred during 
the 2008-2009 Great Recession, remaining with the City.  Given this “clean slate” 
beginning, the FCFA plan was able to maintain a funded status at close to 100% by 
paying each year’s normal costs.  This result is similar to most CalPERS PEPRA plans, 
which cover only new employees hired in 2013 or later.   
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SECTION 4 
MISCELLANEOUS CLASSIC TIER 1 UAAL ANALYSIS 

 

CalPERS Unfunded Liability Analysis Page 8  

The following table shows the allocation of the UAAL for Miscellaneous Classic Tier 1 
at June 30, 2021.  The actuarial accrued liability for the current Miscellaneous FCFA 
employee was calculated from our actuarial valuation as of June 30, 2021. We have 
ignored any possible AAL for previous Miscellaneous employees who worked only a 
short time for FCFA.  

 

Miscellaneous Classic Tier 1 UAAL 
June 30, 2021 

 

 FCFA 
Employee City Total  

 Actuarial Accrued Liability  $ 310,095* $ 43,948,774 $ 44,258,869 

 Percent of total 0.70% 99.30% 100.00% 

 Assets allocated in proportion to AAL 235,609 33,392,126 33,627,735 

 UAAL allocated in proportion to AAL 74,486 10,556,648 10,631,134 

 Funded status 76.0% 76.0% 76.0% 
 

* Calculated by Foster & Foster
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SECTION 5 
FIRE SAFETY PEPRA UAAL ANALYSIS 

 

CalPERS Unfunded Liability Analysis Page 9  

Since all members of the Fire Safety PEPRA plan are and have always been FCFA 
employees, no allocation is required and the entire actuarial liability is allocated to 
FCFA. 

Fire Safety PEPRA UAAL 
June 30, 2021 

 

  Total  

 Actuarial Accrued Liability $  602,691 

 Assets 645,706 

 UAAL/(Overfunded AAL)  (43,015) 

 Funded status 107.1% 
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SECTION 6 
PLAN TERMINATION ANALYSIS 

 

CalPERS Unfunded Liability Analysis Page 10  

The following tables present details of our estimation of FCFA’s liability on a plan 
termination basis.  This represents the actuarial liability on the basis CalPERS would use 
if an agency were leaving CalPERS.  In that situation, CalPERS would retain the 
obligation to make all future payments of benefits accrued to date, and CalPERS would 
invest the plan assets very conservatively as the terminating agency would have no 
obligation to make any future payments to CalPERS. 
 

The June 30, 2021 termination basis shown below is the lower of the two liability options 
(based on the higher of the two discount rates) presented as an estimate in CalPERS 
valuation report.  It includes a 5% liability load for contingencies. 
 

We understand that interest rates in general have risen since June 30, 2021.  4.38% is a 
recent 20 year Treasury bond rate: it is an estimate of the rate that could actually be used 
for termination.  However, the AAL is as of June 30, 2021 and has not been increased for 
benefit accruals or other changes since then.   
 
To estimate FCFA’s termination liability for each plan, we allocated the published 
termination liability for the entire plan on the Ongoing Plan Basis AALs, allocated 
between FCFA and the City as described earlier in this report.  This is a reasonable 
estimate for illustrative purposes. However, an actual calculation would likely show a 
higher percentage increase between the ongoing and termination basis for the FCFA 
portion of the plan than would the City’s portion of the plan.  This is because much of the 
liabilities in the City’s portion of the plan are for retirees, and, due to their shorter life 
expectancies, their liabilities are less impacted by a change in the discount rate.   
 

Fire Safety Classic Tier  

 

Ongoing Plan 
Basis at 

June 30, 2021 

Termination  
Basis at 

June 30, 2021 

Estimated June 30, 2021 
Termination Liability at 
Recent Treasury Rate 

 Discount Rate 6.8% 2.25% 4.38% 

 Total AAL $10,874,299 $21,476,892 $16,513,480 

 FCFA AAL 7,305,908 14,429,270 11,094,597 

 FCFA Assets 7,161,156 7,161,156  
 FCFA UAAL 144,752 7,268,114  
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Miscellaneous Classic Tier 1 

 

Ongoing Plan 
Basis at June 

30, 2021 

Termination  
Basis at  

June 30, 2021 

Estimated June 30, 2021 
Termination Liability at 

Recent Treasury Rate 

 Discount Rate 6.8% 2.25% 4.38% 

 Total AAL $44,258,869 $79,787,584 $64,191,410 

 FCFA AAL 310,095 559,023 449,340 

 FCFA Assets 235,609 235,609  
 FCFA UAAL 74,486 323,414  

 
Fire Safety PEPRA 

 

Ongoing Plan 
Basis at  

June 30, 2021 

Termination  
Basis at  

June 30, 2021 

Estimated June 30, 2021 
Termination Liability at 
Recent Treasury Rate 

 Discount Rate 6.8% 2.25% 4.38% 

 FCFA AAL $ 602,691 $ 1,043,506 $ 837,146 

 FCFA Assets 645,706 645,706  
 FCFA UAAL (43,015) 397,800 

 

 
Total FCFA Termination Basis Estimated Unfunded Liability 

 

Ongoing Plan  
Basis at  

June 30, 2021 

Termination  
Basis at  

June 30, 2021 

 Discount Rate 6.8% 2.25% 

 Fire Safety Classic $ 144,752 $ 7,268,114 

 Miscellaneous Classic 74,486 323,414 

 Fire Safety PEPRA (43,015) 397,800 

 Total Estimated UAAL 176,223 7,989,328 
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Fire Safety Classic Tier  
Since FCFA’s inception, all of the active employees in this tier have been FCFA employees.  Therefore, the normal cost should have 
been, and was, paid by FCFA. However, the City retained the liability for benefits earned for service with the City before FCFA’s 
inception and so both the City and FCFA should pay a portion of the UAAL payment. Below, we have allocated the UAAL payment 
for each payment year beginning with FY 2015-16 in accordance with the allocation of the outstanding UAAL bases for the year, as 
described previously and detailed in Section 11.   
 
The required UAAL payment in fiscal years 2010-11, 2011-12, and 2012-13 were based on the actuarial valuations as of June 30, 
2008, 2009, and 2010 respectively.  Since FCFA did not exist at those dates, the entire UAAL payment related to service for the City.  
We calculated the UAAL payment as the total CalPERS payment reported in FCFA’s financial statements minus the employer and 
employer-paid member normal costs for each year. 
 
The UAAL payment for FY 2013-14 was based on the June 30, 2011 actuarial valuation.  Any FCFA UAAL would have been 
minimal and we have estimated it as $0.  
 
No amortization base schedule is available for fiscal year 2014-15, which is based on the June 30, 2012 actuarial valuation.  That 
information was not provided by CalPERS prior to its methodology change at June 30, 2013.  We have allocated the UAAL payment 
for FY 2014-15 in proportion to the allocated AAL on the associated June 30, 2012 valuation date. 
 
Schedule of Allocated Fire Safety Classic Tier UAAL Payments  
 

Valuation 
Date 6/30/08 6/30/09 6/30/10 6/30/11 6/30/12 6/30/13 6/30/14 6/30/15 6/30/16 6/30/17 6/30/18 6/30/19  
Payment 
Year 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 Total 

City $57,451 $89,161 $145,532 $101,196 $113,017 $40,827 $46,730 $54,803 $65,912 $78,412 $88,209 $100,919 $982,169 

FCFA 0 0 0 0 13,745 11,037 12,470 15,550 22,122 29,352 38,701 52,016 194,993 

Total 57,451 89,161 145,532 101,196 126,762 51,864 59,200 70,353 88,034 107,764 126,910 152,935 1,177,162 
 
In total, we calculate, without considering timing or interest, that between July 1, 2010 and June 30, 2022, FCFA has paid $982,169 in 
CalPERS Fire Safety Classic costs that should have been paid by the City.  
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Miscellaneous Classic Tier 1 
Since FCFA’s inception, FCFA has had one position filled sequentially by employees who are members of the City’s Miscellaneous 
Classic (Tier 1 and Tier 2) plans.  The current employee has filled that position since FY2013-14.   The normal cost for these 
employees should have been paid by FCFA. However, the City retained the liability for benefits earned for service with the City, so 
both the City and FCFA should pay a portion of the UAAL payment.  
 
Normal cost for each year is calculated as covered FCFA earnings multiplied by the Tier 1 or Tier 2 employer normal cost rate for the 
year. We have included the required employer normal cost only.  If the City also pays the required member contribution for these 
Classic Miscellaneous employees, the normal cost shown below would approximately double. 
 
Rather than replicating CalPERS actuarial valuation for all Miscellaneous Classic members, we calculated the AAL for the current 
employee.  For simplicity, since the current Miscellaneous employee has 0.70% of the Miscellaneous Classic Tier 1 AAL as of June 
30, 2021, we allocated 0.70% of the 2023-242 fiscal year’s $1,072,588 UAAL payment to FCFA, or $7,508.  
 
For past years, we believe no significant Miscellaneous UAAL would have been present until the June 30, 2015 actuarial valuation, 
and no UAAL payment would have been due until the 2017-18 fiscal year.  The payment would have been very small in the first year 
and grown over the 7 years to the $7,508 for FY 2023-24.  Because these amounts are small, we have used a straight-line interpolation 
to estimate the UAAL payments for fiscal years 2017-18 through 2021-22.  
 
In total, we calculate, without considering timing or interest, that between July 1, 2010 and June 30, 2022, the City has paid $94,768 in 
CalPERS Miscellaneous costs that should have been paid by FCFA. 
  

 
2 CalPERS’ June 30, 2021 actuarial valuation calculated the UAAL payments due in fiscal year 2023-24. 
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Schedule of Allocated Miscellaneous Classic Tier 1 CalPERS Payments  
 

Valuation 
Date 6/30/08 6/30/09 6/30/10 6/30/11 6/30/12 6/30/13 6/30/14 6/30/15 6/30/16 6/30/17 6/30/18 6/30/19  
Payment 
Year 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 Total 
Tier 1 
Employer 
Normal 
Cost Rate 9.061% 9.319% 9.387% 9.665% 9.462% 9.671% 10.069% 10.110% 10.609% 11.432% 12.361% 12.200%  
Tier 2 
Employer 
Normal 
Cost Rate N/A N/A 7.720% 8.052% N/A N/A N/A N/A N/A N/A N/A N/A  
FCFA 
Normal 
Cost $5,398 $5,982 $4,083 $2,829 $5,727 $6,396 $6,479 $6,724 $7,702 $8,317 $8,993 $10,042 $78,673 

Allocated 
portion of 
UAAL 
payment    - - - - 1,073 2,146 3,219 4,292 5,365 16,095 
Total 
FCFA 
Miscel-
laneous 
Classic 
Tier 1 Cost 5,398 5,982 4,083 2,829 5,727 6,396 6,479 7,797 9,848 11,536 13,285 15,407 94,768 

 
Summary – Net Difference 
In total for both the Miscellaneous and Safety plans, we calculate, without considering timing or interest, that between July 1, 2010 
and June 30, 2022, FCFA has paid $887,401 in CalPERS Miscellaneous and Safety costs that should have been paid by the City. 
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CalPERS Fire Safety Classic Tier Participants - June 30, 2021 
 

 
All Service 

with  
City 

Both City 
and FCFA 

Service 

All Service 
with  

FCFA 
Total 

 Actives 
 

   

 Count n/a 3 13 16 

 Average Age n/a 51.3 46.4 49.3 

 Average Service n/a 14.6 7.4 10.8 

 Inactives  
(Transferred or 
separated) 

    

 Count 4 2 6 12 

 Average Age 49.1 41.1 45.2 45.8 

 Retirees     

 Counts 4 3 1 8 

 Average Age 80.7 68.4 57.3 71.2 
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 June 30, 2021 Actuarial Valuation for Fire Safety Classic Tier  

 Valuation Date  June 30, 2021 

 Discount Rate  6.8%, same as CalPERS 6/30/21 valuation 

 Pay Increases  Aggregate: 2.80% annually 

 Merit: CalPERS 1997-2019 Experience Study 

 Retirement, Mortality, 
Termination, Disability 

 Rates from CalPERS 1997-2019 Experience Study 

 All Other  Same as in 6/30/2021 CalPERS actuarial valuation 

 Census Data  Provided by City of Arroyo Grande  

 Pension reports downloaded by City from MyCalPERS 

 CalPERS OPEB database downloaded by City from MyCalPERS 

 Census files contain earnings and employment history for FCFA 
Fire Safety employees and current information for Fire Safety 
retirees. 

 Cost Method and 
Actuarial Liability 

 Entry Age Normal cost method  

 Pension Actuarial Accrued Liability (AAL) calculated on all City 
+ FCFA service for active employees and on the pension benefit 
retirees are receiving for service 

 Future Employees  None considered in study - closed group 
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 Summary of CalPERS Benefits 

 Eligibility  Service or Disability retirement under CalPERS 

 Service Retirement 
Benefit 

 Fire Safety Classic Tier:  

 3% @55 

 1-year FAC (Final Average Compensation) 

 Miscellaneous Classic Tier 1:  

 2.5% @55 

 1-year FAC 

 Miscellaneous Classic Tier 2:  

 2.0% @55 

 3-year FAC 

 Fire Safety PEPRA Tier:  

 2.7% @57 

 3-year FAC 

 Normal Benefit 
Form 

 Single life annuity 

 Statutory Member 
Contributions 

 Fire Safety Classic: 9% of pay 

 Miscellaneous Classic Tier 1: 8% 

 Miscellaneous Classic Tier 2:  7% 

 Fire Safety PEPRA: 13% for FY 2022-23, 13.75% for 
FY 2023-24 

 Employer Paid 
Member 
Contributions, 
Employee 
Cost Sharing 

 None 

 COLA   Up to 2% per year 
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The UAAL is not calculated directly for plans in the CalPERS risk pool, and plan assets 
are also not recorded and maintained separately for each risk pool plan.  Instead, 
CalPERS uses the following procedure, which we followed in this study for purposes of 
splitting the Fire Safety Classic tier. CalPERS began the above methodology beginning 
with the June 30, 2013 actuarial valuations.   
 
1. The plan’s AAL is calculated at the valuation date 
2. The plan’s projected UAAL balance is calculated as of the valuation date equal to 

the balance of the previous year’s amortization bases remaining at the valuation 
date. 

3. The AAL is calculated for the risk pool  
4. The projected UAAL balance for all plans in the risk pool is totaled  
5. The investment (gain) or loss for the risk pool for the year ending on the valuation 

date is calculated, reduced by any amounts needed to offset risk mitigation  
6. The non-investment (gain) or loss for the risk pool for the year ending on the 

valuation date is calculated  
7. The plan is allocated a share of the risk pool’s investment (gain) or loss in 

proportion to the difference between the plan’s AAL and its projected UAAL 
(item (2) above):  [(1) - (2)] ÷ [(3) - (4)] × (5)  

8. The plan is allocated a share of the risk pool’s non- investment (gain) or loss in 
proportion to the AAL: [(1) ÷ (3)] × (6)  

9. Any increase in the risk pool’s AAL due to actuarial assumption or method 
changes, risk mitigation, and risk mitigation offsets are calculated  

10. The plan is allocated a share of the risk pool’s change in assumptions or method, 
risk mitigation, and risk mitigation offset UAAL in proportion to the AAL:  
[(1) ÷ (3)] × (9)  

11. The plan’s UAAL at the valuation date is the sum of the projected UAAL plus 
additional allocated UAL amounts:  (2) + (7) + (8) + (10)  

12. The plans share of the risk pool assets at the valuation date is the plan’s AAL less 
its allocated UAAL: (1) – (11) 
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Valuation date 6/30/2011 6/30/2012 6/30/2013 6/30/2014 6/30/2015 6/30/2016 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 

Discount rate 7.50% 7.50% 7.50% 7.50% 7.50% 7.375% 7.25% 7.00% 7.00% 7.00% 6.80% 

Counts (Total Plan) (CalPERS reports)            
Active employees 16 17 21 21 17 17 15 15 16 16 16 

Transferred 4 4 6 6 8 7 9 8 9 9 9 

Separated 1 1 2 2 5 6 5 5 3 3 3 

Retired 6 5 4 4 4 4 6 7 8 8 8 

           
 

Actuarial Accrued Liability            
Allocated City AAL 2,942,938 2,933,663 2,891,099 3,019,230 2,785,225 2,943,477 3,088,902 3,246,904 3,418,715 3,449,310 3,568,391 

Allocated FCFA AAL - 356,794 781,626 1,432,538 2,002,429 2,786,799 3,616,082 4,680,862 5,488,356 6,225,397 7,305,908 

Total AAL (CalPERS reports) 2,942,938 3,290,457 3,672,725 4,451,768 4,787,654 5,730,276 6,704,984 7,927,766 8,907,071 9,674,707 10,874,299 
        

New UAAL Amounts at each 
valuation date from CalPERS 
reports:   

  

       
Plan's unamortized balance of 
previous UAAL bases   

 886,322 716,195 959,726 1,364,859 1,366,426 1,661,053 1,765,570 1,983,320 

Plan's share of investment (gain)   
 -323,343 211,293 316,121 -182,517 -64,840 35,276 181,875 -962,770 

Plan's share of other (gain)   
 3,954 -743 -48,572 4,232 27,859 37,569 28,813 -40,832 

Plan's share of assumption (gain)   
 210,805 0 87,694 123,856 217,538   57,539 

Plan's share of method/risk 
mitigation (gain)   

     51,149   262,638 

Plan's risk mitigation offset   
        -307,316 
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Valuation date 6/30/2011 6/30/2012 6/30/2013 6/30/2014 6/30/2015 6/30/2016 6/30/2017 6/30/2018 6/30/2019 6/30/2020 6/30/2021 
Determination of UAAL and 
Assets at each valuation date   

  
       

City AAL%   78.718% 67.821% 58.175% 51.367% 46.069% 40.956% 38.382% 35.653% 32.815% 

FCFA AAL%   21.282% 32.179% 41.825% 48.633% 53.931% 59.044% 61.618% 64.347% 67.185% 
City basis for investment gain 
allocation3    

2,321,534 2,201,139 2,223,881 2,177,252 2,326,490 2,378,377 2,380,522 2,446,467 

FCFA basis for investment 
gain allocation    

1,243,912 1,870,321 2,546,668 3,162,873 4,234,851 4,867,641 5,528,615 6,444,512 

City Investment Gain%   0.000% 65.112% 54.063% 46.617% 40.772% 35.458% 32.823% 30.098% 27.516% 

FCFA Investment Gain%   0.000% 34.888% 45.937% 53.383% 59.228% 64.542% 67.177% 69.902% 72.484% 

City share of previous UAAL bases   - 697,696 584,085 719,596 911,650 920,414 1,040,338 1,068,788 1,121,924 

FCFA share of previous UAAL bases   - 188,626 132,109 240,131 453,209 446,011 620,715 696,782 861,396 

City share of new UAAL bases 734,453 (64,884) 113,798 167,462 (15,406) 98,463 25,998 65,014 (274,097) 

FCFA share of new UAAL bases 198,564 (43,700) 96,752 187,781 (39,023) 133,243 46,847 145,674 (716,644) 

Total UAAL (CalPERS reports)   933,017 777,738 926,744 1,314,970 1,310,430 1,598,131 1,733,898 1,976,258 992,579 

            

Summary            

City AAL   2,891,099 3,019,230 2,785,225 2,943,477 3,088,902 3,246,904 3,418,715 3,449,310 3,568,391 

City Assets   2,156,646 2,386,418 2,087,341 2,056,419 2,192,659 2,228,027 2,352,378 2,315,508 2,720,564 

City UAAL   734,453 632,812 697,884 887,058 896,243 1,018,877 1,066,337 1,133,802 847,827 

            

FCFA AAL   781,626 1,432,538 2,002,429 2,786,799 3,616,082 4,680,862 5,488,356 6,225,397 7,305,908 

FCFA Assets   583,062 1,287,612 1,773,569 2,358,887 3,201,895 4,101,608 4,820,795 5,382,941 7,161,156 

FCFA UAAL   198,564 144,926 228,860 427,912 414,187 579,254 667,561 842,456 144,752 

 

 
3 Plan’s AAL minus Plan's unamortized balance of previous UAAL bases 
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 Present Value of Benefits (PVB):  An actuarial valuation begins with participant 
data (including active employees, former employees not in payment status, 
participants and beneficiaries in payment status) at the valuation date.  Using this data 
and actuarial assumptions, the actuary projects future benefit payments.  The 
assumptions model, among other things, when people will retire, terminate, die or 
become disabled, as well as what future benefits might be, depending on such things 
as future salary increases and cost of living.  Those future benefit payments are 
discounted, using expected future investment return and the likelihood of receiving a 
benefit, back to the valuation date.  This discounted present value is the plan's present 
value of benefits.  It represents the amount the plan needs as of the valuation date to 
pay all future benefits – if all assumptions are met and no future contributions 
(employee or employer) are made.   

 Normal Cost (NC):  The Present Value of Benefits is not funded immediately upon 
an employee’s hire.  Instead it is treated as deferred compensation and funded over an 
employee’s working career.  The Normal Cost represents the portion of the present 
value of benefits allocated to, or expected to be earned (on an actuarial, not actual, 
basis) in the coming year.  The Normal Cost is paid by employees and the employer 
each year as a percentage of PERSable payroll. 

 Actuarial Accrued Liability (AAL):  This represents the portion of the present value 
of benefits that participants have earned (on an actuarial, not actual, basis) through 
the valuation date, or allocated are considered to be allocated to periods of past 
service.  This includes the full PVB for retirees and inactive participants, and a 
portion of the PVB for current active employees.  

 Plan Assets:  This includes funds that have been accumulated in CalPERS’ trust fund 
so they can pay plan benefits and expenses.  Amounts are attributable to contributions 
made by employees and the employer, and to past investment earnings.  

 Unfunded Actuarial Accrued Liability (UAAL):  If all actuarial assumptions had 
always been exactly met, the accumulated plan assets would equal the actuarial 
accrued liability.  The difference between the actuarial accrued liability and plan 
assets is the UAAL.  It represents the amount of the actuarial accrued liability that 
must still be funded.  

 
Every year, during the actuarial valuation, the plan actuary calculates the increase or 
decrease in the UAAL from several sources including investment return and 
experience different than expected, and plan changes.  Each of these is a new UAAL 
layer which is amortized – paid off over time by additional employer contributions.  
The total UAAL amortization payment is paid monthly as a separate portion of the 
employer contribution.  
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	6.1 Construction and Interpretation.  It is agreed and acknowledged by the Parties that this Agreement has been arrived at through negotiation, and that each Party has had a full and fair opportunity to revise the terms of this Agreement. Consequently...
	6.2 Waiver.  The waiver at any time by any Party of its rights with respect to a default or other matter arising in connection with this Agreement shall not be deemed a waiver with respect to any subsequent default or matter.
	6.3 Remedies Not Exclusive.  The remedies provided in this Agreement are cumulative and not exclusive, and are in addition to any other remedies that may be provided by law or equity.  The exercise by any Party of any remedy under this Agreement shall...
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	6.6 No Third Member Agency Beneficiaries.  This Agreement shall not be construed to create any third party beneficiaries.  This Agreement is for the sole benefit of the Parties, and their permitted successors, transferees and assignees, and no other p...
	6.7 Amendment.  This Agreement may be modified or amended only by a subsequent written agreement approved by the governing board of each Party, and executed by each Party pursuant to the terms and conditions of this Agreement.
	6.8 Governing Law and Venue.  Except as otherwise required by law, this Agreement shall be interpreted, governed by, and construed under the laws of the State of California.  The County of San Luis Obispo shall be the venue for any litigation concerni...
	6.9 Attorney Fees.  In the event any legal action is brought to enforce or construe this Agreement, the prevailing party shall be entitled to an award of reasonable attorney fees, expert witness and consulting fees, litigation costs and costs of suit.
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