




October 5, 2022

This Independent Comprehensive Fiscal Analysis (“analysis”) was prepared for the City of Pinole,
California (“City”) as its officials navigate the decision of whether to enter a cooperative shared services
fire protection agreement with Contra Costa County Fire Protection District (“CCCFPD”).  Per the Contra
Costa County Local Agency Formation Commission (“LAFCO”), the initiation process includes a variety
of required steps and due diligence items the City of Pinole must complete prior to applying for
collaborative fire protection.  Specifically, the State of California Government Code Section 56134
requires a submission of an independent fiscal analysis to ascertain whether the financial terms of the
service contract are feasible and sustainable.   The specific scope of this independent fiscal analysis must
review and document all the following:

1. A thorough review of the plan for services submitted by the public agency.
2. Analysis of how the costs of the existing service provider compare to the costs of services

provided in service areas with similar populations and of similar geographic size that provide a
similar level and range of services and make a reasonable determination of the costs expected to
be borne by the public agency providing new or extended fire protection services; and

3. Any other information and analysis needed to support the proposal.
4. Evaluation that the proposed affected territory is expected to receive revenues sufficient to

provide public services and facilities and a reasonable reserve during the three fiscal years
following the effective date of the contract or agreement between the public agencies to provide
the new or extended fire protection services.

Our analysis was completed using budgetary, census, and departmental statistics that were publicly
available on the individual units’ websites or data portals.  We completed a thorough review of the plan
for service and supporting documents during the month of June 2022 and communicated with city, county,
and fire leadership officials on clarifying questions at that time over multiple worksessions.  A list of the
comparative agencies was selected with the assistance of city officials on June 15th .  Assumptions were
used in the estimation of certain direct and indirect costs and are noted within the contents of the report.
It is our goal to be conservative in forward looking estimates while also illustrating what the potential
fiscal impact may likely be from the proposed cooperative fire service plan.  I can be reached at
Adam@StoneMunicipal.com or at (317) 476-2826 for questions or additional information as needed.

Sincerely,

Ada� D. Sto��
Adam D. Stone, CPA

Stone Municipal Group | Municipal Advisor | Principal-in-charge
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Executive Summary
In November, 2021 the County Board of Supervisors approved certain expenditures of Measure X funds.
Included in this decision was an intent to provide $2 Million in funding from Measure X to assist in
providing full funding, when combined with City of Pinole (“PFD”) funds, to reopen Fire Station 74 in
Pinole Valley as part of a contract for fire services to be provided by Contra Costa County Fire Protection
District (“CCCFPD”) for the full operation of fire, rescue, emergency medical, fire prevention, training,
and administration to the City of Pinole.

Background information related to the contract for service:

● Fire Station 74 in Pinole Valley was closed in 2012.
● The proposed service plan will provide for the reopening and staffing of Fire Station 74.

Purpose of Report
This report was prepared to assist the City of Pinole with the Contra Costa County Local Agency
Formation Commission (“LAFCO”) process related to contracting with another unit or agency of local
government to provide fire contractual services.  An independent fiscal report is required and outlined by
the State of California Government Code Section 56134 to ascertain whether the financial terms of the
service contract are feasible and sustainable.   To comply with the requirements, our firm completed a
detailed and thorough review of the proposed service plan, comparable costs, and other documentation
that outlines the proposed plan to contract with CCCFPD to provide fire service to City of Pinole
residents.

How to Use Navigate & Use Report
This report is prepared for external technical financial review purposes and is not intended to argue one
method over another.  This report does not make a recommendation or advice regarding negotiation terms,
plan for service proposals, or details into day-to-day fire operations.  This report is intended to project the
most likely budget and financial outcomes of the options available to the City of Pinole and provide
stakeholders with information to make an informed decision.  As such, readers of this report are
encouraged to review the table of contents to select areas of interest.  The report is organized into broad
sections to comply with California Government Code Section 56134.
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Plans and Document Review
This report was prepared using estimates, calculations, and management plans that were made available
during June and July 2022.  Specifically, we completed a detailed review of the CCCFPD proposed
station budgets, proposed Pinole Fire Plan for Services, proposed staffing standards, staffing growth
plans, position cost schedules, and operating statistics.

In addition to the plans for service and management reports, we reviewed the City of Pinole’s line-item
budgetary and financial documents for fiscal years 2018-2022.  We also reviewed the most recent
CalPERS Annual Valuation Report for Pinole City safety.  (i.e. Safety & PEPRA Fire Safety) The FY21
report was not yet published at the time of this report.  Therefore, all CalPERS related estimates are dated
as of June 30, 2020.

Comparative entity data was sourced through publicly available data on comparable entities which
included annual adopted budgets, annual reports, and Census data.  For the comparison entities, major
assumptions include Fire runs (incidents), staffing levels, and budgetary estimates.

Certain assumptions were made to project future cost of operations under different scenarios.  To assist in
this forecast, we enlisted the help of the report review team to help create growth plans into our forecast.
The core report review team consisted of the following individuals:

● City of Pinole
○ Chief Chris Wynkoop
○ Ms. Markisha Guillory

● Contra Costa County Fire Protection District
○ Chief Lewis Broschard

● Contra Costa County
○ Mr. Adam Nguyen
○ Mr. Paul Reyes

With the help of this group, we were able to prepare a seven-year capital improvement plan for the City of
Pinole Fire Department that incorporates apparatus replacement, facility improvements, and necessary
equipment needs.  While an estimate, this plan will allow us to better compare the scenarios as they more
accurately reflect the complete cost of operating the Fire Department long term.  Note, the CCCFPD
budget scenario assumes an annual programmatic apparatus replacement of $250,000 per year.  The City
of Pinole Capital Improvement Plan (“CIP”) assumes a non-programmatic “pay-as-you-go” apparatus
replacement project which results in large swings in the annual capital budget. Comparing the CCCFPD
to the average annual capital outlay amount creates a better comparison. The average across all categories
is $417,286 per year including building improvements. (i.e. FY 24 - FY 30)
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Analysis of Existing Service Provider Cost
The City of Pinole Fire Department Budget is sourced by multiple governmental funds.  The funds
reviewed are General Fund, 2006 Measure S Fund, 2014 Measure S Fund, Equipment Reserve, and the
Growth Impact Fund.  We reviewed combined actual and budgeted results for fiscal years 2018, 2019,
2020, 2021, 2022, and 2023.  Below is a categorical summary which shows combining current and
historic results for the Fire Department.

Source:  City of Pinole financial reports and budget documents provided July 14, 2022. (unaudited)
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Comparison of Existing Service Provided to Similar Entities

Entity Selection
Part of the LAFCO process is to conduct comparative cost analysis.  For this report, we selected
comparison entities that were similar in population and geographic size. (i.e., land area) Additionally, we
looked at entities that provide a similar range and level of service.  We selected fire runs, number of
stations, and staffing level as indicators for range and level of service.  Lastly, we selected comparable
entities of differing government structure and fire service. As each entity is different, the data for each
was normalized to produce as close to an “apples-to-apples” comparison as possible.  Therefore, the data
was normalized on per capita, per full-time firefighter, and per run incident metrics to help in the
comparability.  It should be noted that comparing public safety departments on an apples-to-apples basis
is extremely challenging as run data can be grossly under or over inflated due to different entities
counting runs differently. (e.g. EMS, apparatus dispatched, etc.) For the purposes of this report, we are
taking the publicly available data at face value and make no opinion on the type of runs reported.

Entity Comparison
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Comparison of Existing Service Provided to Similar Entities (Cont.)

Budget Comparison
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Scenarios Overview
For the comparison of current service level (“Scenario One”) and CCCFPD cooperative agreement
(“Scenario Two”) we made several significant assumptions.  First we calculated the most likely cost
projections under the two primary options being considered; 1.) Continuation of “in-house” Pinole Fire
Department service to operate one station, and 2.) Contractual Service for Fire Service with CCCFPD to
operate two stations.  Within each scenario we also calculated the worst case and best case scenarios to
illustrate the sensitivity based on different assumptions.  (e.g. inflation, Measure X allocations, economic
conditions)

Scenario 1 - Continuation of Current Service Level
In this scenario we assumed no transition to CCCFPD and no change in existing level of service.  (i.e.
stations or staffing) This scenario forecasts operating and capital expenditures for the budget periods FY
2022/23 – 2029/30.

● Budget estimates based on FY 2022-23 Fire Department combined budget of $5,514,428.
(General, Measure S 2006, and Measure S 2014 funds.)

● Assumes no growth in existing staffing or funded staffing levels.  (17 current FTEs)
● Assumes six percent (6%) annual increase in salary and wages.  (e.g., 3% cost of living increase

and 3% market equity increase)
● Assumes employee benefits remain constant as a percentage of gross salaries and wages.
● Assumes a stair-stepped inflation of eight percent to five percent (8% - 5%) annual increase in

materials, supplies, and services due to rising prices.
● Assumes an initial $146,250 capital outlay expenditures.  (e.g., equipment replacement, vehicle

replacement, and station improvements)
● Assumes a seven-year capital improvement plan of $2,925,000, average of $417,286 per year

including facility and computer equipment.  The average vehicle and apparatus replacement need
is estimated at $292,875 per year.  To help with apples-to-apples comparison we have assumed a
level sinking fund replacement to smooth out large budget differences in future years.

● Assumes five percent (5%) annual increase in capital expenditures due to rising prices.
● Includes communication and weed abatement.

Expected Costs of Current Service Level (“Most Likely”)
If the City of Pinole chooses to not enter into a cooperative fire agreement with CCCFPD, 100% of
current employee salary and employee benefit costs will remain in the City’s budget. The current level of
service does not include any of the recommendations outlined in the capital improvement plan.
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Current Service Level Sensitivity Analysis
For scenario one we projected future expected costs using the most likely, worst case, and best case
assumptions.   Across the different potential outcomes, we assumed different sets of future inflation and
economic assumptions.

We calculated the future expected budget outcome and annual budget variance between the CCCFPD
scenario two and City provided service scenario one cost forecasts.  These are intended to provide the
City of Pinole a reasonable range of likely future cost of service as well as the favorable (unfavorable)
results of each.
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Scenario 2 – Cooperative Fire Service Agreement with CCCFPD
In this scenario we assumed a complete staffing transition to CCCFPD and that the City would effectively
outsource 100% of its going forward costs for fire protection staffing to CCCFPD. This scenario forecasts
operating and capital expenditure for the budget periods 2022-23 through 2029-30.

● Budget estimates based on FY 2022-23 Fire Department combined budget of $5,514,428.
(General, Measure S 2006, and Measure S 2014 funds.)

● Assumes Pinole Fire would transfer all positions, equipment, and apparatus to CCCFPD at no
cost.

● Assumes existing (1) active and (1) inactive Fire Stations would remain as a fixed capital asset of
the City of Pinole.  Facility repairs and replacement to be the responsibility of City of Pinole

● Assumes (1) inactive station would be activated and staffed by CCCFPD to restore the level of
service achieved in the past.

● Assumes Pinole Fire would continue to be responsible for following existing budgetary items
moving forward: Fire allocated CalPERS Unfunded Accrued Liability (“UAL”), abatement
services, station utilities, station repairs and maintenance, legal charges, and property liability.
Total remaining budgetary cost estimated at $753,489 or 13.66% of current budget.

● Assumes CCCFPD staffing of (3) Captains, (3) Engineers, and (3) Firefighters per station.
Pass-through and/or of other CCCFPD related expenditures. (e.g. employee benefits, operating
expenses, apparatus replacement)

o Assumes direct station staffing related costs of $3,000,786 per station.
o Operating cost of $114,436, and equipment replacement of $125,000 per station.
o Assumes $172,498 in allocated communication center dispatch cost.  Assumes the

communication center allocated cost grows at 4% per year.
o Assumes a shared services administrative cost of 10% billed to the City of Pinole. The

administrative cost will be charged on all budgeted costs minus the communication center
charges.  The basis for the 10% administrative cost is the annual adopted budget, of
which the City of Pinole will be made known of increases or decreases year to year.  A
list of indirect costs are included in the additional information section of this report.

● Assumes initial gross annual contract amount of $7,300,987 or $441,749 per month beginning
January 1, 2023 net Measure X. Cost to be billed out monthly based on the annual budget less the
two million in Measure X allocation.  Future budgets are subject to change and appropriation by
the fiscal body.

● Assumes $2M in Measure X allocated with an annual escalator of 2.30%.  While the allocation is
not expressly stated in the contract beyond the initial 5-year contract term, we carried forward the
assumption throughout the 7-year projection.

● One-time budgetary impact to the City of Pinole File Department in the amount of $52,969.63 to
cover the payout of accrued vacation.

● Assumes fiscal impact under full budget year scenario.  Contract likely to become effective
mid-fiscal year (January 1, 2023) and therefore the initial cost will be based on the remaining six
fiscal months of budget year 2023.

● Assumes that from the date CCCFPD hires such staff, CCCFPD will be responsible for all
salaries, employee benefits, including contributions for retiree-related benefits, and future
accruals of unfunded liability for retiree-related benefits.

● Assumes the City of Pinole will be responsible for 100% of retiree-related and other
post-employment benefits, including accrued CalPERS unfunded liability for retiree-related
benefits, for such staff for the period during which they were employed by the City of Pinole.
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● Assumes personnel costs at the top step for each class of employee.
● Assumes a stair-stepped inflation of eight percent to three percent (8% - 3%) annual increase in

materials, supplies, services, and personnel services.

Expected Costs of Cooperative Fire Agreement (“Most Likely”)
If the City of Pinole enters into a cooperative fire agreement with CCCFPD, 100% of current employee
salary and employee benefit costs will be converted into a contractual service expenditure. The initial
contract value is based on the budgeted cost of the positions and it is expected to increase over the
contract period as cost-of-living adjustments are approved. To recover indirect administrative costs,
CCCFPD is expected to charge an administrative cost of 10%. This administrative cost is included within
the initial proposed two-station budget of $7,300,987. Adjusted for the Measure X allocation, the initial
budget to be billed to the City of Pinole is anticipated to be $5,300,987, or $441,749 per month. In
addition to the personnel costs, the City of Pinole will continue certain services and supplies costs
associated with the department.
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Cooperative Fire Agreement Sensitivity Analysis
For scenario two we continued with projecting costs using the most likely, worst case, and best case
assumptions.   In addition to inflation and economic assumptions, we added a worst case scenario where
the Measure X income tax allocation increases at a slower rate.  (i.e. 2% vs. 2.3%)  This change
materially affected the future net budget impact to the City of Pinole and is one of the single largest future
cost variables.  Under the best case scenario, we assumed Measure X would continue for every year
services are contracted and would increase annually at a reasonable growth rate.

We calculated the future expected budget outcome and annual budget variance between the CCCFPD
scenario two and City provided scenario one cost forecasts.  These are intended to provide the City of
Pinole a reasonable range of likely future cost of service as well as the favorable (unfavorable) results of
each.
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Additional Information & Analysis

Cost Comparison of Scenarios

Based on the most likely assumptions and the annual sinking fund for capital outlays, the CCCFPD
(“scenario two”) option provides the lowest net budget impact to the City of Pinole in FY 2023-24 (“Yr 
1”) .  Over time, the CCCFPD contract is expected to cost less than the current operations by $108,800 
per year on average.  This amount assumes the Measure X allocation grows at 2.3% for all years a 
contract for service is in place.  Note the City’s current staffing of fifteen full time equivalents (15 
firefighters) supplies one station currently, whereas CCCFPD staffs two stations.
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Contra Costa County Fire Protection District Administrative Cost
Below is a list of indirect costs that together represent the rationale behind the 10% proposed
administrative cost.

● Administration - Fire Chief, Deputy Fire Chief, Fire Marshal

● Public Information Officer

● General and automobile liability

● Information Technology Support and Infrastructure

● Payroll, Accounting, Fire District Human Resources

● Fire Investigation Services

● Training Administration, Vector Solutions

● EMS Training and Quality Improvement

● County General (legal, County Administration, Auditor) Charges

Contra Costa County Fire Protection District Revenue Sufficiency
For this report, we assume year one (“Yr 1”) for scenario two is FY 2023-24.  Based on the assumptions,
the anticipated monthly CCCFPD cost of service incurred and billed to Pinole Fire Department during the
first three years would be as follows:
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City of Pinole Financial Feasibility & Sustainability
The City of Pinole maintains five separate funds which have supported the Fire Department over the past
few fiscal years. Two of those funds relate to the City of Pinole’s Measure S funds.  (i.e. 2006 & 2014)
For the 2023 fiscal year budget, the total Measure S funds are estimated at $4,902,000.  Historically, the
Fire Department has received approximately 25%, or $1,039,873, of the total Measure S funding.  The
City of Pinole’s Measure S funds do not currently have a predetermined sunset or expiration date. As of
the FY 2023 budget, there were $4.9M of Measure S funds appropriated, which represented 13% budget
growth year over year.

Source: City of Pinole Budget (FY 2021-22, FY 2022-23, & ACFR 06/30/2020 & 06/30/2021)

Looking beyond the Measure S funds, the Fire Department has averaged $187,748 in department specific
revenues that are expected to remain as a local funding source.

Additionally each year the City Finance Department prepares a detailed budget and annual report that has
certain financial policies to drive decisions.  One such policy is a general reserve policy of 50%.  That
reserve level is currently met and the last audited financial statement reflects a General Fund Unassigned
balance of $12,488,526.  This amount is up 15% year over year and creates an unrestricted funding source
to help stabilize operations in a period of budget contraction.

Based on the anticipated lower cost of scenario two, Measure S revenues, Measure X allocation, and the
annual appropriation process, it appears that the City of Pinole has the financial means to enter into an
agreement if their fiscal body finds that appropriate.
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City of Pinole Financial Feasibility & Sustainability

The City of Pinole Fire Department’s actual expenditures have increased an average of 10% per
year between FY 2018 and FY 2022.  Based on the current assumptions, the annual cost
escalation under scenario one is 7.09%.  Comparatively, scenario two is expected to grow by
7.32% per year based on the current assumptions. Below is a comparison of actuals versus
projected future cost under both scenarios. To be conservative with forward estimates, the
forecast for both scenarios include a plus or minus 10% margin of safety.
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CalPERS Fire Department Unfunded Accrued Liability
Using the most recent June 30, 2020 valuation report the cumulative unfunded accrued liability (UAL) is
$22,253,952 across the PERS-PEPRA Safety Fire and PERS-Safety plan.  In order to allocate the amount
retained by the City of Pinole, the percentage of full-time Fire Department employees vs total safety
related positions could be used.  At the time of this report, the pro rata portion of total CalPERS unfunded
liability and amortization payments was allocated to the Fire Department was 23%.  Therefore, for the
2022-23 budget cycle the remaining UAL budget impact that would remain with the City of Pinole is
estimated to be $406,927.

PERS-PEPRA Safety Fire:

PERS-Safety:

UAL Cost Projection:
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Budget Impacts - Remaining Items
Below is the current budget for the Pinole Fire Department itemized by expenditure account.  Were the
City to  enter a contract for service with CCCFPD, certain expenditure amounts would remain the
responsibility of the City of Pinole and be incurred above and beyond the contractual services agreement
cost.  The current 2022-23 budget includes $1,105,953 for 41004 - Employee Benefits PERS Retirement.
This amount includes the CalPERS Unfunded Accrued Liability (“UAL”) related to the Fire Department.
Under scenario two, a portion of that budget expense would become the responsibility of Contra Costa
County.  However, the UAL portion would remain the financial responsibility of the City of Pinole.
Therefore, we have estimated the allocation and incorporated the remaining UAL component within the
retained budgetary expenditures.
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Budget Impacts - Transitioning Items
Below is the current budget itemized by the expenditure account.  The expenditure accounts are
anticipated to be included within the cost of contractual services agreement cost.

END OF REPORT
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