City of Morro Bay

City Council Agenda

Mission Statement
The City of Morro Bay is dedicated to the preservation and enhancement of the quality of life.
The City shall be committed to this purpose and will provide a level of municipal service and
safety consistent with and responsive to the needs of the public.

REGULAR MEETING
TUESDAY, OCTOBER 22, 2013
VETERANS MEMORIAL HALL -6:00 P.M.
209 SURF ST., MORRO BAY, CA

ESTABLISH QUORUM AND CALL TO ORDER

MOMENT OF SILENCE

PLEDGE OF ALLEGIANCE

CLOSED SESSION REPORT

MAYOR & COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS

PUBLIC PRESENTATIONS - None
PUBLIC COMMENT - Members of the audience wishing to address the Council on City

business matters not on the agenda may do so at this time. For those desiring to speak on items
on the agenda, but unable to stay for the item, may also address the Council at this time.

To increase the effectiveness of the Public Comment Period, the following rules shall be
followed:

e When recognized by the Mayor, please come forward to the podium and state your
name and address for the record. Comments are to be limited to three minutes.

e All remarks shall be addressed to Council, as a whole, and not to any individual
member thereof,

e The Council respectfully requests that you refrain from making slanderous, profane or
personal remarks against any elected official, commission and/or staff.

e Please refrain from public displays or outbursts such as unsolicited applause,
comments or cheering.

e Any disruptive activities that substantially interfere with the ability of the City
Council to carry out its meeting will not be permitted and offenders will be requested
to leave the meeting.

e Your participation in City Council meetings is welcome and your courtesy will be
appreciated.

In compliance with the Americans with Disabilities Act, if you need special assistance to
participate in this meeting, please contact the City Clerk, (805) 772-6205. Notification 72 hours
prior to the meeting will enable the City to make reasonable arrangements to ensure accessibility
to this meeting.



A. CONSENT AGENDA

Unless an item is pulled for separate action by the City Council, the following actions are
approved without discussion.

A-1 APPROVAL OF CITY COUNCIL MINUTES FOR THE SPECIAL CLOSED
SESSION MEETING HELD ON OCTOBER 8, 2013; (ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-2  APPROVAL OF CITY COUNCIL MINUTES FOR THE REGULAR CITY COUNCIL
MEETING HELD ON OCTOBER 8, 2013; (ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-3  AWARD OF CONTRACT FOR THE PROJECT NO. MB-2013-S4: 2013 STREET
REHABILITATION PROGRAM: 3-LAYER CAPE AND MICROSURFACING
PROJECT; (PUBLIC SERVICES)

RECOMMENDATION: Award the project contract to the lowest responsible bidder.

A-4  AWARD OF CONTRACT TO SOUZA CONSTRUCTION, INC. OF SAN LUIS
OBISPO, CA FOR THE PROJECT NO. MB-2013-S1: 2013 STREET
REHABILITATION PROGRAM- DIG-OUT AND PAVEMENT REPLACEMENT
PROJECT; (PUBLIC SERVICES)

RECOMMENDATION:  Award the Project contract to Sousa Construction, Inc. in the
amount of $402,585.

A-5 RESOLUTION DETERMINING ISSUANCE OF AN ALCOHOLIC BEVERAGE
CONTROL PERMIT FOR AN OFF-SALE BEER AND WINE CONVENIENCE
MARKET LOCATED AT 845 EMBARCADERO SUITE D; (POLICE)

RECOMMENDATION:  Approve Resolution 50-13.

A-6 RESOLUTION NO. 51-13 ADOPTING THE MEMORANDUM  OF
UNDERSTANDING WITH THE SERVICE EMPLOYEES INTERNATIONAL
UNION (SEIU), LOCAL 620, MISCELLANEOUS AND HARBOR SAFETY
EMPLOYEES, AND RELATED COMPENSATION; (ADMINISTRATIVE
SERVICES)

RECOMMENDATION:  Adopt Resolution No. 51-13, approving the Memorandum of
Understanding with SEIU, Local 620.

A-7  ADOPTION OF RESOLUTION NO. 52 -13 APPROVING THE REAL ESTATE
AGREEMENT FOR THE SALE OF CITY-OWNED VACANT LOT PROPERTY ON
THE CORNER OF CORAL AVENUE AND SAN JACINTO STREET WITH A
STREET ADDRESS OF 2783 CORAL AVENUE IN MORRO BAY, CALIFORNIA;
(CITY ATTORNEY)



RECOMMENDATION:  Adopt Resolution 52-13 approving the Real Estate Agreement
for the sale of City-owned property at on the corner of Coral Avenue and San
Jacinto Street with a street address of 2783 Coral Avenue in Morro Bay, California.

B. PUBLIC HEARINGS

B-1 INTRODUCTION AND FIRST READING OF ORDINANCE NO. 583; REPEALING,
AMENDING, AND REENACTING CHAPTERS 14.01-14.12 AND 14.52 OF THE
CITY OF MORRO BAY MUNICIPAL CODE (BUILDINGS AND CONSTRUCTION);
(PUBLIC SERVICES)

RECOMMENDATION: Introduce for first reading by number and title only,
Ordinance No. 583; repealing, amending, and reenacting Chapters 14.01-14.12 and
14.52 of the City of Morro Bay Municipal Code (Buildings and Construction) to
incorporate the 2013 California Building Standards Code, as adopted by the State of
California, and the local modifications thereto.

B-2 ZONING TEXT AMENDMENT A00-015 DRAFT SIGN ORDINANCE (MUNICIPAL
CODE SECTION 17.68); (PUBLIC SERVICES)

RECOMMENDATION: Open the public hearing and receive testimony; and, direct
staff to prepare an environmental document based on the draft Sign Ordinance as
forwarded by the Planning Commission on September 4, 2013 and return with the
environmental document and the draft Sign Ordinance for the first reading on
December 10, 2013.

C. UNFINISHED BUSINESS

C-1 AUTHORIZATION TO ISSUE A REQUEST FOR PROPOSAL (RFP) FOR A RATE
STUDY FOR WATER & SEWER RATES WITH ADDITIONAL BACKGROUND
INFORMATION; (PUBLIC SERVICES)

RECOMMENDATION: Prepare and issue an RFP and award a contract for the
analysis of Water and Sewer rates for potential adjustments, in accordance with the
City’s Consultant Hiring Policy.

C-2 REVIEW AND CONFIRM THE MASTER PLANNING PROCESS FOR THE
NORTHERN WATERFRONT IMPROVEMENT PLAN; (RECREATION & PARKS)

RECOMMENDATION: review the history and progress of the Northern Waterfront
Improvement Plan (NWIP) and direct staff to continue with the Park Master
Planning process.

D. NEW BUSINESS

D-1 MULTI-HAZARD EMERGENCY RESPONSE PLAN AND EMERGENCY
OPERATIONS CENTER REVIEW; (FIRE)

RECOMMENDATION: Review and file.



D-2 AUTHORIZATION TO ENTER INTO RENEGOTIATION OF LEASE TERMS AND
CONDITIONS FOR LEASE SITE 53-56/53W-56W LOCATED AT 501
EMBARCADERO (ESTERO LANDING INC., KEN SCOTT); (HARBOR)

RECOMMENDATION:  Provide staff direction, staff is recommending Alternative A.

D-3 REPORT ON RESULTS OF OBTAINING OUTSIDE INDEPENDENT LEGAL
COUNSEL; (MAYOR)

RECOMMENDATION: Receive and file.

D-4 DISCUSSION REGARDING PARKING IN-LIEU FEES IN THE DOWNTOWN
AREA; (CITY ATTORNEY)

RECOMMENDATION: Review the staff report and Resolution 39-08 and provide
direction regarding Parking In-Lieu Fees in the Downtown Area.

D-5 DISCUSSION OF ITEMS TO PLACE ON THE JOINT CITY COUNCIL/PLANNING
COMMISSION MEETING; (PUBLIC SERVICES)

RECOMMENDATION: Discuss and direct staff to agendize items for the Joint City
Council/Planning Commission Meeting scheduled for Tuesday, October 29, 2013.

E. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS

F. ADJOURNMENT

THIS AGENDA IS SUBJECT TO AMENDMENT UP TO 72 HOURS PRIOR TO THE DATE AND TIME
SET FOR THE MEETING. PLEASE REFER TO THE AGENDA POSTED AT CITY HALL FOR ANY
REVISIONS OR CALL THE CLERK'S OFFICE AT 772-6205 FOR FURTHER INFORMATION.
MATERIALS RELATED TO AN ITEM ON THIS AGENDA SUBMITTED TO THE CITY COUNCIL
AFTER DISTRIBUTION OF THE AGENDA PACKET ARE AVAILABLE FOR PUBLIC INSPECTION
AT CITY HALL LOCATED AT 595 HARBOR STREET; MORRO BAY LIBRARY LOCATED AT 625
HARBOR STREET; AND MILL’S COPY CENTER LOCATED AT 495 MORRO BAY BOULEVARD
DURING NORMAL BUSINESS HOURS.

IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED SPECIAL
ASSISTANCE TO PARTICIPATE IN A CITY MEETING, PLEASE CONTACT THE CITY CLERK'S
OFFICE AT LEAST 24 HOURS PRIOR TO THE MEETING TO INSURE THAT REASONABLE
ARRANGEMENTS CAN BE MADE TO PROVIDE ACCESSIBILITY TO THE MEETING.



AGENDA NO: A-1

MINUTES - MORRO BAY CITY COUNCIL MEETING DATE: _10/22/2013

SPECIAL CLOSED SESSION MEETING -
OCTOBER 8, 2013
CITY HALL CONFERENCE ROOM - 5:00PM

PRESENT: Jamie Irons Mayor
Christine Johnson Councilmember
Nancy Johnson Councilmember
George Leage Councilmember
Noah Smukler Councilmember

STAFF: Andrea Lueker City Manager
Robert Schultz City Attorney
Eric Endershy Harbor Director

ESTABLISH QUORUM AND CALL TO ORDER

SUMMARY OF CLOSED SESSION ITEMS - The Mayor read a summary of Closed Session
items.

CLOSED SESSION PUBLIC COMMENTS - Mayor Irons opened the meeting for Public
Comment

Jay and Mereline Coakley, spoke stating that they have been negotiating back and forth with
Harbor Director Eric Endersby. They realize that 30 years is not in concrete and if they can get
15 years, they could accept that. If only 15 years though, they don’t want to be held responsible
for putting in a sprinkler system as they don’t feel that would be fair. To date they have spent
over $120,000 in improvements.

Sandy Bean stated that the Marina has been on the market and she has potential buyers. They
want to keep the Marina the way it is but also want to beautify it somewhat. The buyers are
hesitant to step into a water lease that may jeopardize their private property. It is also very
difficult to get a loan on any property with this kind of situation. The buyers want to mitigate the
way the City wants to.

The Public Comment period was closed.
The City Council moved to Closed Session and heard the following items:
CS-1 GOVERNMENT CODE SECTION 54956.8: PROPERTY TRANSACTIONS:

Instructing City’s real property negotiator regarding the price and terms of payment for
the purchase, sale, exchange, or lease of real property as to two parcels.

e Property: Lease Site 30W-33W; Bay Front Marina, Water Lease Adjacent to
201 Main Street
Negotiating Parties: Coakley and City of Morro Bay
Negotiations: Lease Terms and Conditions



e Property: 307 Morro Bay Blvd.
Negotiating Parties: Ford-Durrer, dba Grandma’s Frozen Yogurt & Waffle Shop
and City of Morro Bay
Negotiations: Lease Terms and Conditions

CITY COUNCIL CONVENED TO OPEN SESSION - The City Council convened to open
session; City Attorney, Rob Schultz reported that no reportable action under the Brown Act was
taken.

ADJOURNMENT
The meeting adjourned at 5:50pm.

Recorded by:

Jamie Boucher
City Clerk
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - OCTOBER 8, 2013
VETERAN’S MEMORIAL HALL - 6:00P.M.

AGENDA NO: A-2
MEETING DATE: 10/22/2013

PRESENT: Jamie Irons Mayor
Christine Johnson Councilmember
Nancy Johnson Councilmember
George Leage Councilmember
Noah Smukler Councilmember

STAFF: Andrea Lueker City Manager

Robert Schultz City Attorney
Jamie Boucher City Clerk
Amy Christey Police Chief
Steve Knuckles Fire Chief

Susan Slayton

Administrative Services Director

Joe Woods Recreation & Parks Director
Eric Endershy Harbor Director
Rob Livick Public Services Director

Kathleen Wold
Erik Berg-Johansen

Planning Manager
Planning Intern

Mayor Irons called the meeting to order at 6:00 p.m.

ESTABLISH QUORUM AND CALL TO ORDER
MOMENT OF SILENCE
PLEDGE OF ALLEGIANCE

CLOSED SESSION REPORT - City Attorney Robert Schultz reported that City Council met
in a Special Closed Session on October 8, 2013 on the following item: Government Code Section
54956.8: Property Transactions: Instructing City’s real property negotiator regarding the price
and terms of payment for the purchase, sale, exchange, or lease of real property as to two parcels:
Lease Site 30W-33W, Bay Front Marina (Water Lease adjacent to 201 Main Street); and, 307
Morro Bay Blvd.; no reportable action under the Brown Act was taken.

MAYOR AND
PRESENTATIONS

COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS &

PUBLIC PRESENTATIONS -None

PUBLIC COMMENT

John Elliott, the new owner of Mikes Barbershop, announced his Grand Opening on Friday,
October 11" featuring food and entertainment. Opened originally on December 6, 1941, it was
sold to Mike Dominguez in 1960 who owned it until recently when John purchased it. John’s



goal is to make the barbershop a green barbershop. The shop is open Monday thru Saturday
from 9am-5pm. John is also heavily invested in the community already sponsoring local youth
sports teams and donating to many worthy causes. He hopes people will stop by this Friday.

Steve EKkis sits on the Board of Directors of the Morro Bay Pups. He invited the public to the
Pups in the Park 2013 event being held this Saturday, October 12" from 1lam-3pm. The
purpose of the event is to celebrate the tremendous success of the Jody Giannini Dog Park. He
also applauded the Recreation & Parks staff who have been extraordinary to work with.

Rick Grantham thanked Council for their support of the upcoming Veteran’s Event. He also
announced the Thanksgiving Day Dinner being held at the Community Center on Thanksgiving
Day, serving from 1-3pm. He thanked the many sponsors. The event will feature a full dinner
with live entertainment. He also spoke on Item B-3, Draft Sign Ordinance, wanting to publicly
thank his fellow Planning Commissioners for their hard work on this project.

Liz Bednorz, owner of Beach House Bistro spoke on Item B-3, Draft Sign Ordinance hoping that
neon signs advertising their business will be allowed to be on while they are open during the day.
She read the document and sees a lot of confusion and little nit-picking throughout. She also
feels that feather flags and/or A-framed signs are a necessity to the success of her business as
they are in a place with little foot traffic and hoped that Council and staff would address this.

Tim Crowley stated that he is very angry, as he can’t believe that a recall is being brought
forward. He feels there is no cause for this to happen and is totally against it. He feels the
Mayor has done nothing wrong and that those in favor of it should just wait until the June
election.

Janice Peters served on the Council for a total of 14 years and never in that time has she seen a
Mayor granted complete autonomy to search, interview and enter into a contract without any
oversight or review by other Councilmembers or City staff. She questioned its legality as well as
definitely feels it is unethical and lacks transparency. She spoke specifically to Councilmembers
Christine Johnson and Smukler, as the two councilmembers who voted in favor of this item, that
they have the right to request a reconsideration of that motion at this meeting and hopes that they
do. She stressed that the Mayor sets the agenda and runs the meeting but each Councilmember
has equal voting power.

Kathy Welles stated that she watched Andrea Lueker receive an award for being the great City
Manager she has been. She stated that this seems like a circus. Both Andrea and Rob Schultz
have been wonderful employees of the City.

Lynda Merrill read a letter written by her husband. The letter stated that the motives of those
calling for the recall seem highly suspect because their stated grounds don’t seem truthful and
that the whole exercise seems like unruly politics. This is another of the expensive divisions that
we in Morro Bay are tired of. He urged people not to sign the recall.

Julie Loving spoke on Item B-2, regarding the Appeal of Staff’s Authorization of a Fence on
City Owned Property, stating that good fences make good neighbors. The Burtons were allowed
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to put the fence up. She stated that in that area, dogs run around freely and there are people in
and out of the Roandoak facility all the time; it’s a good thing to keep the Burtons separate from
all of that as they have 2 young boys. This process was done legally and she doesn’t understand
why there’s a problem with it.

Walter Heath has confidence in the Mayor and of the intelligence of the Morro Bay voters. He
urged the Morro Bay voters not to sign the recall petition. He went on to read the rules of public
comment which states that all remarks should be addressed to council as a whole and not to any
individual member thereof and asked anybody speaking to adhere to that. He was deeply
offended by the September 12, 2013 meeting.

Susan Stewart announced that Botso Korisheli was featured on the front page of the SLO Life
Magazine. She stated that Morro Bay, as a City, supported the development of this movie. It is
now playing at the Palm before moving up to the Carmel Film Festival. This puts Morro Bay on
the map in a good way.

Garry Johnson spent the weekend at the Harbor Festival as a photographer. It was a wonderful
event. He questioned whether or not City Attorney Rob Schultz had been offered a job in
another City which he didn’t take as his evaluation with Morro Bay had been positive. He
wondered whether Mr. Schultz would have taken it had he known that this possible termination
proceeding would have happened. He also spoke about the recall stating that we have 2
wonderful employees; he wishes the recall didn’t have to happen and hopes that Council
reconsiders their thoughts of termination.

Bill Peirce took offense to a previous speaker’s use of the phrase “carefully orchestrated”. He
stated that on September 12", there was no organized group of people; they were there because
they were mad and they were concerned. He also stated that miraculously flyers have cropped
up, talking about the cost of the recall which he deems, carefully orchestrated.

Amy Perry spoke in support of the Mayor. She is outraged by the recall. She strongly urges the
public not to sign the recall petition but instead let your voice be heard at the June election.

Carla Wixom stated that at the last City Council meeting, you violated your own Resolution,
which states that you will do RFP’s when seeking to hire contractors which a law firm is a
contractor. She also feels that the Council’s Policies and Procedures were also violated. She
said that the flyer that has been handed out stated that it could cost the City over $50,000 for the
recall; she wanted to say that it could also cost as little as $1,000 for a recall election because it
would be lined up with the primary.

Joan Solu spoke representing the Morro Bay Community Foundation. The MBCF works on
behalf of the Recreation & Parks Department’s Youth Services and Sports programs offering
monetary scholarships for youth who qualify under the reduced or free meal program through the
San Luis Coastal Unified School District. They are holding their major fundraiser on Saturday,
November 9™ at the Community Center — Morro Bay Sings Elvis. She especially thanked the
Galley who is providing the dinner. Every child deserves the opportunity to play.
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Jane Heath heard somebody say that the recall petition will go on the June ballot. She clarified
that Morro Bay doesn’t have a primary in Morro Bay; they have a general election in June with
the possibility of a run-off in November. She questioned the wisdom of a recall that might be on
the same ballot that the Mayor will run for election. The $54,000 cost, if the recall occurs in a
special election, comes out to $8/voter. If the recall occurs in June, then she is confused, why
would you go to all that trouble when the Mayor is running for election at that time?

John Diodati stated that it could cost $54,000 for a recall election; June is when we have our
normal election so why have a recall election and have our normal election at the same time. He
stated that this is about divisive politics which is all the recall proponents care about. There is
zero tolerance for this type of politics in Morro Bay. The recall petition states that the Mayor has
allegedly proof read and edited staff reports; that is not a recallable offence. It was reported that
the outgoing City Council allegedly increased compensation without notice in a closed session
which is a recallable offence. He wondered what the real agenda of the recall proponents is.

Bob Keller supports the Mayor and Council and is against the recall. He asks his fellow Morro
Bay residents to not sign the recall. It will be costly, time consuming and wasteful. Also, it will
only divide the City. We can vote in June and let the majority rule. He also wants to encourage
the City to be more bike friendly, we need more bike racks.

The Public Comment period was closed.

A CONSENT AGENDA

Unless an item is pulled for separate action by the City Council, the following actions are
approved without discussion.

A-1 APPROVAL OF CITY COUNCIL MINUTES FOR THE SPECIAL CLOSED
SESSION MEETING HELD ON SEPTEMBER 12, 2013; (ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-2 APPROVAL OF THE CITY COUNCIL MINUTES FOR THE SPECIAL CLOSED
SESSION CITY COUNCIL MEETING HELD ON SEPTEMBER 24, 2013,
(ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-3  APPROVAL OF CITY COUNCIL MINUTES FOR THE REGULAR CITY COUNCIL
MEETING HELD ON SEPTEMBER 24, 2013; (ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-4  PROCLAMATION DECLARING OCTOBER 6-12, 2013 AS FIRE PREVENTION
WEEK; (ADMINISTRATION)
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RECOMMENDATION:  Approve as submitted.

A-5 PROCLAMATION DECLARING OCTOBER 20-26, AS FREEDOM FROM
WORKPLACE BULLIES WEEK; (ADMINISTRATION)

RECOMMENDATION:  Approve as submitted.

A-6  REVIEW AND APPROVE THE PUBLIC ART PROPOSAL FOR A MARBLE
SCULPTURE TO BE LOCATED IN FRONT OF THE MORRO BAY SENIOR
CENTER; (RECREATION & PARKYS)

RECOMMENDATION: Review and approve the proposal from Ann Marie Schneztler
by artist Crissa Hewitt in memory of Nicole Poucel which includes the design and
installation of a marble sculpture at the Morro Bay Senior Center; located at 1001
Kennedy Way; Staff recommends Alternative 1.

A-7  AUTHORIZATION TO FILE NOTICE OF COMPLETION PROJECT NO. MB-2010-
PD1: WIRELESS COMMUNICATIONS UPGRADES; (PUBLIC SERVICES)

RECOMMENDATION: File the Notice of Completion for Wireless Communications
Upgrades.

A-8 CONSIDERATION OF AMENDMENT OF SECTION 2.2 OF THE CITY COUNCIL
POLICIES AND PROCEDURES REGARDING MEMBERS RECEIVING
UNEXPENDED MONTHLY DOLLARS FROM THE COST OF THEIR MEDICAL
PLANS; (ADMINISTRATION)

RECOMMENDATION: Return to the City Council with a Resolution amending the
City Council Policies and Procedures, Section 2.2, striking the language that
currently allows Council members from receiving any unexpended monthly dollars
from the cost of their medical plan.

A-9 APPROVAL OF RESOLUTION 49-13 FOR LEASE AGREEMENT FOR LEASE SITE
82-85/82W-85W; 725 EMBARCADERO (ROSE’S LANDING, REDICAN);
(HARBOR)

RECOMMENDATION:  Approve Resolution No. 49-13 approving a new Lease
Agreement for Lease Site 82-85/82W-85W, located at 725 Embarcadero, with 725
Embarcadero LLC, owned by Doug Redican.

Mayor Irons opened up the public comment period for items on the Consent Calendar; seeing
none, the public comment period was closed.

Councilmember Nancy Johnson pulled Items A-3 and Item A-8; Councilmember Smukler pulled
Items A-1, A-2, A-6 and A-9; and Mayor Irons pulled Item A-4 from the Consent Calendar.
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MOTION: Councilmember Smukler moved the City Council approve Items A-5 and
A-7 of the Consent Calendar as presented. The motion was seconded by Councilmember
Nancy Johnson and carried unanimously 5-0.

A-4  PROCLAMATION DECLARING OCTOBER 6-12, 2013 AS FIRE PREVENTION
WEEK; (ADMINISTRATION)

Mayor Irons pulled Item A-4 to read the Fire Prevention Week Proclamation.

MOTION:  Councilmember Christine Johnson moved for approval of Item A-4 as
presented. ~The motion was seconded by Councilmember Smukler and carried
unanimously 5-0.

A-1  APPROVAL OF CITY COUNCIL MINUTES FOR THE SPECIAL CLOSED SESSION
MEETING HELD ON SEPTEMBER 12, 2013; (ADMINISTRATION)

A-2 APPROVAL OF THE CITY COUNCIL MINUTES FOR THE SPECIAL CLOSED
SESSION CITY COUNCIL MEETING HELD ON SEPTEMBER 24, 2013;
(ADMINISTRATION)

Councilmember Smukler pulled the minutes based on an email received. Out of an abundance of
caution, he doesn’t feel it is prudent to approve the minutes until we’ve had a chance to resolve
any issues that have been raised regarding these meetings.

MOTION: Councilmember Smukler moved to postpone approval of Item A-1 until
we have time to have a discussion with outside legal counsel. The motion was seconded
by Councilmember Christine Johnson and carried 3-2 with Councilmembers Nancy
Johnson and Leage voting no.

Discussion was held regarding this motion with Councilmember Nancy Johnson stating that the
minutes are a record of what happened, and not a judgment. They are the clear representation of
what happened at the meeting, whether it was legal or not is an entirely different issue.

Councilmember Christine Johnson is willing to support the continuance, she too is cautious and
the public can still access them from the City’s website via the October 8, 2013 agenda packet.

MOTION:  Councilmember Smukler moved to approve Item A-2 as presented. The
motion was seconded by Mayor Irons and carried unanimously 5-0.

A-3  APPROVAL OF CITY COUNCIL MINUTES FOR THE REGULAR CITY COUNCIL
MEETING HELD ON SEPTEMBER 24, 2013; (ADMINISTRATION)

Councilmember Nancy Johnson stated that since she was not in attendance, she wants some
clarification on Item A-7 and what went on at the meeting before the minutes were approved.
Were Councilmember Leage’s questions answered; Councilmember Christine Johnson referred
to unusual circumstances, but those weren’t defined; is Council also going to ask the outside
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attorney to review the legality of the meeting last April where the Council majority voted to
spend $3500 on outside counsel.

MOTION:  Councilmember Nancy Johnson moved not to approve the September 24,
2013 minutes until clarification to her questions can be given. The motion was seconded
by Councilmember Leage and carried unanimously 5-0.

A-6  REVIEW AND APPROVE THE PUBLIC ART PROPOSAL FOR A MARBLE
SCULPTURE TO BE LOCATED IN FRONT OF THE MORRO BAY SENIOR
CENTER; (RECREATION & PARKYS)

Councilmember Smukler pulled this item to discuss the possible fiscal impact of $2,000 as it
relates to the significant public benefit. He asked staff if they felt comfortable that there is a
nexus there - the City’s work and expenditures and the benefit of the art project. Recreation &
Parks Director Joe Woods stated that taking down the wall will create a more open and inviting
atmosphere.

MOTION:  Councilmember Smukler moved approval of the public art proposal with a
request to staff to minimize the general fund expenditure. The motion was seconded by
Councilmember Christine Johnson and carried unanimously, 5-0

A-8 CONSIDERATION OF AMENDMENT OF SECTION 2.2 OF THE CITY COUNCIL
POLICIES AND PROCEDURES REGARDING MEMBERS RECEIVING
UNEXPENDED MONTHLY DOLLARS FROM THE COST OF THEIR MEDICAL
PLANS; (ADMINISTRATION)

Councilmember Nancy Johnson asked the Council for feedback on how they felt about the staff
report and the alternatives given.

Councilmember Smukler stated that this came about in an effort on Council’s part to drastically
reduce what the Council’s benefit package was. He felt at the time it was excessive and voted to
reduce it to the level they are at now. Currently they receive a single coverage at the lowest level
or get cash back, in that amount, to purchase your own. He agrees that this isn’t very clean and
can support Alternative #1.

MOTION:  Councilmember Nancy Johnson moved for approval of Alternative #1 for
agenda Item A-8. The motion was seconded by Councilmember Smukler and carried
unanimously, 5-0.

A-9  APPROVAL OF RESOLUTION 49-13 FOR LEASE AGREEMENT FOR LEASE SITE
82-85/82W-85W; 725 EMBARCADERO (ROSE’S LANDING, REDICAN);
(HARBOR)

Councilmember Smukler pulled this item to give Harbor Director Eric Endersby the opportunity
to explain the rationale behind the lease years and the investment connection.
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Councilmember Leage had to recuse himself from the discussion due to the proximity of his
property to the project location.

MOTION:  Councilmember Smukler moved to approve Resolution 49-13 for the new
lease agreement for lease site 82-85/82W-85W. The motion was seconded by
Councilmember Nancy Johnson and carried 4-0-1 with Councilmember Leage having to
recuse himself.

B. PUBLIC HEARINGS

B-1 APPEAL OF THE PLANNING COMMISSION DENIAL OF CP0-246 FOR THE
DEMOLITION AND RECONSTRUCTION OF A SINGLE FAMILY RESIDENCE.
(360 CERRITO PLACE, N. TURNER, APPELLANT/APPLICANT); (PUBLIC
SERVICES)

Planning Manager Kathleen Wold presented the staff report.

Representing Ms. Turner on this project, Cathy Novak provided her presentation. Ms. Novak
covered the permit and its history, the neighbor’s appeal and the Planning Commission’s actions.
This project was originally approved administratively in October 2007 and was then appealed.
The appeal raised 3 issues: overturn or postpone the appeal until after the court settled the
boundary dispute; amend the project to include the sewer easement, removal of the rooftop fire
pit and change the side setback interpretation; and, request to overturn the approval due to
incompatibility. The appeal was heard by the Planning Commission in December 2007 and
continued to a date uncertain. The owners settled their disputes and the court action was
withdrawn in January 2009. Discussions and correspondence has been ongoing between staff
and/or Ms. Turner and/or her architect for some time regarding the need for revised plans, as
well as explanations as to why this process has taken so long. The project went to the Planning
Commission on August 21%, where the Commission heard that the revised plan had been
submitted to the City the day before but that staff hadn’t had the time for review before the
meeting. The Commission proceeded to uphold the appeal and deny the project as well as
denied staff’s recommendation for a continuance. At this point, the project is at a point that it
doesn’t make sense for Ms. Turner to start the process over again; in addition, Ms. Turner has
provided justifiable reasons and sufficient information that the length of time this has taken has
been out of her control. Since both parties have invested a considerable amount of time and
effort, the only fair solution would be for the Council to remand this to the Planning Commission
for a full public hearing per staff’s recommendation. This would also give everyone the right to
review and discuss the one project without needing to question whether it is old or revised.

Mayor Irons opened up the public comment period for Item B-1.

Alex Beattie lives in the neighborhood and today was the first time he’s ever seen a notice. He
feels that there needs to be a better job by the appellant in noticing the property. He knows that a
couple of months ago, the Planning Commission voted unanimously to deny the project and as
such, he feels you should stick with what the Planning Commission decided. They need to
submit some clear information that the entire neighborhood can understand and react to.

8

MINUTES - MORRO BAY CITY COUNCIL - OCTOBER 8, 2013



Berta Parrish feels there has been inconsistency and bias surrounding this project. She feels that
there are 2 values being threatened tonight - adherence to process and promotion of fairness to all
parties. She feels they have had more than sufficient time to produce the documents requested
by staff. The Planning Commission followed its processes perfectly even with the 3
continuances. The neighbors have received conflicting information, in fact the postcard they
received for this hearing stated that the staff recommendation was to uphold the Planning
Commission’s decision and deny the project. She stated that a de novo hearing has never been
used in Morro Bay and questioned whether or not we wanted to start now. She urged Council to
uphold the Planning Commission’s decision; a clean break is needed from this controversial
project.

Amy Perry is completely confused. She received a notice regarding the Planning Commission
denial. The neighbors are concerned we aren’t being properly notified and they don’t know what
is going on.

Nancy Kerr is also confused but does believe that the Planning Commission’s decision needs to
be followed as they followed procedures.

The public comment period for Item B-1 was closed.

Councilmember Nancy Johnson stated that it seems like the logical thing to do would be to send
the current project back to the Planning Commission and start all over again with the proper
information and noticing. Give the project a fresh start.

Councilmember Smukler definitely has concerns about the process and how long this has been
drawn out. His feeling is that we need to start over and need closure on the former process. The
new proposal would have a fair representation and can remove itself from the stigma of the old
proposal. The only way to do this would be to uphold the Planning Commission’s findings and
start the process over. He feels this would give the property owners a better chance.

Councilmember Leage has lots of confusion about this. He feels that sending it back to the
Planning Commission would be the right course of action, let them figure it out.

Councilmember Christine Johnson stated that in her review of the staff report and the
documentation, she feels strongly that the Planning Commission knew exactly what they were
doing in denying the old project. It looks to her that it’s not the same project as all 3 issues from
before, seem like they’ve been resolved. She believes that the fresh start would be Alternative
#1, to deny without prejudice and send it back to the Planning Commission.

Mayor Irons believes the Planning Commission ruled with all the information they had at their
disposal. He supports Alternative #1, without prejudice.

MOTION:  Councilmember Smukler moved approval of Alternative #1, to uphold the

Planning Commission decision to deny CPO-246 by denying the appeal subject to the
findings made in Exhibit A without prejudice. The motion was seconded by
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Councilmember Christine Johnson and carried 3-2 with Councilmembers Nancy Johnson
and Leage voting no.

B-2 APPEAL OF  ADMINISTRATIVE DECISION REGARDING  STAFF
AUTHORIZATION OF A FENCE ON CITY OWNED PROPERTY ADJACENT TO
CHORRO CREEK ROAD IN THE UNINCORPORATED AREA OF SAN LUIS
OBISPO COUNTY (JOSEPH GOODWIN APPELLANT; MIKE AND CARRIE
BURTON, PERMITEES); (PUBLIC SERVICES)\\

Public Services Director Rob Livick presented the staff report.

Cathy Novak spoke, representing Mr. Goodwin for his appeal of the permit that was issued for a
fence on City property off Chorro Creek Road. She respectfully disagrees with staff’s
recommendation and urges Council to uphold the appeal and support Alternative #1 which is to
revoke the permit and order the removal of the fence. Ms. Novak covered several topics: Mr.
Goodwin’s response to the findings made in granting the applicant’s Special Encroachment
permit; history regarding the subject properties; the purpose and effects; and, the easements.
There is no written application or documentation on file with the City for this request, making it
difficult to respond to specific points and concerns that the applicant may have in applying for
this permit. The only indication of “why”, comes through in the staff report that states the
permittees have stated they need the fence for security and their full enjoyment of the access
easement. Ms. Novak states that the fence as constructed doesn’t afford the applicant any
additional security and the easement granted to the Burton’s is for egress and ingress and the
fence doesn’t enhance or detract from this so the question remains, what is the true purpose of
the fence. Ms. Novak went on to give a history of the properties. It is their contention that when
the LaDuc’s sold the property to the Burtons, they changed the legal description for the easement
right and transferred only a non-exclusive easement and not an exclusive easement which
doesn’t grant the right to the Burton’s for them to restrict a third party from accessing the City’s
property. Regarding the access to the flag portion of the lot, Mr. Goodwin has relied on this
access road for servicing his propane tank, other utility services and for access to the water tanks
for fire services. The City has known that Mr. Goodwin has utilized this access way and has
never indicated that there was an issue or that they intended to restrict his access. Mr. Goodwin
feels that this permit should be rescinded as the fence reduces fire safety, in addition, he feels he
has an implied access right as this easement has been used continuously for the last 30+ years.
There is an additional problem as the fence has substantially impaired access to his property for
utility services. In summary, the Burton’s easement is for the right of ingress and egress and not
for security; the fence doesn’t provide additional security; the fence doesn’t do anything to
provide or hinder the Burton’s full enjoyment of the access easement; Mr. Goodwin relied on
good faith that his ability to access this road wouldn’t be jeopardized; and, the neighbors don’t
own the property, the City does. They are requesting the City uphold the appeal, revoke the
special encroachment permit and demand the removal of the fence, and finally formalize the
access easement with Mr. Goodwin.

Representative Chris Guenther, representing the Burtons presented their side. He stated that Ms.
Novak came up with a lot of reasons that Mr. Goodwin has been wronged. In truth, the Burtons
have been putting up with Mr. Goodwin and the Roandoak facility for many years. Mr.
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Goodwin is operating a boarding house illegally, necessitating the need for the additional
security, as the patrons/residents come and go and they aren’t exactly the best of citizens. There
are 2 reasons for the fence: security from Roandoak residents because of their behavior and their
conduct. The Burtons came to the City for permission for the fence. The fence acts as an
insulator for possible trespassers on City property as well as the Burton’s property. The right to
allow Roandoak access is through the courts, not the City Council, this is the wrong forum for
this discussion. Cal Fire has been contacted and they have no problem with the fence. The
propane tanks can be moved allowing the delivery trucks access to fill those tanks. Access to
these things is their problem, not the Burtons. In answer to why they went ahead and built the
fence; this is outside the City limits and they don’t believe we have the jurisdiction to issue
permits. His position would be that an agreement from one property owner to another, not a
conditional use permit, should have been used to secure and protect their easement. He asks
Council to step up and deny the appeal.

Mayor Irons opened up the public comment period for Item B-2.

Susan McElhinney, Attorney for Mr. Goodwin, stated that there is a lot to respond to. The issue
of no recorded easement is that the Burtons have a recorded easement but it is a non-exclusive
easement. The exclusive easement that they are asserting was recorded by Fidelity Title
Company and their recordation is simply a non-exclusive easement. A far as the question as to
why Mr. Goodwin hasn’t recorded an easement, there are 2 ways this could be done - he could
bring an action under Code of Civil Procedures Section 1060, but for its use there has to be an
actual controversy and to date, and to their knowledge, there hasn’t been one. Or there could be
a quiet title action to establish the implied easement that has existed for 30-40 years along that
road found in Code of Civil Procedure 760.020. It states that an action may be brought to
establish title under adverse claims; but until 2013, there were no adverse claims, it was a
common road and no one disputed it, so there was no legal mechanism to make this claim. And
as far as it being a security issue, per the photo, anybody can walk around the end of the fence to
get to their property.

Carrie Burton stated that as far as who was there first, it was her understanding when they
purchased their property that the Roandoak building was coming down. Mr. Goodwin didn’t
show up on that property until 2003. She also stated that there were several mistakes on the
recorded deed some of which include the non-exclusive easement. Her recorded agreement with
the City which gave her the exclusive easement is recorded and legal. She also says the title will
be corrected to say exclusive easement. She also stated that the fence has brought her a lot of
peace and urged Council to allow them to keep the fence.

The public comment period for Item B-2 was closed.

Councilmember Christine Johnson stated that the documents recently received haven’t been
disclosed to the public and given that, was concerned about making a decision on this appeal.
City Attorney Schultz stated that if you felt that based on what you’ve received is new
information then you would have the option to continue the item. Councilmember Johnson is
concerned with the fact that there could be pending litigation that would be more appropriate for
a Closed Session meeting.
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Councilmember Smukler was surprised this came to Council. He sees it as a cut and dry issue as
to what we as a Council can discuss — fence or not fence. He wants to put it to rest and then
allow the rest to follow the legal process for each of the parties. He feels we are protected here
by moving forward.

Mayor Irons also feels like we need to move forward on this.

MOTION: Mayor Irons moved to uphold the staff’s recommendation to allow the
installation of the fence. The motion was seconded by Councilmember Smukler and
carried 3-2 with Councilmembers Nancy Johnson and Leage voting no.

B-3 ZONING TEXT AMENDMENT A00-015 DRAFT SIGN ORDINANCE (MUNICIPAL
CODE SECTION 17.68); (PUBLIC SERVICES)

Planning Manager Kathleen Wold presented the staff report.

Mayor Irons suggested we receive the initial reports, have the Council ask questions and then
continue the item to the next meeting where it can be placed earlier in the agenda which would
also allow for more public input. There was a consensus of Council to do this.

Planning Intern, Erik Berg-Johansen, also made a presentation regarding the proposed
Embarcadero District Tourism Oriented Directional Sign Plan. This proposal is not part of the
Sign Ordinance but is something that could be implemented after adoption of the new ordinance.
The goals of the program include being able to advertise the name and location of businesses
along the Embarcadero that are hidden from the main public right-of-way; to provide
information about businesses through the use of international symbology; and, to implement a
series of directory maps that will help tourists navigate the Embarcadero and locate businesses.
Over 85 businesses could be eligible under this current draft and it is suggested that staff surveys
Embarcadero businesses to gauge their interest; funding for the program is still to be determined,
and it should be stressed that this program is in draft form and changes can be made to it at any
time.

The public comment period for Item B-3 was opened; seeing none, the public comment period
for the item was closed.

Councilmember Smukler wants staff to provide discussion on the potential of expanding the
concept of the Specialty Signage from the Embarcadero to also include the Downtown Area.

This item will be brought back to the next meeting to include options for special meeting dates.

C. UNFINISHED BUSINESS

C-1 STATUS REPORT OF A MAJOR MAINTENANCE & REPAIR PLAN (MMRP) FOR
THE EXISTING WASTEWATER TREATMENT PLAN; (PUBLIC SERVICES)

Public Services Director Rob Livick presented the staff report.
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The report was received and filed.

C-2 WATER RECLAMATION FACILITY (WRF) PROJECT STATUS AND
DISCUSSION; (ADMINISTRATION)

Councilmember Smukler asked Public Services Director Livick about the potential of our WRF
wastewater being identified as a source for once through cooling at Diablo Canyon being
presented to the Water Quality Control Board. Mr. Livick stated that we aren’t far enough in the
planning process to be able to comment whether or not this is a viable option for them; we may
want to keep the water local to use in our own water sheds. It would be premature for the State
Water Board to say that this is a viable option for their cooling water. Mr. Livick did say he
would be comfortable in sending a letter to that fact to the State Water Quality Control Board.

This report was received and filed.

D. NEW BUSINESS

D-1 CONSIDERATION AND DIRECTION REGARDING THE EXPANSION OF THE
UNITED STATES COAST GUARD (USCG) FACILITIES IN MORRO BAY;
(ADMINISTRATION)

City Manager Andrea Lueker presented the staff report.
The public comment period for Item D-1 was opened.

Janice Peters is delighted to see that the USCG relationship with the City is as good as it is. She
also feels it is wonderful that they have a presence here. She has concerns though about the site
that has been selected for the expansion. Morro Bay depends on tourism for our revenue and this
is a prime tourism view site. She feels there is other land available, possible the Dynegy site if it
closes down. She also stated that lighting could pose a problem. She wants the relationship to
continue but hopes the City can help them locate a different location.

The public comment period for Item D-1 was closed.

Councilmember Leage agrees with Ms. Peters. He feels we could have a tremendous outcry over
this. He feels there could be a better spot for their facility.

Councilmember Christine Johnson is excited that we have a harbor that could be even better
protected. She also agrees that it would be very hard to take away “Mother’s Beach”. She
cautions that moving forward at that spot wouldn’t have support from the public and she is open
to partnering with them to look at other sites. This proposed site would greatly impact the view
and as well as inhibit bicyclists.

Councilmember Nancy Johnson said that Ms. Peters said it all. She loves the Coast Guard and is
glad that they are here as we need them on a lot of different levels. She would even be willing to
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give up the parking lot we just got. She doesn’t think that “Mother’s Beach” or Coleman Beach
is the right place for their project.

Councilmember Smukler has received strong feedback that while there is strong support for the
Coast Guard, there is no support for this location. He would like to see us work to extend and
renew the exploration for some joint options. He would also like to see the public process as an
element to this.

Mayor Irons stated that Council is all in agreement with Alternative #3 - to inform the USCG the
City of Morro Bay is interested in expansion of facilities, but not this this area.

There was Council consensus for staff to meet with the USCG stipulating Alternative #3 for
further discussions.

D-2 APPROVAL OF CONSENT OF LANDOWNER AGREEMENT FOR LEASE SITE
86/86W AT 801 EMBARCADERO (EMBARCADERO GRILL, CALDWELL) TO
FILE AN APPLICATION FOR LEASE SITE IMPROVEMENTS AND ALLOW
STAFF TO ENTER INTO LEASE NEGOTIATIONS; (HARBOR)

Councilmember Leage had to recuse himself from the discussion due to the proximity of his
property to the project location.

Harbor Director Eric Endersby presented the staff report.

Representing the applicant, Burt Caldwell, Cathy Novak made a presentation for the project at
801 Embarcadero, also known as Libertine Pub. The Libertine Pub has quickly become a
success; and to capture this theme and expand on the marketing of the pub, Mr. Caldwell has
proposed a building design that represents the connection of agriculture with a grain elevator and
the finished product of the beer. The waterfront design guidelines encourage designs that
incorporate different features and promote diversity to create interest. The project as proposed
demolishes and rebuilds the embarcadero side of the building, remodels the harbor side of the
building and eliminates the second story. A 12 foot public walkway will be created between this
building and the one next door. This walkway will also have a public use area with tables,
bicycle racks and trash/recycling receptacles. The walkway will also lead pedestrians to the new
ten foot wide harborwalk along the bay. There is a proposed roof deck which will be accessible
from both the interior and exterior stairs. A silo and grain elevator has been added for visual
interest. It will be operational on a limited basis. The mash tanks located on the ground level
will have large windows open to the Embarcadero so that visitors can see the operations.
Removing the second story will open up views of the rock and greatly reduce the mass of the
building. The project also includes a single side tie dock with a gangway entrance from the
harborwalk. This project meets the City’s waterfront design guidelines, zoning ordinance and
LCP as well as provides public benefits. Mr. Caldwell is prepared to submit this project to the
City so they are looking for Council to authorize staff to sign the consent of landowner form so
the process can begin.
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The public comment period for Item D-2 was opened; seeing none, the public comment period
for Item D-2 was closed.

Mayor Irons is more in favor of Plan B as he feels it allows for more public benefit.

MOTION: Mayor Irons moved to extend the meeting beyond 11:00pm. The motion
was seconded by Councilmember Christine Johnson and carried 4-0-1 with
Councilmember Leage having recused himself due to a prior conflict of interest.

Councilmember Nancy Johnson is in favor of the project and likes the Plan B version.

Councilmember Smukler also is in favor of the project and also likes Plan B. He likes the open
space along with some planter beds; he also likes the bicycle parking component.

Councilmember Christine Johnson appreciates the fact that they are removing the second story
off of a building on the Embarcadero which will create much better views. She is very
enthusiastic about the project.

MOTION: Councilmember Smukler moved to approve Alternative B, Site Plan B,
and authorize the City Manager to execute the Consent of Landowner Agreement with
the Leaseholder. The motion was seconded by Councilmember Christine Johnson and
carried 4-0-1 with Councilmember Leage having been recused due to a conflict of
interest.

D-3 APPROVAL OF RESOLUTION 48-13 DESIGNATING $399,000 IN PARKING IN-
LIEU FUNDS FOR REVISIONS TO THE PARKING IN-LIEU MAP AND
IMPROVEMENTS TO THE CITY-OWNED FRONT STREET AND TRIANGLE
PARKING LOT ADJACENT TO THE DYNEGY POWER PLANT, AND REVIEW
AND DISCUSSION REGARDING THE CITY PARKING MANAGEMENT PLAN;
(CITY ATTORNEY/PUBLIC SERVICES)

City Attorney Rob Schultz presented the staff report.

There was Council consensus to have staff bring back a discussion of the Pavement Management
Plan as the hour was late.

MOTION:  Councilmember Nancy Johnson moved approval of Resolution 48-13
designating $399,000 in Parking in Lieu funds for revisions to the parking in lieu map
and improvements to the City-owned Front Street and Triangle Parking lot adjacent to the
Dynegy Power Plant. The motion was seconded by Councilmember Smukler and carried
4-0-1 with Councilmember Leage having recused himself due to a conflict of interest.

E. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS

Councilmember Nancy Johnson requested a discussion of the City Council’s commitment to the
City’s 50" Anniversary Celebration; there was unanimous Council consensus.
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Councilmember Nancy Johnson requested Mayor Irons prepare and present a report detailing the
status of the hiring of outside legal counsel; there was unanimous Council consensus.

ADJOURNMENT

The meeting adjourned at 11:20pm.

Recorded by:

Jamie Boucher
City Clerk
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AGENDA NO: A -3
MEETING DATE: October 22, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 16, 2013
FROM: Rob Livick, PE/PLS - Public Services Director/City Engineer
Rick Sauerwein, PE, Capital Projects Manager

SUBJECT: Award of Contract for the Project No. MB-2013-S4: 2013 Street Rehabilitation
Program: 3-Layer Cape and Microsurfacing Project

RECOMMENDATION
Staff recommends the City Council award the project contract to the lowest responsible bidder.

ALTERNATIVES
1) Declare all of the bids non-responsive and re-bid the project
2) Declare the low-bidder unresponsive and award the contract to the next responsive low bid.
3) Ifsigned contract is not received from the Contractor before noon on Tuesday, October 22 or
if irregularities are noted in the bids, postpone this item to a date certain of November 12,
2013.

FISCAL IMPACT

The Project is fully funded from accumulated Measure Q funds. With the adoption of the FY
2013/2014 budget Council approved $757,557 from the Measure Q funds for the Pavement
Maintenance program. Staff has “set aside” $150,000 for day-to-day maintenance activities, such as
potholing and other safety related street repairs. $100,000 of these maintenance funds have been
allocated to this contract since the Contractor will be performing pavement repairs and as a result
these funds will not be required for the “day-to-day” street maintenance repairs. Therefore a total of
$707,557 will be used to fund the 2013 Pavement Management Program Street Rehabilitation
Projects. Approximately ten percent of the funding is being used for consultant services (design,
resident engineering and testing) and the remaining $646,801 for actual construction. A CalRecycle
Grant will also contribute up to $34,660 towards project costs. Funds allocated in the FY2013
budget will be adequate to construct the project unless significant changes occur.

SUMMARY

The Invitation for Bids was posted in the San Luis Obispo Tribune on October 11" and 17". Bids
are scheduled to open on October 21 at 2pm in the Public Services Conference Room. Bids will be
received and summarized in a Bid Summary Sheet which will be provided to Councilmembers by
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email the morning of October 22. Bidder responsiveness will be evaluated by staff and an award
recommendation will be provided in the email. Copies of the Bid Summary Sheet and the award
recommendation will be available to the public at the Council meeting. The City Engineer’s
estimate for this project is $214,486.

BACKGROUND

On January 14, 2013, the PWAB held a public meeting (The “Streets Summit™) to discuss street
maintenance and solicit public comment. From March through May 2013 the City Council and staff
conducted a series of Goal Setting Workshops to establish City priorities for the upcoming fiscal
year. In response to community priorities, the City Council approved the FY2013/14 Budget that
allocated additional resources from Measure Q to augment General Fund and Gas Tax revenues for
the repair and maintenance of Morro Bay Streets. The list of streets included in the 2013 program
has been modified based on expanded application of 3-Layer Cape Seal which was initially
demonstrated last year and the results of our annual pavement survey which indicated increased
deterioration on many of the streets selected. Due to funding limitations, the 3-Layer Cape was not
used as extensively as staff desired and the program largely represents stop-gap measures until a new
revenue stream is identified to fully fund a program that can achieve our goal of a Pavement
Condition Index of 70 throughout the City.

DISCUSSION

This contract award is the second of two projects which will be awarded to complete the 2013
Pavement Rehabilitation Program by providing 3-Layer Cape Sealing and Microsurfacing of streets
that were repaired under the first contract. This marks the second consecutive year that City streets
have been rehabilitated under the City’s Pavement Management Plan, adopted by City Council in
June 2011.

This project will rehabilitate 33 sections which represents 7.4 miles of pavement, almost 14% of the
City’s total transportation network. Small repairs will be performed by City street crews while the
larger structural pavement defects will be repaired by contractors who have the necessary
equipment. The project features the use of recycled tire rubber in the asphalt binder, a feature that
not only offers a longer lasting pavement, but also provides a beneficial use for a waste material that
would otherwise be destined for the landfill. Morro Bay is the first municipality in the County to use
this paving technology.

CONCLUSION

Staff recommends the City Council award the Project contract based on the staff recommendation
which will be provided as soon as evaluation of all bids is complete and authorize the Public
Services Director to use his discretion in awarding additional work to the project scope to assure
that the total project budget of $680,000 is expended on streets in need of repair.

ATTACHMENT

Bid Summary Sheet (to be provided after bid opening)



AGENDA NO: A-4
MEETING DATE: October 22, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 16, 2013

FROM: Rob Livick, PE/PLS - Public Services Director/City Engineer
Rick Sauerwein, PE, Capital Projects Manager

SUBJECT: Award of Contract to Souza Construction, Inc. of San Luis Obispo, CA for the
Project No. MB-2013-S1: 2013 Street Rehabilitation Program- Dig-out and
Pavement Replacement Project

RECOMMENDATION
Staff recommends the City Council award the Project contract to Sousa Construction, Inc. in the
amount of $402,585.

ALTERNATIVES
1) Declare all of the bids non-responsive and re-bid the project
2) Declare the low-bidder unresponsive and award the contract to the next responsive low bid.

FISCAL IMPACT

The Project is fully funded from accumulated Measure Q Funds. With the adoption of the FY
2013/2014 budget, Council approved $757,557 from the Measure Q funds for the Pavement
Maintenance program. Staff has “set-aside” $150,000 for day-to-day maintenance activities, such as
potholing and other safety related street repairs. $100,000 of these maintenance funds have been
allocated to this contract since the Contractor will be performing pavement repairs and as a result,
these funds will not be required for the “day- to-day” street maintenance repairs. Therefore, a total
of $707,557 will be used to fund the 2013 Pavement Management Program Street Rehabilitation
Projects. Approximately ten percent of the funding is being used for consultant services (design,
resident engineering and testing) and the remaining $646,801 for actual construction.

SUMMARY

The Invitation for Bids was posted in the San Luis Obispo Tribune on October 6" and 11th. Bids
were opened on October 16™ at 2pm in the Public Services Conference Room. Bids were received
from six (6) contractors as noted in the attached Bid Summary Sheet. All bidders were deemed
responsive. The bids ranged from a low of $402,585 to a high of $457,783. The City Engineer’s
estimate for this project is $416,612.
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BACKGROUND

On January 14, 2013, the PWAB held a public meeting (The “Streets Summit™) to discuss street
maintenance and solicit public comment. From March through May 2013, the City Council and staff
conducted a series of Goal Setting Workshops to establish City priorities for the upcoming fiscal
Year. Inresponse to community priorities, the City Council approved the FY2013/14 Budget that
allocated additional resources from Measure Q to augment General Fund and Gas Tax revenues for
the repair and maintenance of Morro Bay streets. The list of streets included in the 2013 program
has been modified based on expanded application of 3-Layer Cape Seal which was initially
demonstrated last year and the results of our annual pavement survey which indicated increased
deterioration on many of the streets selected. Due to funding limitations, the 3-Layer Cape was not
used as extensively as staff desired and the program largely represents stop-gap measures until a new
revenue stream is identified to fully fund a program that can achieve our goal of a Pavement
Condition Index of 70 throughout the City.

DISCUSSION

This contract award is the first of two projects which will be awarded to complete the 2013
Pavement Rehabilitation Program. The second contract will provide 3-Layer Cape Seal and
MicroSurfacing. This marks the second consecutive year that City streets have been rehabilitated
under the City’s Pavement Management Plan, adopted by City Council in June 2011.

This project entails the dig-out and replacement of badly deteriorated pavement on rehabilitation of
33 sections which represents 7.4 miles of pavement, almost 14% of the City’s total transportation
network. The project includes major rehabilitation on Kings Street and Andros Street, where work is
expected to be concluded before Christmas Day. Small repairs will be performed by City street
crews while the larger structural pavement defects will be repaired by contractors who have the
necessary equipment.

Staff believes the bid to be very competitive. The bid contains no irregularity. Due to budget
constraints, only a minimal amount of work items adjacent to the streets to be rehabilitated (i.e.
sidewalks, curbs, gutters, etc.) were included. These work items amount to approximately $25,000.
Although the asphalt and cement workers strike is still limiting material availability in the area, the
availability of asphalt should not be a key factor in the timing of this work since Souza has other
sources of material.

CONCLUSION

Staff recommends the City Council award the Project contract to Sousa Construction, Inc., in the
amount of $402,585 and authorize the Public Services Director to use his discretion in awarding
additional work to the project scope to assure that the total project budget of $680,000 is expended
on streets in need of repair.

ATTACHMENT

Bid Summary Sheet



City of Morro Bay
Dig-Out and Pavement Replacement Project MB2013-S01: Bid Summary

CONTRACTOR Total Bid Amount
Souza Construction $402,584.80
A-479476
T.Si
'mons $405,057.61

A-774450
Ferravanti Paving $432,423.35
A-833407
John Madonna Construction $449,362.30
A-358030
Calportland

alportian $454,681.05
A-523019
Rockwood General Contractors
A-807260 $457,783.02




AGENDA NO: A-5
MEETING DATE: October 22, 2013

Staff Report

TO: Mayor and Council DATE: October 16, 2013

FROM: Amy Christey, Police Chief

SUBJECT: Resolution Determining Issuance of an Alcoholic Beverage Control Permit for
an Off-Sale Beer and Wine Convenience Market Located at 845 Embarcadero

Suite D

RECOMMENDATION
Staff recommends the City Council review and approve Resolution 50-13.

ALTERNATIVES
1) Approve Resolution 50-13 allowing an Alcoholic Beverage Control Permit for an Off-Sale
Beer and Wine convenience market located at 845 Embarcadero, Suite D
2) Do not approve Resolution 50-13, allowing an Alcoholic Beverage Control Permit for an
Off-Sale Beer and Wine convenience market located at 845 Embarcadero, Suite D

FISCAL IMPACT
Not applicable.

SUMMARY

Thomas Wayne Pauley and Joli Christine Truelson applied for a permit from the Department of
Alcoholic Beverage Control to operate an Off-Sale Beer and Wine Convenience Market at 845
Embarcadero Suite D. An Off-Sale Beer and Wine license will authorize the sale of all types of
wine and malt beverages for consumption off the premises in original, sealed containers. The
Department of Alcoholic Beverage Control (ABC) automatically denies permits to sell alcoholic
beverages if there is an “undue concentration” of licenses in the census tract (Business and
Professions Code Section 23958). In order for the ABC to issue the license, they require the local
governing body to determine that the “public convenience and necessity” would be served by
issuance of the license. The ABC requires the governing board/council to pass a Resolution or a
signed letter on official letterhead stating whether or not the issuance of the applied license would
serve as a public convenience or necessity.

The Police Department has reviewed this application and has no significant concerns at this time in
regard to an Off-Sale Beer and Wine Convenience Market at this location. Furthermore, the
approval of Resolution 50-13 will support the City Council’s goals and priorities to develop ways to
attract businesses to Morro Bay.

Prepared By: AC Dept Review:
City Manager Review:

City Attorney Review:




RESOLUTION NO. 50-13

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
DETERMINING THAT ISSUANCE OF AN ABC PERMIT
FOR AN OFF-SALE BEER AND WINE CONVENIENCE STORE LOCATED
AT 845 EMBARCADERO, SUITE D WOULD SERVE AS A
PUBLIC CONVENIENCE OR NECESSITY

THECITY COUNCIL
CITY OF MORRO BAY, CALIFORNIA

WHEREAS, Thomas Wayne Pauley and Joli Christine Truelson applied for a Department of
Alcoholic Beverage Control Permit for an Off-Sale Beer and Wine Convenience Store located at
845 Embarcadero Suite D; and,

WHEREAS, the permit is automatically denied by the Department of Alcoholic Beverage
Control due to an “undue concentration of alcohol licenses” in this census tract; and,

WHEREAS, in order for the Department of Alcoholic Beverage Control to issue the license,
the local governing body must determine that the public convenience or necessity would be served
by issuance of the license and pass a resolution stating such; and,

WHEREAS, after review by the Police Department there are no significant concerns in regard
to the opening of an Off-Sale Beer and Wine Convenience Store at this location.

Now, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay,
California, that the public convenience or necessity will be served by issuance of a license from the
Department of Alcoholic Beverage Control for an Off-Sale Beer and Wine Convenience Store at
845 Embarcadero Suite D.

BE IT FURTHER RESOLVED by the City Council of the City of Morro Bay, California, that
this action supports new business in Morro Bay and is in conformance with the goals set by the
Morro Bay City Council to “develop ways to be attractive to new businesses”.

PAsSED AND ADOPTED by the City Council of the City of Morro Bay at a regular meeting
thereof held on the 22nd day of October, 2013 on the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor
ATTEST:

JAMIE BOUCHER, City Clerk



AGENDA NO: A-6
MEETING DATE: 10/22/2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 16, 2013
FROM: Susan Slayton, Administrative Services Director/Treasurer

SUBJECT: Resolution No.51-13 Adopting the Memorandum of Understanding with the Service
Employees International Union (SEIU), Local 620, Miscellaneous and Harbor Safety
Employees, and Related Compensation

RECOMMENDATION
Staff recommends that the City Council adopt Resolution No. 51-13, approving the Memorandum of
Understanding with SEIU, Local 620. The term of the MOU is from July 1, 2013 through June 30, 2014.

FISCAL IMPACT
As per City Council’s direction, the cost to the City for this MOU is approximately $32,976: $30,886
(salaries & benefits), $990 (boot allowance); $1,100 (standby pay).

SUMMARY

The July 2012 — June 2013 MOU is currently on the City’s website (link: “Employee Compensation
Information”). The proposed July 2013 — June 2014 MOU, which is attached in a draft red-lined format,
includes the following substantive changes:

= Effective July 1, 2013, all affected SEIU employees will be entitled to a $30 increase in their fiscal
year boot allowance reimbursement (currently $120; increasing to $150).
= Effective July 1, 2013, all affected SEIU employees will receive standby pay in the amount of $60
per day for the following agreed-upon days, which is an increase in standby pay of $25 per day for
these days only:
New Year’s Eve
New Year’s Day
Memorial Day Weekend Friday
Memorial Day Weekend Saturday
Independence Day
Labor Day Weekend Friday
Labor Day Weekend Saturday
Thanksgiving Day
Day after Thanksgiving
Christmas Eve
Christmas Day

Prepared By: Dept Review:
City Manager Review:

City Attorney Review:




= Effective the pay period containing January 1, 2014, all SEIU employees will receive a 2% salary
increase.

= Effective July 1, 2013, all SEIU employees will be provided an option to convert up to 40 hours of
vacation into compensation per fiscal year, provided that at the time of the conversion request at
least 20 hours of vacation time remains in the employee's vacation bank. Conversion shall be
requested by November 1% of each year for payment to be made in December.

= A reopener clause was accepted, which states: “If the City agrees to an economic package
substantively different from the SEIU settlement for the period of July 1, 2013 through June 30,
2014, it will reopen negotiations with SEIU.”

The MOU has been ratified by the SEIU.

CONCLUSION

Staff is recommending that the City Council adopt Resolution No. 51-13, which approves the SEIU MOU
for the fiscal year July 1, 2013 to June 30, 2014. Additionally, the City Council is asked to direct the City
Manager to implement the conditions of the MOU.




RESOLUTION NO. 51-13

RESOLUTION OF THE CITY OF MORRO BAY
RELATING TO THE CLASSIFICATION, COMPENSATION AND TERMS OF
EMPLOYMENT OF MISCELLANEOUS AND SAFETY EMPLOYEES REPRESENTED BY
THE SERVICE EMPLOYEES INTERNATIONAL UNION, LOCAL 620 (SEIU)

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, in accordance with the provisions of the California Government Code Section 3500
et. seg. and Resolution No. 74-69 of the City of Morro Bay, the City’s representatives have met and
conferred in good faith pertaining to the subject of wages, benefits and conditions of employment with
SEIU, Local 620, representing the Miscellaneous and Safety employees; and

WHEREAS, the meetings between the SEIU, Local 620, and the City have resulted in a mutual
agreement and understanding to recommend that the employees represented by SEIU, Local 620, accept
all of the terms and conditions, as set forth in a Memorandum of Understanding, an agreement attached
and made a part of this Resolution herewith; and

WHEREAS, the City now desires to provide said salaries, benefits and conditions to said
Miscellaneous and Safety employees of the City of Morro Bay.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay, that it
hereby approves and adopts, in full, the Memorandum of Understanding for the period July 1, 2013
through June 30, 2014, as attached and made a part of this Resolution.

BE IT FURTHER RESOLVED by the City Council of the City of Morro Bay that the City
Manager is hereby authorized to execute the Memorandum of Understanding on behalf of the City.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a meeting thereof held
this 22" day of October, 2013 by the following vote:

AYES:
NOES:

ABSENT:

JAMIE L. IRONS, Mayor
ATTEST:

JAMIE BOUCHER, City Clerk
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MEMORANDUM OF UNDERSTANDING BETWEEN

SERVICE EMPLOYEES' INTERNATIONAL UNION, LOCAL NO. 620, AFL-CIO

AND THE CITY OF MORRO BAY
JULY 20122013-JUNE 206132014

ARTICLE 1 — PURPOSE

11

12

13

15

WHEREAS, the City of Morro Bay is a municipal corporation existing under the
laws of the State of California as a general law city; and

WHEREAS, the City of Morro Bay is limited, insofar as funds are concerned,
because of a fixed tax rate, and in structure because it is a public entity rather
than a profit making business; and

WHEREAS, Service Employees' International Union Local No. 620 and the City of
Morro Bay recognize that the mission and the purpose of the City is to provide for
high-quality and economical municipal services and facilities to the residents of
the City of Morro Bay.

THEREFORE, this Memorandum of Understanding is July 1, 2612-2013 between
the City of Morro Bay, referred to as "CITY" and Service Employees' International
Union Local No. 620, referred to as the "UNION."

It is the intent and purpose of this Memorandum to assure sound and mutually
beneficial working and economic relations and conditions between the parties
hereto; to provide for an orderly and peaceable method and manner of resolving
any differences which may arise, and to negotiate any misunderstanding which
could arise, and to set forth herein the basic and full agreement between the
parties concerning the pay, wages, hours of employment, and other terms and
conditions of employment.

ARTICLE 2 — MANAGEMENT

2.1

In order to ensure that the CITY shall continue to carry out its municipal functions,
programs, and responsibilities to the public imposed by law, and to maintain
efficient public service for the citizens of Morro Bay, the CITY continues to reserve
and retain solely and exclusively all management rights, regardless of the
frequency of use, including those rights and responsibilities set forth by law and
those CITY rights set forth in the CITY’s Personnel Rules and Regulations and
including, but not limited, to the following:

2.1.1 To manage the CITY, determine policies and procedures, and the right to
manage the affairs of all Departments.
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2.1.2

2.1.3

2.14

2.15

2.1.6

2.1.7

2.1.8

2.1.9

To determine the existence, or nonexistence, of facts which are the basis
of the management decision in compliance with State law.

To determine the necessity, organization, implementation, and termination
of any service or activity conducted by the CITY or other government
jurisdiction, and to expand or diminish services.

To direct, supervise, recruit, select, hire, evaluate, promote, transfer,
discipline, discharge, terminate, demote, reduce, suspend, reprimand,
withhold salary increases and benefits for disciplinary reasons, or
otherwise discipline employees, in accordance with Department or CITY
rules, regulations, or ordinances.

To determine the nature, manner, means, extent, type, time, quantity,
quality, technology, standard, and level of services to be provided to the
public.

To require performance of other public services, not specifically stated
herein, in the event of emergency or disaster, as deemed necessary by the
CITY.

To lay off employees because of lack of work or funds or under conditions
where continued work would be inefficient or nonproductive or not cost
effective, as determined by the CITY.

To determine and/or change facilities, methods, technology, equipment,
operations to be performed, organization structure, and allocate or assign
work by which the CITY operations and services are to be conducted.

To determine method(s) of financing.

2.1.10 To plan, determine, and manage Departments’ budget which includes, but

is not limited to, changes in the number of locations and types of
operations, processes and materials to be used in carrying out all
functions, and the right to contract or subcontract any work or operations.

2.1.11 To determine the size and composition of the work force, assign work to

employees of the CITY in accordance with requirements determined by the
CITY, and to establish and require compliance to work hours and changes
to work hours, work schedules, including call back, standby, and overtime,
and other work assignments, except as otherwise limited by this
agreement, or subsequent agreements.
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2.1.12 To establish and modify goals and objectives related to productivity and
performance programs and standards, including, but not limited to, quality
and quantity, and required compliance therewith.

2.1.13 To determine qualifications, skills, abilities, knowledge, selection
procedures and standards, job classification, job specifications, and to
reallocate and reclassify employees in accordance with division and/or
CITY Rules and Regulations.

2.1.14 To determine the issues of public policy and the overall goals and
objectives of the CITY, and to take necessary action to achieve the goals
and objectives of the CITY.

2.1.15To hire, transfer intra- or inter-Department, promote, reduce in rank,
demote, reallocate, terminate, and take other personnel action for non-
disciplinary reasons, in accordance with Department and/or CITY Rules,
Regulations and Ordinances.

2.1.16 To determine policies, procedures and standards for recruiting, selecting,
training and promoting employees.

2.1.17 To establish, implement, and/or modify rules and regulations, policies, and
procedures related to productivity, performance, efficiency, personal
appearance standards, code of ethics and conduct, safety, health, and
order, and to require compliance therewith.

2.1.18 To maintain order and efficiency in facilities and operation.

2.1.19 To restrict the activity of an employee organization on CITY facilities,
except as set forth in this agreement.

2.1.20 To take any and all necessary steps and actions to carry out the service
requirements and mission of the CITY in emergencies or any other time
deemed necessary by the CITY and not specified above.

2.2 Nothing herein is meant to diminish CITY rights provided by the Government
Code.

2.3  AUTHORITY OF THIRD PARTY NEUTRAL - MANAGEMENT RIGHTS
All management rights, powers, authority and functions, whether heretofore or
hereinafter exercised, shall remain vested exclusively with the CITY. No third
party neutral shall have the authority to diminish any of the management rights
which are included in this agreement.
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2.4 Nothing herein is meant to diminish employee rights provided by the Government
Code.

ARTICLE 3 — RECOGNITION

3.1  Pursuant to Resolution No. 74-69, the Employer-Employee Relations Resolution
of the City of Morro Bay and applicable state law, Service Employees International
Union Local 620 (hereafter "UNION") was designated by the City of Morro Bay
(hereafter "CITY") City Council as the exclusive representative of City employees
in the Miscellaneous Employees Unit (hereafter "UNIT"). The UNIT is comprised
of the following classifications:

Account Clerk |

Account Clerk Il

Administrative Technician

Administrative Utilities Technician

Assistant Planner

Associate Planner

Building Inspector

Engineering Technician |

Engineering Technician Il

Engineering Technician IlI

Engineering Technician IV

Facility Maintenance Worker

Harbor Business Coordinator

Harbor Patrol Officer

Harbor Patrol Officer Supervisor

Housing Programs Coordinator

Maintenance Leadworker (Facilities, Parks, Streets)
Maintenance Worker | (Facilities, Parks, Streets)
Maintenance Worker Il (Facilities, Parks, Streets)
Maintenance Worker 1l (Facilities, Parks, Streets)
Mechanic

Office Assistant Il

Office Assistant IlI

Office Assistant IV

Permit Technician

Recreation Supervisor - Sports

Recreation Supervisor - Youth

Wastewater Treatment Plant Leadworker
Wastewater Treatment Plant Operator In-Training
Wastewater Treatment Plant Operator |
Wastewater Treatment Plant Operator I
Wastewater Treatment Plant Operator Il/Lab Analyst
Wastewater Treatment Plant Supervisor
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Wastewater Collection System Leadworker
Wastewater Collection System Operator |
Wastewater Collection System Operator Il
Wastewater Collection System Operator Il
Wastewater Collection System Supervisor
Water System Operator |

Water System Operator Il

Water System Operator IlI

Water System Supervisor

The term “employee” or “employees,” as used herein, shall refer only to the
foregoing classifications.

3.2 Employees working on a regular basis in a classified position, but less than full-
time, shall receive vacation and sick leave accruals on a pro-rated basis
commensurate with hours worked. Effective January 1, 1998, all benefits for new
hires, including insurance benefits, will be allocated on a pro-rated basis
commensurate with hours worked.

3.3 ELECTRONIC DEPOSIT:
All Employees hired after the effective date of this contract shall receive their pay
by electronic methods. New hires must present account information for a
checking or a savings account with an ACH-member financial institution.

ARTICLE 4 - UNION BUSINESS

4.1 Employee representatives designated by the UNION shall be granted time off,
without loss of pay, to attend "meet and confer" sessions with the City Manager,
and/or his/her designee, on subjects within the scope of representation when such
meetings are scheduled during regular working hours. Should such meeting
extend beyond an employee representative’s regular working hours, the employee
representative shall be paid for only the regular working hours.

It is understood that this “time-off provision” shall only apply to a maximum of
three employees attending any one meeting between CITY and UNION. Where
exceptional circumstances warrant, the City Manager may approve the
attendance at such meetings of additional employee representatives. The UNION
shall, whenever practicable, submit the names of all employee representatives to
the Municipal Employee Relations Officer at least two working days in advance of
such meetings. Provided further: 1) that no employee representative shall leave
his/her duty or work station or assignment without specific approval of the
department head or other authorized CITY management official; and 2) that any
such meeting is subject to scheduling by CITY management and UNION in a
manner consistent with operating needs and work schedules.
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4.2

4.3

Nothing provided herein shall limit or restrict CITY management and UNION from
scheduling such meetings before or after regular CITY or work hours.

Off-duty employees will not be paid for attending meet and confer sessions, nor
will over-time be paid for same.

ARTICLE 5 - AUTHORIZED AGENTS

For the purpose of administering the terms and provisions of this agreement:

5.1

5.2

5.3

54

5.5

Management's principal authorized agent shall be the City Manager, or his/her
duly authorized representative (address: 595 Harbor Street, Morro Bay, CA
93442; telephone: (805) 772-6201), except where a particular management repre-
sentative is specifically designated in the agreement.

The UNIT's principal authorized representative shall be: Service Employees
International Union Local 620 (2345 South Broadway, Ste C, Santa Maria, CA
93454 (805) 963-0601).

The UNION shall furnish the CITY's City Manager with a written list, identifying by
name and work location up to three stewards and one chief steward.

UNION stewards shall be authorized when participating in the investigation and
processing of a grievance to take a reasonable amount of CITY-time, without loss
of compensation or benefits, to perform these duties.

UNION stewards shall be selected in accordance with current SEIU written policy
on file with the CITY Personnel Office.

ARTICLE 6 — UNION SECURITY and WITHHOLDING OF UNION DUES/FEES

6.1

6.2

“Maintenance of Membership”

All UNIT employees who, on the effective date of this Memorandum, are members
of SEIU, Local 620, and all such employees, who thereafter voluntarily become
members of Local 620, shall maintain their membership in Local 620; subject to
the right to resign membership during the period commencing thirty days prior to
the June 30 of each year of this MOU.

Agency Shop

Pursuant to UNION's initiation allowed by an amendment to the Meyers-Milias-
Brown Act, the CITY and the UNION will abide by the following provisions as they
relate to an agency shop.
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Agency Shop as defined under Meyers-Milias-Brown means “an arrangement that
requires and employee, as a condition of continued employment, either to join the
recognized employee organization, or to pay the organization a service fee in an
amount not to exceed the standard initiation fee, periodic dues, and general
assessments of the organization.” CITY recognizes that UNION has petitioned for
and a majority of employees have cast ballots in a secret ballot election in favor of
agency shop for this bargaining unit.

The United States Supreme Court has decided that Unions may not charge non-
members for expenses unrelated to the actual representation of the employees in
the bargaining unit such as political contributions, organizing activities, and
member-only benefits. Employees who question whether the amount of the
Union’s Agency Fee contains unlawful charges may file a written objection with
the Union to the Agency Fee and, if successful, have their Agency Fee reduced to
cover only the lawfully chargeable amount. Any costs related to this objection
process will be borne by the Union.

6.3  Conscientious Objection:
Any employee who is a member of a bona fide religion, body, or sect that has
historically held conscientious objections to joining or financially support public
employee organizations shall not be required to join or financially support any
public employee organization as a condition of employment. Such employees
shall be required to, in lieu of periodic dues, initiation fees, or agency fees, pay
sums equal to the dues, initiation fees, or agency fees to a nonreligious, non-labor
charitable fund exempt from taxation under Section 501(C)(3) of the Internal
Revenue Code, chosen by the employee from the following: Hospice, CASA, or
United Way for the purpose of payroll deductions. Proof of payments shall be
made on a monthly basis to the Public Agency as a condition of continued
exemption from the requirement of financial support to the UNION.

6.4  Covered employees shall execute written authorization for either UNION dues
deductions, the agency fee, or, if eligible, the charitable contribution. In the
absence of a written authorization, the CITY shall deduct the agency fee from the
employees’ paycheck pursuant to California Government Code Sec. 3502. The
CITY agrees to promptly remit to the UNION all monies deducted accompanied by
a “Agency Fee Deduction Report” to include the names and amounts of
deductions in the same manner and timeframes as the current provision of the
dues deduction reports.

6.5 Rescission of Agency Shop
This agency shop provision may be rescinded by a majority vote of all the
employees in the unit covered by the Memorandum of Understanding, provided
that:

6.5.1 A request for such a vote is supported by a petition of at least 30% of the
employees in the bargaining unit;
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6.6

6.7

6.8

6.5.2 The vote is by secret ballot;

6.5.3 The vote may be taken at any time during the term of the Memorandum of
Understanding, but in no event shall there be more than one vote taken
during each contract year.

Applicability
An agency shop arrangement shall not apply to management, confidential, or
supervisory employees.

Reporting Requirement.

The UNION shall keep an adequate itemized record of its financial transactions
and shall make available annually, to the CITY and to the employees who are
members of the organization, within 60 days after the end of its fiscal year, a
detailed written financial report thereof in the form of a balance sheet and an
opening statement, certified as to accuracy by its president and treasurer or
corresponding principal officer, a certified public accountant, or as otherwise
required by law.

Indemnification.

The UNION shall indemnify and hold the CITY harmless against any liability
arising from any claims, demands, or other action relating to the CITY’s
compliance with the agency shop obligation. The UNION shall comply with all
statutory and legal requirements with respect to Agency Shop.

ARTICLE 7 - TERM

Except as otherwise specifically provided herein, the term of this Agreement commences
July 1, 26122013, and expires and is otherwise fully terminated at midnight on June 30,
20132014.

ARTICLE 8 - RENEGOTIATIONS

8.1

8.2

8.3

In the event either party wants to renegotiate a successor Agreement, such party
shall serve upon the other during the period December 1, 2042-2013 to January
30, 26132014, its written request to begin negotiations as well as its full and entire
written proposals amending this agreement.

The parties agree that, except by mutual agreement, no new subjects may be
introduced into the process after the third negotiations meeting.

Upon receipt of such written notice and proposals, negotiations shall begin no
later than March 1, 20432014.
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ARTICLE 9 - ANTI-DISCRIMINATION

The CITY and UNION mutually agree they will not discriminate against employees for
the exercise of their rights under the State of California Government Code Section 3502.

ARTICLE 10 - WORK SCHEDULE

This article is intended to define the normal hours of work and shall not be construed as
a guarantee of work per day or per week, or of days of work per week.

10.1 WORKDAY:
The normal workday shall be eight hours of work in a 24 consecutive hour period,
except in cases of emergencies. Alternative work schedules can be implemented
upon approval of the City Manager, and providing they are not in violation of FLSA
regulations.

10.2 WORK SHIFT:
Employees shall be scheduled to work on regular work shifts having regular
starting and quitting times. Except for emergencies, employees' work shifts shall
not be changed without 24 hour prior notice to the employee. Call-out or overtime
does not constitute as change in work shift.

10.3 WORKWEEK:
The normal workweek shall be five workdays and two consecutive days of rest in a
seven day period beginning Saturday, 12:00 a.m. and ending seven days later on
Friday night at 11:59 p.m., except in cases of emergencies, or at the specific
request of an employee and approval of department head. Nothing herein shall be
construed to eliminate currently established irregular work schedules.

10.4 OVERTIME COMPENSATION:

10.4.1 All work required by the CITY and actually performed beyond 40 hours
worked in a workweek is defined as Fair Labor Standards Act (FLSA)
overtime. FLSA overtime shall be compensated at one and one-half (times
the employee's regular rate of pay, as defined by FLSA.

10.4.2 Designated CITY holidays shall be considered as time worked for purposes
of computing overtime for personnel working a Monday through Friday,
eight hours a day, schedule with Saturday and Sunday as regular days off.
Employees working other schedules will accrue eight hours holiday time
and, if working on the CITY designated holiday, be paid at the rate of one
and one-half (time the employee’s regular rate of pay, as defined by FLSA.
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Effective upon the ratification of this contract, vacation hours used shall
also be considered as time worked for overtime calculation purposes.

10.4.3 There shall be no double compensation for the same hours of work, nor
any “pyramiding” of overtime.

10.5 COMPENSATORY TIME OFF (CTO):

10.5.1 At the employee's option, Compensatory Time Off may be taken in lieu of
payment for overtime.

10.5.2 CTO may be accrued. An employee's CTO balance shall indicate the
amount of CTO available for employee’s use. For example, if an employee
works two hours of FLSA overtime and elects to accrue CTO, the
employee's CTO balance shall indicate three hours.

10.5.3 An employee's CTO balance shall not exceed a maximum of 60 hours. If
overtime is earned which would exceed this limit, the excess shall be paid
in cash.

10.5.4 All CTO requested by an employee must be approved in advance by the
employee's Department Head.

10.6 EMERGENCIES:

10.6.1 Nothing herein shall be construed to limit or restrict the authority of
management to make temporary assignments to different or additional
locations, shifts, or duties for the purpose of meeting an emergency. Such
emergency assignments shall not extend beyond the period of said
emergency.

10.6.2 Short staffing caused solely by absences due to employees taking
approved paid leave shall not be considered an emergency.

10.7 SHIFT ROTATION:
Shift rotation shall coincide with the first day of a pay period.

ARTICLE 11 - VACATION LEAVE

NOTE: All leave time (vacation, sick leave, holiday, etc.), will be taken off on an hour for
hour basis equaling employee actual time off, regardless of accumulation rates.
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11.1 During the term of this agreement, paid vacation leave shall be earned at the
following rate:

Maximum Entitlement

Service Years Days Hours
1thru 2 10 80
3thru 4 11 88
5thru 6 12 96
7 thru 8 13 104
9 thru 10 14 112
11 thru 12 15 120
13 thru 14 16 128
15 thru 16 17 136
17 thru 18 18 144
19 thru 20 19 152
21 or more 20 160

11.2 The standard for vacation time is eight hours equals one day.

11.3 Effective July 1, 2013, employees will be provided an option to convert up to 40
hours of vacation into compensation per fiscal year provided that at the time of the
conversion request at least 20 hours of vacation time remains in the employee's
vacation bank. Conversion shall be requested during-the-meonth-ofby -November
1% for payment to be made in December.

| 11.34 MAXIMUM ACCUMULATION:

It is recognized long-standing accumulations of vacation time exist for some
employees. In order to compensate employees for this unused vacation time and
reduce this liability for the CITY, CITY and UNION agree on the following policy:

| 11.34.1CITY and UNION agree that the vacation cap to be in place for this unit
will be 220 hours, to be achieved in the following manner:

| 11.34.1.1 Unused vacation leave may be carried over into the calendar
year 2008 and subsequent calendar years to a maximum of 220
hours. Employees exceeding the 220 hour maximum as of the
pay period containing November 1 will be paid off for vacation
time exceeding the 220 hour maximum. Payment shall be
computed based upon the employee’s base hourly rate of pay as
of June 30 of the same calendar year. Vacation pay out will
occur in the first pay period occurring on or after December 1.

| City of Morro Bay General Unit 20122013-20132014 Page 11

- { Formatted: Superscript




11.34.2 Employees separating from the CITY are entitled to pay for
accumulated vacation based upon employee’s base hourly rate of pay as
of June 30 prior to separation.

ARTICLE 12 - HOLIDAYS

12.1 For the purpose of this agreement, the following days are the holidays for the
employees in this unit:

Independence Day July 4

Labor Day 1st Monday in September
Veteran's Day November 11
Thanksgiving Day 4th Thursday in November
Day after Thanksgiving Friday after Thanksgiving
Christmas Day December 25

New Year's Day January 1

Martin Luther King, Jr. Day 3rd Monday in January
Lincoln's Birthday February 12
Washington's Birthday 3rd Monday in February
Memorial Day Last Monday in May
Floating Holiday Varies

Floating Holiday Varies

12.2 Holidays falling on Saturday shall be observed on the preceding Friday and
holidays falling on Sunday shall be observed on the following Monday; and, shall
be considered designated holidays for purposes of overtime.

12.3 One holiday equals eight hours. Accrued holiday time may be taken in less than
eight hour increments.

12.4 Itis agreed that when a holiday is proclaimed by the Mayor of the CITY, then each
employee shall be granted time-off in the same number of equivalent work hours.
Such time-off shall be selected by the Department Head.

12.5 Employees may accumulate up to a maximum of 48 hours holiday time for
holidays worked. Hours of holiday time accumulated over 48 hours will be paid
off. When an employee terminates employment with the CITY, he/she shall
receive pay for his/her current holiday balance up to a maximum of 48 hours at
his/her current base hourly rate.

12.6 CITY’s denial of requested holiday time off shall be neither arbitrary nor
capricious.
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12.7 Employees who work on a CITY designated holiday shall have eight hours
banked and also shall be paid one and one-half times their base hourly rate for
the hours actually worked on the holiday.

ARTICLE 13 - SICK LEAVE

13.1 During the term of this agreement, sick leave shall be earned at the rate of one
eight-hour workday for each calendar month of service. Sick leave used shall be
actual employee time off. For example, if an employee works four 10 hour days
per week and is off sick for one of the 10 hour days, 10 hours shall be deducted
from employee’s sick leave balance. There shall be no maximum to the amount
of sick leave that an employee may accumulate.

13.2 Based on individual utilization of paid sick leave in the preceding calendar year,
employee may convert unused accumulated sick leave into paid vacation leave
once during the following fiscal year, pursuant to the formula below:

Maximum Conversion

Sick Leave Utilization Sick Leave To Vacation Leave
0 hours 96 hours 48 hours
.25 to 8 hours 72 hours 36 hours
8.25 to 16 hours 48 hours 24 hours
16.25 to 25 hours 24 hours 12 hours
Over 25 hours 0 0

At least 160 hours shall remain in employee’s sick leave bank after any
conversion is authorized.

13.3 Upon the service retirement of an employee who has more than 10 years of
service with the CITY, said employee shall be entitled to receive payment for up to
the first 90 days of his/her accrued sick leave at thirty percent (30%) of the
employee's rate of pay as of the date of service retirement.

Service retirement is defined as service retirement from both the CITY and the
respective retirement system thereof.

NOTE: Sick leave converted to service credit for PERS purposes cannot be
compensated (converted to dollars).

ARTICLE 14 - RETIREMENT BENEFITS

14.1 Effeetive duly7,-2012 All employees will contribute the entire employee retirement
contribution.
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14.2 The CITY agrees to continue providing all employees hired prior to January 1,
2012 PERS Miscellaneous employees in this unit with the following PERS
optional benefits (existing employees promoted to another position within the City
will not be considered new hires with respect to retirement formulas):

...~ --- ‘[Formatted: Font: 8 pt

14.2.1 2.7% at 55 plan

14.2.2 Sick Leave Credit Option (Section 20965)
14.2.3 Military Service Credit (Section 21024)
14.2.4 Single Highest Year

14.2.5 1959 Survivor Benefit, 4th Leveld4

14.3 For employees hired on or after January 1, 2012 but before January 1, 2013, and - { Formatted: Font: (Default) Arial

those hired on or after January 1, 2013 who meet the definition of classic member - { Formatted: Font: (Default) Arial

pursuant to the California Public Employee's Pension Reform Act of 2013

(PEPRA) shaII be as foIIows the—PERS#Gen#aet—Amendmen{—rega#dmg—z-lm

14.3.1 2% @ 60 plan (21353)

14.3.2 Sick Leave Option (Section 20965)

14.3.3 Final Compensation Average 36 consecutive highest months (20037)
14.3.4 Military Service Credit (21024)

14.3.5 1959 Survivor Benefit 4t Level (21574)

14.4 Pursuant to_the California_Public_Employees' Pension Reform Act of 2013« - - { Formatted: inent: Left: 0", Hanging: 05",
(PEPRA), effective January 1, 2013, employees hired who meet the definition of . ;2‘?,?0';?,?(’;;‘,, 3'54,,++ P 25_;’,,+

new member under PEPRA, will be covered by the 2% @ 62 retirement formula \ 6"

with the 36 highest months final compensation provision, and shall pay a member "~ {Formmed Font: (Default) Arial

contribution rate of fifty (50) percent of the expected normal cost rate.,

,,,,,,,,,, {Formatted Font: (Default) Arial

‘[Formatted Font: (Default) Arial

I

14.4.1 Sick Leave Option (Section 20965)

14.4.2 Final Compensation Average 36 consecutive highest months (20037)
14.4.3 Military Service Credit (21024)

14.4.4 1959 Survivor Benefit 4 Level (21574)

14.45 The CITY agrees to provide employees hired prior to September 17, 2011 PERS
Safety employees (Harbor Officers) in this unit with the following PERS optional
benefits (existing employees promoted to another position within the City will not
be considered new hires with respect to retirement formulas):

14.45.1 Highest Single Year Compensation (Section 20042)
14.45.2 Sick Leave Credit (Section 20965)

14.45.3 1959 Survivor Benefit (Section 21580)

14.45.4 3% @ 50 Retirement Formula (Section 21362.2)
14.45.5 3rd Level Survivor Benefit (Section 21573)
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14.45.6 Military Service Credit (Section 21204)
14.45.7 4™ Level Survivor Benefit (Section 21574).

17, 2011 and those hired on or after January 1, 2013 who meet the definition of
classic member pursuant to the California Public Employee's Pension Reform Act
of 2013 (PEPRA), the CITY will provide a retirement benefit program through
Public Employees Retirement System (PERS) the retirement benefits set forth in
14.4 above will be modified and reads as follows.

14.56.1 36 consecutive months final compensation

14.56.2 Sick Leave Credit effective 6-24-89 (Section 20965)
14.56.3 4™ Level Survivor Benefit (Section 21574)

14.56.4 1959 Survivor Benefit effective 6-24-89 (Section 21580)
14.56.5 Military Service Credit effective 6-9-98 (Section 21024)
14.56.6 3% @ 55 Retirement Formula

14.56.7 Pre-Retirement Optional Settlement 2 Death Benefit

14 67

California Public Employees Pension Reform Act of 2013 (PEPRA), effective

January 1, 2013, safety employees hired who meet the definition of new member
under PEPRA, will be covered by the 2.7% @ 57 retirement formula with the 36
highest months final compensation provision, and shall pay a member contribution
rate of fifty (50) percent of the expected normal cost rate.

14.7.1 36 consecutive months final compensation

14.7.2 _Sick Leave Credit effective 6-24-89 (Section 20965)
14.7.3 4" Level Survivor Benefit (Section 21574)

14.7.4 1959 Survivor Benefit effective 6-24-89 (Section 21580)
14.7.5 Military Service Credit effective 6-9-98 (Section 21024)
14.7.6 3% @ 55 Retirement Formula

14.7.7 Pre-Retirement Optional Settlement 2 Death Benefit

ARTICLE 15 - HEALTH BENEFITS

15.1.1 Employees of this UNIT shall participate in the PERS medical insurance
plans on a cafeteria style basis, with the CITY contributing the PERS

| minimum (currently $268115/month) to the active employee's medical

insurance and $1.00/month or the amount required by PERS to retiree

medical insurance. Any costs in excess of these contribution rates shall be

paid by the employee and retiree.
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Employee only - up to $715/month or cost of insurance, whichever is less

Employee + 1 — up to $967/month or cost of insurance, whichever is less

| Employee + family - up to $1080/month or cost of insurance, whicheveris <«--- { Formatted: Right: -0.19", Don't keep with
next

less

15.1.43 Effective January 1, 2009 cash-back was eliminated except as
provided herein. Employees receiving cash-back in December 2008 shall

continue to receive the same amount for the term of this agreement except
that if a cash-back employee changes the structure of their insurance (add

dependents, delete dependents, drop insurance with the CITY, change
carriers, etc.) cash-back is not an option. Cash-back will be eliminated for
employees during the open enrollment period in 2012 for calendar year

2013, and in subsequent years, if said employees are required (because of

eliminated plans) to change carrier. In the event an employee receiving
cash-back is forced to make a plan change because the CITY changes

plans and/or ceases to contract with PERS for insurance, that employee
will maintain cash-back.

15.2 DENTAL AND VISION INSURANCE:

eIeeta#h#eeeel%aeemseranee—fer—se#—Lﬁe Insurance is prowded at
$2030,000 per employee. The following rates are effective January 1,

20122013.
Vision Dental Life Totals | City pays | EE pays
Employee only $7.64 $42.87 | $5.70 | $56.21 $49.48 $6.73
Employee + 1 $14.32 | $119.56 | $5.70 | $139.58 | $120.97 $18.61
Employee + 2+ | $19.52 | $119.56 | $5.70 | $144.78 | $125.54 $19.24
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CITY will pay the remaining premium for dental/life and vision.

15.3 Any coverage made available to future retirees beyond COBRA time requirements
shall be paid for by the retiree.

ARTICLE 16 - EDUCATION INCENTIVES

16.1 CITY agrees to reimburse the costs for job related and job-required certifications,
correspondence courses, and licenses (except Class Il driver's license) upon
successful completion of the examination or course by the employee having
written authorization in advance from their department head. This shall include
application fees, examination fees, and certificate fees. Renewal fees may be
paid in advance by the CITY. This provision does not apply to continuing
education requirements.

CITY agrees to provide a CITY vehicle, when available, during normal working
hours for required transportation and will permit paid time for employee to take
examinations scheduled during normal working hours. No mileage payments are
authorized for personal transportation, and time spent outside normal working
hours shall not be compensated, except that tests taken for CITY required
certifications shall be taken in paid status.
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16.2 COLLEGE DEGREES:

16.2.1 CITY agrees to pay the following education incentives on base salary to
regular employees hired prior to January 1, 1998 who hold degrees above
the minimum required in their respective classification.

Associate of Arts Degree - $ 600 annually
Bachelors Degree $1200 annually

16.2.2 If an employee’s job description requires an AA degree and the employee
has a Bachelor's Degree, the employee will receive only the difference
between an AA and a BA degree, or $600 annually.

16.2.3 If an employee’s job description requires a degree or if an employee is
promoted to a classification that requires a degree, the employee shall not
receive education incentive pay for the required degree.

The parties agree that this section shall not be interpreted to reduce the
amount of education incentive pay that any employee hired prior to January
1, 1998 receives, notwithstanding the fact that the employee is promoted to
a higher position requiring a particular degree, or the fact that the job
description for the employee's existing position has been revised to require
a particular degree. In the event an employee hired prior to January 1,
1998 promotes to a position requiring a degree not required by the lower
position, or if the job description for an employee hired prior to January 1,
1998 is revised to require a degree not previously required for the position,
the employee shall continue to receive the amount of the education
incentive pay received in the lower position or previous job description.

16.2.4 Based on the new job descriptions for all classifications which were
adopted in May 1996, employees currently in positions now required to
hold an AA or BA degree according to the job description for the
classification they hold, will continue to receive an educational incentive for
said degree. Any employees hired on or after January 1, 1998 or current
employees promoted on or after January 1, 1998 to positions requiring
degrees will be subject to section 16.2.3 above.

ARTICLE 17 - WORK UNIFORMS

17.1 CITY will provide work coveralls, including laundry service, for each employee
whose working conditions create undue wear and tear on work clothing.

CITY will select and provide uniform work shirt, including laundry service, for all
field employees. Work shirts shall include a CITY logo and the employee's name.
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17.2 Determination of individual entittlement to CITY-provided work uniforms will be at
the discretion of the appropriate department head, and with the approval of the
City Manager. Unit members in classifications currently receiving uniforms shall
continue to do so.

17.3 SAFETY SHOES:

Effective July 1, 2013 , employees required to wear steel-toed safety shoes in the
performance of their duties shall be eligible to receive an annual allowance for the
provision of said shoes in the amount of $126-150 per fiscal year. Proof of
purchase is required. Once purchased, such appropriate footwear must be worn
while working.

ARTICLE 18 — WAGES AND INCENTIVES

18.1 Effective the pay period beginnirg-including Juby7-2012January 1, 2014, salaries
shall be increased by—by five-{5%)two (2%) percent. for-Miscellaneous-and-seven
) percentfo afetv-—con ent\wi o

18.2 Required Certificate.

Employees in the Maintenance Worker classifications in the Collections division
shall receive a $75 per month incentive for the California Water Environment
Association Collections Certificate required by their classification. Those
employee classifications are: Wastewater Collection System Leadworker and
Wastewater Collection System Operator I, Il and IIl.

18.3 Additional Certificate. An employee certified as a Wastewater Treatment Plant
Operator with a certificate issued by the California State Water Resources Control
Board, or those employees certified as Water System Operator and Wastewater
Collection System Operator, shall receive a $50 per month incentive for one
certification above that required by the position held. Those employees certified
as Water System Operator will additionally receive a $50 per month incentive for
one treatment certification above that required by the position held.

18.4 All salary adjustments, including but not limited to merit increases, educational
incentives, and any other pay adjustments will take effect at the beginning of the
next payroll period after the scheduled effective date of the increase.

18.5 Any and all special pay incentives will be calculated on base salary.
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18.6 Attached Exhibit A reflects wages for members of this unit for the duration of this
Agreement.

ARTICLE 19 - SPECIAL PAY PRACTICES

19.1 STANDBY:

19.1.1 Standby duty is defined as that circumstance which requires an employee
so assigned to:

Be ready to respond immediately to a call for service;

Be readily available at all hours by telephone or other agreed upon
communication equipment; and

Refrain from activities which might impair his/her assigned duties upon call.

19.1.2 It is agreed that personnel who are scheduled, on a routine basis, for
standby duty shall be compensated at the rate of thirty-five dollars ($35.00)

per day for each day of scheduled standby duty performed. Effective July - { Formatted: Font: (Default) Arial, 12 pt
1st, 2013, standby pay rates for the following agreed upon days, regardless
of the City recognized holiday schedule, shall be compensated at the rate
of sixty dollars ($60.000. - { Formatted: Font: (Default) Arial, 12 pt
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19.2.1 Call back is defined as that circumstance which requires an employee to \\\\{ Formatted: Font: (Default) Arial, 12 pt
unexpectedly return to work after the employee has left work at the end of ‘{\\{ Formatted: Font: (Defaulf) Arial, 12 pt
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19.2.2 CITY will guarantee a minimum of three work hours credit (four and one
half hours compensation), for each employee called back for work as
defined above.
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19.2.3 Whenever an employee is called back to work, the CITY considers the
employee "on-duty" for three hours even if employee returns home. No
additional call-back time pay is allowed during this period if the employee is
again called back. However, if more than three hours have passed since
the initial call-back and the employee is called back to work again, the
employee may claim an additional three work hours credit (four and one
half hours call-back compensation) under the conditions set forth in 19.2.1
above.

19.2.4 Said employee shall receive either pay or compensatory time-off, pursuant
to Article 10 - Overtime Compensation, for the minimum or for all time
actually worked, whichever is greater.

19.2.5 Employees called back to work pursuant to this section shall be eligible for
mileage reimbursement when utilizing their personal vehicle.

19.3 Members of this Unit who are required by their supervisor to attend meetings
outside of the normal work schedule shall be paid a minimum of three hours at
time and one-half without regard to hours actually worked during the work week.
Meetings during regular work hours shall be included in employees’ regular rate of
pay and not compensated beyond that.

ARTICLE 20 - PROBATION

The probationary period for newly hired employees shall be 12 months. The
probationary period for employees promoted to a higher classification shall be six
months in the new classification. The CITY shall have the option of granting a newly
hired employee regular status at any time after nine months of service.

ARTICLE 21 - GRIEVANCE PROCEDURE

21.1 PURPOSE OF PROCEDURE:

The primary purpose of this procedure shall be to provide a means whereby an
employee, without jeopardizing his/her employment, can express a personal
grievance relating to his/her wages, hours of work, and working conditions, and
obtain a fair and equitable disposition of his/her grievance.

21.2 DEFINITION OF INFORMAL GRIEVANCE:
An informal grievance is defined as an oral (or email) concern by an employee

expressed to his/her supervisor with a request to informally discuss the grievance
with the supervisor and/or the department head.
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21.3 DEFINITION OF FORMAL GRIEVANCE:

A formal grievance shall be defined as any formal written complaint of an
employee filed with his/her immediate supervisor within thirty days of the action or
inaction by the CITY which constitutes the subject of the grievance relating to
his/her wages, hours of work, and working conditions. Such grievance shall not
include performance evaluations or reprimands. However, employees may
provide a written rebuttal to a performance evaluation or written reprimand that
will be attached to the original document for placement in the employee’s file.

21.4 INFORMAL DISCUSSION WITH SUPERVISOR:

An employee shall first pursue all informal grievances with his/her supervisor and
at any time that the employee deems that the informal grievance is a formal
grievance, the employee may reduce it to a formal written grievance.

215 FORMAL CONFERENCE WITH SUPERVISOR:

If an employee does not obtain satisfaction of his/her informal grievance by
means of an informal discussion with his/her supervisor, or if employee is unable
to communicate with his/her supervisor, employee and/or his/her representative
may, by written grievance, request and shall be accorded a formal conference
within ten days with the supervisor and/or department head. The decision of the
supervisor shall be reported to the employee and/or his/her representative within
five business days of the date the conference was held with the supervisor.

21.6 DEPARTMENT REVIEW:

In the event the employee does not obtain satisfaction at any level of review by
means of informal or formal grievance and a formal conference with his/her
supervisors, employee and/or his/her representative may submit the grievance in
writing to the supervisor or department head. The procedure to be followed by the
supervisor who receives a grievance in writing shall be established by each
department head for his/her department, and shall include review of the grievance
by the immediate supervisor and such successively higher levels of management
as may be determined by the department head. A cumulative record of the
decision and the reason for the decision at each level of review shall be
maintained. The ultimate decision shall be that of the department head. The
decision must be reported to the employee in writing within ten business days of
the date that the request for departmental review was submitted to the supervisor.
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21.7 MEDIATION:

If, within ten working days after receipt of the written decision of the
department head the employee is still dissatisfied, he or she may request
the services of a mediator from the State Mediation and Conciliation
Service. CITY is not bound by the determination and/or recommendations
of said mediator.

21.8 APPEAL TO THE CITY MANAGER:

In the event the employee does not obtain satisfaction by means of the
mediator, employee and/or his/her representative shall submit the
grievance in writing to the City Manager within ten days after notification of
the mediator’s determination is given to the employee. The City Manager
may meet with the employee and/or his/her representative, the mediator
and the department head before making a decision; or may waive
administrative review and refer the grievance directly to a committee of the
City Council appointed to hear grievances. A copy of the City Manager’s
decision on the matter must be presented to the employee within ten
business days of the date the grievance was filed with the City Manager.

21.9 SUBMISSION TO A COMMITTEE OF THE CITY COUNCIL:

In the event that the employee does not obtain satisfaction by means of the
administrative procedures outlined above, he/she may request a hearing by
a committee of the City Council. The hearing shall be held by the
committee within fifteen business days of the date of receipt of the request
at the convenience of all parties, unless waived by mutual consent of the
employee and the department head. The hearing shall be informal. The
employee and/or his/her representative, the department head and/or the
City Manager shall appear before the committee to present the facts
pertinent to the case. The burden of proof shall rest with the employee.
The committee shall limit its review of the grievance to the subject matter
contained in the previous steps of the grievance procedure and shall make
its decision within thirty days after the termination of the hearing unless of
the hearing unless a reasonable time extension is deemed necessary and
all parties are notified.

21.10 TIME LIMITS:
In case the time limits outlined above are not observed by the
representative of the CITY, the employee and/or his/her representative

shall have the right to carry the grievance directly to the next higher level of
review.
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21.11 GROUP GRIEVANCE PROCEDURE:

The recognized employee organizations may present a general grievance
(affecting several employees) in writing directly to the City Manager. Upon
receipt of such grievance, the City Manager shall establish a time for a
hearing, at which time all affected parties may appear before the City
Manager to present facts pertinent to the issue. The decision of the City
Manager shall be presented to all parties concerned within fifteen business
days and, within five business days of receipt of the City Manager’'s
decision which is unacceptable, shall be appealable by the group to a
committee of the City Council for their findings and recommendations
within thirty days thereafter. If either party wishes to appeal, they may file
an appeal with the City Council as a whole within five business days of the
final decision of the committee of the City Council.

ARTICLE 22 - NO STRIKE, NO LOCK-OUT

22.1 During the term of this Agreement, the CITY will not lockout any employees nor
will Unit employees or the UNION cause, authorize, advise or encourage any
interruption of work or any other concerted action. The term “interruption of work"
shall mean any work stoppage "sick out”, or strike (including economic, sympathy,
and unfair labor practice strikes) or any intentional slowdown of work. The term
"other concerted action" includes picketing or boycott activities by the UNION.

22.2 There shall be no refusal to work on, handle or produce any materials or
equipment because of a labor dispute.

22.3 Any employee engaging in any action prohibited by this Article shall be subject to
immediate discharge or such other discipline as the CITY may assess. Such
discharge or discipline shall not be reviewable through the Grievance Procedure.

ARTICLE 23 - FULL UNDERSTANDING, MODIFICATION, WAIVER

23.1 This Agreement sets forth the full and entire understanding of the parties
regarding the matters set forth herein, and any other prior or existing
understanding or agreements by the parties, whether formal or informal, regarding
any such matters are hereby superseded or terminated in their entirety.

23.2 ltis agreed and understood that each party hereto voluntarily and unqualifiedly
waives its right to negotiate, and agrees that the other party shall not be required
to negotiate, with respect to any matter covered herein. Notwithstanding the
foregoing, It is agreed that from time-to-time the CITY may introduce changes in
its Personnel Rules and offer the Union an opportunity to meet and confer prior to
implementing changes within the scope of bargaining.
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23.3 No agreement, alteration, understanding, variation, waiver, or modification of any
of the terms or provisions contained herein shall in any manner be binding upon
the parties hereto unless made and executed in writing by all parties hereto, and if
required, approved by the CITY and ratified by the membership of the UNION.

23.4 The waiver of any breach of any term, or condition of this Agreement by either
party shall not constitute a precedent in the future enforcement of all its terms and
provisions.

24.4 The City agrees to meet and confer regarding any change in job titles and
descriptions of represented employees.

ARTICLE 24 - SEVERABILITY

If any provision(s) are held to be contrary to law by a court of competent jurisdiction,
such provision(s) will not be deemed valid and subsisting except to the extent permitted
by law, but all other provisions will continue in full force and effect.

Date: Date:

SEIU LOCAL 620 CITY OF MORRO BAY

Mike Woods, Field Representative William Avery, Chief Negotiator

Michael Mobley, Team Member Andrea Lueker, City Manager

Darryl Scheck, Team Member Susan Slayton, Administrative Services
Director

Rebecca Kelly, Team Member

Jamie James, Team Member

John Gunderlock, Team Member
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CiTY OF MORRO BAY - SEIU
SALARY SCHEDULE
January 1, 2014 - June 30, 2014

Employee paying 100% PERS contribution (8% Misc, 9% HPO)

STEP ANNUAL MONTHLY BIWEEKLY HOURLY

610 ASSOCIATE PLANNER 5 $71,508  $5,959 $2,750.31  $34.3788
WATER SYSTEM SUPERVISOR 4 $68,102 $5,675 $2,619.31 $32.7413

_ ASSOCIATE CIVIL ENGINEER 3 $64,860  $5,405 $2,494.62  $31.1827
620 WWTP SUPERVISOR 2 $61,771  $5,148 $2,375.81 $29.6976
622 COLLECTION SYSTEM SUPERVISOR 1 $58,830 $4,903 $2,262.69 $28.2837
HARBOR PATROL SUPERVISOR 5 $70,157 $5,846 $2,698.35 $33.7293

4 $66,816  $5,568 $2,5669.85  $32.1231

3 $63,634  $5,303 $2,447.46  $30.5933

2 $60,604  $5,050 $2,330.92  $29.1365

1 $57,718  $4,810 $2,219.92  $27.7490

630 HOUSING PROGRAMS COORD 5 $66,511 $5,5643 $2,5658.12 $31.9764
666 HARBOR BUSINESS COORD 4 $63,344  $5,279 $2,436.31  $30.4538
3 $60,328  $5,027 $2,320.31 $29.0038

2 $57,456  $4,788 $2,209.85 $27.6231

1 $54,719  $4,560 $2,104.58 $26.3072

640 BUILDING INSPECTOR 5 $63,897 $5,325 $2,45758  $30.7197
ENGINEERING TECHNICIAN IV 4 $60,854  $5,071 $2,340.564  $29.2567
ASSISTANT CIVIL ENGINEER 3 $57,956  $4,830 $2,229.08  $27.8635
WWTP LEADWORKER 2 $55,196  $4,600 $2,122.92  $26.5365

1 $52,568  $4,381 $2,021.85 $25.2731

650 ASSISTANT PLANNER 5 $61,443  $5,120 $2,363.19  $29.5399
4 $58,516  $4,876 $2,250.62 $28.1327

3 $56,730 $4,644 $2,143.46  $26.7933

2 $53,077  $4,423 $2,04142 $25.5178

1 $50,549 $4,212 $1,944.19  $24.3024

670 RECREATION SUPERVYISOR 5 $61,062  $5,089 $2,348.54  $29.3567
4 $58,155  $4,846 $2,236.73  $27.9591

3 $55,386 $4,616 $2,130.23  $26.6279

2 $52,748  $4,396 $2,028.77  $25.3596

1 $50,236  $4,186 $1,93215  $24.1519

675 WWTP OPERATOR W/LAB ANALYST 5 $59,959  $4,997 $2,306.12 $28.8264
WATER SYSTEM OPERATOR Il 4 $57,104  $4,759 $2,196.31  $27.4538

3 $54,384  $4,532 $2,091.69 $26.1462

2 $51,795 $4,316 $1,99212  $24.9014

1 $49,328 34,111 $1,807.23 $23.7154

661 R&P MAINT LW - STS/PARKS/FACILITIES 5 $59,733  $4,978 $2,297.42 $28.7178
663 COLLECTIONS SYS LEADWORKER 4 $56,888 $4,741 $2,188.00 $27.3500
702 ENGINEERING TECH Il 3 $54,180 $4,515 $2,083.85 $26.0481
2 $51,600 $4,300 $1,984.62 $24.8077

1 $49,143  $4,095 $1,890.12 $23.6264




CITY OF MORRO BAY - SEIU
SALARY SCHEDULE
January 1, 2014 - June 30, 2014

Employee paying 100% PERS contribution (8% Misc, 9% HFPO)

STEP ANNUAL MONTHLY BIWEEKLY HOURLY

690 HARBOR PATROL OFFICER 5 $59,561  $4,963 $2,290.81  $28.6351
4 $56,725  $4,727 $2,181.73  $27.2716

3 $54,023  $4,502 $2,077.81  $25.9726

2 $51,451  $4,288 $1,978.88  $24,7361

1 $49,001  $4,083 $1,884.65 $23.5582

680 WWTP OPERATORH 5 $57,104  $4,759 $2,196.31  $27.4538
WATER SYSTEM OPERATOR I 4 $54,384  $4,532 $2,091.69  $26.,1462

3 $51,795 $4,316 $1,992.12  $24.9014

2 $49,328 %4111  $1,897.23  $23.7154

1 $46,979  $3,915 $1,806.88  $22.5861

MECHANIC 5 $53,910  $4,493 $2,073.46  $25.9183

4 $51,325 $4,277 $1,.974.04 $24.6755

3 $48,898 $4,075 $1,880.69  $23.5087

2 $46,580 $3,882 $1,791.54  $22.3942

1 $44,353  $3,696 $1,705.88  $21.3236

731 ADMINISTRATIVE TECHNICIAN 5 $52.239 $4,353 $2,009.19  $25.1149
735 ADMINISTRATIVE UTILITIES TECH 4 $49,752  $4,146 $1,913.54 $23.9192
3 $47,383  $3,949 $1.82242  $22.7803

2 $45,126  $3,761 $1,735.62 $21.6952

1 $42978  $3,582 $1,653.00 $20.6625

730 ACCOUNT CLK Il

740 WWTP OPR | 5 $51,334 $4,278 $1,974.38 $24.6798
751 MAINTENANCE WORKER Hll - PARKS 4 $48,890 $4,074 $1,880.38 $23.5048
752 COLLECTION SYS WORKER Il 3 $46,561  $3,880 $1,790.81  $22.3851
2 $44,343  $3,695 $1,70550 $21.3188

1 $42,232 $3,519 $1,624.31  $20.3038

791 PERMIT TECHNICIAN 5 $49,084  $4,090 $1,887.85  $23.5981
4 $46,747  $3,896 $1,797.96  $22.4745

3 $44521  $3,710 $1,712.35  $21.4043

2 $42,400 $3,533 $1,630.77 $20.3846

1 $40,382  $3,365 $1,553.15 $19.4144

800 MAINTENANCE WORKER i 5 $47,930 $3,994 $1,843.46 $23.0433
801 COLLECTION SYS WORKER |l 4 $45,647  $3,804 $1,755.65 $21.9457
810 WWTP OIT 3 $43,473  $3,623 $1,672.04 $20.9005
WATER SYSTEM OPERATOR | 2 341,404  $3,450 $1,502.46  $19.9058
ACCOUNT CLERK II 1 $39,432  $3,286 $1,516.62 $18.9577
831 OFFICE ASST. IV 5 $46,133 $3,844 $1,774.35 $22.1793
4 $43,937  $3,661 $1,689.88  $21.1236

3 $41,844  $3,487 $1,609.38  $20.1173

2 $39,851  $3,321 $1,632.73  $19.1591

1 $37,954  $3,163 $1,459.77  $18.2471




CITY OF MORRO BAY - SEIU

SALARY SCHEDULE

January 1, 2014 - June 30, 2014

Employee paying 100% PERS contribution (8% Misc, 9% HPQ)

STEP ANNUAL MONTHLY BIWEEKLY HOURLY

802 COLLECTION SYSTEM WORKER |
840 OFFICE ASST. lif
850 ACCOUNT CLERK |

$42671  $3,556 $1,641.19  $20.5149
$40,639  $3,387 $1,563.04  $19.5380
$38,704  $3,225 $1,488.62 $18.6077
$36,861  $3,072 $1,417.73 $17.7216
$35,105  $2,925 $1,350.1¢  $16.8774

=N WL

Positions in BOLD are filled and/or budgeted
Positions in [TALICS are unfilled and unbudgeted

Positions removed:

660 WATER DISTRIBUTION LEADWORKER
667 MAINT LEADWORKER - FLEET

710 MAINTENANCE WORKER Il - FLEET
720 WATER DISTRIBUTION OPERATOR Iif
760 FACILITY MAINTENANCE WORKER
800 WATER DISTRIBUTION OPERATOR 1|




AGENDA NO: A-7
MEETING DATE: October 22, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 17, 2013
FROM: Robert Schultz, City Attorney

SUBJECT: Adoption of Resolution No. 52 -13 Approving the Real Estate Agreement for the
Sale of City-Owned Vacant Lot Property on the Corner of Coral Avenue and
San Jacinto Street with a Street Address of 2783 Coral Avenue in Morro Bay,
California

RECOMMENDATION:

Adopt Resolution 52-13 approving the Real Estate Agreement for the sale of City-owned property at
on the corner of Coral Avenue and San Jacinto Street with a street address of 2783 Coral Avenue in
Morro Bay, California.

FISCAL IMPACT:

As you can see from the Real Estate Purchase Agreement that is attached to Resolution No. 52-13,
the City has received an offer to purchase the City-owned property at the corner of Coral Avenue
and San Jacinto Street in Morro Bay, California for $935,000.

DISCUSSION:

The City obtained ownership of the property at the southeast corner (SEC) of Coral Avenue and San
Jacinto Street in September 1996. At the time of the dedication, the property was a possible site for
an additional fire station.

In 2005, the City Council determined that alternative sites were better suited for a fire station.
Therefore, pursuant to Government Code section 37421 and Resolution No. 30-05, the City notified
the citizens of its intention to sell the City-owned property referenced above.

At the July 25, 2005 Council Meeting, having received no protests to the sale of the property, the
City Council authorized staff to proceed with procuring a buyer for the property.

From 2005 to 2008, the City tried to market the property for sale on its own but received no
acceptable offers. In 2008-2009, the City contracted with Morro Bay Realty to represent the City in
marketing and negotiating the property. Unfortunately, the City again received no acceptable offers.

Prepared By: Dept Review:

City Manager Review:

City Attorney Review:




At the March 12, 2013 City Council meeting, Council authorized staff to solicit proposals for real
estate contract services to assist in the sale of City-owned property located at the SEC Coral Avenue
and San Jacinto Street. A Request for Proposals was mailed to Morro Bay realtors on March 15th,
with a deadline to respond of April 5, 2013. Five proposals were submitted. At the April 23, 2013
City Council meeting, Council selected Ciano Realty to provide real estate contract services to assist
in the sale of the property.

With the assistance of Ciano Realty, Broc Assets made an offer on the property and has accepted the
terms and conditions of the Purchase Agreement that is attached to Resolution No. 52-13. Broc
Assets will purchase the property at 2783 Coral Avenue, Morro Bay, California for $935,000.

CONCLUSION:
Staff recommends that you approve the Real Estate Agreement and adopt Resolution No. 52-13,
approving the sale of City-owned property located at 2783 Coral Avenue for $935,000.




RESOLUTION NO. 52-13

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
APPROVING THE REAL ESTATE AGREEMENT FOR THE SALE
OF CITY-OWNED VACANT LOT PROPERTY ON THE CORNER OF
CORAL AVENUE AND SAN JACINTO STREET WITH A STREET ADDRESS
OF 2783 CORAL AVENUE IN MORRO BAY, CALIFORNIA

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City obtained ownership of the vacant lot real property located at the
South East Corner (SEC) Coral/San Jacinto Street, Lot 124, Tract 1996 with a street address of
2783 Coral Avenue, Morro Bay, California in September 1996; and

WHEREAS, said property was dedicated to the City as a possible site for a fire
substation. Subsequently, the City has determined that the property at the SEC Coral Avenue and
San Jacinto Street, Lot 124, Tract 1996 is not suited for a fire substation and better locations
exist for a fire substation; and

WHEREAS, pursuant to Government Code section 37350, the City wishes to sell City-
owned real property located at the SEC Coral/San Jacinto Street, Lot 124, Tract 1996 with a
street address of 2783 Coral Avenue, Morro Bay, California for the common benefit of its
citizens; and

WHEREAS, pursuant to Government Code section 37421, and Resolution No. 30-05,
the City notified its citizens of its intention to sell City-owned properties located at the SEC
Coral/San Jacinto Street, Lot 124, Tract 1996 with a street address of 2783 Coral Avenue, Morro
Bay, California; and

WHEREAS, the City designated the real properties at the SEC Coral/San Jacinto Street,
Lot 124, Tract 1996 with a street address of 2783 Coral Avenue, Morro Bay, California for sale
at the Open Session Council Meeting on July 11, 2005 and held a public hearing on July 25,
2005, and after receiving no protests passed and adopted Resolution 30-05 by a unanimous vote;
and

WHEREAS, the City has negotiated the attached Real Estate Agreement with the Buyer
of the property for $935,000.00.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Morro
Bay does hereby approve the attached Real Estate Purchase Agreement for the sale of the City-
owned real property located at the SEC Coral Ave. and San Jacinto Street, Lot 124, Tract 1996
with a street address of 2783 Coral Avenue, Morro Bay, California and authorizes the City
Manager to execute any documents necessary to consummate the sale of the property.



PASSED AND ADOPTED by the City Council, City of Morro Bay at a regular meeting
thereof held on the 22nd day of October 2013, by the following vote:

AYES:
NOES:
ABSENT:

JAMIE L. IRONS, Mayor
ATTEST:

JAMIE BOUCHER, City Clerk



AGREEMENT OF PURCHASE AND
SALE AND ESCROW
INSTRUCTIONS

This AGREEMENT OF PURCHASE AND SALE AND ESCROW INSTRUCTIONS ("Agreement")
is made and entered into this 22 day of October 2013, by and between the City of Morro
Bay ("Seller"), and Broc Assets, Inc., a California corporation ("Buyer") and shall be
effective on the later of the dates specified next to the signatures of Seller and Buyer (the
"Effective Date"), provided Buyer and Seller have delivered executed counterparts of this
Agreement to each other on or before said date.

Now, THEREFORE, for good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, it is mutually covenanted and agreed by Seller and Buyer as
follows:

1. Definitions.

For the purposes of this Agreement the following terms will be defined as
follows:

@) "Real Property”: The Real Property located at 2783 Coral Avenue,
Morro Bay, CA 93442, consisting of approximately 1.07 acres, as legally
described on Exhibit "A" attached hereto.

(b) "Purchase Price": The Purchase Price for the "Property" (as defined
in paragraph 2(e) below) is $935,000.00 (Nine Hundred Thirty Five
Thousand Dollars).

(c) "Deposit": The Deposit consists of $50,000.00 (Fifty Thousand
Dollars) which shall be delivered to Escrow Holder in accordance with
Paragraph 4 below. The deposit shall not be placed into an interest bearing
account by Escrow Holder unless requested by Buyer, but it shall be
invested in a federally insured bank or savings association. The deposit and
interest accruing thereon are deemed to be the "Deposit” hereunder, and
any interest on the Deposit shall accrue for the benefit of Buyer. An
Additional Deposit shall be $50,000.00 (Fifty Thousand Dollars), to be
delivered to Escrow Holder upon acceptance of the Agreement by Seller,
for a total Deposit of $100,000 (One Hundred Thousand Dollars).

(d) "Title Company": The Title Company is First American Title
Company Morro Bay.

(e) "Escrow Holder": The Escrow Holder is First American Title
Company Morro Bay.

) "Closing™ and "Closing Date": These terms are used



interchangeably in this Agreement. The Closing or the Closing Date will be
deemed to have occurred when the deed for the Real Property is recorded in
the official records of the county in which the Real Property is located.

(9) "Closing Date": The Closing Date shall be no later than ten (10)
days after Seller has delivered the "Contingency Removal Notice" (as
defined in Paragraph 6(d) below) to Buyer. In the event the tenth day falls
on a legal holiday, Saturday, Sunday, or Monday, the Closing Date
shall be extended to the next business day.

(h) "Review Period": shall have the meaning set forth in Paragraph
6(d).
) Title Approval Date: shall be the date set forth in Paragraph 5(a)
below.
()] "Notices™ will be sent as follows to:
Seller: City of Morro Bay
595 Harbor Street
Morro Bay, CA 93442
Buyer: Broc Assets, Inc.

10763 Woodside Avenue #C
Santee, CA 92071
tc@brocglobal.com

Escrow Holder: First American Title Company Morro Bay

2. Purchase and Sale.

Subject to all of the terms and conditions of this Agreement and for the consideration set
forth, on Closing Seller shall convey, or cause to be conveyed, to Buyer or to Buyer's nominee
or assignee, and Buyer or its assignee shall purchase from Seller, all of the following:

(@ The Real Property and improvements thereto or thereon
("Improvements"), if any, together with all easements, privileges, and
appurtenances thereto, subject only to such easements and agreements as
may have been approved by Buyer in accordance with Paragraph 5(a)
hereof; and

(b)  All other right, title and interest of Seller constituting part and parcel
of the Property (hereinafter defined), including, but not limited to, trade



names, logos, licenses, development entitlements, permits, air rights,
warranties, rights of way, signs, trademarks, sewer agreements, water line
agreements, utility agreements, water rights and oil, gas and mineral rights
(collectively, the "Intangibles™). Reference herein to the "Property” shall
include the Real Property, Improvements, and Intangibles.

Purchase Price and Payment; Deposit.
The Purchase Price will be paid as follows:

(@  Deposit. Within two (2) business days from the Effective Date,
Buyer shall deliver the Deposit to Escrow Holder. The Deposit shall be
held by Escrow Holder, subject to the following terms and conditions: (i) if
Closing occurs, then the Deposit shall be applied to the Purchase Price; (ii)
if the Closing does not occur as a result of Buyer not approving the
conditions in favor of Buyer as set forth in this Agreement or Buyer's
electing to terminate this Agreement as permitted herein, or as a result of a
breach of this Agreement by Seller, Buyer shall be entitled to the return of
the Deposit as provided in this Agreement and the same shall be returned to
Buyer without any further consent or action required from Seller; and (iii) if
the Closing does not occur because of a breach of this Agreement by Buyer,
Seller shall be entitled to retain Buyer's Deposit as liquidated damages
under Paragraph 10 below.

(b) Cash Balance. The cash balance, less adjustments, shall be delivered
to Escrow Holder by Buyer as and when provided under Paragraph ll(a)
below.

Escrow.

(@)  Execution of Form Escrow Instructions. Seller shall deposit this
Agreement with Escrow Holder upon full execution of same by Buyer and
Seller, at which point escrow (the "Escrow™) shall be deemed to be opened.
Escrow Holder shall thereafter promptly execute the original of this
Agreement and provide copies thereof to Buyer and Seller. Immediately
upon receipt of such duly executed copy of this Agreement, Escrow Holder
shall also notify Seller and Buyer of the opening of Escrow. This
Agreement shall act as escrow instructions to Escrow Holder, and Escrow
Holder shall hereby be authorized and instructed to deliver the documents
and monies to be deposited into the Escrow pursuant to the terms of this
Agreement. Escrow Holder shall prepare the Escrow Holder's standard-
form escrow agreement (if such a form is required by Escrow Holder),
which shall, to the extent that the same is consistent with the terms hereof
and approved by Seller and Buyer and not exculpate Escrow Holder from



acts of negligence and/or willful misconduct, inure to the benefit of Escrow
Holder. Said standard form escrow instructions shall be executed by Buyer
and Seller and returned to Escrow Holder within three (3) business days
from the date same are received from Escrow Holder. To the extent that
Escrow Holder's standard-form escrow agreement is inconsistent with the
terms hereof, the terms of this Agreement shall control. Should either party
fail to return the standard form escrow instructions to Escrow Holder in a
timely manner, such failure shall constitute a material breach of this
Agreement.

(b) Closing Date. This transaction shall close on the Closing Date.

Title Matters.

@) Title Commitment/Review of Title. As soon as practicable after the
date hereof, but in no event later than ten (10) days after the Effective Date,
Seller shall cause Title Company to have delivered or shall cause to be
delivered to Buyer a Title Commitment issued by Title Company covering
the Real Property and the Improvements, which may state that it is subject
to any matter that would be disclosed by a survey (the "Title Commitment"),
together with true copies of all documents evidencing matters of record
shown as exceptions to title thereon ("Underlying Documents™). The Title
Commitment and Underlying Documents shall hereinafter sometimes be
collectively referred to as the "Title Documents”). Buyer shall have the
right to object to any exceptions contained in the Title Commitment by
giving written notice to Seller on or before the later of: (1) the expiration of
the Review Period, or thirty (30) days after Buyer has received the latter of
the Title Documents and the "Survey" referenced in subparagraph 5(b)
below ("Title Approval Date"). If Buyer disapproves of any matter affecting
title (the "Disapproved Title Exceptions"), Seller shall have the right, but
not the obligation, at its sole and absolute discretion, to cure or remove the
Disapproved Title Exceptions by notifying Buyer within seven (7) business
days from Seller's receipt of the notice of Disapproved Title Exceptions
("Seller Title Response Period"). If Seller refuses to remove or cause Title
Company to insure over any Disapproved Title Exceptions in a manner
reasonably acceptable to Buyer ("Seller Refusal to Cure Title™), or does not
respond to the Disapproved Title Exceptions within the Seller Title
Response Period, Buyer may terminate this Agreement by electing to do so
in writing no later than 5:00p.m. Pacific Time on the date which is ten (10)
business days after Buyer's receipt of Seller's Refusal to Cure Title or the
end of the Seller Title Response Period, as the case may be, in which event
Buyer shall receive a refund of its Deposit and any accrued interest thereon,
and the Parties shall have no further liability to one another.



(b)  Survey. Buyer shall have the right to obtain a current ALTA survey
("Survey") of the Property at Buyer's cost. In the event the Survey
describes a state of facts which, in the reasonable opinion of Buyer, renders
the Property unmarketable, uninsurable, materially impacts the use of the
Property, or discloses an encroachment, Buyer shall have the right no later
than the Title Approval Date to request in writing, that Seller cure any such
defect(s) ("Survey Notice"). W.ithin five (5) business days from the date
Seller shall have received the Survey Notice, Seller shall advise Buyer in
writing ('Seller's Election”) that either: (a) Seller is unwilling or unable to
cure said defect(s) within thirty (30) days from the date of Seller's Election,
in which case Buyer shall have the right, and shall notify Seller of its
decision within ten (10) business days of receipt of Seller's Election, to
either waive this contingency or terminate this Agreement and receive back
the Deposit, in which case the parties shall have no further obligations to
one another; or (b) Seller will cure the defect(s) within thirty (30) days
from the date of its election to cure same. Buyer's approval of the Title
Commitment shall be without prejudice to Buyer's right to disapprove the
Survey or any supplementary reports issued by Title Company.

(c) Liens and Assessments. Regardless of whether objected to by Buyer
under Paragraph 5(a) above, if at the date of Closing there are any
monetary liens, assessments or monetary encumbrances against the
Property, except for any lien for local real estate taxes and assessments not
yet due or payable which shall be prorated at Closing as provided below,
Title Company may use any portion of the Purchase Price to satisfy the
same, and Seller shall simultaneously either deliver to Title Company at
Closing instruments in recordable form sufficient to satisfy such liens,
assessments or encumbrances of record, together with the cost of recording
or filing said instruments, or, provided that Seller has made arrangements
with Title Company in advance of Closing, Seller shall deposit with Title
Company sufficient monies, acceptable to and required by it to ensure the
obtaining and recording of such satisfactions and the issuance of the Title
Policy (hereinafter defined) free of any such liens, assessments and
encumbrances. In the event that Seller fails to cure or remove any
exception that it has agreed to cure or remove, Buyer shall have the option
either to (i) terminate this Agreement without prejudice to any action that it
may have against Seller or the Property and receive a refund of its Deposit,
or (i) proceed to Closing and receive a credit against the Purchase Price at
Closing equal to the cost of satisfying and clearing the record of such
monetary liens or exceptions, to be applied against the cash portion of the
Purchase Price.

(d)  Policy of Title Insurance. The title policy ("Title Policy") shall be
an ALTA Owner’s Coverage Policy with liability in an amount equal to the



Purchase Price, showing fee title to the Real Property and the Improvements
as vested in Buyer, or in Buyer's assignee or nominee, subject only to the
exceptions approved by Buyer pursuant to Paragraph 5(a) above, and any
other matters revealed by the Survey, if approved by Buyer, and such other
endorsements thereto as Buyer reasonably requires.

Delivery of Information/Inspections/Due Diligence.

(@)

Seller's Obligation to Deliver Documents.As soon as practicable after the

date hereof, but in no event later than ten (10) business days after the date this
Agreement is executed, except as otherwise set forth, Seller shall have delivered
or shall have caused to be delivered to Buyer the following documents:

(b)

(1) True copies of all subdivision plans, grading plans, civil

engineering plans, building construction plans or drawings,
permits, permit applications, or utility service commitments,
if any, in the possession or control of Seller; Including any
CC&R’s and Design guidelines impacting the development of the

property.

(2) True copies of all soil reports, environmental tests and/or reports

covering the Property (as well as all notices from any source
regarding actual or potential contamination, correspondence, orders
and assessments relating to the environmental condition of the
Property), geological reports, engineering reports and any
correspondence relating thereto;

(3) A copy of any survey of the Property in the possession of the Seller;

Inspections/Testing by Buyer.

(1) Physical Inspection. From and after the date hereof, Seller shall provide

to Buyer and its authorized agents, employees and contractors access to
inspect the Property during normal business hours for the purpose of
making such investigations as Buyer deems prudent with respect to the
physical condition of the Property, including, but not limited to,
engineering inspections and soils borings, at Buyer's sole cost, and Seller
shall cooperate fully with Buyer in completing its inspection.  Buyer
shall keep the Property free and clear of any liens and will indemnify,
defend and hold Seller harmless from all claims and liabilities asserted
against Seller as a result of any such entry by Buyer, its agents,
employees, or representatives. If any inspection or test causes damage to
the Property, Buyer shall restore the damaged area to the same condition
it was in prior to the inspection or test; the obligations of Buyer



hereunder shall survive termination of this Agreement.

(2) Environmental Assessment, Inspection and Testing. During the Review
Period, Buyer shall have the right to have a Phase | and/or Phase Il
Environmental Waste Study completed on the Property; Buyer shall
have the right to approve said study. Buyer shall indemnify, defend and
hold harmless Seller from and against any and all costs, liability,
damage, expense, or cause of action that Seller may suffer or incur as a
result of such environmental assessment of the Property; provided,
however, such indemnity shall not include any diminution in the value of
the Property caused solely by the results of such environmental
assessment.

(3) Inspection of Books and Records. From and after the date hereof until
Closing, and upon two (2) days' written notice to Seller, Buyer and its
authorized agents shall be afforded the opportunity by Seller during
normal business hours to examine all original books and records that
relate to the Property, including but not limited to, zoning-related
documents, soils reports, engineering reports and studies, guaranties,
appraisals, and similar information relating to the Property or its
potential use, and all warranties Seller may have from vendors,
contractors or servicing agents with respect to the physical condition of
the Property or any portion thereof. Buyer or its agents shall have the
right to make copies of such books and records, and to conduct such
review as Buyer deems prudent.

(c)  Governmental Approvals. Buyer's obligation to purchase the Property is
contingent upon Buyer's receipt and approval of all necessary permits, Tract
Map extensions, variances, zoning modifications and other governmental
approvals, instruments or agreements that would allow for the development of
the Property in accordance with that certain Tract Map 2859 approved by the
City Council on November 13, 2007("Governmental Approvals”). Buyer
acknowledges that pursuant to the “Irrevocable Offer of Dedication to Lot 124,
Tract 1996 any future development of the Real Property shall be subject to all of
the Conditions of Approval for the Cloisters Project, ensuring compatibility with
adjacent residential uses and shall be subject to all of the provisions of the
Declaration of Covenants, Conditions, and Restrictions recorded for Tract 1996,
and, more specifically, without limitation, the architectural review, control, and
approval process' set forth in said Declaration and the Real Property must be used
only for single family residential purposes, as provided in the Declaration of
Covenants, Conditions, and Restrictions for Tract 1996.

(d) Time for Buyer to Object. Subject to Paragraph 6(e) below, Buyer shall
have until 5:00 p.m. (Pacific Time) on the date which is thirty (30) days after
the Effective Date (the "Review Period") in which to approve in writing



("Contingency Removal Notice™) in Buyer's sole and subjective discretion the
feasibility of the Property for Buyer's intended use, including but not limited to
the zoning of the Property, availability of utility services and the absence of
environmental restrictions that would affect Buyer's intended use or
development of the Property, appropriate access to surrounding roadways,
availability of any required easements, leases, estoppels, as well as all matters
and things that are subject to Buyer's rights of review, inspection and approval
under this Paragraph 6; provided, however, that any such Contingency Removal
Notice delivered prior to the satisfaction of Seller's obligations as set forth in this
Agreement shall not be deemed a waiver by Buyer of Seller's obligations pursuant
thereto, nor of Buyer' right of objection to the satisfactory performance thereof. If
Buyer affirmatively disapproves any of the foregoing in writing within the
Review Period, as same may be extended under Paragraph 6(e) below ("Review
Period Termination Notice"), this Agreement shall terminate, the Deposit shall
be returned to Buyer and the parties shall have no further obligations to one
another.

() Notice to Elect. In the event Buyer has not timely given the Contingency
Removal Notice, Review Period Extension Notice or Review Period
Termination Notice (collectively, the "Review Period Notices") or, if
applicable the Closing Notice, Seller may require Buyer to either deliver one of
the Review Period Notices, or, if applicable, the Closing Notice, by delivering
to Buyer a written Notice to Elect ("Seller Notice to Elect), in which event
Buyer shall be obligated to provide one of the Review Period Notices, or, if
applicable, the Closing Notice, no later than5 p.m. Pacific Time on the date that
IS two (2) business days thereafter. Should Buyer fail to timely provide one of
the Review Notices after receipt of the Seller Notice to Elect, such failure shall
be deemed to be an election by Buyer to terminate this Agreement, in which
event the Deposit (less any Extension Payments which are to be disbursed to
Seller) shall be returned to Buyer and the Parties shall have no further
obligations to one another.

Operation of and Obligations Relating to the Property Pending Closing.

(@ From and after the date of execution of this Agreement and until Closing,
Seller agrees that it shall not erect any improvements on the Property, provide
any rights of possession to any person or entity by way of a lease or otherwise,
and/or in any manner take an action that could interfere with Buyer's intended
development of the Property without the prior written consent of Buyer, which
consent may be withheld by Buyer in its sole and subjective discretion.

(b)  Seller shall keep all of the insurance policies relating to the Property in
force and in effect between the date of this Agreement and Closing and provide



Buyer with proof of insurance within seven (7) business days from the Effective
Date.

(c) From and after the date hereof, Seller shall not enter into any new
contracts or agreements affecting the Property without the prior written consent
of Buyer, which consent may be withheld by Buyer in its sole and subjective
discretion. Notwithstanding the granting of such consent, all such contracts
shall remain the sole obligation of the Seller.

(d)  Seller shall not do anything to affect title to the Property.

8. Conditions Precedent to Buyer's Obligation to Close.

The obligation of Buyer to consummate the transaction contemplated herein is
subject to the following conditions, inserted for Buyer's sole benefit and which may only be
waived by Buyer in writing. Said conditions are as follows:

(@  The representations and warranties of Seller contained in Paragraph 13(a)
of this Agreement shall be true on the date of Closing in all material respects as
though such representations and warranties were made on and as of such date;

(b)  Seller shall have delivered the instruments and information required under
Paragraph 6 hereinabove to be delivered by Seller as, when and in the manner
set forth therein;

(c) Seller shall have performed and complied with all agreements and
conditions required by this Agreement to be performed or complied with by it
on or prior to the Closing;

(e)  Seller shall confirm in an open session meeting prior to the close of escrow
that Tract Map 2859 for the property was approved by the City Council on
November 13, 2007 and was originally set to expire November 13, 2009. SB 1185
extended the Tract Map until November 13, 2010. AB 33 extended the tract map
until November 13, 2012, AB 208 extended the Tract Map until November 13,
2014 and AB 116 extended the Tract Map until November 13, 2016 and Seller
shall confirm that potable water and sewer services for each of the six lots are and
shall be available during the life of the Tract Map.

(d)  Title Company shall be ready, willing and able to issue the Title Policy
required by Paragraph 5(d); and

(e)  Subject to the provisions of Paragraphs 14(a) and (b) hereof, there shall
exist no damage or condemnation of the Property prior to Closing.



In the event any of the foregoing conditions to closing are not satisfied at the Closing,
Buyer may elect to either: (i) terminate this Agreement, in which case the Deposit shall be
returned to Buyer and the parties shall have no further obligations to one another, or (ii) if the
failed condition was a condition set forth in paragraph 8(c) that constitutes a breach of this
Agreement by Seller, Buyer may seek any remedies available to Buyer under paragraph 10
below; or (iii) Buyer may extend the Closing for up to an additional thirty (30) days, in which
event Seller shall use its best efforts to satisfy any unsatisfied condition, or (iv) Buyer may
waive these conditions and proceed to Closing.

9. Conditions Precedent to Seller’s Obligation to Close.

The obligation of Seller to consummate the transactions contemplated hereby is
subject to the following conditions, inserted for Seller's sole benefit which may only be
waived by Seller in writing. Said conditions are as follows:

(@  The representations and warranties of Buyer contained in this Agreement
shall be true on and as of Closing in all material respects as though such
representations and warranties were made on and as of such date;

(b)  Buyer shall have performed and complied with all agreements and
conditions required by this Agreement to be performed or complied with by it
on or prior to Closing; and

(c) Buyer shall have delivered the instruments and other consideration
required under the terms of this Agreement to be delivered by Buyer as, when
and in the manner set forth herein.

(d) State law requires the Seller obtain a reasonable price for the property and
in order to prevent a challenge that this sale constitutes a gift of public funds,
Seller shall obtain an appraisal for the property that establishes that the selling
price is adequate and not a gift of public funds. Seller shall have thirty (30) days
from the opening of escrow to obtain an appraisal. If the appraisal does not value
the Property at or less than the Purchase Price, Seller shall so advise Buyer in
writing and (i) the parties may agree to adjust the Purchase Price to comply with
the appraised valuation, or (ii) Buyer may terminate this Agreement, in which
case the Deposit shall be returned to Buyer and the parties shall have no further
obligations to one another.

(e)  State law requires that before disposing of property, the City must offer to
sell the property to the County for purposes of developing the property as
affordable housing. Upon the opening of escrow, Seller shall notify the County of
the purchase price and right of first refusal and remove this contingency within
thirty (30) days.

10



() The document entitled Irrevocable Offer To Dedicate Lot 124, Tract 1996
dated September 10, 1996, provides that the Grantor shall have a right of first
refusal to purchase Lot 124, the Real Property, and meet any bona fide offer to the
City for the purchase of said lot. Upon the opening of escrow, Seller shall notify
the Grantor of the purchase price and right of first refusal and remove this
contingency within fifteen (15) days.

In the event any of the foregoing conditions to closing are not satisfied at the
Closing, Seller may elect to either: (i) terminate this Agreement, in which case the Deposit
shall be returned to Buyer and the parties shall have no further obligations to one another, or
(ii) if the failed condition was a condition set forth in paragraph 9(c) that constitutes a breach
of this Agreement by Buyer, Seller may seek the remedy available to Seller under paragraph 10
below; or (iii) Seller may waive these conditions and proceed to Closing. In the event Seller
waives the conditions and proceeds to Closing, and the Closing occurs, Seller shall indemnify
and agree to defend Buyer against any action, claim, award or loss resulting from the non-
waiver of any condition set forth in paragraph 9(e).

10.  Remedies upon Default.

In the event Seller shall breach this Agreement and Seller shall not have cured the
breach within five (5) business days from written delivery of notice of the breach from Buyer,
Buyer shall be entitled to all remedies provide by law.

In the event Buyer shall breach this Agreement and Buyer shall not have cured
the breach within five (5) business days from written delivery of notice of the breach from
Seller, Seller shall be entitled to the Deposit as liquidated damages, and Buyer shall be
relieved of any further obligation to Seller hereunder. Buyer acknowledges that the damages
Seller would sustain due to Buyer's breach would be impractical or extremely difficult to fix.
Accordingly, the parties agree that the amount of damages which would be sustained by Seller
IS estimated to be the Deposit.

SELLER'S INITIALS: BUYER'S INITIALS:

11.  ClosingProcedure.

(@  No later than two (2) business days prior to the Closing Date, Buyer shall
deliver to Escrow Holder an executed estimated closing statement ("Closing
Statement™) that has been approved by Buyer. In addition, and provided that
Title Company confirms to Buyer on the day prior to Closing that, but for the
delivery to it of the cash portion of the Purchase Price, Title Company is ready,
willing and able to proceed to Closing, Buyer shall deliver or cause to be
delivered to Title Company by noon, Los Angeles time, on the Closing Date
the Purchase Price in the manner set forth in Paragraph 3 and such funds as
may be necessary to comply with Buyer's obligations hereunder regarding
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prorations, costs and expenses; and

(b) At least two (2) business day prior to the date of Closing (or when
otherwise indicated), Seller shall have delivered to Title Company counterpart
executed originals of the following documents and the following sums of money
required to be delivered by Seller hereunder:

(1) A Grant Deed in form and content acceptable to Buyer, duly
executed and acknowledged by Seller in favor of Buyer or its nominee or
assignee;

(2) F.LR.P.T.A. certificate and/or such other and further documentation
required by Federal or State law which evidences the fact that Seller is not
a foreign corporation such that buyer would not be obligated by law to
withhold a portion of the purchase price and deliver some to the
appropriate taxing authority;

3) A counterpart of the Closing Statement approved by Seller no later
than one (1) business day prior to the Closing; and

(4)  Such documents, agreements, affidavits and indemnities required by
Title Company in order to issue the Title Policy to Buyer.

(c) At the Closing, Title Company shall cause Title Company to cause the
Grant Deed to be recorded in the Official Records of the county in which the Real
Property is located, bind coverage on the Title Policy and then immediately
disburse the Purchase Price proceeds to Seller (in the manner specified by Seller).

(d) Upon Closing, Seller shall deliver to Purchaser at the Property exclusive
possession of the Property.

12. Costs and Prorations

(@  All expenses and payables of the Property shall be apportioned equitably
between the parties as of Closing on the basis of the actual number of days in the
month of Closing, and with respect to the items enumerated below where a
particular manner of apportionment is provided, then apportionment of such item
shall be made in such manner. If the amount of any proration cannot be
determined at Closing, the Escrow Holder shall make adjustments between the
parties as soon after the Closing as possible.  The obligation to make
apportionment shall survive Closing. Without limitation the following items shall
be so apportioned:

(1) Real estate and personal property taxes and any special assessments,
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based upon the latest previous tax levies. Such items shall be
reapportioned between Seller and Buyer if current tax rates differ from the
latest previous tax rates as soon as the same are known. Seller agrees that
to the extent any additional taxes, assessments or levies are imposed,
assessed or levied against the Property, or any portion thereof at any time
subsequent to Closing but with reference to any period prior thereto, Seller
shall promptly pay to Buyer an amount equal to such additional
assessments or levies;

(2)  Transferable annual permits, licenses, and/or inspection fees, if any,
on the basis of the duration of the same;

(3)  Subject to the provisions of Paragraph 12(c) below, utility charges
levied against Seller or the Property, if any, shall be prorated, and Buyer
shall transfer all such utility services to its name and account immediately
upon Closing, if any;

(b)  The expenses of Closing shall be paid inthe following manner:

(1)  Seller shall pay the cost of the Title Policy (to the extent of the
cost of a CLTA policy) in the amount of the Purchase Price (but not the
cost of additional coverage or any other endorsements requested by
Buyer), all transfer taxes and deed stamps, if any, imposed on the
conveyance of title to the Property to Buyer, the cost of recording the
Deed, any sales taxes that may be owing in connection with the
transactions contemplated by this Agreement and one half of the Escrow
Holder's escrow fee.

@) Buyer shall pay one half of the Escrow Holder's escrow fee, the
difference between the cost of a CLTA Title Policy and the ALTA Policy
being obtained by Buyer and the costs of any endorsements to the Title
Policy ordered by Buyer.

All other Closing fees and expenses, including, but not limited to, the
parties' legal expenses, accounting and consulting fees, and other incidental expenses in
connection with this transaction shall be borne by the party incurring same.

13.  Representations, Warranties and Covenants.

(@)  Seller hereby makes the following representations, warranties and
covenants, each of which is deemed to be material, each of which is stated by
Seller as being true and correct on the date hereof, each of which shall be to the
actual knowledge of Seller, and each of which shall be true on the Closing Date
and survive the Closing:
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1) Seller is the fee simple owner of the Property and has full legal
power and authority to enter into and perform this Agreement in
accordance with its terms, and this Agreement constitutes the valid and
binding obligation of Seller, enforceable in accordance with its terms,
except as such enforcement may be affected by bankruptcy, insolvency
and other laws affecting the rights of creditors generally. The execution,
delivery and performance of this Agreement and all documents in
connection therewith are not in contravention of or in conflict with any
deed of trust, agreement or undertaking to which Seller is a party or by
which Seller or any of its property, including the Property, may be bound
or affected. The execution and delivery of this Agreement and the
performance by Seller of its obligations hereunder require no further
action or approval in order to constitute this Agreement as a binding and
enforceable obligation of Seller, and all such actions have been duly taken
by Seller;

(2) At present there is no claim, action, litigation, arbitration or other
proceeding pending against Seller and relating to the Property or the
transactions contemplated hereby and, there is currently no claim,
governmental investigation or threatened litigation or arbitration
proceedings to which Seller is a party relating to the Property;

(3)  There are no pending or threatened condemnation or a annexation
proceedings affecting the Property or any part thereof, or any intended
public improvements that will result in any charge being levied or
assessed against the Property or in the creation of any lien upon the
Property;

(4)  Seller has not entered into any leases, licenses or other agreements
permitting, nor has Seller entered into any course of conduct that would
permit, any person or entity to occupy any portion of the Property or
otherwise affecting the Property or any part thereof expect for the right of
first refusal to purchase as set forth above. Seller agrees to remove said
contingency within fifteen (15) days of opening escrow.

(5)  Seller does not have any liability for any delinquent taxes and/or
assessments with respect to the Property, nor any interest or penalty in
respect thereof, of any nature that may be assessed against Buyer or
become a lien against the Property. Seller agrees to indemnify Buyer and
save, defend and hold Buyer harmless from and in respect of any and all
damages, claims, losses, expenses, costs, obligations and liabilities
(including reasonable attorneys' fees) resulting from or related to the
nonpayment of any such taxes;
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(b)

(6)  All documents, agreements, matters and things to be submitted to
Buyer by Seller for Buyer's approval pursuant to Paragraph 6 above, or
otherwise, will be true, correct and complete copies thereof as of the date
of submission thereof and, as to any subsequent amendments or
additions, approved in writing by Buyer, as of Closing;

(7)  Seller is not aware of any facts which would preclude or impede
Buyer's efforts to obtain the Governmental Approvals; and

(8) There are no "hazardous materials,” "hazardous waste,” or
"hazardous substances™ in the soil or groundwater under the Property as
those terms are defined under any federal, state or local law, nor have any
claims been made relating thereto, including but not limited to claims
regarding petroleum hydrocarbons in, at, about or under the Property, or
for, connected with or arising out or based upon CERCLA
(Comprehensive Environmental Response, Compensation, and Liability
Act of 1980, 42 U.S.C. 889601 et seq., as amended by SARA (Superfund
Amendment and Reauthorization Act of 1986) and as may be further
amended from time to time), the Resource Conservation and Recovery
Act of 1976,42 U.S.C. 886901 et seq., or any related or other federal, state
or municipal based statutory or regulatory laws, regulations or ordinances.

Buyer hereby makes the following representations and warranties, each of

which is deemed to be material and each of which is stated by Buyer as being
true and correct on the date hereof:

(©)

(1)  Buyer has full legal power and authority to enter into and perform
this Agreement in accordance with its terms, and this Agreement
constitutes the valid and binding obligation of Buyer, enforceable in
accordance with its terms, except as such enforcement may be affected
by bankruptcy, insolvency and other laws affecting the rights of creditors
generally. The execution, delivery and performance of this Agreement
and all documents in connection therewith are not in contravention of or
in conflict with any agreement or undertaking to which Buyer is a party
or by which Buyer may be bound or affected; and

(2)  The execution and delivery of this Agreement and the payment
and performance by Buyer of its payments and obligations hereunder
require no further action or approval in order to constitute this Agreement
as a binding and enforceable obligation of Buyer and all such actions
have been duly taken by Buyer.

Seller and Buyer each hereby represent, warrant and covenant that if

Seller or Buyer becomes aware of any fact or circumstance that would change a
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representation or warranty, then Seller or Buyer, as the case may be, will
immediately give written notice of such changed fact or circumstance to the
other party. In the event that prior to Closing Buyer or Seller discover that any
representation contained in this Paragraph 13 is no longer materially true and
that change would materially and adversely affect the other Party, then the Party
to whom the representation has been made shall have the right to terminate this
Agreement, in which event the Deposit shall be returned to Buyer and the
parties shall have no further obligations to one another. Nothing contained
herein is intended to limit the remedies of either Party in the event a
representation contained herein was known to be false at the time same was
made.

14.  General Covenants and Agreements of Buyer and Seller.

(@) Delivery of Possession. Possession of the Property shall be delivered to
Buyer upon Closing, free of any rights of occupancy by any person or entity.

(b) Damage to or Destruction of Property Prior to Closing; Risk of Loss. In
the event of an earthquake or flood causing any damage or destabilization of the
soil of the Property, Buyer shall have the right to terminate this Agreement in
writing no later than thirty (30) days after such occurrence, in which event Buyer
shall receive a refund of its Deposit and the parties shall have no further
obligations to one another.

(c) Condemnation of Property Prior to Closing. In the event that the
Property or any part thereof becomes the subject of a condemnation proceeding
prior to Closing and/or Seller learns that there is a threat of condemnation prior
to Closing, Seller shall immediately advise Buyer, in writing, thereof.. In the
event of such condemnation or threat of condemnation, Buyer shall have the
option to (i) elect to terminate this Agreement by notice in writing sent within
thirty (30) days of receipt of Seller's written notice to Buyer but in any event at
least two (2) days prior to the Closing, in which case the Deposit shall be
returned to Buyer and neither party shall have any further obligation to or rights
against the other; (ii) not elect to terminate this Agreement and this transaction
will be consummated as described herein, and (1) if all contingencies to Buyer's
obligation to consummate the transaction described herein have been satisfied
or waived then Buyer will be made a party to such proceeding and any award or
settlement payable with respect to such proceeding shall be negotiated by and
will be paid or assigned to Buyer upon Closing, or (2) if all contingencies to
Buyer's obligation to consummate the transaction described herein have not
been satisfied or waived, any award or settlement payable with respect to such
proceeding shall be negotiated by Seller, and acceptance by Buyer (which
acceptance shall not be unreasonably withheld) shall be an additional
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15.

contingency to its obligation to consummate the transaction described herein;
and shall be paid or assigned to Buyer upon Closing; or (iii) if the Buyer elects
to terminate this Agreement, any condemnation award or settlement shall be
negotiated by and shall belong to Seller. Notice of the exercise of such option
hereunder shall be in writing, delivered to Seller at the address set forth in this
Agreement (or such other address as Seller may have theretofore designated in
writing).

(d) Brokers' Commissions. Seller shall pay at closing through escrow any
real estate brokerage commission due Ciano Real Estate, Inc. (“Listing
Broker") and "Selling Broker™) per Listing Agreement, in connection with this
transaction, herewith; provided, however, no commission shall be due and
owing or payable unless and until Closing. Said commission shall be payable in
cash at the Closing. Except for Broker, Seller warrants that Seller did not
negotiate with respect to the sale of the Property through any broker, agent,
finder, affiliate or other third party, or incur any liability, contingent or
otherwise, for brokerage or finder's fees or agent's commissions or other like
payments in connection with this Agreement, or the transactions contemplated
hereby, and hereby agrees to hold harmless and indemnify Buyer from any and
all claims, demands, causes of action or damages resulting therefrom. This
provision shall survive the Closing. Buyer hereby discloses that Buyer is a
licensed California real estate broker acting as both a principal and broker in
this transaction.

(e)  Further Assurances Prior to Closing. Seller and Buyer shall, prior to
closing, execute any and all documents and perform any and all acts reasonably
necessary, incidental or appropriate, to effectuate the purchase and sale and the
transactions contemplated in this Agreement.

()] Time of Essence. Time shall be of the essence with respect to the
obligations of the parties hereunder.

(g) Assignability. Buyer may assign all of its rights and duties hereunder to
any entity or nominate any entity to take title to the Property. Any assignment
is conditional upon the assignee agreeing to be bound by all consents and
approvals theretofore given or deemed to have been given by Buyer.

(h)  Waivers, Amendments and Modifications of Provisions.  Waivers,
amendments or modifications of any term or condition of this Agreement must
be in writing signed by the party against whom such waiver is sought to be
enforced. No waiver by any party of any breach hereunder shall be deemed a
waiver of any other or subsequent breach.

Miscellaneous Provisions.
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(@  Successors and Assigns. Subject to the provisions hereof, the terms and
provisions hereof shall be binding upon and inure to the benefit of the
successors and assigns of the parties hereto.

(b)  Meaning of Terms. When necessary herein, all terms used in the singular
shall apply to the plural, and vice versa; and all terms used in the masculine
shall apply to the neuter and feminine genders.

(c) Entire Agreement. This Agreement is the entire agreement between the
parties hereto with respect to the subject matter hereof and supersedes all prior
agreements between the parties hereto with respect thereto. No claim of
waiver, modification, consent or acquiescence with respect to

any of the provisions of this Agreement shall be made against either party,
except on the basis of a written instrument executed by or on behalf of such

party.

(d  Governing Law. This Agreement is to be governed by and construed in
accordance with the laws of the State of California.

(e) Paragraph Headings. The headings of the several paragraphs of this
Agreement are inserted solely for convenience of reference and are not a part of
and are not intended to govern, limit or aid in the construction of any term or
provision hereof.

(F)  Attorneys' Fees and Costs. If either Seller or Buyer shall obtain legal
counsel or bring an action against the other by reason of the breach of any
covenant, provision or condition hereof, or otherwise arising out of this
Agreement, the unsuccessful party shall pay to the prevailing party reasonable
attorneys' fees and costs, including expert witness fees, which shall be payable
whether or not any action is prosecuted to judgment. The term "prevailing
party" shall include, without limitation, a party who obtains legal counsel or
brings an action against the other by reason of the other's breach or default and
obtains substantially the relief sought, whether by compromise, settlement or
judgment.

(g)  Notices. Any notices given under this Agreement shall be in writing and
shall be served either personally, delivered by U.S. mail, postage prepaid, first
class, or by nationally recognized overnight courier. Notices may also
effectively be given via facsimile, if the party to whom the notice is being sent
has such a device in its office, or by email, provided a complete copy of any
notice so transmitted shall also be mailed in the same manner as required for a
mailed notice. Notices shall be deemed received at the earlier of confirmation
of digital receipt, facsimile transmission, actual receipt, three (3) days following
deposit in U.S. mail, postage prepaid, or one (1) business day following deposit
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with a nationally recognized overnight courier. Notices shall be directed to the
addresses set forth in Paragraph 1 of this Agreement, and may be given by
counsel for a Party on behalf of that Party.

(n)  Severability. If any provision of this Agreement or the application thereof
to any person or circumstance shall be invalid or unenforceable to any extent,
the remainder of this Agreement and the application of such provisions to other
persons or circumstances shall not be affected thereby and shall be enforced to
the greatest extent permitted by law.

(i) Further Assurances on or After Closing. Each party hereto agrees to do all
acts and things and to make, execute and deliver such written instruments as
shall be reasonably necessary to carry out the terms and provisions of this
Agreement. This covenant of further assurances shall survive Closing.

(j)  Other Parties. Nothing in this Agreement shall be construed as giving any
person, firm, corporation or other entity, other than the parties hereto, their
successors and permitted assigns, any right, remedy or claim under or in respect
of this Agreement or any provision hereof.

(k)  Counterparts. This Agreement may be executed in any number of
counterparts, each of which so executed shall be deemed an original; such
counterparts shall together constitute but one agreement. This Agreement may
also be executed and delivered by way of facsimile signatures and confirmed
facsimile transmission, respectively. Delivery by facsimile signatures shall
include digital scanning and delivery, with confirmation of digital receipt, or
by electronic signatures by DocuSign.

1) Construction. This Agreement shall be construed without regard to the
party or parties responsible for the preparation of the same, and shall be
deemed to be prepared jointly by the parties hereto or thereto. Any ambiguity
or uncertainty existing herein or therein shall not be interpreted against either
party, but shall be interpreted according to the application of all other rules of
contract interpretation. The inclusion in this Agreement of provisions not
included in, or deletion of provisions previously included in, prior drafts of this
Agreement shall not be considered in interpreting the provisions of the final
executed version of this Agreement.

(m)  Counting of Days. Unless expressly specified herein, any reference to
"days" shall mean calendar days. To the extent the last day for any act falls on
a Saturday, Sunday or legal holiday, the last day for that act shall be extended
to the next business day.

(n) Special Provisions Regarding National Security. By their execution of
this Agreement, Seller and Buyer hereby make the following additional
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representations, warranties and covenants to each other, all of which shall
survive the execution and delivery of this Agreement and the Closing
described herein:

@) Not a Prohibited Person. Each party (hereinafter sometimes
referred to as the "Representing Party™) hereby represents and warrants
to the other party that the Representing Party is not now, nor shall it be at
any time during the term of Agreement, a "Person" (as hereinafter
defined) with whom a "U.S. Person" (as hereinafter defined) is prohibited
from transacting business of the type contemplated by this Agreement,
whether such prohibition arises under U.S. law, regulation, executive
orders or the "Lists" (as hereinafter defined).

(2 No Investigations. Each Representing Party further represents
and warrants to the other party that neither the Representing Party, nor
any party affiliated with the Representing Party (i) is under investigation
by any governmental authority for, or has been charged with, or
convicted of, money laundering, drug trafficking, terrorist related
activities, any crimes which in the U.S. would be predicate crimes to
money laundering, or any violation of any "Anti-Money Laundering
Laws" (as hereinafter defined); (ii) has been assessed civil or criminal
penalties under any Anti-Money Laundering Laws; or (iii) has had any
of its funds seized or forfeited in any action under any Anti-Money
Laundering Laws.

3 Compliance. Each Representing Party further represents and
warrants to the other party that the Representing Party is in compliance
with, and during the term of this Agreement shall comply with, any and
all applicable provisions of the "Patriot Act" (as hereinafter defined).

4) Prohibited Contracts. Neither Seller nor Buyer may assign any
of their rights under this Agreement to any Person who is listed on the
Lists or who, to the knowledge of the assigning party, is engaged in
illegal activities. Each assigning party shall conduct such due diligence
as may be reasonably required to comply with the foregoing
obligations. Each assigning party shall maintain in its files copies of
such due diligence, and shall provide a copy of same to the other party
upon the submittal of any assignment or request for consent to
assignment.

(5) Source of Funds. Buyer represents and warrants to Seller that
Buyer has taken, and shall continue to take during the term of this
Agreement, such measures as are required by law, and those which may
from time to time be directed by Seller, in the exercise of its reasonable
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judgment, to assure that the funds used to pay the Purchase Price are
derived from permissible sources and transactions that do not violate
U.S. law or, to the extent such funds originate outside the U.S., do not
violate the laws of the jurisdiction in which they originated.

(6) Notification. If either party to this Agreement obtains knowledge
that such party, or an entity affiliated with such party, or the employees
of any of such parties, become listed on the Lists or are indicted,
arraigned, or custodial detained on charges involving Anti-Money
Laundering Laws, then such party shall immediately notify the other
party to this Agreement upon receipt of knowledge of such events, and
the notifying party shall with respect to any employees, immediately
remove such employee from employment.

(7) Definitions. A "U.S. Person" is a citizen of the United States of
America, an entity organized under the laws of the United States of
America, its territories or any of the several states, or an entity having its
principal place of business within the United States of America or any of
its territories. "Lists™ mean any lists published by the Office of Foreign
Assets Control, Department of the Treasury ("OFAC") (including those
executive orders and lists published by OFAC with respect to Persons
that have been designated by executive order or by the sanction
regulations of OFAC as Persons with whom U.S. Persons may not
transact business or must limit their interactions to types approved by
OFAC) including the Specially Designated Nationals and Blocked
Persons list. . "Anti-Money Laundering Laws" shall mean laws,
regulations and sanctions, state and federal, criminal and civil, that (1)
limit the use of and/or seek the forfeiture of proceeds from illegal
transactions; (2) limit commercial transactions with designated countries
or individuals believed to be terrorists, narcotics dealers or otherwise
engaged in activities contrary to the interests of the United States; or (3)
are designed to disrupt the flow of funds to terrorist organizations. Such
laws, regulations and sanctions shall be deemed to include the USA
Patriot Act of 2001, Pub. L. No. 107-56 (the "Patriot Act"), the Bank
Secrecy Act, 31 U.S.C. Section 5311 et. seq., the Trading with the Enemy
Act, 50 U.S.C. App. Section 1 et. seq., the International Emergency
Economic Powers Act, 50 U.S.C. Section 1701 et. seq., and the sanction
regulations promulgated pursuant thereto by the OFAC, as well as laws
relating to prevention and detection of money laundering in 18 U.S.C.
Sections 1956 and 1957.

16. Additional Consideration. Concurrently with the execution of the Agreement, Buyer
shall deliver to Seller the sum of One Hundred Dollars ($100.00), which amount the parties
bargained for and agreed to as independent consideration for Buyer's exclusive right to purchase
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the Property and for Seller's execution, delivery and performance of the Agreement. This sum is
in addition to and independent of the Purchase Price and is non-refundable under any
circumstances.

17. Reimbursements. Seller relinquishes to Buyer its rights to future reimbursements,
fee credits or discounts, or other monetary benefits associated with the Property to which Seller
may now, or in the future, be entitled.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement the day and
year written herein below.

"Buyer" "Seller"

By: By:

Its: Its:
AGREED AND ACCEPTED

"Escrow Holder"

By:

Its:
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EXHIBIT "A™
LEGAL DESCRIPTION OF PROPERTY

(SEE ATTACHED)
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AGENDA NO: B-1
MEETING DATE: October 22, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 15, 2013

FROM: Rob Livick, PE/PLS, Public Services Director/ City Engineer
Steve Knuckles, Fire Chief
Brian Paul Cowen, PE, Building Inspector

SUBJECT: Introduction and First Reading of Ordinance No. 583; Repealing, Amending,
and Reenacting Chapters 14.01-14.12 and 14.52 of the City of Morro Bay
Municipal Code (Buildings and Construction)

RECOMMENDATION

Staff recommends that the City Council introduce for first reading by number and title only,
Ordinance No. 583; repealing, amending, and reenacting Chapters 14.01-14.12 and 14.52 of the
City of Morro Bay Municipal Code (Buildings and Construction) to incorporate the 2013
California Building Standards Code, as adopted by the State of California, and the local
modifications thereto.

ALTERNATIVES
Staff does not recommend any alternatives to Adopting Ordinance No. 583, Building Code
Update.

FISCAL IMPACT
None.

SUMMARY

This Ordinance adopts by reference, the 2013 California Building Standards Code and updates
existing local amendments to coordinate with the format of the new State Codes. The Ordinance
also provides for additional amendments pertaining to fire safety and fire prevention.
Housekeeping changes are also being made to correct typos, spelling and grammar of the
existing Ordinance and to improve coordination and consistency with other State laws and City
Ordinances. The local amendments are codified as modifications to the California Building
Standards Code where required by State law. Division Il of Chapter 1 of the California Building
Code is adopted and amended as the administrative provisions of Title 14.

Prepared By: BC Dept. Review: RL
City Manager Review:

City Attorney Review:




BACKGROUND

The 2013 California Building Standards Code will become effective statewide on
January 1, 2014. The California Building Standards Code is published by the
California Building Standards Commission and located in Title 24 of the California
Code of Regulations (CCR). The building standards in the California Building
Standards Code are State regulations, adopted by various State agencies in the
Executive Branch of State government. State laws require various State agencies to
develop building standards for specific types of buildings, building equipment and
other features. The provisions of CCR Title 24 include requirements for the structural,
plumbing, electrical and mechanical systems of buildings, and for fire and life safety,
energy conservation, and accessibility in buildings.

The California Buildings Standards Commission follows a triennial code adoption
cycle, which trails the revision of the model codes. The term “model code” is generally
understood to mean a code that has been developed by a private code developing
organization and that is available through a license agreement with the publishing entity
for adoption by a political jurisdiction. When a new model code edition becomes
available, the California Building Standards Commission and the other State adopting
agencies review the code to determine if adoption is appropriate. Not all available
model codes are found to be appropriate for use in California.

Those parts of CCR Title 24 that are based on a model code incorporate the model code
language along with State amendments.  The California Building Standards
Commission and other State adopting agencies have determined that the amendments
are necessary to eliminate conflicts with other State laws, regulations and adopted
model codes. These amendments are known as California Amendments.

The California Building Standards Code is applicable to all occupancies throughout the
State of California, whether or not the City Council takes affirmative action to adopt
those standards. State Housing Law requires a local building department to enforce the
law, building standards, and implement regulations of the Department of Housing and
Community Development for residential structures not located in mobile home parks or
special occupancy parks.

Cities and counties may adopt Ordinances enacting building and fire protection
standards that are more restrictive than those requirements provided by CCR Title 24,
when an express finding of need is made that the modifications are reasonably
necessary due to local climatic, topographical, or geological conditions. Local
regulations necessary to carry out the application of the California Building Standards
Code that do not establish building standards, such as administrative provisions, may be
enacted without meeting the requirements of Health and Safety Code § 18941.5, 17958,
17958.5 and 17958.7.

The City of Morro Bay Building and Fire Department staff is recommending the
following revisions to the “Building” and “Fire” Codes with this adoption:



e Permit for flat work or decks exceeding 200 square feet and less than 30 inches
above grade to insure protection of water quality.

e Prohibition of Sky Lanterns due to the fire hazard.
e Allow the sale of “Safe and Sane” fireworks as permitted by the Fire Chief.

CONCLUSION

Staff recommends that the City Council introduce for first reading by title only, Ordinance No.
583; repealing, amending, and reenacting Chapters 14.01-14.12 and 14.52 of the City of Morro
Bay Municipal Code (Buildings and Construction) to incorporate the 2013 California Building
Standards Code, as adopted by the State of California, and the local modifications thereto.

ATTACHMENTS
Attachment 1- “Red-lined” changes to Chapters 14.01-14.12 and 14.52 of the MBMC




ORDINANCE NO. 564583

AN ORDINANCE OF THE CITY COUNCIL OF THE
CITY OF MORRO BAY;
REPEALING, AMENDING, AND REENACTING HFLE4CHAPTERS 14.01-
14.12 and 14.52
OF THE MORRO BAY MUNICIPAL CODE
(BUILDINGS AND CONSTRUCTION)

THE CITY COUNCIL
CITY OF MORRO BAY, CALIFORNIA

CERTAIN STATE AND MODEL CODES RELATING TO FIRE AND LIFE
SAFETY AS FOLLOWS:

1. 26406-2013 California Building Code (volumes 1 and 2)

2. 20102013 California Residential Code

3. Fhe-appendixtoAppendix Chapter 33 of the 1997 Uniform Building Code
4, 20102013 California Electrical Code

5. 2010-2013 California Mechanical Code

6. 2040-2013 California Plumbing Code

97. 2016-2013 California Energy Code
108. 2640-2013 California Historical Building Code

119. 2010-2013 California Fire Code

1210. 2646-2013 California Existing Building Code

4311. 2646-2013 California Green Building Code

1412. 1997 Uniform Housing Code

4513. 1997 Uniform Code for the Abatement of Dangerous Buildings

WHEREAS, Government Code 8 50022, et.seq. and Health and Safety Code §
17922 authorize the City to adopt by reference the California Building Standards Code as
provided in Titles 24 and 25 of the California Code of Regulations and other codes,
including, without limitation, the Uniform Housing Code-and, the Uniform Code for the
Abatement of Dangerous Buildings_and Appendix Chapter 33 of the 1997 Uniform

Building Code; and

WHEREAS, Pursuant to Health and Safety Code § 17950 and 18938(b), the
California Building Standards Code is applicable to all occupancies throughout the State



of California, whether or not the City takes affirmative action to adopt the California
Building Standards Code; and

WHEREAS, Health and Safety Code § 17960, requires a local building
department to enforce State Housing Law, the California Building Standards Code, and
the implementing regulations of the Department of Housing and Community
Development for residential structures; and

WHEREAS, Health and Safety Code § 17958.5 allows the City may make those
changes or modifications to the requirements contained in the provisions published in the
California Building Standards Code as it determines, pursuant to the provisions of Health
and Safety Code 8 17958.7, are reasonably necessary because of local climatic,
geological, or topographical conditions; and

WHEREAS, Pursuant to Health and Safety Code & 18941.5, certain express
findings have been made and are as follows:

FINDINGS

1. The topographic, underlying geologic and surface soil conditions of the hillsides
of the City of Morro Bay are of a gradient and composition such that movement
has historically been known to occur. Soils testing has revealed the presence of
potentially hazardous geologic conditions, including expansive soils, questionable
soils, soils prone to liquefaction and seasonally high ground-water. Therefore, it
is reasonably necessary to adopt regulations for grading operations that are more
restrictive than those adopted by the State of California and codified in the
California Building Standards Code. More particularly, this finding supports the
adoption of Appendix Chapter 33 of the 1997 Uniform Building Code and
modification of Appendix J of the California Building Code.

2. Due to topographic and geologic conditions, development in Morro Bay has
historically been constrained such that building occurred predominantly in the
flatter areas, a scarcity of which resulted in the creation of small lots and the
construction of structures in relative close proximity to one-another. These
conditions are known to be conducive to the spread of fire and therefore, it is
reasonably necessary to adopt standards more restrictive than those adopted by
the State of California and codified in the California Building Standards Code and
California Fire Code for the installation of automatic fire sprinklers on new and
existing buildings, limiting the use of wood shakes or shingles, requiring that
elevator cars be constructed to accommodate an ambulance stretcher, and to
otherwise establish construction and fire prevention regulations more restrictive
than those adopted by the State of California and codified in the California
Building Standards Code to reduce and minimize the potential for loss of and damage
to life and property resulting from fire, hazardous materials, explosions and to protect




firefighters and emergency personnel during emergency operations. More
particularly, this finding supports the modification of California Building Code

| sections 1505.1-anrd-3062-4, California Fire Code sections 302.1, 903.3.1.1 and
4504.1, California Residential Code sections R313.1 and R313.2, California
Electrical Code Article 230-70(A)(1), the deletion of Sections 903.2 through
903.2.10.1 of the California Fire Code and the addition of section R313.3.3.5 to

‘ the Residential Code, and sections 308.1.1.1, 308.1.6.3, 511, 901.4.57 and; 903.2
ana-3310-to the Fire Code.

3. Due to topographic conditions and in order to protect the estuarine environment of
and adjacent to the City of Morro Bay, it is reasonably necessary to adopt
regulations more restrictive than those adopted by the State of California and

‘ codified in the California Building Standards Code; creating more stringent

thresholds for when a building permit is required for construction of sidewalks,
driveways, decks, paving, or flatwork, prohibiting the construction of private sewage
disposal systems and requiring the installation of sewer backwater valves. More

‘ particularly, this finding supports the modification of California Building Code
Section 105.2, California Plumbing Code section 713.0, and the addition of
Plumbing Code section 709.5.

NOW, THEREFORE, the City Council of the City of Morro Bay does ordain as
follows:

| Fitle24Chapters 14.01-14.12 and 14.52 of the Morro Bay Municipal Code is-are
hereby repealed, amended, and reenacted to read as follows:




Chapter 14.01

GENERAL
Sections:
14.01.010 Title and Purpose.
14.01.020 Adoption of Codes .
14.01.030 Building Official and Fire Chief Designated.

14.01.010 Title and Purpose.

This title shall be known and may be cited as "The Buildings and Construction Ordinance of the
City of Morro Bay," Title 14 of the Morro Bay Municipal Code. These regulations are hereby
established and adopted to protect and promote public health, safety and welfare. This title
establishes minimum regulations for construction, fire prevention, and the use and occupancy of
buildings and other structures. This title prescribes regulations and standards that are consistent
with the State Housing Law of California.

14.01.020 Adoption of Codes.

Fifteen-Thirteen documents, one each of which are on file in office of the Building Official,
identified by the seal of the City of Morro Bay, marked and designated as the:

1. 2016-2013 California Building Code (volumes 1 and 2),

2. 2010-2013 California Residential Code,

3. The-appendixtoAppendix Chapter 33 of the 1997 Uniform Building Code published
by the International Conference of Building Officials,

4. 2010-2013 California Electrical Code,

5. 2010-edition-of-the2013-California Mechanical Code,

97. 2016-2013 California Energy Code,

108. 2010-2013 California Historical Building Code,

119, 2010-2013 California Fire Code,

1210. 26402013 California Existing Building Code,

1311. 2010-2013 California Green Building Code,

1412. 1997 Uniform Housing Code, published by the International Conference of
Building Officials,

1513. 1997 Uniform Code for the Abatement of Dangerous Buildings, published by the
International Conference of Building Officials;

are hereby adopted, including chapters and sections not otherwise adopted by agencies of the
State of California, and the appendices thereto as the buildings, construction, and fire prevention
regulations of the City of Morro Bay. The provisions of the above-mentioned are hereby referred
to, adopted, and made a part hereof as if fully set out in this title except as modified hereinafter.



14.01.030 Building Official and Fire Chief Designated.

| The Building-OfficialCity’s Public Services Director/ City Engineer is hereby designated as the
Building Official and Code Official for the City of Morro Bay. The Fire Chief is hereby
designated as the Fire Code Official for the City of Morro Bay. Where the “authority having
jurisdiction” is used in the adopted codes, it shall mean the Building Official or the Fire Chief, as
applicable.




14.02

ADMINISTRATION AND ENFORCEMENT

Sections:
14.02.010 Administration and Enforcement.
14.02.020 Modification of Division Il of Chapter 1 of the California Building Code.

14.02.010 Administration and Enforcement.

The Administration and Enforcement of this title shall be in accordance with Division Il of
Chapter 1 of the California Building Code as adopted and modified, amended, and/ or
supplemented herein.

14.02.020 Modifications of Division 11 of Chapter 1 of the California Building Code.

The California Building Code, adopted in Section 14.01.020, is hereby modified,
amended, and/ or supplemented as follows:

A. Amend Section 103.1 to read as follows:

103.1 Creation of Enforcement Agency. The Building Division of the Public
Services Department of the City of Morro Bay is hereby created and the official in
charge thereof shall be known as the Building Official. Where reference is made to
the Authority Having Jurisdiction or Code Official in the adopted Codes, it shall
mean the Building Official.

B. Add Section 104.8.1 to read as follows:

104.8.1 Liability or Responsibility due to Error or Omission. This title shall not
be construed so as to impose upon the City, or upon any of its officials or employees,
any liability or responsibility for injury or damage resulting from any work approved
or performed with respect to this title, or by reason of any inspection performed
hereunder. No person shall be relieved of the responsibility of compliance with this
title because of an error or omission made by a city official or employee.

C. Add Section 104.9.2 to read as follows:

104.9.2 Cargo Containers, Rail Cars, and Vehicle Bodies. Any person who
intends to bring into the City or otherwise use, alter or relocate within the City any
cargo container, streetcar, boxcar, refrigerator car, motorbus body or similar vehicle
body for the purpose of use or occupancy, shall first make application to the Building
Official and obtain the required permit. The application shall demonstrate that the
proposed use, occupancy, structure, construction, and/ or alteration will conform to
the provisions of this title.



D. Amend Section 105.2, Building Exception 6 to read as follows : <~ -~ 1 Formatted: Numbered + Level: 1 +

« Numbering Style: A, B, C, ... + Start at: 1 +
6._Sidewalks, driveways, decks, paving, or flatwork not more than 30 inches (762« '« | Al9ament: Left * Aligned at: 057+ Indent at:

mm) above adjacent grade, not exceeding 200 square feet, not over any basement
or story below, and not part of an accessible route.

N
AN {Formatted: Indent: Left: 0.76"
N

{Formatted: Indent: Left: 0.76", Hanging:
0.24"

B-E. __Amend Section 109.2 to read as follows:
109.2 Schedule of permit fees. Permit fees shall be as prescribed in the Master Fee
Schedule.

E-F.Amend Section 113 to read as follows:

SECTION 113
BOARD OF APPEALS

113.1 General. In order to hear and decide appeals of orders, decisions or
determinations made by the Building Official relative to the application and
interpretation of the technical provisions this code, there shall be and is hereby
created a board of appeals. The board of appeals shall be appointed by the City
Council and hold office at its pleasure. The Building Official shall be an ex officio
member and shall act as secretary to the board but shall have no vote upon any matter
before the board. The board shall adopt rules of procedure for conducting its
business.

The board of appeals shall also serve as the Local Appeals Board, Housing Appeals
Board, and Accessibility Appeals Board, as defined in Health and Safety Code §
17920.5, 17920.6 and 19957.5.

113.2 Limitations on authority. An application for appeal shall be based on a
claim that the true intent of this code or the rules legally adopted thereunder have
been incorrectly interpreted, the provisions of this code do not fully apply, or an
equally good or better form of construction is proposed. The board shall have no
authority to waive requirements of this code, nor shall the board have any authority
to relative to the administration of this code.

113.3 Qualifications. The board of appeals shall consist of five members who are
qualified by experience and training to pass on matters pertaining to the appeal and
are not employees of the jurisdiction. Two members of the Accessibility Appeals
Board shall be physically handicapped, two members shall be persons experienced in
construction, and one member shall be a public member.

113.4 Appointment. Upon receipt by the Building Official, of a qualified
application for appeal, the Building Official shall within 60 days, recommend to the
City Council five persons who, based on their qualifications and experience, appear



to be suited to hear and decide the appeal. Upon finding that those individuals
indeed appear to be qualified to hear and deciding the appeal, the City Council shall
appoint those persons and they shall be known as the Board of Appeals and shall
have the authority and be tasked with the duties thereof for the purposes of hearing
and deciding that specific appeal.

FG.  Amend Section 114.4 to read as follows:
114.4 Violation Penalties. Any person who violates a provision of this code or fails
to comply with any of the requirements thereof or who erects, constructs, alters,
extends, repairs, moves, removes, demolishes or occupies any building, structure, or
equipment in violation of the approved construction documents, a directive of the
Building Official, or of a permit or certificate issued under the provisions of this
Code, shall be subject to fines and penalties as established in Title 1 of the Morro
Bay Municipal Code, in addition to other penalties as prescribed by law.

G:H. Add Section 114.5 to read as follows:

114.5 Authority to Arrest Persons. The building official shall be a public employee
and not a peace officer, but shall have the authority to arrest persons pursuant to
California Penal Code Section 836.5 for violations of Title 14 of the Morro Bay
Municipal Code. If and whenever any code adopted by reference confers upon the
building official the status of a law enforcement officer, the provisions of this section
shall supersede the adopted code and the building official shall be a public employee
and not a peace officer.



Chapter 14.03

BUILDING CODE
14.03.010 Modifications of the California Building Code.

The California Building Code, adopted in Section 14.01.020, is hereby modified, amended, and/
or supplemented as follows:

A. Adopt appendices H, | and J. Delete appendices A, B, C, D, E, F, G,-ard-K, L and M.

B. Amend Section 1505.1 to read as follows:

1505.1 General. Roof assemblies shall be divided into the classes defined below. Class
A, B, and C roof assemblies and roof coverings required to be listed by this section shall
be tested in accordance with ASTM E 108 or UL 790. In addition, fire-retardant-treated
wood roof coverings shall be tested in accordance with ASTM D 2898. The minimum
roof coverings installed on buildings shall comply with Table 1505.1 based on the type of
construction of the building.

For the purposes of this section, any building surface flatter than forty-five degrees to the
horizontal shall be considered a roof and shall not be covered by wood shakes or
shingles, except as otherwise allowed by this Code.

Exception: Skylights and sloped glazing that comply with Chapter 24 or Section 2610.

B-C. Delete-the text-of Appendix-Jd-and-aAmend Appendix J by reference to contain
the text of-the Appendix-te Chapter 33 of the 1997 Uniform Building Code, which shall
have the same force and effect as if printed here in its entirety and is hereby modified,
amended, and/ or supplemented as follows:



1.  Amend Section 3309.2 to read as follows:

3309.2 Administration. The provisions of Division Il of Chapter 1 of the California
Building Code shall apply to the administration and enforcement of this chapter.

2. Amend Section 3309.7 to read as follows:

3309.7 Liquefaction Study. A study of the liquefaction potential of the site shall be
provided, and the recommendations incorporated into the plans.

Exception: The Building Official may waive this requirement where it is determined
by the geotechnical engineer or engineering geologist that the potential for
liquefaction at the site is low.

3. Delete Section 3309.9.

4. Delete Section 3310.



Chapter 14.04

RESIDENTIAL CODE

14.04.010 Modifications of the California Residential Code.

The California Residential Code, adopted in Section 14.01.020, is hereby modified, amended,
and/ or supplemented as follows:

A. Delete Division Il of Chapter 1. Administration and Enforcement of the Residential
Code shall be as set forth in the California Building Code. Fees shall be as prescribed in
the Master Fee Schedule.

B. Adopt Appendices H and O. Delete Appendices A,B,C,D,E,F, G, I,J,K,L, M, N, P
and; Q-and-R.

C. Amend Section R313.1 and R313.2 to read as follows:

R313.1 Townhouse and One and Two-family dwellings automatic fire sprinkler
systems. An automatic residential fire sprinkler system shall be installed in all new
townhouses and one and two family dwellings, and in all existing townhouses and one
and two family dwellings where alteration results in an increase in floor area in excess of
50 percent, or 1000 square feet. This section shall be applicable to mobile homes and
factory-built housing not located in a mobile home or special occupancy park.

R313.2 Determination of Floor Area. For the purposes of this section, floor area shall
be defined as the area within the exterior walls of the building under consideration. The
floor area of a building, or portion thereof, not provided with surrounding walls, shall
include the usable area under the horizontal projection of the roof or floor above.

For the purposes of this section, buildings shall be considered separate when:

1. The fire separation distance as defined in CBC Sec. 702.1 is not less than that
permitted in CBC Table 705.8 where unprotected openings are allowed in an exterior
wall of a non-sprinklered building, or

2. The buildings are structurally independent, the adjoining walls are constructed of
fire-resistant construction as prescribed in CBC Table 602 without openings or
penetrations, projections comply with CBC Section 705.2, and parapets are
constructed where required by CBC Section 705.11.

D. Add Section R313.3.3.5 to read as follows:

R313.3.3.5 Waterflow Alarm. A local waterflow alarm and remote inspector’s test
valve, installed in accordance with NFPA 13, shall be installed on all sprinkler systems.



Chapter 14.05

ELECTRICAL CODE

14.05.010 Modifications of the California Electrical Code.

The California Electrical Code, adopted in Section 14.01.020, is hereby modified, amended, and/
or supplemented as follows:

A. Adoptannexes-A-and-B-—Delete annexes A, B, C, D, E, F, G,-and-H and I.
Administration and Enforcement of the Electrical Code shall be as set forth in the

California Building Code. Fees shall be as prescribed in the Master Fee Schedule.

B. Amend Article 230-70(A)(1) to read as follows:

230-70(A)(1) Readily Accessible Location. A service disconnecting means shall be
installed at a readily accessible location either outside the building or ether-structure, or
inside nearest the point of entrance of the service conductors.

The disconnecting means shall be accessible to emergency personnel, either directly or by a
remote actuating device, without requiring travel through the building interior.



Chapter 14.06

MECHANICAL CODE

14.06.010 Modifications of the California Mechanical Code.

The California Mechanical Code, adopted in Section 14.01.020, is hereby modified, amended,
and/ or supplemented as follows:

A. Delete Division Il of Chapter 1 and Table +-1114.1. Administration and Enforcement of
the Mechanical Code shall be as set forth in the California Building Code. Fees shall be
as prescribed in the Master Fee Schedule.

B. Adopt appendices A, B, C, -and-D, E, F and G.




Chapter 14.07

PLUMBING CODE

Sections:
14.07.010 Modifications of the California Plumbing Code
14.07.020 Retrofitting with water-saving devices required.
14.07.030 Required sewer backwater valve.

14.07.010 Modifications of the California Plumbing Code.

The California Plumbing Code, adopted in Section 14.01.020, is hereby modified, amended, and/
or supplemented as follows:

A. Delete Division Il of Chapter 1 and Table 2-2103.4. Administration and Enforcement of
the Plumbing Code shall be as set forth in the California Building Code. Fees shall be as
prescribed in the Master Fee Schedule.

B. Adopt appendices-Appendix A;-B-G-Land-LK . Delete appendices A, B, C. D, E. F, G
H, I, J-anrd-KandL.

C. Add Section 709.5 to read as follows:

709.5 A Backwater Valve, extended to and accessible from grade for maintenance, shall
be installed on every Building Sewer.

Exception: Installation of a Backwater Valve shall not be required when, to the
satisfaction of the Building Official, it is determined that the intent and purpose of this
section is otherwise met.

D. Amend Section 713.0 to read as follows:

713.0 Sewer Required.

713.1 Every building in which plumbing fixtures are installed and every premises having
drainage piping thereon shall have a connection directly to a public or private sewer.

713.2 Private Sewage Disposal Systems shall not be permitted.



14.07.020 Retrofitting with water-saving devices required.

A. Every property owner, prior to the sale or transfer of any real property upon which is
located any structure connected to the city’s water supply shall retrofit the structure with the
water-saving devices required for new construction as set forth in this title. In cases where the
Building Official determines the use of such fixtures in existing structures would fail to meet the
requirements of the Plumbing Code, fixtures using the least amount of water which do meet the
requirements of the Plumbing Code shall be utilized.

B. In cases where a buyer intends to demolish all structures on such property within
ninety days from the date of transfer, the structure need not be retrofitted prior to transfer;
provided a covenant and a bond are filed with the city as follows:

1. The property owner shall file with the city clerk a notarized covenant
agreeing to either demolish all structures located on the property connected to the city water
system, within ninety days from the date of transfer or to perform the retrofit required in
subsection A of this section, together with a faithful performance bond, in a form
satisfactory to the city in an amount equal to one hundred and fifty percent of the full cost of
retrofitting all such structures securing faithful performance of the agreement.

2. The agreement shall also authorize and grant the city permission to enter
onto the property and to perform such retrofit in the event the property owner fails to do so.
Further, the property owner shall agree to reimburse the city for all cost incurred by the City
in the event the bond is insufficient.

C. Determination of compliance with the requirements of subsection A shall be made by
the Building Official after an inspection performed by the Building Official or a qualified
plumbing contractor under the supervision of the Building Official, who shall issue a certificate
indicating same to the seller or title company involved. Seller shall pay the fee set forth in the
Master Fee Schedule for such retrofit inspection at the time seller submits the request for the
retrofit inspection. No property transfer shall be recorded until such certificate has been received
by the seller and transferred with the title to the buyer. If noncompliance is found, the property
owner (both seller and buyer) and any title company involved in the transfer shall be in violation
of this code and subject to those penalties as prescribed in Title 1 of the Morro Bay Municipal
Code.

14.07.030 Required sewer backwater valve.

A. Any existing lateral sewer piping upon any premises which services fixtures whose
elevation is lower than the elevation of the first upstream sewer manhole rim, lamp hole, or pump
station receiving manhole, and for which the city has record of a previous sewage backflow
incident involving a clogged sewer main shall be protected from backflow of sewage by installing
backwater valves of a type approved by the Building Official. The property owner shall be
required to provide and install such device.

B. If the property owner fails to install and maintain a backwater valve in good working
condition when required under this section, the Building Official may declare said sewer
connection to be a nuisance and abate such nuisance pursuant to Section 8.12.010 et seq. of this



code by installing an approved-type backwater valve at the owner’s expense. Said property owner
may, in addition, be subject to fines as outlined in subsection E of this section.

C. All house connection sewers, industrial sewers, private sewage disposal systems and
appurtenances thereto, now existing, or hereafter constructed, shall be maintained by the owner of
the property in a safe and sanitary condition and all devices or safeguards which are required by
this section for the operation thereof shall also be maintained in a good working order by the
owner._lt shall be the property owner’s responsibility to maintain that portion of the sewer to the
public main, including the connection to the public main.

D. The director of public works, the health officer, and other duly authorized employees
of the city and the health department bearing proper credentials and identification shall be
permitted to enter all properties for the purposes of inspection, observation, measurement,
sampling, and testing in accordance with the provisions of this section. The director of public
works, the health officer, or their representatives shall have no authority to inquire into any
processes including metallurgical, chemical, oil, refining, ceramic, paper, or other industries
beyond that point having a direct bearing on the kind and source of discharge to the sewers or
waterways of facilities for waste treatment.

E. Violations and Penalties. Any person who is convicted of violation of any provisions
of this section is guilty of an infraction punishable as provided in Chapter 1.16 of this code.



Chapter 14.08

FIRE CODE
Sections:
14.08.010. Purpose.
14.08.020. Bureau of fire prevention.
14.08.030. Fire district established.
14.08.040. Penalties for turning in false alarms.
14.08.050. Fire injury report.
14.08.060. Storage of gasoline driven vehicles.
14.08.070. Citation powers.
14.08.080. Fire Hazard Severity Zones
14.08.090. Modifications of the California Fire Code
14.08.010.____ —Purpose.

This chapter shall be known and may be cited as “The Fire Prevention Regulations of the City of
Morro Bay”, Chapter 8 of Title 14 of the Morro Bay Municipal Code. This chapter prescribes
minimum regulations to reduce and minimize the potential for loss of and damage to life and
property resulting from fire, panic, hazardous materials, and explosions.

14.08.020. Bureau of fire prevention.
The California Fire Code shall be enforced by the fire department or building division of the
public services department under the supervision of the Fire Chief.

14.08.030. Fire district established.
The entire incorporated area of the city is declared to be and is established a fire district.

14.08.040. Penalties for turning in false alarms or for conviction of intentionally setting
afire.

Individuals responsible for turning in false alarms shall be responsible for the cost the fire
department incurs while responding to the fire—alarm. The cost of the false alarm shall be
determined in accordance with the master fee schedule. The intent of this section is not to
penalize those persons who make honest mistakes. Persons convicted of intentionally setting a
fire in violation of any law or ordinance within the city limits shall pay the cost of fighting that
respective fire.

14.08.050. Fire injury report.

Any physician, first aid station, ambulance company or persons who treat or aid any person
injured by a fire, explosion or chemical burn within the municipality shall, within twenty-four
hours, report such treatment and pertinent information to the fire department.



14.08.060. Storage of gasoline driven vehicles.

No one shall store, repair or use any motorcycle, moped or any other gasoline driven vehicle
inside of any dwelling. Storage and repair of gasoline driven vehicles are permitted in garage
areas adjacent to dwellings.

14.08.070. Citation powers.

The Fire Chief, Fire MarshalMarshal and full-time safety members of the Fire Department shall
have the powers of a Peace Officer in performing their duties under this Code, and shall have the
powers of a Peace Officer as provided in California Penal Code, Sections 830.31 and shall have
the authority to issue citations as provided in Title 1 of the Morro Bay Municipal Code.

14.08.080. Fire Hazard Severity Zones.

A. Purpose and Intent. The purpose of this chapter is to provide authority for the
identification of local fire hazard severity zones and provide authority for enforcement of
state and local codes in these zones. The intent of this chapter is to reduce the potential
for fire losses by providing minimum requirements for the protection of properties
constructed in very high hazard severity zones and other wildland/urban interface areas
designated by the fire chief and supported by substantial evidence.

B. Designation-Recommendation. The fire chief is hereby authorized to designate very
high fire hazard severity zones within one hundred twenty days of receiving
recommendations from the California Department of Forestry and Fire Protection.

C. Designation-Not identified. The fire chief may designate areas not identified as very
high fire hazard Severity Zones by the California Department of Forestry and Fire
Protection following a finding supported by substantial evidence in the record that the
requirements for very high fire hazard severity zones are necessary for effective fire
protection within the area(s).

D. Designation-Declined. The fire chief may decline to designate areas identified by the
California Department of Forestry and Fire Protection as Very high fire hazard severity
zones following a finding supported by substantial evidence in the record that the
requirements for very high fire hazard severity zones are not necessary for effective fire
protection with the area(s).

E. Supported by substantial evidence in the record. "Supported by substantial evidence
in the record" shall require the city council to hold a public hearing and make findings
that there is competent substantial evidence in the record to support the fire chief's
designation as fire hazard areas.

F. Enforcement. The Building Official shall enforce the provisions of Chapter 7A of the
California Building Code and Chapter 47-49 of the California Fire Code in all very high
fire hazard severity zones and other areas designated by the Fire Chief and supported by
substantial evidence in the record.

G. Permits. All submittals for subdivision, entitlement, or building permits shall
demonstrate that the proposed project allows for compliance with the provisions of



Government Code Section 51182 and Public Resource Code Section 4291, except where
otherwise allowed by law, to the satisfaction of the Fire Chief and the Building Official.

14.08.090. Modifications of the California Fire Code.

The California Fire Code, adopted in Section 14.01.020, is hereby modified, amended, and/ or
supplemented as follows:

A.

Adopt Appendix Chapter 4 and appendices B, BB, C, CC, D, and-H, I, and K. Delete
appendices A, E, F, G and J.

Section 101.1 is amended to read as follows:

Section 101.1 Title. These regulations shall be known as the Fire Code of the City of
Morro Bay.

Section 103.1 is amended to read as follows:

Section 103.1 General. The Fire Department of the City of Morro Bay is hereby

established and the person in charge thereof shall be known as the Fire Chief. Where the
Code uses the term Fire Official, it shall mean the Fire Chief.

. Section 113.2 is amended to read as follows:

113.2 Schedule of permit fees.
Fees shall be paid in accordance with the Master Fee Schedule.

Section 302.1, “Definitions,” is amended to add the following definition: -

EF.

-

SKY LANTERN. An airborne lantern typically made of paper with a wood frame
containing a candle, fuel cell composed of waxy flammable material or other open flame
which serves as a heat source to heat the air inside the lantern to cause it to lift into the
air. Sky candles, fire balloons and airborne paper lanterns mean the same as sky lanterns.

Section 507.5.4 is amended to read as follows:

507.5.4 Obstruction. Unobstructed access to fire hydrants shall be maintained at all
times. The fire department shall not be deterred or hindered from gaining immediate
access to fire protection equipment or fire hydrants.

The Fire Chief shall have the authority to remove or cause to be removed, without notice,
any vehicle, vessel, or object that is in violation of this section. The owner of said item,
so removed, shall be responsible for all towing, storage, or other costs incurred therein.

\
\
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FG.

H.

Section 308.1.1.1 is added to read as follows:

308.1.1.1 Burning Prohibited-in-Residential-Neighberhoeds. Open burning, bon fires,
recreational fires, and all other outdoor fires are prohibited-in-residential-neighberheeds.

Exception:

Barbeques and portable outdoor fireplaces that conform with the following provision are
allowed.

1. Fires shall be conducted at a safe distance from and in accordance with the
applicable manufacturer’s instructions to prevent the spread of fire to adjacent
structures or other combustible materials.

2. Fire shall be contained in a non-combustible container, not to exceed 3 feet in
diameter and 2 feet in height.

3. Fuel loading shall not exceed 3 feet in diameter or 2 feet in height.

4. Fire shall be fueled by propane, natural gas, charcoal, dried wood, commercial
fire logs, or pellets. Fuels shall not include green waste, yard trimmings,
pressure treated wood, trash, plastic, or other noxious or hazardous materials.

5. Ground fires, sub-surface or pit fires, and earth floored fire rings are prohibited.

6. If in the opinion of the Fire Chief or his or her designee, a fire is potentially

hazardous or smoke is causing a nuisance, the fire shall be extinguished
immediately.

Section 308.1.6.3 is added to read as follows: «

308.1.6.3 Sky Lanterns. The ignition and launching of sky lanterns is prohibited.

Exception: The ignition and launching of sky lanterns may be allowed, subject to the
approval of a permit by the Chief, where it has been determined that adequate safeguards
will be in place.

Section 511 is added to read as follows:

SECTION 511
FIRE SERVICE ELEVATOR

511.1 Elevator car to accommodate ambulance stretcher. Where elevators are-. -

provided, at least one elevator shall be provided for fire department emergency access to
all floors. The elevator car shall be of such a size and arrangement to accommodate an
ambulance stretcher 24 inches by 84 inches with not less than 5-inch radius corners, in
the horizontal, open position and shall be identified by the international symbol for
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emergency medical services (star of life). The symbol shall not be less than 3 inches high
and shall be placed inside on both sides of the hoistway door frame.

Exception: Elevators located within one- and two-family dwellings and townhouses.

GJ. Section 901.4.5 is added to read as follows:

| 901.4.5-7 Partial Sprinkling of Buildings. Partial sprinkling of buildings shall not be
permitted, except where otherwise allowed by NFPA 13R, 13D, and Section 903.3.1.1.1.

| HK. Delete Sections 903.2 through 903.2.10.1.

| £L. Add Section 903.2 to read as follows:
903.2 Where Required. An approved automatic fire sprinkler system shall be installed
throughout:
1. All new buildings exceeding 1000 square feet of floor area.
Exceptions:
a. A structure containing only Group A, Division 5 occupancy.
b. Agricultural accessory buildings and greenhouses.
2. All new buildings and structures on the west side of Embarcadero Road.
Exception:
Installation of an automatic fire sprinkler system shall not be required when, to the
satisfaction of the Fire Chief and the Building Official, it is demonstrated that the
proposed construction, use, and occupancy are minor in scope and nature, that the

installation of an automatic fire sprinkler system would be impractical, and that the intent
and purpose of this section is otherwise met.

3. All existing buildings exceeding 1000 square feet of floor area, where an automatic
fire sprinkler system does not already exist, and a change in the character of use or
occupancy is made, which increases the fire hazard level.

4. All existing buildings, where alterations result in:

a. Anincrease in floor area in excess of 50 percent, or
b. Anincrease in floor area in excess of 1000 square feet.



M.

K=N.
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903.2.1 Determination of Floor Area. For the purposes of this section, floor area shall
be defined as the area within the exterior walls of the building under consideration. The
floor area of a building, or portion thereof, not provided with surrounding walls, shall
include the usable area under the horizontal projection of the roof or floor above.

For the purposes of this section, buildings shall be considered separate when:

1. The fire separation distance as defined in CBC Sec. 702.1 is not less than that
permitted in CBC Table 705.8 where unprotected openings are allowed in an exterior
wall of a non-sprinklered building, or

2. The buildings are structurally independent, the adjoining walls are constructed of
fire-resistant construction as prescribed in CBC Table 602 without openings or
penetrations, projections comply with CBC Section 705.2, and parapets are
constructed where required by CBC Section 705.11.

Amend Section 903.3.1.1 to read as follows:

903.3.1.1 NFPA 13 sprinkler systems. Where other provisions of this code require that a
building or portion thereof be equipped throughout with an automatic sprinkler system in
accordance with this section, or where a building contains two or more occupancies or
uses, sprinklers shall be installed throughout in accordance with NFPA 13 as amended in
Chapter 47 except as provided in Section 903.3.1.1.1.

“ Sl ‘[Formatted: Indent: First line: 0" J

Section 4504-13604.1 is amended to read as follows:
4504-13604.1 General. Piers, marinas, docks, fuel docks, wharves and similar boat

mooring facilities shall be equipped with fire protection equipment in accordance with
Section 4504.2 through 4504.6 and as otherwise required by the Chief.

Section 3310-5609 is added to read as follows:
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33105609. Sale and Use of Fireworks Unlawful. The sale or use of fireworks,
pyrotechnics, and others explosives shall be unlawful.

Exceptions:

1. The sale of fireworks, approved by the State Fire Marshal as “safe and sane,” shall
be permitted, subject to the approval of a permit by the Chief.

N — ‘{ Formatted: Indent: Left: 0.79", No bullets or
1.2.The use of fireworks, approved by the State Fire MarshalMarshal as “safe and numbering
sane,” shall be permitted on private property only.

2.3. Public fireworks displays may be allowed, subject to the approval of a permit by the
Chief.



3-4. Pyrotechnics for use in movie industry operations may be allowed, subject to the
approval of a permit by the Chief.

4.5.This section shall not apply to the sale and use of State Fire MarshalMarshal
approved and listed party poppers and snap caps.



Chapter 14.09

EXISTING BUILDING CODE

14.09.010 Modifications of the California Existing Building Code

The California Existing Building Code, adopted in Section 14.01.020, is hereby modified,
amended, and/ or supplemented as follows and shall be the technical strengthening provisions for
buildings subject to Chapter 14.18 of this title:

A. Amend Section A102.1 of Appendix Chapter Al to read as follows:

A102.1 General. The provisions of this chapter shall apply to all existing buildings having
at least one unreinforced masonry bearing wall. The elements regulated by this chapter shall
be determined in accordance with Table Al-A. Except as provided herein, other structural
provisions of the building code shall apply. This chapter does not apply to the alteration of
existing electrical, plumbing, mechanical or fire safety systems.

Exception: This section shall not apply to detached one-family or two-family dwellings and
detached apartment houses containing less than five dwelling units and used solely for
residential purposes.



Chapter 14.10
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Chapter 14.11

HOUSING CODE

14.11.010 Modifications of the Uniform Housing Code.

The 1997 Uniform Housing Code, adopted in Section 14.01.020, shall have the full force and

effect as if printed here in its entirety and is hereby modified, amended, and/ or supplemented as

follows:

A. Amend Section 103 to read as follows:

SECTION 103-SCOPE
The provisions of this code shall apply to all buildings or portions thereof used, or
designed or intended to be used, for human habitation. Such occupancies in existing
buildings may be continued as provided in Chapter 34 of the Building Code, except such
structures as are found to be substandard as defined in this code.
Where any building or portion thereof is used or intended to be used as a combination
apartment house- hotel, the provisions of this code shall apply to the separate portions as
if they were separate buildings.

Rooming houses, congregate residences or lodging houses shall comply with all
requirements of this code for dwellings.

B. Amend Section 104.1 to read as follows:

104.1 Additions, Alterations, or Repairs. For additions, alterations or repairs, see
Chapter 34 of the Building Code.

C. Amend the following definitions, located in Section 401, to read as follows:

BUILDING CODE is the 2016-California Building Code, as adopted and amended by
this jurisdiction.

HEALTH OFFICER is the legally designated head of the San Luis Obispo County
Department of Public Health.

MECHANICAL CODE is the 2640—California Mechanical Code, as adopted and
amended by this jurisdiction.

PLUMBING CODE is the 2640-California Plumbing Code, as adopted and amended by
this jurisdiction.



Chapter 14.12

DANGEROUS BUILDINGS CODE

14.12.010 Modifications of the Uniform Code for the Abatement of Dangerous Buildings.
The 1997 Uniform Code for the Abatement of Dangerous Buildings, adopted in Section
14.01.020, shall have the full force and effect as if printed here in its entirety and is hereby
modified, amended, and/ or supplemented as follows:
A. Amend Section 103 to read as follows:
SECTION 103- ALTERATIONS, ADDITIONS AND REPAIRS
All buildings or structures which are required to be repaired under the provisions of this
code shall be subject to the provisions of Chapter 34 of the Building Code.
B. Amend the following definitions, located in Section 301, to read as follows:

BUILDING CODE is the 2010-California Building Code, as adopted and amended by
this jurisdiction.

HOUSING CODE is the 1997 Uniform Housing Code, as adopted and amended by this
jurisdiction.



Chapter 14.52

MARINE DOCKS AND STRUCTURES

Sections:
14.52.010 Floating docks.
14.52.020 Definitions.
14.52.030 Permits required.
14.52.040 Application for permit.
14.52.050 Parking requirements.
14.52.060 Safety.
14.52.070 Sanitation.
14.52.080 Floating dock construction.
14.52.090 Large floating dock construction.
14.52.100 Small private floating dock construction.
14.52.110 Materials except for private floating docks.
14.52.120 Flotation for all floating docks.
14.52.130 Gangway design.

14.52.010 Floating docks.

The intent of this chapter is to regulate floating docks and marina construction as defined
in this chapter within the city limits. The design and specification criteria is in addition to all
other city codes, ordinances and rules and regulations and is in addition to applicable laws or
statutes of the United States or the state and to any applicable rule, regulation, or order of any
state or federal agency. (Ord. 37 § 1 (part), 1965: prior code § 4270)

14.52.020 Definitions.

A. “Floating dock” means a moorage for boats, ships and sailing vessels supported by a
buoyant method acceptable to this chapter which may or may not be attached to land. For
purposes of this chapter, floating docks are further classified in this section as public floating
docks and private floating docks limited to single family use.

B. “Floating marina” means a moorage defined as a floating dock which has buildings
or equipment and/or structures on it used for service to boats. (Ord. 37 § 1 (part), 1965: prior code
§ 4271)

14.52.030 Permits required.

It is unlawful for any person to commence, or cause to be commenced, any construction
of any floating dock or marina or other similar work governed by this chapter without having first
obtained a permit evidencing approval of the city building department of all construction plans,
specifications and schematic and working drawings pursuant to which such structure is to be
constructed, all as provided in this chapter. After the issuance of such permit and approval of such
plans and specifications and other documents, the construction of such approved structure or
facility shall be in strict compliance with such approved plans, specifications and documents. See
Master Fee Schedule. (Ord. 225 § 78, 1982; Ord. 37 § 1 (part), 1965: prior code § 4272(a))

14.52.040 Application for permit.

The applicant for a permit for the construction of any floating dock or marina or other
facility of a similar nature governed by this chapter shall submit to the planning and building
department of the city the following:



A. Three copies each of the plot plan (including the parking layout), full construction
plans and specifications, complete working drawings, schematic drawings of electrical and
mechanical work, and other similar documents;

B. Evidence that an encroachment permit has been obtained from the city if the
construction work is to be done on or abutting city property;

C. Evidence that the applicant has the approval of the owner of the property over which
the facility is to be located and the abutting land area to construct such facility;

D. Evidence that the applicant has complied with all applicable statutes and laws of the
United States, or the state, and with all applicable rules, regulations and orders of any state or
federal agency;

E. Where the approval of any other city or county department or agency is required,
evidence that such approval has been obtained;

F. Where the applicant seeks a permit for construction of a floating marina or any
floating dock in excess of four hundred square feet in area or fifty feet in length measured
perpendicular to the shoreline, evidence that a ticensed-civil-engineerCalifornia Registered Civil
Engineer or Licensed Architect has prepared the plans and specifications for the construction
thereof;

G. The complete design criteria on which the plans and specifications for such facility
are based, including the severity of the design wave action; and

H. Any other information reasonably required by the planning and building department
in order to evaluate the proposed facility. (Ord. 37 § 1 (part), 1965: prior code § 4272(b))

14.52.050 Parking requirements.

A. Commercial boat docking facilities shall provide one vehicle parking space for each
one and one-half mooring spaces and/or each twenty-five lineal feet of dock, plus one added
space for each two employees. Parking spaces shall be located within one thousand feet of the
mooring or dock spaces.

B. Parking requirements for commercial facilities housed in buildings, such as
restaurants, which are used in conjunction with a marina or dock facility shall be the same as
required by Title 17, zoning.

C. All other parking shall conform to the standards established in Title 17, zoning. (Ord.
66 § 16, 1967; Ord. 37 § 1 (part), 1965: prior code § 4273)

14.52.060 Safety.

Firefighting appliances and equipment shall be provided and maintained in an operable
manner for all commercially operated marinas and dock facilities, as specified by ordinances of
the city, and all installations shall be subject to the approval of the chief of the fire department.

Domestic water service to any floating facility shall meet minimum requirements
established by the department of public works, and the county health department and such
approval shall be made a part of the construction plans.

Illumination shall be provided at passenger loading areas of commercial piers, floats and
docks. A ial-pi i h i i

All railing on floating facilities shall be designed for a minimum twenty pound lineal foot
horizontal load applied at the top railing. The minimum height of the railing shall be forty-two
inches above adjacent floor level. (Ord. 37 § 1 (part), 1965: prior code § 4274)

14.52.070 Sanitation.

Removal of sewage from floating facilities shall be subject to the approval of the
department of public works and the county health department and approval of the method of
disposal desired shall be obtained at the time the construction plans are submitted. In addition to



other sanitary requirements for buildings, all public floating docks or floating marinas shall have
a minimum of two restroom facilities (one for male and one for female) for each seventy-five
mooring spaces available. The maximum walking distance from boat berth to restroom shall not
exceed four hundred feet. (Ord. 37 § 1 (part), 1965: prior code § 4275)

14.52.080 Floating dock construction.
Construction requirements for a floating dock less than two thousand square feet, except
private floating docks less than four hundred square feet, are as follows:

Pier width — 4’0" minimum
Gangway width — 3’0" minimum
Main access width — 6’ for finger floats 35’ or less in length.

8’ for over 35’ finger length or when

main access float exceeds 350°.
Finger float width — 3’ minimum for 30’ or less in length.

4’ minimum for over 30’ in length.

All docks shall be designed for boat moorage on at least one side of the boat unless
otherwise approved by the building official. Guardrails shall be provided on all access piers and
gangways and floats intended for gathering places such as food distribution areas and similar
service areas.

The clear water dimension between opposing rows of finger floats shall be a minimum of
1.75 times the length of the longest finger float. (Ord. 37 § 1 (part), 1965: prior code § 4276.1)

14.52.090 Large floating dock construction.
Construction requirements for large floating docks (over two thousand square feet of float
area) are as follows:

Pier width — 8’0" minimum.
Gangway width — 4’0" minimum.
Fueling float or similar service areas — 10" minimum width.
Finger floats — 4’0" minimum width.

The clear water dimensions between opposing rows of finger floats shall be a minimum
of two times the length of the longest finger float.

Guide piles shall be installed at ends of all fingers attached to outboard end of main
access float and at all floats exceeding thirty-five feet in length in ocean waters and inland waters
not subject to fluctuation. Maximum spacing of guide piles for main floats shall be forty feet.
Piles shall meet the requirements of the Uniform Building Code. (Ord. 37 § 1 (part), 1965: prior
code § 4276.2)

14.52.100 Small private floating dock construction.
Small private floating docks (less than four hundred square feet, etc.) shall meet flotation
and anchorage requirements of this chapter. (Ord. 37 § 1 (part), 1965: prior code § 4276.3)

14.52.110 Materials except for private floating docks.

Flotation units shall be made of one of the following types of material: Concrete, pressure
molded fiberglass, reinforced plastic, or an expanded cellular plastic material coated with an
approved material to prevent physical or chemical damage.

Iron and steel parts shall be heavily galvanized or equally protected with a corrosion
resistant coating.



Deck surfaces may be either concrete, plastic or wood. Lumber shall be a minimum of
one and five-eighths inches net thickness. Plywood shall be marine exterior of three-fourths
inches minimum thickness. All surfaces shall have a nonslip finish.

All lumber shall receive a full cell process salt preservative treatment in accordance with
the specifications of the American Wood Preservers’ Association. (Ord. 37 8 1 (part), 1965: prior
code § 4277)

14.52.120 Flotation for all floating docks.

A. Design Loads. All portions of facility shall be designed to resist full dead load plus
live loads. All buoyant units shall resist full design loads with maximum seventy-five percent
submergence of unit.

B. Lateral Loads. All portions of facility shall be designed according to minimum
requirements of the Uniform Building Code.

C. Vehicular Loads. All portions of facility shall be designed in accordance with the
standard specifications for highway bridges as adopted by the American Association of State
Highway Officials.

D. Finger Floats and Main Access Floats. The minimum design live load shall be fifteen
pound square feet or a five hundred pound concentrated load on one square foot at any location,
whichever causes the worst condition.

E. Fueling floats and Similar Service Area Floats. The minimum design live load shall
be twenty pound square feet or a five hundred pound concentrated load on one square foot at any
location, whichever causes the worst condition. (Ord. 37 § 1 (part), 1965: prior code § 4278)

14.52.130 Gangway design.

Gangways shall be provided at the end of all main floats. Where the gangway rests on the
main float, adequate width shall be provided at the main float to provide clear width of eight feet
on one side or four feet on each side of the gangway to the edge of the main float.

Gangways shall be designed for a live load of fifty pound square feet minimum. Special
float conditions may require a greater live load to be considered, subject to the approval
of the building official. (Ord. 37 8 1 (part), 1965: prior code § 4279)
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INTRODUCED at a regular meeting the of the City Council of Morro Bay, held on the
| thday of , 2020-2013 by motion of Councilmember , seconded by
Councilmember .

PASSED AND ADOPTED on the day of , 20462013, by the following vote:
AYES:

NOES:
ABSENT:

JANICEPETERSJIAMIE L.
IRONS,-Mayor

ATTEST:

BRIDGETFKESSHINGJAMIE BOUCHER, City Clerk

APPROVED AS TO FORM:

ROBERT SCHULTZ, City Attorney



TO:

AGENDA NO: B-2
MEETING DATE: October 22, 2013

Staff Report

Honorable Mayor and City Council DATE: October 15, 2013

FROM: Kathleen Wold, Planning Manager

SUBJECT: Zoning Text Amendment A00-015 Draft Sign Ordinance (Municipal

Code Section 17.68)

RECOMMENDATION

Staff recommends that the City Council:

1.

2.

Open the public hearing and receive testimony;

Direct staff to prepare an environmental document based on the draft Sign Ordinance as
forwarded by the Planning Commission on September 4, 2013 and return with the
environmental document and the draft Sign Ordinance for the first reading on December
10, 2013.

ALTERNATIVES

1.

2.

3.

Review the draft Sign Ordinance and return the Ordinance to Planning Commission for
additional changes based on public testimony and Council direction.

Take no action to change the Sign Ordinance and direct staff to not pursue a Zoning Text
Amendment.

Direct staff to bring back sections of the Ordinance to allow a more in depth review of
the document.

FISCAL IMPACT

Costs associated with a drafting of an amended Sign Ordinance are as follows:

Environmental—staff’s time to prepare a Negative Declaration

Noticing Costs—noticing the draft Sign Ordinance environmental review and the Public
hearing for adoption.

Staff time—staff costs including time to process the project through to the Coastal
Commission is estimated to be approximately 400 staff hours including Planning staff,
Public Services Director, City Attorney, administrative support staff.

Prepared By: KW Dept Review: RL
City Manager Review:

City Attorney Review:




DISCUSSION

Recommendations from the Public, Staff and City Council:

Comments from City Council members at their October 8, 2013 meeting were also noted and
discussed among staff. Based on this discussion staff drafted the following language:

» Add “Historical and Commemorative Plaques” to the list of exempt.

9. Historical and Commemorative Plaques. Plaques placed by historical
agencies recognized by the City of Morro Bay and County of San Luis Obispo
or the State of California, consisting of noncombustible material (e.g. bronze
or stone). Such plaques shall display no advertising.

» Add language to address new technology such as
signs consisting of QR-codes (quick response
codes).

These codes can be scanned with smart phones,
and are capable of providing important information
to consumers. Staff recommends that QR-code
signs be permitted, but that their maximum size be
regulated (e.g. shall be not larger than 2 sq. ft.).
Photo on right shows a QR-code billboard in Japan.

Expansion of the Embarcadero Tourism-Oriented Directional Sign Plan (TODSP)

At the City Council’s request, staff has analyzed issues associated with expanding the
Embarcadero TODSP to incorporate the Downtown District. As currently proposed, the TODSP
recommends sign structure placements at five locations along the Embarcadero. Somewhere
between 80-90 visitor-serving businesses occupy the Embarcadero District.

The Downtown District is larger in area than the Embarcadero, and supports a collection of
businesses spread out over many blocks. However, businesses are relatively dense along Main
Street and Morro Bay Boulevard, and the implementation of sign structures could benefit small
businesses. So, how many businesses would be eligible for a directional sign in the Downtown?
Estimates on this number depend solely on the eligibility criteria prescribed in the program. If all



businesses were allowed to have a directional sign, hundreds of businesses would be eligible. If,
however, only tourist-serving businesses are eligible, the number of eligible businesses could be
reduced to less than 120. The TODSP for the Embarcadero states the following types of
businesses are eligible:

e Clothing and shoe stores, surf shops, restaurants, cafes, pubs, bars, wine shops,
hotels/motels, wine tasting rooms, art galleries, museums, gift shops, and
recreation/entertainment-based businesses (such as kayak rental shops or
charter sportfishing businesses).

If the program was modified to include the Downtown District, staff recommends that all uses in
the above list be included with the following additions: Beauty shops, barber shops, massage
therapy, music stores, antique/furniture stores, real estate services, and convenience stores/food
marts. These are all uses present in the Downtown District that could appeal to tourists. The lists
discussed above can be expanded or reduced according to Council direction.

Another issue with expanding the Tourism-Oriented Directional Sign Plan to the Downtown is
selecting locations to place sign structures. Due to the limited number of parks in the downtown,
it is assumed that the majority of placements would occur within the public right of way on
sidewalks. Ifthisis the case, staff would need to locate areas where implemented sign structures
do not interfere with pedestrian or vehicular traffic.

CONCLUSION
Staff recommends that the Council review the entirety of the new draft Ordinance and the
above comments, and give direction to staff regarding further processing of the Ordinance.

ATTACHMENTS
A. Draft Sign Ordinance, September 2013
B. Previous City Council staff report October 8, 2013




ATTACHMENT A

Chapter 17.68 Sign Regulations
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17.68.010 Purpose

The purpose of this Chapter is to regulate signs so that they express and enhance the character
and environment of the City of Morro Bay and its community. These regulations recognize the
importance of business activity to the economic vitality of the City. Specifically, these
regulations are intended to:

1. Encourage communications which aid in the identification of businesses and activities.

2. Preserve and enhance the aesthetic character of the City.

3. Restrict signs that overload the public’s capacity to receive information or that violate
privacy.

4. Prohibit signs which increase the probability of automobile accidents.

5. Provide distinct regulations for different districts and lodging establishments.

Morro Bay’s General Plan states, “The commercial areas of Morro Bay are composed of a
variety of commercial uses as well as motels and some residential uses. These areas incluc .
Downtown, the Embarcadero, Quintana Road, and North Main Street. Each has its own special
character and function.” This Chapter provides different sign regulations for each individual
district as defined by the General Plan, as well as a custom set of regulations for lodging
establishments. It must be noted that sign districts as defined by this Chapter are different than
the zone districts as defined by Morro Bay’s Municipal Code.

This Chapter is also consistent with the City’s Local Coastal Land Use Plan. Chapter XIII of the
City’s Coastal Land Use Plan includes the following provisions under Policy 12.05:
a. Require monument and surface mounted signs and discourage roof mounted and pole
signs;
b. Require that view protection and the nighttime characteristics of the sign be mandatory
considerations of any sign installation;
c. Prohibit billboards;
d. Reduce allowable height and size where they interfere with views to and along State
Highway One.
e. Develop and adopt sign criteria for signs appropriate for Morro Bay’s commercial
districts.



17.68.020 Commercial Signs and Calculations

Figure 17.021: Sign Types

1 RoofSign

2 Wall Sign

3 Monument Sign (externally illum.)
4 Pole Sign

5 Sidewalk Sign
6 Directory Sign

7  Suspended (Hanging) Sign
8 Wall Sign (Channel Letters)
9  Awning Sign

10 Projecting (Pub) Sign

11 Window Sign



a.

Sign Types

10.

11.

12.

13.

Attraction Board means a device used to display information regarding conveniences
and services offered by facilities providing temporary accommodation.

Architectural Signs. Freestanding signs situated on two (2) or more supporting
structures.

Awning and Canopy Signs. Signs painted on awnings, canopies, arcades, umbrellas or
similar attachments or structures. Sign area for awning and canopy signs is calculated as
the area within a single continuous enclosure around only the copy area of the lettering or
logo of the sign.

Banners. Atemporary sign of fabric, plastic, paper or other light pliable material not
enclosed in a rigid frame, and which is suspended, mounted, or attached to buildings or
poles at two ends or continuously across its longest side so as to allow movements of the
sign by atmospheric conditions.

Changeable Copy sign means a sign designed so that characters, letters or illustrations
can be changed or rearranged without substantially altering the face or the surface of the
sign.

Directory Sign. A collection of signs which list names of individual businesses located in
a single building, courtyard, or property.

Dock Sign. Any sign that is placed on a floating dock structure or gangway.

Externally llluminated Signs. A sign that is illuminated by a light source not attached to
the sign.

Fence Signs. Signs on fences or free-standing walls, not part of a building.
Hanging (Suspended) Signs. A sign that hangs parallel to the building’s facade.

Internally Illuminated Signs. A sign which radiates light from any internal source or is
backlit.

Marquee Sign. A projecting sign that is part of a permanent entryway or canopy and
traditionally associated with theaters. A marquee may include a projecting vertical sign
extending above the cornice line of a building. See "Projecting Signs" below.

Monument Signs. A sign erected on the ground or on a monument base designed as an
architectural unit (and not attached to a building). Monument signs shall not interfere
with safety sight angles on corners and at driveways.



14.

15.

16.

17.

18.

19.

20.

21.

22,

Pole Signs. A freestanding sign erected on top of a pole (and not attached to a building)
that is taller than 8 feet.

Projecting Signs (Pub Signs). Signs under canopies or covers in conjunction with
pedestrian walkways, or signs projecting from the building wall.

Roof Signs. Signs erected upon, over or above the roof of a building or structure, or any
sign affixed to the wall of a building so that it projects above the eave line of a roof.

Shopping Center Identification Signs. A sign structure located in front of a shopping
center that advertises the name of the center and associated businesses.

Sidewalk Signs. Signs not permanently attached to the ground or any other permanent
supporting structure. These signs are sometimes referred to as A-frame signs. Where
permitted, sidewalk signs are subject to special regulations and permits.

Snipe Sign. An off-site sign which is tacked, nailed, posted, pasted, glued or otherwise
attached to trees, poles, stakes, fences or to other objects.

Temporary Sign. A sign or advertising display designed or intended to be displayed for a
short period of time.

Wall Signs (Surface). Wall surface signs include any sign attached to, erected against or
painted upon the wall of a building or structure, the face of which is in a single plane
parallel to the plane of the wall. Wall signs also include signs on a false or mansard roof.

Window sign means any sign placed inside or upon a window facing the outside and
which is intended to be seen from the exterior.

b. Determining Computable Sign Area

1.

Single-faced Signs. The sign face on a single plane and viewable from only one side of
the plane shall be measured as the entire area within a single continuous perimeter
composed of squares or rectangles that enclose the extreme limits of all sign elements
including, but not limited to, sign structures or borders, written copy, logos, symbols,
illustrations, and color.

Double-faced Signs. Double-faced signs with sign faces that are parallel (back-to-back)
and a distance of less than three feet apart, or sign faces that have an interior angle of 45
degrees or less, shall be counted as a single sign with only one face measured in
calculating sign area. Where the faces are not equal in size, the larger sign face shall be
used as the basis for calculating sign area.

Multi-faced Signs. The sign area of signs with three or more sign faces, or signs with two
sign faces with a distance greater than three feet apart or an interior angle greater than 45
degrees, shall be calculated as the sum of all the sign faces.



4. Three-dimensional Signs. Signs that consist of, or have attached to them, one or more
three-dimensional objects (i.e., balls, cubes, clusters of objects, sculpture, or statue-like
trademarks), shall have a sign area of the sum of two adjacent sides or sign faces.

Allowable sign area and sign types are designated by District. See Figure
17.031 to determine what district your business is located in. If your business
Is located on or near the border of a district, please contact the Morro Bay
Planning Department.

For Lodging Establishments see section 17.68.080
For businesses located in Industrial Zones see section 17.68.090



Figure 17.023: Measurement of Sign Area
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Figure 17.024: Measurement of Double and Multi-Faced Signs
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c. Computation of Facades

“Facade” = (Fagade Length x Facade Height)

*For the purposes of this
Ordinance, “Facade Height”
shall not include the roof

*For definitions of “Fagade
Length and Fagade Height”
see Section 17.68.120.

Figure 17.026: Multi-Tenant
Facade Calculation Example #1
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Figure 17.027: Multi-Tenant
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17.68.030 Standards for All Districts and Zones

The following principles and regulations apply to all areas within the City. No area in the City is
exempt from the provisions listed in the following section. See other applicable commercial sign
standards by following these steps: (1) Determine appropriate sign district (using Figure 17.031)
(2) View table that applies to the appropriate district (Sections.17.68.040-17.68.070). For
Lodging Establishments see Section 17.68.080.

A. Construction, Maintenance, Abandonment and Removal

1. Construction and Maintenance

a.

b.

C.

d.

Unless exempt, signs and supporting structures shall be installed in accordance with
the Building Code.

All signs, together with all supporting structures, shall be maintained in the following
manner:

I. Signs shall be kept free of rust, dirt and chipped, cracked or peeling paint.

ii. All hanging, dangling, torn or frayed parts of signs shall be promptly repaired and

graffiti and unauthorized attachments shall be removed.

iii. Burned-out illumination shall be replaced immediately.

iv. Sign areas shall be kept free and clear of all noxious substances, rubbish, and

weeds.

If a sign is removed from its supporting structure for longer than 60 days, the
supporting structure shall be removed.

Any sign deemed unsafe by a Building Official shall be removed or fixed within 3
days of written notice.

Every sign, including those signs for which no permit is required, together with all
supports braces, guys and anchors shall be maintained in a safe, presentable and good
structural condition at all times. The display surfaces of all signs shall be kept neatly
painted, posted or otherwise maintained at all times. The owner of property on which
the sign is located shall be responsible for the condition of the area in the vicinity of
the sign, and shall be required to keep this area clear, sanitary and free from noxious
or offensive substances, rubbish and flammable waste materials.

2. Abandonment. The following signs shall be presumed to be abandoned:

a.

b.

C.

Located on Property. Any sign which is located on property that becomes vacant

and is unoccupied for a period of 60 days or longer.

Unrelated to Property. Any sign which was erected for an occupant or business

unrelated to the present occupant or business.

Time, Event or Purpose Sign. Any sign which pertains to a time, event or purpose

which no longer exists.

Exceptions

I. Temporarily Suspended Business. Permanent signs applicable to a business
temporarily suspended because of a change of ownership or management of such
business shall not be deemed abandoned unless the property remains vacant for a
period of 60 days or more.



3. Removal. Abandoned signs are found to be a public nuisance due to their misleading and
distracting nature and due to their contributing to visual blight, detrimental to
surrounding areas and the community generally. An abandoned sign face is prohibited
and shall be removed by the property owner.

B. Provisions for Nonconforming and lllegal Signs

1. Existing Nonconforming Signs. Signs existing at the time of adoption of this Title, that
do not comply with the provisions of this Chapter but that were legally erected pursuant
to applicable state and city ordinances in effect at the time of construction, but which do
not comply with the provision of this Chapter shall be regarded as nonconforming signs,
subject to the following:

a.

Use Change. Whenever the type of business or use changes with which a
nonconforming sign is associated, the nonconforming sign associated with business
shall be removed or otherwise made to conform to the provisions of this Chapter. An
example of a change in use is a traveler-serving amenity (such as a gas station or
convenient store) becoming a resident-serving amenity (such as a furniture or clothes
store).

Change of Business. Whenever a business leaves a location and new business
occupies a property, the nonconforming sign associated with the previous business
shall be removed or otherwise made to conform to the provision of this Chapter.

Sign Maintenance. When a nonconforming sign becomes deteriorated or
dilapidated to the extent of over fifty percent (50%) of the physical value it would
have if it had been maintained in good repair, it must be removed within sixty (60)
days after receiving notice from the Public Services Department.

If an ill-maintained sign cannot be adequately valued and assessed, the Public
Services Director may require that such sign be removed or repaired.

Limited Expansion. A nonconforming sign may not be expanded, extended,
reconstructed, or altered in any way in its location or orientation to enable it to be
read or viewed from a different direction than its original position, except in the
following cases:

i.  Changes in sign face, copy, graphic design or color are permitted provided that
such sign not be removed.

Other Requirements. Nonconforming signs are also subject to the provisions of
Chapter 17.56: Nonconforming Uses and Structures.



2.

Illegal Signs. Whenever a sign is found to be erected or maintained in violation of any
provision of this Chapter, this Title, or any other Federal, State, or local law, and such
sign is not a nonconforming sign (e.g. it was a legal sign under the sign regulations in
effect prior to adoption of the ordinance codified in this Chapter), the Public Services
Director shall order that such sign be altered, repaired, reconstructed, demolished or
removed, as may be appropriate, to abate such condition or the Director may initiate
proceedings to abate the sign as a public nuisance under the provisions of the Business
and Professional Code (Sections 5499.1 to 5499.16). Any work required to be done shall
be completed within ten days of the date of such order, unless otherwise specified in
writing.

a. Anillegal sign that conforms to the provisions of this Chapter may become legalized
if the owner submits a sign permit application within five days of illegal sign
notification. If said sign permit is granted the sign may remain in its current state.

C. General Sign Standards (Commercial and Non-Commercial)

1.

Architectural Signs.

Maximum Height: 8 feet (from the ground to top of sign).

Shall be supported by two (2) or more posts or beams.

Minimum Setbacks: One foot from setback line.

Sign faces: Maximum of two sign faces permitted.

If one architectural sign proposed, sign shall count towards allowable signage for the

Primary Facade. If a second architectural sign is proposed, sign shall count towards

nearest secondary facade.

f. Landscaping. Signs shall be placed in a landscaped planter or berm. As a condition of
any sign permit for a monument sign, additional landscaping of the site may be
required to better integrate sign appearance with the site.

Pop o

Awning and Canopy Signs.
a. Maximum Height. 25 feet above a sidewalk or public right-of-way
b. Sign copy and/or logos may not extend beyond the area of the awning or canopy.

Clearance from Utilities. Signs and their supporting structures shall maintain clearance
and not interfere with electrical conductors, communications equipment or lines, surface
and underground facilities and conduits for water, sewage, gas, electricity and
communications equipment or lines. Signs shall not be placed in public utility easements
unless express written permission from the affected public utility is obtained.

Community Promotional Display Programs. Community promotion signs advertising,
directing or informing pedestrian of community events and services not related to or
located on the site shall be permitted on private property in all commercial districts, and
on public land with the granting of an encroachment permit.

Dock Signs. Any sign placed on a dock shall not in any way impede the right-of-way for
pedestrians or watercraft. A dock sign may only be placed on docks or gangways owned

10



10.

11.

12.

by the subject property.

Drainage. The roofs of canopies or marquees exceeding 25 square feet shall be drained
to prevent dripping or flow onto public sidewalks or streets and shall be connected to an
approved disposal source of adequate conductors.

Encroachment into Public Street or Sidewalk. For signs projecting over a public street
or sidewalk refer to “Title 14: Buildings and Construction” within the City’s municipal
code.

Equipment Signs. Signs, not more than eight square feet in sign area, incorporated into
displays, machinery, or equipment by a manufacturer, distributor, or vendor that identify
or advertise only the product or service dispensed by the machine or equipment, such as
signs customarily fixed to automated teller machines (ATMs), gasoline pumps, menu
boards, and umbrellas. If a vending machine is visible from the street, the sign area shall
be included in the total sign area allowed for the use.

Hanging (Suspended) Signs.

a. Bottom of sign must maintain a minimum clearance of 8 feet above the public right-
of-way or sidewalk.

b. Shall not be internally illuminated.

IHlumination. Signs with any type of illumination are subject to all of the following

standards:

a. All lighting is subject to necessary electrical permits.

b. All newly fabricated signs shall incorporate light-emitting diodes (LEDSs) or an
equally energy efficient light source.

c. Illuminated signs that are larger than 10 square feet in area shall not be switched ON
during daylight hours. All newly fabricated signs larger than 10 square feet in area
shall incorporate an automatic on/off switch.

d. All illuminated signs shall be turned off at 10 PM or at the time the business closes.

e. External lighting shall be properly shielded to prevent glare upon an adjacent public
right-of-way or adjacent property.

f.  Hlumination shall be constant in intensity and color and shall not consist of flashing,
animated or changing lights.

g. Illumination shall not be distracting to pedestrians, motorists, or neighboring
property.

h. No sign shall emit or reflect light exceeding ten foot-candle power at ten feet from the
face of the sign.

Marquee Signs. Marquee signs may not project above the marquee face.
a. Removable copy may be changed on the face of permitted sign without securing a
sign permit.

Materials. All signs shall be made of substantial materials that are not subject to rapid
deterioration, as determined by the Public Services Director.

11



13. Monument Signs

14.

15.

16.

17.

Pop o

Maximum Height. 5 feet

Minimum Setbacks: One foot from setback line.

Sign faces: Maximum of two sign faces permitted.

Number of signs: Maximum of two monument signs per business.

If one monument sign proposed, sign shall count towards allowable signage for the
Primary Facade. If a second monument sign is proposed, sign shall count towards
nearest secondary facade.

Landscaping. Signs shall be placed in a landscaped planter or berm. As a condition of
any sign permit for a monument sign, additional landscaping of the site may be
required to better integrate sign appearance with the site.

Pole Signs

a.

13

Landscaping. Pole signs shall be placed within a landscaped planter with at least 28
square feet of planting area. As a condition of any sign permit for a pole sign,
additional landscaping of the property may be required where needed to better
integrate sign appearance with the site through scale and softening effects.
Maximum Height. 15 feet;

Pole signs shall count towards allowable signage for the Primary Facade.

Subject to Conditional Use Permit and shall meet the following conditions:

i.  Business is traveler-serving.
ii.  Proposed sign does not degrade or block scenic views (professional viewshed
study may be required).

iii.  If oriented towards Highway 1, sign shall be legible from a distance that will
allow drivers to comprehend information and safely exit the highway
(professional engineering study may be required).

iv.  Sign design shall be compatible with neighborhood character, and shall not
degrade the overall aesthetic quality of the subject property and surrounding
area.

Projecting (Pub) Signs.

a.
b.

C.

Minimum Height. 8 feet above a sidewalk or other public right-of-way.

Maximum Height. 20 ft. above a sidewalk or other public right-of-way, but not above
an eave or roof.

Shall not be internally illuminated.

Roof Signs. The top of the sign may not extend above the maximum building height for
the zone in which the business is located.

Sign Orientation. No sign, other than a projecting sign, shall be permitted that is so
oriented as to be viewed primarily across an adjacent private property line. All signs must
be visible directly from a public right-of-way, other public open space or parking lot or
courtyard on the same site as the sign, without view lines extending over private property
different from that on which the sign is located.

12



18. Substitution of Sign Message. The owner of a permitted sign may substitute a non-

commercial message for a commercial message or a commercial message for a non-
commercial message.

19. Wall Surface Signs (“Wall” Signs). Wall signs are subject to the standards in the

following table. No wall surface sign may cover wholly or partially any required wall
opening.

WALL (SURFACE) SIGN STANDARDS

Minimum Horizontal and Vertical Separation Between Signs | 3 ft.

Maximum Projection from Surface of Building 12in

Minimum Vertical Separation Between Sign and Roof Line | 1 ft. (8 inches on a mansard roof)

20 ft. above a sidewalk or public

Maximum Height right-of-way.

D. Exempt Signs

The following signs are exempt in ALL districts and do not count towards total allowable sign

area.

1.

2.

Announcement Signs. One sign, not exceeding 16 square feet in area and 6 feet in
height, per street frontage on real property where construction, structural alteration or
repair is to take place, or is taking place, which contains information regarding the
purpose for which the building is intended and the individuals connected with the project,
including names of architects, engineers, contractors, developers, finances and tenants.
Announcement signs are exempt only for the duration of the construction of the building
and shall be removed prior to issuance of a certificate of occupancy.

Automatic Teller Signs. Any business owning one or more ATM machines is allowed
one (1) single-sided automatic teller sign.
a. Maximum area. 3 square feet.

Businesses Outside of Defined Districts. In the case a business does not exist within any
of the sign districts as defined by this Chapter, the business shall conform to the
regulations of the sign district it best fits in, as determined by the Public Services
Director.

Change of Business Signs. A temporary attachment or covering of wood, plastic, or
canvas over a permanent sign indicating a change of ownership or activity may be
displayed no longer than 30 days following the change of ownership or activity for which
the sign is intended, or up to 90 days following issuance of a building permit. The sign
shall be no larger than the previously permitted permanent sign.

13




10.

11.

12.

13.

14.

Civic Event Signs. One temporary sign announcing a campaign drive or event of a civic,

public, quasi-public, philanthropic, educational or religious organization is allowed.

a. Maximum Sign Area. 32 square feet.

b. Maximum Time Period. Shall not be displayed for a period exceeding thirty calendar
days previous to such event. An establishment shall not display such signs more than
60 days each year. Such signs shall be removed immediately after the event.

Fence Signs. One fence sign allowed per property to advertise community and non-profit
events. Such signs shall not be displayed for a period exceeding thirty calendar days
previous to such event. An establishment shall not display such signs more than 60 days
each year. Such signs shall be removed immediately after the event.

Flags. Flags and insignia of any government, except when incorporated into a
commercial sign, are permitted.

Garage Sale Signs. One unlighted sign is permitted for garage sales, provided such sign
does not exceed four square feet in area and is displayed on the property where such sale
shall take place only on the day of the sale.

Mobile Home Parks. A mobile home park may be allowed one externally illuminated or
non-illuminated identification sign, not to exceed the equivalent of one square foot of
sign area per ten linear feet of frontage on each right-of-way upon which it takes
vehicular access. No sign shall have a surface area of greater than 30 square feet, a height
of 8 feet, or be erected at right angles to the right-of-way.

Mobile Vendor (Non-permanent Vendor) Signs. Signs fixed to mobile vending carts
that identify or advertise the name, product, or service provided by the vendor. Each
mobile vending cart is limited to a maximum sign area of eight square feet.

Murals. Artwork painted on buildings; such artwork shall not include logos, text, or
graphics that intentionally advertise a business, as determined by the Public Services
Director.

Off-Site Directional Sign. One off-site sign not to exceed 36 square feet, providing
direction to real estate available for sale or lease, during daylight hours only. Permission
from the property owners of the site where the sign is placed is required.

Official Government Signs and Legal Notices. Official notices issued by a court, public
body or office and posted in the performance of a public duty; notices posted by a utility
or other quasi-public agent in the performance of a public duty; historical markers erected
by a governmental body; identification information; directional signs erected by
government bodies; or other signs required or authorized by law.

Parking and Directional Signs. On-site parking and directional signs, not exceeding

eight square feet in sign area and five feet in height, that do not include any advertising
messages or symbols.
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15.

16.

17.

18.

19.

20.

21.

22,

23.

Political Campaign Signs. Political campaign signs not to exceed sixty-four square feet
in area per site and shall be permitted only on private property;

Public Restroom and Public Access Signs. One on-site public restroom sign not
exceeding 3 square feet and one on-site public access sign not exceeding 4 square feet.

Real Estate and “Open House” Signs. Signs conveying information about the sale,
rental, or lease of a property and the identification of the person or firm (agent) handling
such sale, lease or rental, provided they comply with the following standards. Real estate
and open house signs are exempt only during the period for which the property is offered
for sale or lease.

Restaurant Menu Boards. Restaurants with a valid business license are allowed one (1)
menu board per entrance with a maximum of two (2) menu boards.

a. Maximum area. 4 square feet.

b. Menu boards shall be securely placed on a building face.

c. Menu boards shall not in any way obstruct or block a door, window, or exit.

d. Menu boards shall consist solely of the restaurant’s current menu.

Sidewalk Signs. Subject to a special Sidewalk Sign Permit. Sidewalk signs proposed to
be placed within the public right-of-way require a Sidewalk Sign Encroachment Permit in
addition to a general Sidewalk Sign Permit.

Subdivision Signs. One sign per frontage, advertising the sale of a subdivision may be
displayed on the site of the subdivision upon approval of a final map and initiation of
construction for a period of one year. The display period may be extended with written
approval of the Public Services Director for a reasonable period of time, not to exceed
one year at any one time.

Shopping Center Identification Signs. A shopping center with four (4) or more tenants
is allowed one Identification Sign per major street frontage.

Minimum Height. 6 ft.

Maximum Height. 8 ft.

Sign shall include name of shopping center and spaces for a maximum of 8 tenants.
The sign(s) shall incorporate the design theme of the existing shopping center.

The sign(s) are subject to approval of a Master Sign Program.

Pop o

Special Private Event Displays. A temporary sign may be erected on the premises of an
establishment having a special event provided that such sign shall not be displayed for a
period exceeding thirty calendar days previous to such event. An establishment shall not
display such signs more than 60 days each year. Such signs shall be removed
immediately after the event.

Temporary New Business Signs. One temporary sign not exceeding 30 square feet for
new businesses is allowed. A temporary sign may remain erected for a maximum of 30
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24,

days unless the Public Services Director grants an extension.

Temporary “Sale” Signs. One temporary sign not exceeding 10 square feet in area
signifying a sale or specials is allowed. No business may display temporary sale signs for
more than 90 days during any calendar year.

. Prohibited Signs

The following signs are prohibited in ALL districts:

1.

10.

11.

Animated and Moving Signs. Signs that incorporate, in any manner, any flashing,
moving, rotating, pulsating or intermittent lighting, with the exception of approved time
and temperature displays and barber poles.

Banners, Streamers, or Pennants. Signs, banners, pennants, valances or any other
advertising display constructed of cloth, canvas, light fabric, paper, cardboard, wallboard
or other light materials except for awnings and temporary signs as provided for in this
Chapter.

Billboards. Off premises outdoor advertising signs.

Digital Signs. Any electronic sign that resembles a television screen or video monitor, or
that can be altered or changed from a remote location.

Emissions. Signs that produce noise or sounds in excess of 40 decibels, excluding voice
units at drive-through facilities, and signs that emit visible smoke, vapor, particles, or
odor.

Home Occupation Signs. See Section 17.48.260 of the Morro Bay, California, Code of
Ordinance.

Inflatable Signs. Three-dimensional signs that are made of flexible material that is
designed to be filled with gas or air.

Lodging Rates. Any sign or surface that displays lodging rates.

Obscenities. Signs that depict, describe, or relate to “specified sexual activities” or
“specified anatomical areas.”

Obstruction to Exits. Signs that obstruct any fire escape, required exit, window or door
opening intended as a means of egress.

Obstruction to Ventilation. Signs that interfere with any opening required for
ventilation.
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12.

13.

14.

15.

16.

17.

18.

Persons or Animal Signs. Signs that use humans or animals to display signs or act as
signs.

Signs Advertising Brand Names. Any sign that advertises a brand name or logo (except
the brand name or logo directly related to the business) is prohibited. Example: Grocery

stores may use signs to advertise that they sell “cereal,” but may not use signs to display
the names of brands that make the cereal.

Signs Creating Traffic Hazards. Signs located in such a manner as to constitute a traffic
hazard or obstruct the view of any authorized traffic sign or signal device, or signs that
may be confused with any authorized traffic sign, signal, or device; or that makes use of

the words “stop”, “look”, “danger”, or any other word, phrase, symbol, or character that
interferes with, misleads, or confuses vehicular drivers.

Snipe Signs. Off-premise signs advertising a business or service. All commercial signs
shall be on property owned or leased by the business owner.

Signs on Public Bus Shelters or Benches. Signs located on bus shelters, benches, or
similar structures provided for the use of passengers along the route of a bus, not
including plaques containing the names of persons or organizations which have made
gifts or donations of such street furniture.

Tire Stacks. Signs placed on stacked tires.
Vehicle Displays. Signs placed or displayed on vehicles parked in a conspicuous location
to be used for on-site or off-site advertising, with the exception of signs advertising such

vehicles for sale and vehicle identification signs in locations where sale of vehicles is
permitted.
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Figure 17.031: Sign District Map

CITY OF MORRO BAY ZONING

Primary Zon Districts

For Lodging Establishments
(in all districts), see Section
17.68.080.

For businesses located in
Industrial Zones see Section
17.68.090
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17.68.040 Embarcadero District

Purpose. The Embarcadero District is home to many of the tourist-serving businesses in Morro
Bay. The Embarcadero District contains a dense collection of restaurants, hotels, bars, museums,
gift shops, and recreation-based businesses. The sign regulations for this district are intended to
maintain the unique, beach town character of Morro Bay’s waterfront. The Embarcadero District
is dominated by pedestrians; the code promotes small scale signs and projecting type signs that
are oriented towards pedestrians and bicyclists. With the prohibition of window signs and pole
signs, the code also aims to maximize views of the bay from the street and walkways.

The following chart displays all allowable sign types and specifications for businesses located in
the Embarcadero District.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm

appropriate district designation.

If a sign type does not appear in the following table it is prohibited in this district.

Signs advertising BRAND NAMES are prohibited in all districts.

Signs that describe offered products or services COUNT towards total allowed signage.

If illumination or lighting of ANY kind is proposed on or around signs, see Section

17.68.030, C-10.

Projecting Sign Bonus: All businesses are entitled to one (1) “free” projecting sign per
frontage. The proposal of a projecting sign must be reported in the sign permit application, but
will not count towards the total allowable signage for the business.
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Embarcadero District

. . Max. Sign
Sign Type Total # of Signs Sign Area Area per Additional Regulations
Allowed Allowed -
Sign (sq. ft)
Awning and Canopy _ ?fg Section 17.68.030,
See Section 17.68.030,
Roof - C16
1 per frontage
Wall (Surface) ** (choose one type) 3 getle 9Secuon 17.68.030,
window signs:
1 per window ;
Hanging (Suspended) _ _ See Section 17.68.030,
10% of primary C-9
facade, 5% of
Wind secondary 20% of
indow facades™ window area -
Monument (Freestanding) 1 per frontage 25 gefifectlon 17.68.030,
2 per frontage .
Projecting (Pub) (30 ft. of spacing 8 ge:'if)Sectlon 17.68.030,
between required)
Dock 1 per business 16 ?ﬁg Section 17.68.030,
Bonuses
Projecting (Pub) PLUS (+) 8 sq. ft. 8
Wall (Surface) PLUS (+) 4 Sq. ﬁ fOI‘ IndiVidUaI -
Lettering
Window PLUS (+) 3 sq. ft. _for Individual _20% of
Lettering window area

* Primary facades shall contain maximum signage equal to 10% of facade area, and secondary facades shall
contain maximum signage equal to 5% of facade area (extra allowable sign area granted for secondary

facades cannot be implemented on the primary facade, and vice versa).

**Qne wall sign signifying the entrance to a business and not exceeding 3 square feet in area may be
implemented in conjunction with all other sign types. Such signs must be placed above the main entrance and
shall count towards total allowable signage.
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17.68.050 Downtown District

Purpose. The Downtown District houses a combination of resident-serving and tourist-serving
businesses. While there are many restaurants, gift shops and galleries, the district also contains
banks, shopping markets, offices, and service-based businesses such as automobile repair shops.
The sign regulations for this district are intended to preserve the small-town character that
residents, tourists, and business owners enjoy. The code is designed to eliminate excessive
signage while promoting pedestrian-oriented signs.

The following chart displays all allowable sign types and specifications for businesses located in
the Downtown District.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm

appropriate district designation.

If a sign type does not appear in the following table it is prohibited in this district.

Signs advertising BRAND NAMES are prohibited in all districts.

Signs that describe offered products or services COUNT towards total allowed signage.

If illumination or lighting of ANY kind is proposed on or around signs, see Section

17.68.030, C-10.

Sidewalk Signs. See draft Sidewalk Sign Application / Encroachment Permit.

Projecting Sign Bonus: All businesses are entitled to one (1) “free” projecting sign per
frontage. The proposal of a projecting sign must be reported in the sign permit application, but
will not count towards the total allowable signage for the business. The bonus 8 sg. ft. can be
applied to the placement of a larger projecting sign (e.g. after the bonus is applied 16 sq. ft.
projecting sign counts towards 8 sg. ft. of allowable area).
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Downtown District

. . Max. Sign
. Total # of Signs Sign Area . .
Sign Type Allowed Allowed Area per Additional Regulations
Sign (sqg. ft)
Awning and Canopy _ (ng Section 17.68.030,
Marauee _ See Section 17.68.030,
q 1 per frontage C-11
(choose one type);
See Section 17.68.030
*% - !
Wall (Surface) window signs: C-19
1 per window 15% of primary
Window facade, 15% of 30% of _
secondary window area
facades™ )
Hanging (Suspended) 1 per frontage -- (S:e:\g Section 17.68.030,
Monument (Freestanding) 1 per frontage 25 g?igsectlon 17.68.030,
2 per frontage .
Projecting (Pub) (30 ft. of spacing 16 See Section 17.68.030,
- C-15
between required)
Bonuses
Projecting (Pub) PLUS (+) 8 sq. ft. 16
Wall (Surface) PLUS (+) 10 sq. ft. for Individual --
Lettering
Window PLUS (+) 5 sq. ft. _for Individual _30% of
Lettering window area
Sidewalk Sign See Sidewalk Sign specifications

* Primary facades shall contain maximum signage equal to 15% of facade area, and secondary facades shall
contain maximum signage equal to 15% of facade area (extra allowable sign area granted for secondary

facades cannot be implemented on the primary facade, and vice versa).

**Qne wall sign signifying the entrance to a business and not exceeding 3 square feet in area may be
implemented in conjunction with all other sign types. Such signs must be placed above the main entrance and
shall count towards total allowable signage.
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17.68.060 Quintana Road District

Purpose. The Quintana Road District contains many of the City’s larger commercial buildings,
strip malls, and gas stations. Due to the existence of large parking lots and the adjacent Highway
1, this district is auto-oriented. The sign regulations for this zone focus on allowing large-scale
commercial and industrial businesses adequate signs that are proportionate to the associated
structures. The regulations also promote motorist safety by requiring that signs are clear and
legible from the road.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm

appropriate district designation.

If a sign type does not appear in the following table it is prohibited in this district.

Signs advertising BRAND NAMES are prohibited in all districts.

Signs that describe offered products or services COUNT towards total allowed signage.

If illumination or lighting of ANY kind is proposed on or around signs, see Section
17.68.030, C-10.

Sidewalk Signs. See draft Sidewalk Sign Application / Encroachment Permit.
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Quintana Road District

. . Max. Sign
. Total # of Signs Sign Area . .
Sign Type Allowed Allowed* Area per Additional Regulations
Sign (sq. ft)
Awning and Canopy _ (ng Section 17.68.030,
Marquee _ See Section 17.68.030,
q 1 per frontage C-11
(choose one type)
See Section 17.68.030,
Wall (Surface) window signs: - Cc-19
1 per window
0,
Window 15% of primary v?/(i)nﬁoov]:/
facade, 15% of
secondary .
. . See Section 17.68.030
facades™ '
Acrchitectural (Freestanding) 1 per driveway ¢ 25 C-1
entrance
Monument (Freestanding) (choose one) 40 ?f(le?,Sectlon 17.68.030,
Conditional Use Permit
Pole (Freestanding) 1 per property -- See Section 17.68.030,
C-14
Projecting (Pub) 1 per frontage 16 g?(leSSectlon 17.68.030,
Bonuses
PLUS (+) 20 sq. ft. for businesses with
Architectural and Monument facade set back more than 30 ft. from 40
edge of public ROW
Wall (Surface) PLUS (+) 10 sq. ft. for Individual --
Lettering
Window PLUS (+) 5 sq. ft. for Individual 3(?% of
Lettering window
Sidewalk Sign See Sidewalk Sign Specifications

* Primary facades shall contain maximum signage equal to 15% of facade area, and secondary facades shall
contain maximum signage equal to 15% of facade area (extra allowable sign area granted for secondary
facades cannot be implemented on the primary fagade, and vice versa).
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17.68.070 North Main District

Purpose. The North Main District is composed of industrial, commercial, and mixed use zones.
While pedestrian and bicycle activity is present, this district is auto-oriented. The regulations for
this district promote signs that are appealing to pedestrians, bicyclists, and automobiles.

The regulations for this district also intend to increase the aesthetic quality of signs that are
visible from Highway 1.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm

appropriate district designation.

If a sign type does not appear in the following table it is prohibited in this district.

Signs advertising BRAND NAMES are prohibited in all districts.

Signs that describe offered products or services COUNT towards total allowed signage.

If illumination or lighting of ANY kind is proposed on or around signs, see Section

17.68.030, C-10.

Sidewalk Signs. See draft Sidewalk Sign Application / Encroachment Permit.
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North Main District

Max. Sign

Sian Tvoe Total # of Signs Sign Area Area per Additional
gn-typ Allowed Allowed . P Regulations
Sign (sq. ft)
Awning and Canopy _ ?ﬁg Section 17.68.030,
See Section 17.68.030,
Marquee 1 per frontage - C-11
(choose one type)
Wall (Surface) window_signs: _ See Section 17.68.030,
1 per window C-19
. 30% of
Window 15% of primary Win((jJOW
facade, 15% of
secondary ]
Avrchitectural (Freestanding) ) facades 40 See Section 17.68.030,
1 per driveway C-1
entrance
choose one i
Monument (Freestanding) ( ) 40 ?ﬁel:??ectlon 17.68.030,
Conditional Use Permit
Pole (Freestanding) 1 per property -- See Section 17.68.030,
C-14
Projecting (Pub) 1 per frontage 16 ?fisSectlon 17.68.030,
Bonuses
PLUS (+) 20 sq. ft. for businesses with
Architectural and Monument facade set back more than 30 ft. from 40
edge of public ROW
Wall (Surface) PLUS (+) 20 sq. ft.. for Individual _
Lettering
. 0
Window PLUS (+) 10 sq. ft._ for Individual 3(_) % of
Lettering window
Sidewalk See Sidewalk Sign Specifications

* Primary facades shall contain maximum signage equal to 15% of facade area, and secondary facades shall
contain maximum signage equal to 15% of facade area (extra allowable sign area granted for secondary

facades cannot be implemented on the primary facade, and vice versa).
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17.68.080 Lodging Establishments

Purpose. The following regulations apply to lodging establishments in ALL districts. Lodging
establishments in the City are located in both residential and commercial zones, and have unique
requirements that do not coincide with the signage needs of other types of businesses. The
regulations in this section are intended to promote signs that attract potential customers and that
are also appealing to both residents and tourists

1. Attraction Boards for Hotels. Motels and Bed and Breakfast Establishments. An
attached or detached attraction board, not to exceed five square feet in sign area, is
allowed, provided it is included within the calculation of the maximum allowable sign
area for a hotel, motel, or bed and breakfast establishment. Advertisement of current rates
is prohibited.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm

appropriate district designation.

If a sign type does not appear in the following table it is prohibited in this district.

Signs advertising BRAND NAMES are prohibited in all districts.

Signs that describe offered products or services COUNT towards total allowed signage.

If illumination or lighting of ANY kind is proposed on or around signs, see Section
17.68.030, C-10.
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Lodging Establishments

. . Max. Sign
Sign Type TOti{IfOSJe%'gns i'\ﬂzv'\zrgf Area per Additional Regulations
Sign (sq. ft)
Attraction Boards 1 per business 5 Cannot display rates.
Awning and Canopy _ ge_:g Section 17.68.030,
1 per frontage
(chaose one) See Section 17.68.030
Wall (Surface) 15% of primary - Ce.zig ection 17.68.930,
facade, 10% of
secondary )
Architectural (Freestanding) ) facades 25 See Section 17.68.030,
1 per driveway C-1
entrance
choose one i
Monument (Freestanding) ( ) 25 ge:‘i:%sectlon 17.68.030,
Projecting (Pub) 1 per frontage 16 See Section 17.68.030,

C-15

Bonuses

Wall (Surface)

PLUS (+) 4 sq. ft. for Individual
Lettering

Sidewalk

See Sidewalk Sign Specifications;
NOT allowed in Embarcadero District

* Primary facades shall contain maximum signage equal to 15% of facade area, and secondary facades shall
contain maximum signage equal to 10% of facade area (extra allowable sign area granted for secondary

facades cannot be implemented on the primary facade, and vice versa).

Additional lllumination Standards:

e Signs that are within or adjacent to residential zones shall not be illuminated after 10 PM
regardless if business is open or closed (“Open” and “Vacancy/No Vacancy” signs are
exempt from this regulation, and may remain illuminated during business hours).
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17.68.090 Industrial Zones

Purpose. The following regulations apply to businesses located in industrial zones in ALL
districts. Industrial businesses have unique requirements that do not coincide with the signage
needs of other types of businesses.

IMPORTANT NOTES

e See Chapter 17.68.100 for MASTER SIGN PROGRAM if property has three or more
tenants or includes a building with a facade exceeding 3,000 square feet.

e If a business is near the edge of a district, please consult Planning Staff to confirm
appropriate district designation.

e If asign type does not appear in the following table it is prohibited in this district.

e Signs advertising BRAND NAMES are prohibited in all districts.

e Signs that describe offered products or services COUNT towards total allowed signage.

e If illumination or lighting of ANY kind is proposed on or around signs, see Section

17.68.030, C-10.

Industrial Zones

Sign Type

Total # of Signs
Allowed

Sign Area
Allowed*

Max. Sign
Area per
Sign (sq. ft)

Additional Regulations

Awning and Canopy

Wall (Surface)

1 per frontage
(choose one)

10% of primary
facade, 5% of
secondary
facades

See Section 17.68.030,
C-2

See Section 17.68.030,
C-19

Bonuses

Wall (Surface)

PLUS (+) 8 sq. ft. for Individual
Lettering

* Primary facades shall contain maximum signage equal to 10% of facade area, and secondary facades shall
contain maximum signage equal to 5% of facade area (extra allowable sign area granted for secondary

facades cannot be implemented on the primary facade, and vice versa).
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17.68.100 Sign Permits

A. Zoning Clearance or Sign Permit Required

1. Authority. No sign, other than an exempt sign, shall be erected or altered, without first

obtaining a zoning clearance or sign permit from the Public Services Director. The
Director may attach reasonable conditions on the approval of the sign permit to help
ensure compliance with this Chapter. These conditions may require the removal,
modification or relocation of existing signs where the proposed sign(s) would be located
on sites where existing signs are nonconforming.

Application Requirements. Applications for a sign permit shall be made in writing
upon forms furnished by the Public Services Director, accompanied by the required fee
and plans drawn to scale and with all of the following information. Where the scale and
scope of the sign proposal so warrants, the Director may waive some of the
informational requirements listed below provided all information necessary for adequate
review of the proposal is submitted.

a. The proposed design, dimensions, copy, color, lighting methods and location of the
sign on the site, including the dimensions of the sign’s supporting members, and
details of all connections, guy lines, supports and footings, and materials to be used.

b. The maximum and minimum height of the sign.

c. The location of off-street parking facilities, including entries and exits where
directional signs are proposed.

d. The size and dimension of all signs existing on the site.

e. The location and horizontal frontage of any building(s) on the property, both existing
and proposed.

f. Photographs of all existing signage and the building faces or sites where signage is
proposed.

g. Any other information deemed necessary by the Public Services Director.

B. Required Findings. In approving a sign permit, the Director must find that:

1.

Signs on all proposed buildings or new additions to existing buildings are designed as an
integral part of the total building design.

The location of the proposed sign and the design of its visual elements (lettering, words,
figures, colors, decorative motifs, spacing and proportions) are legible under normal
viewing conditions that prevail where the sign is to be installed.

Review of signs at city entryways as defined in the Scenic Highway Element of the
General Plan shall also be subject to the following provisions:

a. Sign area, height and location of signs shall be designed so as not to interfere with
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view corridors as defined and specified in the General Plan/Local Coastal Plan.

b. Freestanding signs shall not exceed eight feet in height except within one hundred

feet of Highway 1 or Highway 41. Where feasible, all freestanding signs within or
along city entryways shall be placed within a landscaped planter.

17.68.110 Master Sign Program

A. Purpose. Master Sign Programs establish criteria for multi-tenant properties that ensure
signage is uncluttered, consistent, and fairly distributed between tenants.

B. Applicability.

1.

Any site having three (3) or more non-residential occupants shall submit a master sign
program to be reviewed and approved by the decision-making authority for the use (e.g.
the Public Services Director or the Planning Commission).

Any site having three or fewer non-residential occupants may submit a master sign
program to be reviewed and approved by the decision-making authority.

Projects involving construction or renovation of more than 25,000 square feet of space
in the commercial and mixed use zoning districts shall submit a master sign program
which must be approved prior to issuance of any occupancy permit.

Properties subject to a MSP that do not have one shall establish a MSP when a current
tenant proposes the installation of a new sign.

Nonconforming signs shall be amortized when a tenant closes their business and a new
tenant moves in. All new signs shall conform to the approved Master Sign Program.

C. Application Requirements. Applications for approval of a master sign program shall be
submitted to the Public Services Director and shall include the following:

1.

4.

Master Sign Program. A Master Sign Program, drawn to scale, delineating the site
proposed to be included within the signing program and the location of all proposed
signs.

Drawings and Sketches. Drawings and/or sketches indicating the exterior surface details
of all buildings on the site on which wall signs, directory signs, ground signs or
projecting signs are proposed. Illuminated sign locations and illumination methods shall
also be specified.

Photographs of all existing signage and the building faces or sites where signage is
proposed.

Statement for Modifications. A statement of the reasons for any requested modifications
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to the regulations or standards of this Chapter.

5. Sign Standards. A written program specifying sign standards, including color, size,
construction details, placement, and necessity for City review for distribution to future
tenants.

6. Directory Sign. A directory sign not exceeding 12 feet in area shall be integrated into the
site design and placed on the primary frontage or entryway. The sign shall have space to
advertise the names of businesses associated with the MSP.

7. Public Access Sign. If a property includes a public access way, this access shall be
indicated with a sign (minimum 3 square feet) on the primary building facade.

D. Allowable Modifications. A Master Sign Program may provide for additional sign area and
other deviations from the standards of this Chapter, provided that the Master Sign Program
is consistent with the provisions of all Sections in this Chapter.

E. Required Findings. In approving a Master Sign Program, the decision-making authority
shall find that all of the following are met:

1. The proposed signs are compatible in style and character with any building to which the
sign is to be attached, any surrounding structures, and any adjoining signage on the site;

2. Future tenants will be provided adequate opportunities to construct, erect or maintain a
sign for identification;

3. All current and future tenants shall be granted adequate advertisement space on the
property’s primary frontage; and

4. Directional signage, required directory sign, and building addressing is adequate for
pedestrian and vehicular circulation and emergency vehicle access.

F. Conditions of Approval. The Planning Commission may attach any reasonable conditions
necessary to carry out the intent of the Master Sign Program requirement, while still
permitting each sign user opportunities for effective identification and communication.

G. Administrative Approval of Signs Consistent with Master Sign Program. Following
approval of a Master Sign Program, the Public Services Director is authorized to issue
building permits or other permits, as deemed necessary, to install signs that conform to an
approved Master Sign Program. Minor modifications of individual sign area may be
approved, provided the maximum allowed by an approved Master Sign Program is not
exceeded.
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17.68.120 Appeals

A

Persons Who May Appeal. Except as provided for elsewhere in this Title, appeals may be
made by the following persons, in the following instances:

1. Local Appeals. Appeals to the Planning Commission or City Council may be filed by the
applicant, by the owner of property, or by any other person aggrieved by a decision that is
subject to appeal under the provisions of this Title.

Final Decision Required. Unless otherwise specified by Federal or State law, an appeal must
be brought and a final decision rendered by the hearing body before the matter may be
appealed to a court of law.

Time Limits. Unless otherwise specified in State or Federal law, all appeals shall be filed
within 10 days of the date of action.

Proceedings Stayed by Appeal. The timely filing of an appeal shall stay all proceedings in
the matter appealed, including, but not limited to, the issuance of City building permits and
business licenses.

Appeals of Director Decisions. A decision of the Public Services Director on any
application may be appealed to the Planning Commission by filing a written appeal with the
Planning Department. The appeal shall identify the decision being appealed and shall clearly
and concisely state the reasons for the appeal.

Appeals of Planning Commission Decisions. Decisions of the Planning Commission may
be appealed to the City Council by filing a written appeal with the City Clerk. The appeal
shall identify the decision being appealed and shall clearly and concisely state the reasons for
the appeal.

Transmission of Record. The Director, or in the case of appeals to the City Council, the City
Clerk, shall schedule the appeal for consideration by the authorized appellate body within 60
days of the date the appeal was filed. The Public Services Director shall forward the appeal,
the Notice of Action, and all other documents that constitute the record to the appellate body.
The Director also shall prepare a staff report that responds to the issues raised by the appeal
and may include a recommendation for action.

. Appellate Body Action. The appellate body shall review the appeal, the administrative

record, and any written correspondence submitted after the appeal has been filed, and may
take one of the following actions:

1. Conduct a public hearing and decide on the action; or

2. Remand the matter to the decision-making body or official to cure a deficiency in the
record or the proceedings.
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. No “De Novo” Review. At an appeal or review, the appellate body shall consider only the
same application, plans, and related project materials that were the subject of the original
decision.

J.  Appellate Body Decision. The appellate body shall render its decision within 60 days of the
date the hearing is closed unless State law requires a shorter deadline. An action to grant an
appeal shall require a majority vote of the appellate body members. A tie vote shall have the
effect of rejecting the appeal.

K. Standards of Review. When reviewing any decision on appeal, the appellate body shall use
the same standards for decision-making required for the original decision. The appellate body
may adopt the same decision and findings as were originally approved.

17.68.130 Definitions

Abandoned Sign. A sign that no longer applies to a business space, building, or site, due to lack
of a valid business license, change of business name, or for any other reason that renders the sign
not applicable to the premises involved.

Billboard (Outdoor-off-site freestanding sign). A sign placed for the purpose of advertising
products or services that are not produced, stored or sold on the property or any other subject no
related to the property or use of the property, upon which the sign is located.

Building Mounted Sign. Any sign mounted or erected on or against any building or fagcade and
includes all walls signs, awning and canopy signs and projecting signs.

Business Sign. Any interior or exterior sign which is intended to identify the name or portions of
the business name and which is viewable from any exterior area open to the public.

Canopy shall refer to an ornamental roof like structure upon which a sign may be attached or
otherwise affixed which is usually located over gasoline pumps.

Construction Sign. A sign displayed by a contractor, subcontractor, or architect on a project site
whenever a building permit has been issued for construction, alteration, or repair of a structure
and when work is in progress on site pursuant to such permit.

Building frontage. The linear measurement in feet of the property line directly fronting on a

public street, or other public right-of-way to which such sign is oriented, excluding California
State Highway One.
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Building frontage is considered continuous if projections are less than 10 ft.

Height of a sign means the greatest vertical distance measured from the ground level directly
beneath the sign to the top of the sign or from the nearest property line fronting on a public
street, whichever is lower.

Illegal Sign. An unpermitted sign that is found to be erected or maintained in violation of any
provision of this Chapter, this Title, or any other Federal, State, or local law.

Facade Length. The length of the building face or tenant lease site (see page 7 of this Chapter
for a graphical representation).

Facade Height. The height of the building face or tenant lease site (see page 7 of this Chapter
for a graphical representation).

Master Sign Plan. A coordinated program of all signs, including exempt and temporary signs for
a business, or businesses if applicable, located on a development site. The sign program shall
include, but not be limited to, indications of the locations, dimensions, colors, letter styles and
sign types of all signs to be installed on a site.

Mansard. A roof-like facade comparable to an exterior
building wall.

side elevation

Nonconforming Sign. Any previously approved and permitted sign that existed prior to a change
in the municipal code that prohibits such sign. A nonconforming sign is different than an illegal
sign (see definition above for “lllegal Sign”).

Open House Sign. An open house sign advertises that a house is open for view as part of the sale
or exchange of the property.

Primary Facade. The face of a building or tenant lease site that incorporates the main entrance
to the business and that faces a primary street, as determined by the business owner.

Real Estate Sign. A sign identifying that a property is for sale, lease, exchange, or rent. The
purpose of this sign is to help owners in the sale of their property by providing information on
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the location of the property to potential buyers without impairing the appearance of the
community.

Secondary Facade. The face of a building or tenant lease site that serves as a secondary
entrance and/or advertising space to the primary fagade, as determined by the business owner.

Signs. Any object, structure, symbol, emblem, logo, or display, or any combination thereof,
which is intended to or does identify, attract attention to, advertise, or communicate information
of any kind to the public. See also Chapter 17.68: Signs.

Sign Area. The entire area of a sign calculated for maximum sign area purposes, pursuant to
Chapter 17.68:

Sign Face. The surface or surfaces used for the display of a sign message as seen from any one
direction.
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ATTACHMENT B

AGENDA NO: B-3

MEETING DATE: October 8, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 1, 2013

FROM: Kathleen Wold, Planning M anager
Erik Berg-Johansen, Planning Intern

SUBJECT: Zoning Text Amendment A00-015 Draft Sign Ordinance (Municipal
Code Section 17.68)

RECOMMENDATION
Staff recommends that the City Council:
1. Open the public hearing and receive testimony;

2. Direct staff to prepare an environmental document based on the draft Sign Ordinance
as forwarded by the Planning Commission on September 4, 2013 and return with the
environmental document and the draft Sign Ordinance for the first reading on
December 10, 2013

ALTERNATIVES
1. Review the draft Sign Ordinance and return to Planning Commission to make
additional changes based on public testimony and Council direction.

2. Take no action to change the Sign Ordinance and direct staff to not pursue a Zoning
Text Amendment.

FISCAL IMPACT
Costs associated with a drafting of an amended Sign Ordinance are as follows:
e Environmental—staff’ stime to prepare a Negative Declaration
¢ Noticing Costs—noticing the draft Sign Ordinance environmental review and the Public
hearing for adoption.
o Staff time—staff costs including time to process the project through to the Coastal
Commission is estimated to be approximately 400 staff hours including planning staff,
Public Services Director, City attorney, administrative support staff.

Prepared By: KW, EB Dept Review: RL
City Manager Review:

City Attorney Review:




BACKGROUND

Since 2004 the City of Morro Bay has recognized the need for the City’s Sign Ordinance
(Section 17.68) to better address the business community’ s sign needs. An updated sign
ordinance was included in the City’ s comprehensive Local Coastal Program update in 2004;
however this update was never certified by the California Coastal Commission. Without a
certified new sign ordinance, the City continued to operate under the sign ordinance adopted
in 1999.

Atthe April 12, 2010 City Council meeting, astatusreport on the A-Frame Sign Ordinancewas
presented to the Council for direction. The Council directed staff to bring forward to the
Planning Commission a Sign Ordinance Amendment incorporating the Sign Ordinance drafted
for the 2004 Zoning Ordinance and new A-frame sign regulations.

Staff worked on the amendment and presented the Sign Ordinance Amendment to the
Planning Commission at the regularly scheduled meeting on May 17, 2010. During the
meeting public testimony was received and the ordinance was discussed by the Commission.
The ultimate outcome of the meeting was to continue the item to a date uncertain with
direction given to staff to hold aworkshop on the ordinance to ensure that there was
sufficient public input. A workshop was held on February 16, 2011. Asaresult of this
workshop the Planning Commission moved to forward the draft sign ordinance including
regulations for A-frame signs that would include the following:

e OneA-frame sign per business per frontage during business hours only,

e A-frame or feather sign to be allowed,

e Feeshal bewaived until June 2012 for the A-frame signs whereby it would be set at $40
as aonetime permit fee,

e Allow for provisions for directiona pole signage as brought forward by Mr. Schmidt of
the Chamber of Commerce to include in this ordinance,

e Toinclude corrections of the projection signs section from 12 to 24 inches and

¢ Include vacation rentals under the Real Estate section.

At the April 19, 2011, City Council meeting an item was brought forth by Mayor Y ates and
Councilperson Borchard concerning the enforcement of the code prohibiting A-frame signs.
At this meeting the Council directed staff to enforce the Sign Ordinance prohibiting A-frame
signs and on May 3, 2011 aletter was sent to all businesses within Morro Bay detailing that
A-frame signs are prohibited and describing the process by which the City will be enforcing
the ordinance.

On May 24, 2011, the City Council adopted an interim urgency ordinance establishing
interim rules regulating the approval process and construction of projecting signs pending
completion of studies and the preparation of an update to the City’ s zoning code.



In order to flesh out and specifically identify the community’ s issues with the current sign
program, the City held workshops and conducted sign surveys. The City held two sign
Ordinance workshops facilitated by Chuck Anders, one on September 29, 2011 and the other
on October 6, 2011. In addition the City utilized Survey Monkey to alow citizens that were
not present at the workshops to have input in the process via the internet. These community
outreach efforts were conducted in attempt to hear from al the stakeholders early in the
process. An outcome of these efforts was that the community did not want the 2004 draft
ordinance but rather wanted a new ordinance based on four distinct commercial areas with
sign regulations crafted to address the issues and constraints particular to each district.

At the May 2, 2012, Planning Commission meeting Commissioners directed staff to bring
back four different zone maps and one overall map to see all the commercial areas. In
addition, a basic outline of the zoning ordinance with headings only and definitions and

graphics.

At the May 26, 2012, Planning Commission meeting the Commissioners reviewed the
preliminary sign option spreadsheet, sign definitions and the district maps showing the
boundaries of the four commercial districts. The Commission directed staff to bring back:

1. Further detail on sign arearatio and percentages;

2. Photos of sign typesfor interna and external illuminated signs;

3. A matrix comparison in a column format to include comparisons to Pismo Beach, all
poll results and staff recommendations; and Shopping center definitions.

At the June 26, 2012 meeting the Planning Commissioners reviewed the signs for the
Quintana zone district. The Commission made decisions regarding what signs should be
allowed, restricted and which ones needed further review.

Then due to staffing issues there was a period of inactivity in late 2012, however since
January 2013 Planning staff has diligently worked on preparing a comprehensive new draft
sign ordinance.

As part of aCal Poly Master’s project, Erik Berg-Johansen, Planning Intern completed
extensive research on signs and sign ordinances. The older draft ordinance, scholarly
journals, community outreach and interviews (both primary and secondary), photos and
computer generated graphics were referenced throughout the process. It should also be noted
that a survey regarding the draft sign ordinance was mailed to every registered business
owner in the City. Perhaps more important were the multiple meetings with the Morro Bay
Chamber of Commerce and Planning Staff. The purpose of these meetings was to discuss all
research and background information on the sign ordinance, and then make appropriate
additions and edits. Because the new draft ordinance is now based on sign districts instead of
zoning districts, the new draft is completely reorganized.
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DISCUSSION

The draft Sign Ordinance dated September 2013 represents two years of work. Staff has held
numerous public workshops, conducted sign surveys, conducted background research and
presented a working draft to the Planning Commission in a series of public hearings to allow
for detailed public comment. The draft ordinance was discussed at five public hearings
occurring between June and September of 2013. In comparison with the City’s current sign
ordinance, the following is alist of important changes contained within the September 2013
draft Sign Ordinance:

1.

2.

7.

8.

Has been designed to address four different commercial zones, The North Main
Street, Quintana, The Downtown and the Embarcadero.

Designates signage criteriafor lodging and industrial uses exclusive of the four
commercia zones.
Contains new methodology on how maximum sign sizeis calculated. In the 2013
draft, the size of the sign is based on the square footage of the building fagadein lieu
of the old method that utilized linear footage.

Has al so been reformatted to contain a matrix format which is user friendly as all
information for the zone district is contained on one sheet.
Uses customized graphics to communicate regulations and explain how sign area
calculations work
Eliminates the reduction in allowed sign area based on the use of different types of
signs.
Provides for a Tourist Oriented Directiona Sign Program along the Embarcadero with
the goal to facilitate pedestrian traffic throughout the length of the Embarcadero.
Provides for Master Sign Programs to establish criteria for multi-tenant properties.

Table 1 on the following page summarizes some of the mgjor differences between the code
the City is currently operating under and the draft code that is being reviewed by City
Council.



Table 1: Differences between Current Code and Draft Code

Current Code

Draft Code

Sign Didtricts

No Districts; the same codeis applied to all
businesses

Four Districts (Embarcadero, Downtown,
Quintana, North Main). Signs are regulated
differently in each district. In addition, there are
separate regulations for lodging establishments
and businesses located in industrial zones.

Allowable sign area
calculations

Based on the linear measurement of
"building frontage" (e.g. 1 . ft. signage for
every 1 linear ft. of building frontage)

Based on the measurement of a building's fagcade,
or face (e.g. 15% of facade).

Prohibited Signs

Roof, flashing/moving, home occupation,
bench, noise making, vehicle displays,
billboards, tire stacks, illuminated with
red/green/yellow within view of signalized
intersection, A-frame, moving/rotating,
constructed of cloth/canvas/paper, on fences

All included in current code (except A-
frame/sidewalk) with the addition of:
bannerg/streamers/pennants, digital signs,
emission producing, inflatable, signs that display
lodging rates, signs with obscenities, signs that
obstruct exits/ventilation, person or animal,
advertising brand names, snipe, on public bus
shelters.

Sidewalk (A-frame)
Signs

Prohibited city wide

Prohibited only in Embarcadero District, and
alowed in all other districts with the acquisition
of aspecial permit.

Graphics

No Graphics

Graphics showing: different sign types, method of
calculating allowable sign area, sign
measurements, sign district boundaries, and
illustrations of select definitions.

Formatting

Entire code in block paragraph form.

Part of code in block paragraph form, and part of
code in a user-friendly table format.

Master Sign Program

Not Included

Required for properties occupied with three or
more non-residential occupants, or for projects
involving construction or renovation of more than
25,000 sguare feet of space.

Amortization schedule adopted in 1972
required that all non-conforming signs be
documented and addressed by March of

No amortization schedule. Non-conforming signs
shall be removed or made to conform when a new
business opens or the type of business changes.

Amortization 1973. Policy was never enforced. Non- Signs shall also be removed or repaired if they are
conforming signs shal I. be removed or made not property maintained (see Section 17.68.030 B,
to conform when sign is taken down for any : ;

: . . ¢. Sign Maintenance).
reason (including maintenance).
Exceptions granted if the commission finds No exception permits. Exceptions to the
. . eptons gra provisions of the code may only be granted by the

Exception Permits that the sign will not be contrary to the Planning Commission during the review of a

purposes of this chapter. submitted Master Sign Program or Variance.
Bonuses granted for implementation of signs that
Sign Bonuses No Bonuses were found to have high aesthetic quality (such as

projecting signs). Bonuses vary by district.




As mentioned, the draft sign ordinance has appeared on the Planning Commission’s agenda
five times during the past four months. The primary topics covered during the Planning
Commission meetings are as follows:

e Allowable sign area. The Commissioners reviewed numerous graphical
representations of signsin relation to their facade. Computer generated graphics, as
well as examples from local Morro Bay businesses were analyzed and discussed
during meetings. Detailed discussions regarding the appropriate allowable sign area
(percent of fagade) were carried out for each sign district. To further facilitate these
decisions, staff and the Commissioners considered the functionality, aesthetic
character, primary modes of transportation, location, common types of businesses,
and the scale of buildings associated with each individua sign district.

e Amortization. While the idea of an amortization schedule was originally proposed,
the Commissioners agreed that an amortization schedule be omitted from the
ordinance. The Commissioners suggested that amortization schedules are difficult
(and costly) to enforce, and have the potential to create unfair conditions among
business owners. Further, the Commissioners (as well as members of the public)
commented that an amortization schedule could lead to removal of historical signs
that are important to the community.

It was ultimately decided that a nonconforming sign shall be removed for only three
reasons: 1) the sign has not been properly maintained; 2) a business moves out and a
new business occupies the property; and 3) the type of business or use changes with
which anonconforming sign is associated. See Section 17.68.030 B (page 9) of the
draft ordinance for additional details.

e Monument, architectural, and polesigns. The City’s Local Coastal Plan (LCP)
states that monument type signs be encouraged through the sign ordinance. In
accordance with the LCP, the Commission worked to create an ordinance that
promotes the use of these sign types.

On the other hand, the City’ s LCP states that pole signs be discouraged throughout the
City. In respect to the LCP, the Commissioners decided to maintain that a Conditional
Use Permit be required for al pole sign proposals. Staff would like to work with the
Council to further extend the conditions of approval for pole signs to ensure that
future pole signs protect views, fit with the community’ s character, and are safely
legible to drivers travelling on Highway 1.

e Sidewalk (A-frame) signs. Discussions regarding safety, ADA compliance, sidewak
widths, sidewalk sign content, and sidewalk sign design took place at multiple
meetings. In response to public comment and survey results, the Commission agreed
to alow sidewalk signsin the Quintana, North Main, and Downtown districts.
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The Commission decided to support staff’ s recommendation to continue a sidewalk
sign prohibition in the Embarcadero District. Staff and Commissioners agreed that
sidewalk signs are not appropriate in the Embarcadero District for the following
reasons: 1) the sidewalks are narrow; sidewalk signs create safety issues and
congestion of pedestrian movement; and 2) the Embarcadero Tourism-Oriented
Directiona Sign Plan has been designed to allow off-premise business advertising in
lieu of the proposed sidewalk sign prohibition in this district.

Master Sign Program. Both staff and the Planning Commission agreed that a Master
Sign Program be established to ensure that fairness and aesthetics are considered for
multi-tenant properties (with three or more lease spaces) and larger buildings (with a
facade exceeding 3,000 square feet). Implementation of such a program will alow for
additional review by the Planning Commission on a case-by-case basis, and could
prove to be especialy important for multi-tenant properties that deserve an exception
for unique circumstances.

Public comment was taken during each Planning Commission meeting in regards to the draft
ordinance and Embarcadero District TODSP. Public comment was focused on the following

issues:

Sidewalk (A-frame) signs. There was some disagreement among the public on this
issue, however the majority of comment supported allowing sidewalk signs.

Feather type signs. One member of the public commented that her business on
Quintana Road is not visible from the primary right-of-way. She utilizes a feather type
sign, and disagrees with the current draft’ s prohibition of this sign type.

[llumination. This topic was brought up multiple times for different reasons. Many of
the concerns were addressed by staff and changes were made to the draft ordinance,
such as changing the draft ordinance to allow OPEN signs to remain illuminated
during the daytime. While many of the issues have been resolved, staff recommends
that illumination standards be carefully reviewed by the City Council to ensure that
the regulations are consistent with the City’ s goals and policies.

Signs advertising brand names. The current draft ordinance prohibits any sign that
advertises a brand name or logo that is not directly related to the subject business.
This regulation, for example, would prohibit a restaurant from posting a neon
Budweiser signin their window. Staff originally proposed this regul ation to promote
positive changes in aesthetics and community character through the prohibition of
excessive brand advertising.



All public comment regarding this issue was in disagreement with the proposed
prohibition of brand advertisement signs. In response to public comment staff has
devised a change that will allow (but limit) signs that advertise a brand name. See the
section below titled “Recommendations from the Public and Staff” for an alternative
to brand name sign prohibition.

e Tourism-Oriented Directional Sign Plan. The mgority of public comment
regarding this proposal supported the plan. However, one business owner believed
that it was unfair for the plan to only encompass the Embarcadero Sign District and
not other districts such as the downtown. Another business owner commented that the
proposed signs are unappealing, and recommended that kiosk-type structures be
installed instead.

The materias presented to council include the draft 2013 Sign Ordinance as amended by the
Planning Commission, the tourist oriented directiona sign program and application, minutes
from all five of the Planning Commission meetings and the results from the sign workshop
held on September 29, 2011.

Once the City Council has determined that the draft document is finalized, staff will work on
the required environmental document. Once complete, the Negative Declaration will be
forwarded to the State Clearinghouse for the required thirty day review. The project will be
scheduled for the first reading after completion of the public review period for the
environmental document. Staff anticipates that the project will be ready for adoption in
December. In addition, once the draft ordinance has been finalized, staff will forward it to
the Coastal Commission for comment.

Changes to the Draft Ordinance:

Since the final Planning Commission meeting staff has reviewed the ordinance for clarity and
consistency. Minor language and organizational changes that do not affect the regulations or
content approved by the Planning Commission were completed by staff and are reflected in
the draft ordinance included as an attachment to this report. Finally, any changes that were
discussed and recommended by the Planning Commission at the final meeting on September
4, 2013 areincluded in the most recent draft ordinance.

Recommendations from the Public and Saff:

Comments from the public have been submitted to the Planning Department since the draft
ordinance was favorably recommended by Planning Commission. Some of these comments
also stimulated discussion among staff in regards to certain issues. The following comments
from the public and staff have the Planning Department’ s approval; it is recommended that
these changes be integrated into the draft ordinance.
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Clarification of information regarding illegal signs (page 10):

2. lllegal Signs. Any sign shall be regarded asanillega sign if:
a. It is constructed subsequent to the date of adoption of this Chapter in
violation of any provision of this Chapter, this Title, or any other federal, state,
or local law, including, but not limited to the zoning clearance and sign
permits set forth in paragraph 17.68.100, or
b. It was constructed prior to the date of adoption of this Chapter in violation
of any applicable federal, state, or city ordinance in effect at the time of
construction, or
c. It was constructed prior to the date of adoption of this Chapter without all
zoning clearances and/or permits required by applicable federal, state, or city
ordinance in effect at the time of construction first having been obtained.

The Public Services Director shall order that such illegal sign be altered, repaired,
reconstructed, demolished or removed, as may be appropriate, to abate such condition
or the Director may initiate proceedings to abate the sign as a public nuisance under
the provisions of the Business and Professional Code (Sections 5499.1 to 5499.16).
Any work required to be done shall be completed within ten days of the date of such
order, unless otherwise specified in writing.

Added regulation to strengthen the enfor cement program (page 10):

b. Business License Renewal. Business owners shall submit evidence of sign
permits for al non-exempt signs on their premises as a condition of renewal of
their business license. Failure to submit evidence of sign permits shall result in
denial of the renewal request.

Changein regulation to acknowledge a unique scenario in regardsto
ar chitectural/monument signs (pages 10 and 12):

e If one architectural sign proposed, sign shall count towards allowable signage
for the Primary Facade. If a second architectural sign is proposed, sign shall
count towards nearest secondary facade. If structure hasonly one (primary)
facade, all permitted architectural signs shall count towards allowable signage
for the Primary Facade.

e If one monument sign proposed, sign shall count towards allowable signage
for the Primary Facade. If a second monument sign is proposed, sign shall count
towards nearest secondary fagade. If structure has only one (primary) facade, all
permitted monument signs shall count towards allowable signage for the
Primary Facade.



Remove prohibition of “ SignsAdvertising Brand Names’ (page 16) and include a
statement allowing these signsin Section 17.68.030 D:

SignsAdvertising Brand Names. Allow signs for services, products and brands as
window signs only to a maximum of 25 percent of window area.

Changeto “ Definitions’ to specify that parapets count as part of the facade and that
mansard roofs do not count as part of the facade (pages 35 and 36):

Primary Facade. The face of abuilding or tenant lease site that incorporates the main
entrance to the business and that faces a primary street, as determined by the business
owner. For purposes of allowable sign area calculations, the facade shall
incorporate the face of the building and if applicable, the parapet. Mansard roofs
shall NOT be considered as part of building facades.

Secondary Facade. The face of abuilding or tenant lease site that servesas a
secondary entrance and/or advertising space to the primary fagade, as determined by
the business owner. For purposes of allowable sign area calculations, the facade
shall incorporate the face of the building and if applicable, the parapet. Mansard
roofs shall NOT be considered as part of building facades.

Exempt businessesin industrial zones from the Master Sign Program (page 31):
B. Applicability
6. Businesses located in industrial zones shall be exempt from the Master Sign
Program.
Add definition and associated graphic for “ Parapet” (page 35):

Parapet. Vertical upward extension of an exterior wall at the edge of the roof or
building structure.

Change definition and associated graphic for “Mansard” (page 35):

Mansard. A double-sloped roof with the lower sloped section stegper than the upper
slope section.
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CONCLUSION:

The newly proposed Draft Sign Ordinance incorporates knowledge gained from community
outreach, interviews, meetings, review of other sign ordinances in California, direction from
Planning Commission meetings, and research on commercial signs. Staff recommends that
the Council review the entirety of the new draft ordinance and direct staff to proceed with
the environmental review based on the draft Sign Ordinance dated September 2013.

ATTACHMENTS:

A. Draft Sign Ordinance, September 2013

B. Embarcadero District Tourism-Oriented Directional Sign Plan, Revised September 2013

C. Draft Directional Sign Permit Application

D. Planning Commission Minutes from June 19, 2013, July 3, 2013, July 17, 2013, August
21, 2013, and September 4, 2013 meetings

E. Sign Workshop Results, September 29, 2011.
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AGENDA NO: C-1
MEETING DATE: October 22, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: October 17, 2013
FROM: Rob Livick, PE/PLS - Public Services Director/City Engineer

SUBJECT: Authorization to Issue a Request for Proposal (RFP) for a Rate Study
for Water & Sewer Rates with Additional Background Information

RECOMMENDATION

Authorize staff to prepare and issue an RFP and award a contract for the analysis of Water
and Sewer rates for potential adjustments, in accordance with the City’s Consultant Hiring
Policy.

ALTERNATIVES
1. Direct staff to perform the rate study using existing City staff, by either
a. Contract out other work to accommodate the resources required for the rate
study, or
b. Hire temporary staffing to accommodate the resources required for the rate
study.

2. Defer the rate study until such time that the Department has sufficient resources to
perform the study without impacting other priority projects.

FISCAL IMPACT

It is anticipated that the total cost to perform a cost of the services study and rate analysis
for both water and wastewater rates should not exceed $75,000. The source of the funds
would be the Water and Sewer accumulation accounts; and the cost of the study would be
divided equally between the two funds.

SUMMARY

Both the water and sewer funds have upcoming required future expenses for which the
current rate structures will not provide adequate funding. Additionally, the current rate
structures of both revenue streams do not produce adequate funds to meet debt coverage
ratios required by the State Revolving Fund (SRF) for future loans and the Central Coast
Water Authority (CCWA), the State water provider, for the existing debt service for the
State Water Project debt. In order to determine the rate requirements to support both the
ongoing maintenance and operations along with the implementation of the Capital

Prepared by: RL Dept. Review: RL
City Manager Review:

City Attorney’s Review:




improvement program, the rates need to be assessed to determine their adequacy. After the
rate study has been performed, the community can decide how those costs will be
distributed amongst the users.

BACKGROUND/DISCUSSION

On September 10, 2013 staff brought the issue of commencing a water and sewer rate
study to City Council for their review and authorization. At that meeting staff received
direction from the City Council to bring this item back with additional detail and
information before they could consider embarking on a study of the adequacy of the City’s
water and sewer rate structure to support the needs of providing the service to the
respective customers. The areas that the Council gave staff direction to provide additional
detail were:

Review of the last twenty years of City Council’s actions on water and sewer rates
Potential Rate Review Policy

Comparison between Morro Bay’s rates and other area water and sewer providers
How the Water and Sewer rates Tie together

Historical Information Regarding Expenditures

moow>

A. History of Water and Sewer Rate Discussion/Action

The following table summarizes the City Council actions regarding water and sewer rates
since 1994. In staff’s research of the historical information it should be noted that sewer
and water rates were reviewed and adjusted quite regularly and during some periods
annually since incorporation. The end of these regular adjustments seems to coincide with
the implementation of California’s Proposition 218. Proposition 218 was a proposition in
the State of California on the November 5, 1996 ballot. Prop 218 significantly changed
local government finance. Prop 218 amended the California Constitution (Articles XII11C
and XII1D) which, as it relates to assessments, requires the local government to have a vote
of the affected property owners for any proposed new or increased assessment before it
could be levied. The Proposition was passed by California voters on November 5, 1996,
and the assessments portion placed in effect on July 1, 1997.

Date Subject Action
2/9/1994 | Report To PWAB regarding Proposed Water Rate | Forwarded to Council
Structure
5/25/1995 | Water Rate Increase Council Adopted Resolution 57-95
10/28/1996 | Report on Rates and Future implications Discussion and no action
11/5/1996 | Proposition 218 approved by the voters N/A
12/8/1997 | Proposed rate adjustment for Licensed Health Care | Council Adopted Resolution 86-97
Facilities, eliminating reduced fee
6/22/1998 | Rate Adjustment for Sewer Rates Council Adopted Resolution 64-98
6/23/1998 | Memo to Council RE: Statewide Wastewater Rate | No Action
Survey
10/14/2002 | Water Management Plan Status Report Accept Report/ No Rate implications
8/28/2006 | Establishment of Interim Wastewater Rate Increase | Council Adopted Resolution 39-06
11/13/2007 | Establishment of new Wastewater Rates including | Council Adopted Resolution 55-07
an escalator
6/9/2008 | Discussion of Water and Sewer Rates and the | No Action Taken
Calculations Used




3//2013 | Discussion regarding Need for Water and Sewer | Continued with Council Direction
Rate Increase

9/10/2013 | Discussion regarding RFP Water Rate Study Continued with Council Direction

B. Rate Review Policy

As stated in the previous section, in the past, i.e. prior to mid-late 1990’s, the City would
regularly review and make adjustments to water and sewer rates. These adjustments were
typically fairly modest adjustments and were intended to keep pace with inflation. When
proposition 218 was passed and with subsequent court decisions regarding utility rates it
appears that due to the difficulty in adjusting rates, the City stopped reviewing water and
sewer rates on an annual or semiannual basis. Instead, at least with sewer rates, the City
made large infrequent adjustments in the rates. With water rates, due to the retirement of
the debt on the Desal Plant in the early 2000’s, there was no need to make any adjustments
to rates until the Finance Department was notified in Fiscal Year 09/10 that the City was no
longer meeting the debt coverage ratio for the State Water debt service.

Other Communities review their water and sewer rates on a regular basis. The City of
Pismo Beach looks at their water and sewer rates based upon their five year planning
period for capital projects. While Contra Costa Water District reviews their rates on an
annual basis to keep their revenue adjustments at less than the rate of inflation. And a little
further north, Tacoma Water’s policy includes regular reviews being performed to
determine the adequacy of rates, and a full revenue requirements study being performed
every two years.

Staff would recommend that the City of Morro Bay establish a revenue (rate) review policy
that ensures that the City receives enough revenue to provide a high level of service to its
customers and sustain the conveyance and treatment infrastructure. It is staffs opinion that
this period should not exceed a comprehensive review and potential adjustment every five
years with a check-in during the annual budget review.

C. Rate Comparison
Staff has researched the water and sewer rate structures for the other communities and
during that research discovered that both Atascadero Mutual Water Company and
Templeton Community Services District have prepared similar analyses. The results of
these comparison studies are summarized in the following tables:

Typical Residential Monthly Sewer Rates

(August 2013)
City of Pismo Beach(1) $82.86
Cambria CSD $68.91
City of San Luis Obispo $50.33
Nipomo CSD $44.16
City of Morro Bay $43.42
City of Paso Rables $37.80
Templeton CSD $31.21
Avila CSD $28.70
City of Arroyo Grande $27.60




Heritage Ranch CSD $26.09
City of Atascadero $20.16
Oceano CSD $18.79

(1) Pismo Beach Rate as of October 1, 2013

Typical Residential Monthly Water Rates

800CF/Month
(July 1, 2013)

City of San Luis Obispo $60.35
City of Arroyo Grande $53.04
City of Grover Beach $49.08
City of Morro Bay $44.53
Heritage Ranch CSD $42.81
Cambria CSD $35.92
Atascadero Mutual $35.15
City of Pismo Beach $35.09
Nipomo CSD $32.26
Templeton CSD $31.30
Santa Margarita CSA $29.63
City of Paso Robles $25.60

While it is interesting to look at the typical water and sewer rates in other communities,
each community has a different profile for the source and costs of their water, and the
methods of wastewater treatment. The basis for water and sewer rates is to recover all the
costs associated with each utility and to equitability distribute the costs across the customer
classes. This will be different for each community.

D. How Water and Sewer Rates Tie Together?
In the City of Morro Bay both the Water and Sewer fees are based upon the water that
flows through the water meter at the end users location. The sewer rate has been adjusted
to account for water that is used outside of the residence or business for irrigation and other
outside uses. Additionally, there are water meters in the community that only are
connected to irrigation systems and therefor do not have a sewer charge component.

The timing for the study and adjustment of the rates do not need to be performed at the
same time. Although much of the same data is used in a rate study for both water and
sewer and there are economies of scale to study both at the same time. That is the primary
reason for staff bringing both the water and sewer rate studies to City Council
simultaneously. Additionally, with the sewer rate, we know that there is an expensive
project looming on the horizon for the citizens of Morro Bay. In order to construct such a
large project, debt will be required. If that debt can be reduced through the development of
a reserve fund, the overall cost of the project is reduced.

E. Historical Expenditures for the Water and Sewer Funds
Both the Water and Sewer funds are enterprise funds and therefore must be self-sustaining,
i.e. all operations, maintenance and capital projects be funded by rates and other sources of
funding that enters that fund. As is indicated in the budget summary tables below, both the



water and sewer funds currently have adequate reserves, but the operating expenses exceed
the revenue due to increases in operating costs and large maintenance and repair projects
that are needed to insure a safe and adequate water supply along with a sewer collection
and treatment systems that protects the environment and the public health.

Summary of Water Fund Budget FY 2008 - 2013

FY 08/09 FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14(1)
Total Revenue 3,721,886 | 3,564,020 | 3,432,694 | 3,427,046 | 3,462,500 3,465,000
Change in Revenue -4.43% -3.83% -0.16% 1.02% 0.07%
Operating Expenses including cost
allocation 3,804,498 | 3,817,457 | 2,824,713 | 4,479,568 | 4,103,034 4,004,003
Change in Expenses 0.34% | -35.14% 36.94% -9.18% -2.47%
Capital Projects 1,288,628 278,151 - 750,000 - 1,850,000
Water Reserve Balance 5,166,472 | 4,984,596 | 4,842,676 | 4,350,747 | 3,436,851 1,346,096
Summary of Sewer Fund Budget FY 2008 - 2013
FY 08/09 FY 09/10 FY 10/11 FY 11/12 FY 12/13 FY 13/14(1)
Total Revenue 3,132,491 | 3,520,103 | 3,764,312 | 4,854,930 | 3,536,000 3,719,000
Change in Revenue 11.01% 6.49% 22.46% -37.30% 4.92%
Operating Expenses including cost
allocation 2,484,018 | 2,831,174 | 2,988,676 | 2,877,309 | 2,800,176 4,314,813
Change in Expenses 12.26% 5.27% -3.87% -2.75% 35.10%
Capital Projects 29,799 156,707 - | 1,185,095 - 1,110,000
Water Reserve Balance 2,658,118 | 2,978,205 | 2,997,320 | 3,885,574 | 5,665,231 5,044,584

(1) Budget Projections

Need for a Rate Study
As stated in previous staff reports, in order for the City to make any adjustments to the
water and sewer rates equitably, the City should perform the following tasks:

e Evaluate the revenue, operation and maintenance expense, and capital needs of the
Water and Wastewater Funds and ensure that revenue is sufficient to meet long-
term obligations.

e Develop five-year financial plans for the Water and Wastewater Funds that
stabilizes rate adjustments to avoid rate spikes while meeting financial planning
criteria for each fund.

e Create schedules of water and wastewater rates and charges that are fair and
equitable, that provide predictable sources of revenue developed in the financial
plans, and that meet Proposition 218 requirements for rates and charges.

The City has a need to determine the cost of services and review its rates for both water
and wastewater. These studies typically include projection of revenue and expense,
identification of capital improvements, proposed financing of the improvements,
development of a pro forma statement showing all financial obligations and debt service
coverage, allocation of costs, and design of rates. The water rate studies should follow
methodologies of the American Water Works Association while wastewater rate studies
follow methods of the Water Environment Federation. It is anticipated that to complete the
studies and move forward with a Proposition 218 vote will take approximately one year.




While existing City staff does have the technical expertise to perform a rate study, we lack
sufficient human resources. The City does not have the available resources to perform the
rate study, coordinate the public outreach effort and coordinate the required proposition
218 election for setting rates. Therefore, staff recommends the issuance of an RFP to select
the most qualified firm for the cost of services and rate studies.

CONCLUSION

Based on the projected needs for the maintenance of our water system, the relocation and
construction of the water reclamation facility as well as continued maintenance of our
current wastewater treatment plant and to increase the debt coverage ratio to the minimum
required amounts, the request of Council is to authorize staff to prepare and issue an RFP
and award for the analysis of Water and Sewer rates for potential adjustments in
accordance with the City’s recently adopted Consultant Hiring Policy.

ATTACHMENTS
1. Minutes from September 10, 2013 City Council Meeting
2. Staff Report D-4 from September 10, 2013 City Council Meeting
3. Minutes, Resolutions and Staff Reports relating to water and sewer rates 1994-
2008
4. Water Rate Detail from other SLO County agencies
5. Water and Sewer Budget Sheets
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keep up the City’s escalators with the owner. Mr. Schultz stated that that was a topic for Closed
Session.

MOTION:  Councilmember Nancy Johnson moved approval of Item D-3, directing
staff to negotiate a sublease agreement for the sublease of 307 Morro Bay Blvd with
Grandmas Place. The motion was seconded by Councilmember Leage and carried
unanimously, 5-0.

D-4 AUTHORIZATION TO ISSUE A REQUEST FOR PROPOSAL (RFP) FOR A RATE
STUDY FOR WATER & SEWER RATES; (PUBLIC SERVICES)

Public Services Director Rob Livick presented the staff report.
The public comment period for Item D-4 was opened.

Barbara Doerr posed some questions to Council regarding the funding of the WRF. Can the City
use TOT or other tax measures to help pay for the WRF in an effort to help subsidize everybody
equally?

The public comment period for Item D-4 was closed.

Mayor Irons stated that this staff report came to Council back in March of this year. Those
minutes stated that this item was requested to be brought back and include a history of why we
would go 20 years without adjusting water rates as well as what a rate policy would look like.
This report doesn’t have any of that data in it which troubles him. We need to come up with
policy where we are proactively reviewing things. Before we go to an RFP, those questions need
to be answered.

Councilmember Christine Johnson looked at the March 26" minutes as well and feels we need to
dig in and lay out for the community as to why we haven’t raised water rates in the last 20 years.
She would love to see some historical analysis, doesn’t have to be very detailed, maybe times
and dates of when things were brought forward and what the decisions were. It would be helpful
to her when she makes big decisions on rates. She would like to know the thought processes that
previous Council’s went through and how they struggled with it.

City Attorney Rob Schultz stated that 20 years ago when the City raised its rates, we had to fund
State water and subsequently the desalination plant. It was only until approximately 5 years ago
that the City found itself “behind the curve” financially; we hadn’t been behind prior to that. It is
his recollection that water rate discussions have come forward 2 or 3 times but there was never
political support and so was never moved forward.

Councilmember Smukler agreed that the previous Council did discuss this issue but never came
to any agreement. He feels it is very important in moving forward to present the community the
justification of why we need this as well as provide the implications of what happens if this isn’t
done. He too feels we need to provide the history that has brought us here, to take a little more
time to work through this, and then make the decision as to what the rate study needs to
accomplish.
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Mayor Irons read an excerpt from the March 26" minutes that stated “there should be more
information, historical information, rate comparisons with other cities, as well a more detailed
breakdown of our costs and expenses, and how our water and sewer rates tie together”. The
community needs to be educated as to why our water rates are where they are and why it took 20
years for us to address it. We need to look at a policy to address this issue and shouldn’t be so
quick to go out to RFP with this.

Councilmember Smukler agrees feels there needs to be more work done internally to present the
justification information discussed at the previous meeting. He also feels it’s important to
present historical information regarding expenditures in both the water and sewer funds and how
they’ve been managed so far.

Mayor Irons also feels that the RFP can be worked on simultaneously so that it is ready to be
sent out as soon as the historical information is presented at a future meeting.

Councilmember Christine Johnson is interested in what the historical thought process was, it
isn’t important who said what or when but instead, what was said.

Councilmember Smukler would also like to know where our rates stand in comparison to other
cities in the County.

This item was continued and is to be brought back with the information requested.

D-5 DISCUSSION ON POTENTIAL REVENUE BALLOT MEASURES FOR THE JUNE
2014 ELECTION INCLUDING A SALES TAX, PUBLIC UTILITIES USER TAX,
TRANSIENT OCCUPANCY TAX, AND 911 TAX; (CITY ATTORNEY)

City Attorney Rob Schultz presented the staff report.

Councilmember Leage is very much against increasing the TOT tax; he would rather see us look
at bringing businesses into town to increase business revenues. If he had to select a revenue
measure to support, it would be the sales tax.

The public comment period for Item D-5 was opened.

Barbara Doerr stated that any new tax should only go to the new WREF as it is the biggest project.
She hoped that residents would be treated as intelligent voters and wants to see everything put
out there at once. The City has had success with sales tax because they were up front with what
they were asking for. She said she wouldn’t support a Utility User Tax as it would have to be
addressed every year. She would support a TOT tax increase. She hoped they wouldn’t look at
an assessment tax.

The public comment period for Item D-5 was closed.

Mayor Irons stated that this item came forward from the results of a Councilmember request as
well as results of the Street Summit. For him, this is driven by the community and the
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AGENDA NO: D-4
MEETING DATE: September 10, 2013

Staff Report

TO: Honorable Mayor and City Council DATE: September 3, 2013
FROM: Rob Livick, PE/PLS - Public Services Director/City Engineer

SUBJECT: Authorization to Issue a Request for Proposal (RFP) for a Rate Study
for Water & Sewer Rates

RECOMMENDATION

Authorize staff to prepare and issue an RFP and award a contract for the analysis of Water
and Sewer rates for potential adjustments, in accordance with the City’s Consultant Hiring
Policy.

FISCAL IMPACT

Both the water and sewer funds have upcoming required future expenses for which the
current rate structures will not provide adequate funding. Additionally, the current rate
structures of both revenue streams do not produce adequate funds to meet debt coverage
ratios. It is anticipated that the total cost to perform a cost of the services study and rate
analysis for both water and wastewater rates will be $75,000; those costs would be divided
equally between the two funds. The source of the funds would be the Water and Sewer
accumulation accounts.

BACKGROUND/ DISCUSSION

The community’s water and wastewater rates structures are both related to water
consumption: water based upon direct meter readings and wastewater upon estimates of
what portion of water delivered is “returned” to the sewer system. Wastewater rates also
incorporate the constituents that the various types of customers add to the wastewater
stream, such as detergents from laundry businesses and/or food products from restaurants.
These higher strength wastewater streams require more treatment than residential strength
wastewater and thus have higher rates for treatment.

Water Rates

In advance of setting the water rates in 1994, the City Council considered a number of
different types of rate structures, including a flat rate (each billing unit costs the same), a
multi-tiered system (flat rate for fixed costs plus variable rate for water delivered) and an
inverted block rate (each successive billing unit costs more than the previous unit). The
water rate philosophy adopted by the City Council was a version of the inverted block rate.
This system’s primary characteristic is that it provides for incentives for water
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conservation but it also provides that higher volume customers effectively pay a
significantly higher unit cost for water for which the City pays a flat rate (i.e., State Water
at $1500 +/- per acre foot).

One of the areas wherein the inverted block rate was found lacking was that the originally
calculated rates for low volume users, in this instance in the 0 — 3 billing unit per month
category, did not recover the City’s fixed cost for reading of meters, billing costs and
maintenance of mains, service connections and meters. This fixed cost was estimated at the
time to be about $30 per month per customer.

Another area of consideration related to this group of users, was the absentee owners of
vacation homes. Under the previous rate structure, these absentee owners would use no
water for the months they did not occupy their vacation homes and not therefore pay a
monthly bill. When they occupied the home they would pay a nominal amount for the
small amount of water used, then not pay a bill for the remainder of the year. Their meters
would still be read, zero balance bills mailed, and maintenance would still be performed
but no revenue would be received.

To answer these concerns, the minimum monthly billing amount for 0 — 3 billing units per
month based upon the calculated 3 billing unit cost of $16.43 per month was implemented.
This amount is less than the monthly fixed costs referenced above with the other customers
subsidizing the remaining amount. Qualified customers able to provide low income
documentation were afforded the opportunity to participate in a rate reduction program.
There are currently approximately 50 customers on this program and due to inconsistencies
with the requirements of proposition 218, the program will terminate in January of 2014.

The water rate structure has been in place unchanged since that time, with the exception of
the rate reduction program which we can no longer offer due to Prop 218. During that
same time, operational expenses have increased more than 200%. Additionally, there may
be different strategies in a rate structure to encourage water conservation in accordance
with the City’s adopted 2010 Urban Water Management Plan and State Requirements. For
the past four fiscal years, the City has not met its obligation to the State Water project for
the debt coverage ratio. The City is required to earn/charge monies through rate payers so
that the amount taken in is 1.25 times more than the amount required for operational
expenses. Currently, this debt coverage ratio is only at 0.74 times the amount needed.
Additionally, there are capital project needs within the system that are necessary to
maintain a safe and dependable water supply, including the following major Capital
projects: Desalinization Plant upgrades and replacement of the Nutmeg Water Tank. In
addition to these major capital projects there are a host of smaller “maintenance” type
projects whose costs are not insignificant. These projects include pump replacements,
valve replacements and water meter replacements among other maintenance projects.
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Wastewater Rates

The wastewater rate schedule underwent a similar consideration when it was originally
adopted in the early 1980’s based upon both community philosophical desires and
Wastewater Treatment plant (WWTP) upgrade grant requirements. The adopted rate
schedule is a multi-tiered system for residential customers with a flat rate component from
0 — 10 water billing units, which recovered fixed costs for both the Collection System and
the WWTP and a variable component based upon usage above that amount and the
constituents of the residential wastewater stream.

One matter for consideration in this issue is that while water use is directly metered and is
therefore readily determined, discharges into the sewer system from customers are not
directly metered and it can only be estimated how much wastewater is discharged from any
given customer in any given billing period.

Water passing through the water meter is often used for irrigation and other purposes that
do not result in a sewer discharge, thus making it impractical to clearly document the
amount of discharge. The wastewater rate structure tries to accommodate this difference by
providing an allowance for up to 10 billing units of water used. This allowance promises to
alleviate arguments from customers as to whether their water use of, say, 7 billing units
resulted in the discharge of 1, 5, or 7 units of wastewater.

With only two exceptions, since its original adoption, wastewater rate increases were
implemented based upon uniform across-the-board percentage increases. One increase was
implemented based upon the minimum monthly billing amount.

The second and most recent increase occurred in October 2007, where the City Council
adopted a schedule of sewer rate increases to fund the construction of the wastewater
treatment plant at the current site. This rate increase looked more closely at the residential
and commercial categories and initially provided a 50% commercial and residential
increase and a subsequent 7.25% annual commercial and 5% annual residential increase.
This current rate schedule for increases ends in one year as Proposition 218 requires a new
vote every five years for succeeding rate increases.

Due to events that have occurred since that adopted increase, including the denial of the
Coastal Development Permit for the wastewater treatment plant at the current location and
the community’s desire to construct a new Water Reclamation Facility away from the
coast, the assumptions used in the 2007 rate increase are no longer adequate. In late
2010/early 2011, finance staff worked with RBC Capital to verify debt service coverage in
anticipation of entering into a State Revolving Fund loan, and discovered our revenues in
excess of our expenditures were insufficient to meet debt coverage ratios.

In November 2012, the Public Services Director prepared a memo to City Council,
advising them of the potential rate concerns with relocating the new Water Reclamation
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Facility (WRF) at one of the alternative sites. The estimated rate adjustment of relocating
to a new site is preliminarily estimated at 38-percent above the rate structure currently in
place that was needed to build at the existing site. This proposed rate increase is not only
needed to relocate and construct the new WRF, but also to pay for the Major Maintenance
and Repairs to maintain operations at the existing plant, as well as meeting debt coverage
ratios for financing a future WRF project.

In order for the City to make any adjustments to the water and sewer rates equitably, the
City should perform the following tasks:

e Evaluate the revenue, operation and maintenance expense, and capital needs of the
Water and Wastewater Funds and ensure that revenue is sufficient to meet long-
term obligations.

e Develop five-year financial plans for the Water and Wastewater Funds that
stabilizes rate adjustments to avoid rate spikes while meeting financial planning
criteria for each fund.

e Create schedules of water and wastewater rates and charges that are fair and
equitable, that provide predictable sources of revenue developed in the financial
plans, and that meet Proposition 218 requirements for rates and charges.

The City has a need to determine the cost of services and review its rates for both water
and wastewater. These studies typically include projection of revenue and expense,
identification of capital improvements, proposed financing of the improvements,
development of a pro forma statement showing all financial obligations and debt service
coverage, allocation of costs, and design of rates. The water rate studies should follow
methodologies of the American Water Works Association while wastewater rate studies
follow methods of the Water Environment Federation. It is anticipated that to complete the
studies and move forward with a Proposition 218 vote will take approximately one year.

Currently the City does not have the available resources to perform the rate study,
coordinate the public outreach effort and coordinate the required proposition 218 election
for setting rates. Therefore, staff recommends the issuance of an RFP to select the most
qualified firm for the cost of services and rate studies.

CONCLUSION

Based on the projected needs for the maintenance of our water system, the relocation and
construction of the water reclamation facility as well as continued maintenance of our
current wastewater treatment plant and to increase the debt coverage ratio to the minimum
required amounts, the request of Council is to authorize staff to prepare and issue an RFP
and award for the analysis of Water and Sewer rates for potential adjustments in
accordance with the City’s recently adopted Consultant Hiring Policy.
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - JUNE 9, 2008

B-3 DISCUSSION ON WATER AND SEWER RATES AND THE
CALCULATIONS USED; (PUBLIC SERVICES)

Capital Projects Manager Bill Boucher stated this item has been placed on the agenda by
Council request and intends to provide background and discussion on the genesis and
calculations of the water and wastewater rate structures. The community’s water rate
structure was adopted in a two-step process in 1994 and 1995 and there have been no
changes to the structure since that time. The most recent wastewater rate structure was
adopted in November 2007 and will become effective on July 1, 2008. Any proposed
changes to either rate structure must be done both with consideration of the public
process required by Proposition 218 and adjusting portions of the rate structure upward if
other portions are proposed to be lowered in order to generate the funding needed to
pursue adopted programs and policies. The community’s water and wastewater rates
structures are both related to water consumption: water based upon direct meter readings
and wastewater upon estimates of what portion of water delivered is “returned” to the
sewer system. Wastewater rates also incorporate the constituents that the various types of
customers add to the wastewater stream, such as detergents from laundry businesses and
food products from restaurants. Mr. Boucher recommended the City Council receive this
report for information, and direct staff accordingly.

Mayor Peters opened the hearing for public comment; there were no comments, and Mayor
Peters closed the public comment hearing.

This was an informational item, and no action was taken.
Mayor Peters called for a break at 8:50 p.m.; the meeting resumed at 9:00 p.m.

B-4  DISCUSSION ON PLACING AN INITIATIVE ON THE NOVEMBER 2008
GENERAL ELECTION BALLOT IN REGARD TO A UTILITY USER TAX
AND/OR A TRANSIENT OCCUPANCY TAX AND/OR AMENDING
MEASURE D; (CITY ATTORNEY)

City Attorney Robert Schultz stated at previous City Council meetings, Council has
requested information on placing a voter measure on the November 2008 General
Election ballot in regard to increasing transient occupancy tax, establishing a Utility User
Tax, and amending or repealing Measure D. Mr. Schultz requested Council direction
regarding whether to proceed with preparing any measure, as the full text of the measure
and the exact form of the question must be submitted to the San Luis Obispo County
Clerk by July 23, 2008.

Mayor Peters opened the hearing for public comment.
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AGENDA NO: &"6

Meeting Date: June 9, 2008 Action:

Staff Report

TO: Honorable Mayor and City Council DATE: June 5, 2008
FROM: William T. Boucher, Capital Projects Manager
SUBJECT: Discussion on Water and Sewer Rates and the Calculations Used

RECOMMENDATION: Staff recommends the City Council receive and file this
Report.

FISCAL IMPACT: None identified at this time.

SUMMARY: This item has been placed on the agenda by Council request and intends to
provide background and discussion on the genesis and caiculations of the water and
wastewater rate structures. The community’s water rate structure was adopted in a two-
step process in 1994 and 1995 and there have been no changes to the structure since that
time. The most recent wastewater rate structure was adopted in November 2007 and will
become effective on July 1, 2008.

Any proposed changes to either rate structure must be done both with consideration
of the public process required by Proposition 218 and adjusting portions of the rate
structure upward if other portions are proposed to be lowered in order to generate the
funding needed to pursue adopted programs and policies.

BACKGROUND/ DISCUSSION: The community’s water and wastewater rates structures
are both related to water consumption: water based upon direct meter readings and
wastewater upon estimates of what portion of water delivered is “returned” to the sewer
system. Wastewater rates also incorporate the constituents that the various types of
customers add to the wastewater stream, such as detergents from laundry businesses and
food products from restaurants.

Water Rates: In advance of setting the water rates in 1994, the City Council considered a
number of different types of rate structures, including a flat rate (each billing unit costs the
same), a multi-tiered system (flat rate for fixed costs plus variable rate for water delivered)
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and an inverted block rate (each successive billing unit costs more than the previous unit).
The water rate philosophy adopted by the City Council was a version of the inverted block
rate. This system's primary characteristic is that it provides for incentives for water
conservation but it also provides that higher volume customers effectively pay a
significantly higher unit cost for water for which the City pays a flat rate (i.e., State Water at
$1500 +/- per acre foot).

One of the areas wherein the inverted block rate was found lacking was that the
originally calculated rates for low volume users, in this instance in the 0 — 3 billing unit per
month category, did not recover the City’s fixed cost for reading of meters, billing costs and
maintenance of mains, service connections and meters. This fixed cost was estimated at
the time to be about $30 per month per customer.

Another area of consideration refated to this group of users were absentee owners
of vacation homes. Under the previous rate structure, these absentee owners would use no
water for the months they did not occupy their vacation homes and not therefore pay a
monthly bill. When they occupied the home they would pay a nominal amount for the small
amount of water used, then not pay a bill for the remainder of the year. Their meters would
still be read, zero balance bills mailed, and maintenance would still be performed but no
revenue would be received.

To answer these concerns, the City Council adopted the current minimum monthly
billing amount for 0 — 3 billing units per months based upon the calculated 3 billing unit cost
of $16.48 per month. This amount is less than the monthly fixed costs referenced above
with the other customers subsidizing the remaining amount. Low volume customers having
financial difficulty were afforded the opportunity to participate in a rate reduction program.

The water rate structure has been in place unchanged since that time and no rate

increases are foreseen into the future.
Wastewater Rates: The wastewater rate schedule underwent a similar consideration when
it was originally adopted in the early 1980’s based upon both community philosophical
desires and WWTP grant requirements. The adopted rate schedule is a multi-tiered system
for residential customers with a flat rate component from 0 — 10 water billing units, which
recovered fixed costs for both the Collection System and the WWTP and a variable
component based upon usage above that amount and the constituents of the residential
wastewater stream.

One matter for consideration in this issue is that while water use is directly metered
and is therefore readily determined, discharges into the sewer system from customers are
not directly metered and it can only be estimated how much wastewater is discharged from
any given customer in any given billing period.

Water passing through the water meter is often used for irrigation and other
purposes that does not result in a sewer discharge, making it impractical to clearly
document the amount of discharge. The wastewater rate structure tries to accommodate
this difference by providing an allowance for up to 10 billing units of water used. This
allowance promises to alleviate arguments from customers as to whether their water use
of, say, 7 billing units resulted in the discharge of 1, 5, or 7 units of wastewater.
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Since its original adoption, the wastewater rates increases were implemented with two
exceptions that were based upon uniform across-the-board percentage increases. One
increase was implemented based upon the minimum monthly billing amount. The second
and most recent increase, which is going into effect for water used in the month of July,
looked more closely at the residential and commercial categories and provided a 50%
commercial and residential increase and subsequent 7.25% annual commercial increase
and 5% residential increases.

CONCLUSION: This report was prepared at Council request to provide information on
how the existing water and wastewater rate structures were derived and implemented. No
action is requested from the Council and Staff recommends the report be received and
filed.

wth:sAcity council staff reportdbouchenwater and sewer rates060908
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RESOLUTION NO. 55-07

RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF MORRO BAY ESTABLISHING USER RATES
FOR RESIDENTIAL WASTEWATER SERVICES

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, in accordance with California Government Code Section 54344, the City
Council has the authority to establish fees and charges for the City’s Wastewater System; and

WHEREAS, the community of Morro Bay seeks to upgrade the wastewater treatment
plant to tertiary treatment standards per the recommendations in the Wastewater Treatment Plant-
Facility Master Plan and to provide for a properly functioning wastewater collection system,
complying with the State Water Resources Control Board requirements and the City of Morro

Bay Sewer Collection System Master Plan; and

WHEREAS, afier review of relevant financial data, it has been determined that existing
Wastewater System rates and charges presently generate insufficient revenue for prudent
operation of the System for the adequate health, safety, and welfare of the community; and

WHEREAS, the financial analysis for the wastewater treatment plant upgrade has
provided a plan for funding of the treatment plant operations and maintenance activities into the

future; and

WHEREAS, the City Council finds that an adjustment in rates charged for these services
is necessary now to provide adequate funds to commence required activities on the wastewater
treatment plant upgrade and the collection system for systems operations, maintenance and

replacement; and

WHEREAS, a notice of the public hearing of the proposed changes to the wastewater
rates was mailed to each rate payer not less than forty-five days prior to the public hearing, in
compliance with Section 6 of Article XIII-D of the Constitution of the State of California; and

WHEREAS, a duly noticed public hearing of these proposed rate increases was held
before the City Council on November 13, 2007; and ,

WHEREAS, at the hearing on November 13, 2007, Jim Nance, Judith Brown, Marcia
Turner, John Barta, Nancy Bast, Michael Durrick, Don Rauch and Susan Mullen were present
and spoke in opposition to the proposal; and David Nelson and Lanny McKay were present and

spoke in support of the proposal; and

WHEREAS, on November 13, 2007, the City Clerk advised the Council that 267 written
protests of the proposal were received prior to the hearing; and



ATTACHMENT 3

WHEREAS, on November 13, 2007, the City Council received two written rate increase
protests that were submitted at the time of the public hearing; and

WHEREAS, after hearing public testimony and staff’s report and recommendations, the
City Council has determined that certain rates and charges for the City’s Wastewater System

should be revised and amended.

NOW, THEREFORE, the City Council of the City of Morro Bay hereby resolves as
follows: :

SECTION 1: FINDINGS. After hearing testimony, considering the evidence offered, and
duly deliberating the matters presented, the City Council of the City of Morro Bay finds and

determines that:

A. Pursuant to the authority of the Revenue Bond Law of 1941 (Government Code
Sections 54300-54700) and of Morro Bay Municipal Code Chapter 13, the City of
Morro Bay operates and maintains systems and facilities for the collection, treatment,
and disposal of sewage and wastewater; and

B. The City Council is empowered to prescribe, revise, and collect charges for the
services and facilities furnished by the City’s Wastewater System (the “System”); and

C. The proceedings related to the proposed increases in wastewater rates and charges
'have been duly noticed in compliance with the Constitution of the State of California,
Government Code Section 54354.5, and other applicable laws; and

D. The rates and charges set forth below are not discriminatory; and

E. The rates and charges set forth below are not excessive, inasmuch as revenues from
said rates and charges will not exceed the costs of providing wastewater services; and

F. The revenue generated by the rates and charges set forth below will be sufficient to
pay the current expenses of maintenance and operation of the System, to honor other
City obligations dependent upon System revenues, and to otherwise allow the City to
comply with Government Code Section 54515 and other applicable laws and

regulations.

SECTION 2: WASTEWATER SERVICE RATES AND CHARGES. Based upon these
findings, the City Council hereby determines that it is in the interests of the general welfare of
thé community to adjust rates for Residential and Non-Residential categories pursuant to the

following rate schedule:

Resolution 55-07: Wastewater Service Rates Page 2 of 4
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Single Family Residential $34.02 flat for 10 ccf + $3.04 each ccf over 10
Single Family Condos $34.02 flat for 3 ccf + $3.04 each ccf over 3
Multiple Family Residential $34.02 flat for 10 ccf + $3.04 each ccf over 10
Mobile Home Parks $3.04 per ccf ($34.02 minimum)
Commercial/Domestic Strength $3.83 per ccf ($34.02 minimum)
Commercial Laundry $3.83 per ccf ($34.02 minimum)

Condo — Common Area (with sewer) | $3.83 per ccf ($34.02 minimum)
Laundromat ' $3.04 per ccf ($34.02 minimum)

Car Wash $3.04 per ccf ($34.02 minimum)
Restaurants $8.79 per ccf ($34.02 minimum)

Bakeries $8.79 per ccf ($34.02 minimum)
Retirement Home/Hospital $6.87 per ccf ($34.02 minimum)

Motels $5.28 per ccf ($34.02 minimum)
Mortuaries $5.73 per ccf ($34.02 minimum)

Hotels with Dining $6.87 per ccf ($34.02 minimum)

Seafood Processors $8.79 per ccf ($34.02 minimum)

Water Softeners $3.04 per ccf ($34.02 minimum)

Schools $3.04 per ccf ($34.02 minimum)

Other Public Facilities $3.04 per ccf ($34.02 minimum)

City Facilities on Sewer $3.04 per ccf ($34.02 minimum)

Power Plant $391.01 flat rate — not read

SECTION 3: EFFECTIVE DATE. This Resolution is effective upon its adoption. However,
the Rate Schedule set forth above in Section 2 shall begin with wastewater billed for the month
of July 2008. Except as amended herein, all rates or charges related to the System as contained in
Resolutions 39-06 and 59-06 shall remain in full force and effect.

SECTION 4: ANNUAL INCREASES: To reduce the negative impacts of inflation and other
cost increases beyond the community’s control, a 5% increase in residential rates and a 7.25%
increase in non-residential rates shall be effective July 1* of each subsequent year.

SECTION 5: COLLECTION. The City Council hereby directs that the rates and charges
established by this Resolution shall be billed and collected together with charges for other utility

services rendered by the City of Morro Bay.

SECTION 6: ENFORCEMENT. In the enforcement of the collection of the rates and charges
established herein, the City of Morro Bay may use any available remedy at law or in equity,
provided, however, that said rates and charges shall not be collected by means of the San Luis
Obispo County Assessor’s roll of real property taxes, nor shall any delinquent rates or charges be
enforced by means of a lien on real property.

Resolution 55-07: Wastewater Service Rates Page 3 of 4
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PASSED AND ADOPTED by the Morro Bay City Council at a regular meeting thereof
held on the 13™ day of November 2007 by the following vote:

AYES: Grantham, Peirce, Peters
NOES: DeMeritt, Winholtz
ABSENT: None
ABSTAIN: None
J?(CE PETER;’ Mayor
ATTEST:
BRIDGETY BAUER, City Clerk

Resolution 55-07: Wastewater Service Rates Page 4 of 4
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RESOLUTION NO. 39-06

RESOLUTION OF THE CITY COUNCIL OF MORRO BAY
ESTABLISHING USER RATES FOR WASTEWATER SERVICES

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the community of Morro Bay seeks to pravide for a properly functioning wastewater
collection system, complying with the State Water Resources Control Board requirements and the City of Morro
Bay Coliection System Master Plan; and

WHEREAS, an upcoming financial analysis for the wastewater treatment piant upgrade will provide
a plan for funding of collection and treatrnent capital, operations and maintenance activities into the future; and

WHEREAS, the City Council finds that an adjustment in rates charged for these services is necessary
now to provide adequate funds to commence required activities in the collection system for system operations,
mainfenance and replacement.

NOW, THEREFORE, BE IT RESOLVED by the City Council, City of Morro Bay thatitis in the interests
of the general welfare of the community to adjust rates with an increase of 20%; and
BE IT FURTHER RESOLVED the foliowing monthly user rate schedule for services is adopied,

effective November 2008; and
BE IT FURTHER RESOLVED, o reduce the negative impacts of inflation and other cast increases
beyond the community’s control, a uniform 5% increase in rates shall be effective January 1% of each

subsequent year.

MONTHLY - WASTEWATER RATES

Multiple Family Residential

f$'2'0_10 flat for 10 ccf + $1.93 each ccf aver 10

Mobile Home Parks

$1.93 per ccf ($20.10 minimum)

Commercial/Domestic Strength

$2.43 per ccf ($20.10 minimum)

Commercial Laundry

$2.43 per ccf ($20.10 minimum)

Condo - Common Area (with sewer)

$2.43 per ccf ($20.10 minimum)

Laundromat $1.93 per cof ($20.10 minimum)
Car Wash $1.93 per ccf ($20.10 minimum)
Restaurants $5.58 per ¢cf ($20.10 minimum)
Bakeries $5.58 per ccf ($20.10 minimum)
Retirement Home/Hospital $4.36 per ccf ($20.10 minimum)
Motels $3.35 per ccf ($20.10 minimum)
Mortuaries $3.64 per ccf ($20.10 minimum)

Hotels with DiningRoom

$4.36 per ccf ($20.10 minimum)

Seafood Processors

$5.58 per cef ($20.10 minimum)

Water Softeners

$1.93 per ccf ($20.10 minimum)

Schools

$1.93 per ccf ($20.10 minimum)

Other Public Facilities

$1.93 per cef ($20.10 minimum)

City Facilities/on Sewer

$1.93 per ccf ($20.10 minimum)

Power Plant

$248.26 Flat rate - not read

PASSED AND ADOPTED by the Morro Bay City Council at a reguiar mesting held thereof on the 28th

day of August, 2006 by the following vote:

AYES: Baxey, DeMeritt, Peirce, Peters, Winholtz
NOES: None
ABSENT: None {
ATTEST: .

2 0+ A
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BRIDGETT E?AUER, City Clerk

g (K< 2
/.mm E PETERS, Mayor
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - AUGUST 28, 2006

B. PUBLIC HEARINGS, REPORTS & APPEARANCES

B-1 RESOLUTION NO. 39-06 ADOPTING AN INTERIM WASTEWATER RATE
INCREASE; (PUBLIC SERVICES)

Capital Projects Manager Bill Boucher stated in order to reduce the risk of untreated
wastewater spills into the community and environment now and into the future, the City
needs to increase user fees to fund identified programs. With an upcoming financial
analysis leading to more significant rate increases on the horizon for the construction and
operation of the committed Wastewater Treatment Plant upgrade, the City plans to
dovetail the remainder of the Collection system programs into this overall analysis rather
than trying to prepare a comprehensive analysis and rate structure now and revise it in a
matter of weeks. A 20% rate increase should generate an additional $300,000 in annual
revenues, enabling the commencement of activities required by the State Waste
Discharge Requirements and recommended tasks of the adopted Collection System
Master Plan. Mr. Boucher recommended the City Council conduct a public hearing on
this matter, and adopt Resolution No. 39-06 approving a 20% interim wastewater rate

increase.
Mayor Peters opened the hearing for public comment.

Joey Racano expressed opposition to the interim wastewater rate increase because the
City is not in compliance with the Clean Water Act and is operating without a waiver.

Marla Bruton stated there is grant money and bonds available through the regional full
tertiary plan that could assist the City instead of increasing wastewater rates.

Sandra Brazil stated the City should be using the $5 million that has been earmarked
through the Joint Powers Authority with Cayucos Sanitary District that was meant for

this purpose.

Jim Nance stated the City should offer a rate reduction for low-income people, and
charge the high-end users with an increase in fees.

Jeff Odell referred to a gray water program used during a drought in Morro Bay about 20
years ago, and asked if that could be instituted again.

Mayor Peters closed the public comment hearing.



ATTACHMENT 3

MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - AUGUST 28, 2006

Councilmember Winholtz stated she is not interested in increasing rates at this time, and
would like to implement an across the board fee based on the previous increase approved
by Council.

Councilmember Baxley stated the rates would need to be increased at some point in order
to implement the Sewer Master Plan. He expressed concern with implementing this
increase at the same time as placing the sales tax initiative on the November ballot.

Councilmember DeMeritt stated she does not support a retroactive fee increase. She said
the citizens should be made aware that an increase is impending.

Councilmember Peirce stated a rate increase would be required because the Wastewater
Treatment Plant is in need of upgrades.

Mayor Peters stated she supports an across the board rate increase based on Council’s
previous action but not retroactively. She said those who have not had to pay an increase
should have their rates increased.

MOTION:  Mayor Peters moved the City Council adopt Resolution No. 39-06 with
the amendment to remove the top two designations and begin a 20%
increase by September 1, 2006. The motion was seconded by
Councilmember Winholtz and carried unanimously. (5-0)

MOTION:  Mayor Peters moved the City Council direct staff to return with a
resolution to include an increase for single-family residences and single-
family residential condominium units to begin January 1, 2007 and to
include a 5% increase on a quarterly basis. The motion was seconded by
Councilmember Winholtz and carried with Councilmember DeMeritt and
Councilmember Peirce voting no. (3-2)

C. UNFINISHED BUSINESS

C-1 AUTHORIZATION FOR WASTEWATER TREATMENT ALTERNATIVES
FOR ADDED ALTERNATIVES IN THE CHORRO VALLEY; (PUBLIC
SERVICES)

MOTION:  Councilmember Peirce moved the City Council continue this item to the
September 11, 2006 City Council meeting. The motion was seconded by
Councilmember Winholtz and ¢arried unanimously. (5-0)
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Meeting Date:_August 14, 2006

Action:

Staff Report

T0: HONORABLE MAYOR AND CITY COUNCIL DATE : AUGUST 4,
2006

FROM : WILLIAM T. BOUCHER
SUBJECT: CONSIDERATION OF INTERIM WASTEWATER RATE INCREASE

RECOMMENDATION : Staff recommends the City Council conduct a public hearing on this matter and,
as result, adopt a 20% interim wastewater rate increase via the adoption of Resolution No. 39-06.

FISCAL IMPACT : A 20% rate increase should generate an additional $300,000 in annual revenues,
enabling the commencement of activities required by the State Waste Discharge Requirements and
recommended tasks of the adopted Collection System Master Plan.

The average residential customer currently pays $16.75 per month for wastewater and the
proposed 20% interim increase will raise that cost to $20.10. The increase will serve to help fund needed
new programs in the Collection system pending the results of the financial analysis for expenses related
to the upcoming improvements to the Wastewater Treatment Plant and Collection system capital
projects.

The Sewer Revenue Fund is gradually being eroded due to the increasing maintenance needs
resulting from the age of the Collection System and the preventative maintenance and operations costs
of the recently-adopted WDR’s.

A rate increase at this time of year will not capture the peak summer month of July but the
accompanying Resolution No. 39-06 is written so as to include usage starting the month of August.

SUMMARY : In order to reduce the risk of untreated wastewater spills into the community and
environment now and into the future, we need to increase user fees to fund identified programs.

With an upcoming financial analysis leading to more significant rate increases on the horizon for
the construction and operation of the committed WWTP upgrade, we plan to dovetail the remainder of
the Collection system programs into this overall analysis rather than trying to prepare a comprehensive
analysis and rate structure now and revise it in a matter of weeks.

The purpose of this report is to provide for discussion of near term revenue needs for the
Collection system and a supporting Resolution for an interim 20% “across-the-board” rate increase.

DISCUSSION : The recently-adopted Collection System Master Plan Update and State Waste
Discharge Requirements (WDR) both compel the initiation of programs for our sewer collection system,
including preparation and implementation of a sanitary sewer management plan, a spill prevention plan,
reduction in stormwater inflow and infiltration (I/l), capital improvement projects and a computerized
system for monitoring and reporting. All these programs have as their underlying intents the
commitment to providing a sewer collection system with sufficient hydraulic capacity in accord with
adopted planning policies, to maintain the system adequately to reduce risk of spills and to demonstrate

City Manager Review:
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Interim Sewer Rates
City Council,

August 10, 2006
Page 2 of 2

the adequacy of these programs to the State regulators via computerized monitoring and reporting.

Maintaining the integrity and effectiveness of the current Collection System is far more
cost/effective and conserving than designing the system and treatment plant for excessive flows.

The current wastewater rate schedule generates revenues in the total annual amount of about
$1.5 million. Adopted operational expenditures for the Collection system and Wastewater Treatment
Plant for Fiscal Year 2006/07, not including any capital projects or Master Plan or WDR programs, total
more than $1.6 million.

Revenues from the existing rate structure are not quite adequate to meet the current financial
obligations and will fall further short of those needed to fund the existing operations of the Collection
system and WWTP plus the added requirements of the WDR and Master Plan. The WDR portion of
these requirements alone is estimated to cost customers an average of an additional $20 per month.
With more than 5,400 customers, this translates to about $1.3 million in supplementary revenue needed
to meet these costs.

At the same time we are seeing these substantially increased costs for the Collection system, we
are also committing to a community upgrade of the WWTP that is estimated have a construction cost of
about $20 million. A loan repayment for this amount would cost about $1.1 million per year, plus
increased operational expenses that would result as well.

One of the pre-construction requirements of the WWTP upgrade is to perform a financial
analysis/rate study and to implement a financial program adequate to meet the demands of capital
projects, operations and maintenance of the infrastructure. The current WWTP upgrade schedule has
the consultant selection process for this analysis commencing August 1, 2006 with an estimated cost of
$85,000 (including the cost share for the Cayucos Sanitary District).

With costs anticipated to continue to rise due to inflation and other causes into the indefinite
future, we have included a 5% annual adjustment for sewer rates in the attached Resolution No. 39-06,
pending the results of the upcoming financial analysis.

CONCLUSION: While the Collection System will need to participate in this analysis and rates will
need to be raised as result, it is critical that we implement an interim rate increase now so that we can
commence the new mandated activities before the reporting requirements start this November and then
winter rains hit. There are many tasks that need to be completed before these programs can begin,
including those included in consideration of reorganization options: preparation and approval of job
descriptions and salary ranges, budgetary adjustments, employee recruitment, training and equipment
acquisition. This rate increase will allow us to commence those activities.

wtb:c:\bill\collections\cc-rates081406

attach.

RESOLUTION NO. 39-06
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - OCTOBER 14, 2002

B-2 CONSIDERATION OF WATER MANAGEMENT PLAN STATUS REPORT;
(PUBLIC SERVICES)

Capital Projects Manager Bill Boucher stated the Water Management Plan (WMP),
adopted in 1994 and placed into effect upon Coastal Commission certification in 1995,
established a blue print for water resources now and into the future. As a requirement of
the WMP, the City is to periodically re-assess the condition of the community’s potable
water resources and submit a report to the Executive Director of the Coastal Commission.
A Water Management Plan Status Report endorsed by subcommittees formed by the
Planning Commission and Public Works Advisory Board, has come to the conclusion
that the existing WMP remains valid and successful continuation of the programs will
allow for adequate sustainable water supplies for the community at General Plan build-
out. Mr. Boucher along with the Planning Commissioners and Public Works Advisory
Board Members recommend the City Council approve the Water Management Plan
Status Report, and direct staff to forward it to the Coastal Commission.

Mayor Anderson opened the hearing for public comment.

Bill Woodson, Chairman of Public Works Advisory Board, addressed the effectiveness of
the sub-committees who reviewed the Water Management Plan Status Report. He said there
are many opportunities for the City to benefit from water reclamation.

Betty Winholtz asked at what point would the City stop purchasing State Water.

Don Boatman stated water reclamation is beneficial because it saves water and is a good
resource.

John Barta stated the review of the Water Management Plan by the sub-committee was a
very useful and productive process. He said for policy purposes the water reclamation
program is valuable; however, for operational, cost and practicality purposes, water
reclamation is more difficult to implement.

Mayor Anderson closed the public comment hearing.

MOTION:  Councilmember Elliott moved the City Council approve the Water
Management Plan Status Report, and direct staff to forward it to the
Coastal Commission. The motion was seconded by Councilmember
Peirce and carried unanimously. (5-0)
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - JUNE 22, 1998

Mayor Novak opened the hearing for public comment; there were no comments and the
public hearing was closed.

Council consensus was in support of this grant program application.

MOTION:  Councilmember Peirce moved the City Council adopt Resolution No. 57-98
approving the application for grant funds for the Coastal Resources Grant
Program under Section 35030/35031 of the Public Resources Code for the
reconstruction of the City dock located at 1250 Embarcadero. The motion
was seconded by Councilmember Elliott and carried unanimously. (5-0)

B-5 RESOLUTION NO. 64-98 ESTABLISHING USER RATES FOR
WASTEWATER SERVICES; (BOUCHER)

Public Works Director Bill Boucher reviewed the proposed rate increase of 15% for the
first year, and 10% for two successive years and 5% in the fourth year, He said the
proposed increase will both serve the operational requirements of the Wastewater
Collection and Wastewater Treatment Divisions, and also provide a means through which
the current and past loans from the Wastewater Capital Improvement Fund can be repaid.
Mr. Boucher stated staff and the Public Works Advisory Board recommend the City
Council accept the Wastewater Revenue Study and increase wastewater rates through the
adoption of Resolution No. 64-98.

Mayor Novak opened the hearing for public comment.
Harry Rogers stated it is easy to analyze the necessity of this rate increase.
John Barta stated the community needs to share in costs to save for tomorrow.

Jim Wood questioned the proposed rates for different commercial businesses (seafood
processors will pay more than most other businesses).

Neil Farrell reminisced a story he wrote in 1992 regarding a house flooded with sewage.
Mayor Novak closed the public comment hearing.
The consensus of Council was in approval of the proposed wastewater rate increases;

however, with the amendment to maintain the single family residential and multi-family
residential surcharge at 10 ccf.

12
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - JUNE 22, 1998

MOTION:  Councilmember Peirce moved the City Council adopt Resolution No. 64-98
establishing user rates for wastewater services, with an amendment to
maintain the single family residential and multi-family residential surcharge
at 10 ccf. The motion was seconded by Councilmember Elliott and carried
unanimously. (5-0)

B-6 REVIEW OF CODE ENFORCEMENT ACTION AT 430 PACIFIC STREET;
(HUNT)

City Attorney Rob Schultz reviewed the abatement procedures for 430 Pacific Street.
This was an informational item and no action by the City Council was necessary.

The City Council received the report and no further action was taken.

C. UNFINISHED BUSINESS

C-1 RESOLUTION NO. 60-98 ADOPTING FISCAL YEAR 1998/99 BUDGETS;
(KOSER)

Finance Director Jim Koser presented the Fiscal Year 1998/99 Budgets as previously
reviewed by the City Council and recommended adoption by approval of Resolution No.
60-98.

MOTION:  Councilmember Peters moved the City Council adopt Resolution No. 60-98
approving the Operating and Capital Improvement Budgets and making
Appropriations for Fiscal Year 1998/99. The motion was seconded by
Councilmember Peirce and carried unanimously. (5-0)

C-2 RESOLUTION NO. 54-98 ESTABLISHING THREE-HOUR PARKING TIME
LIMIT ON THE FOUR MID-EMBARCADERO WEST SIDE STREET ENDS
AND CITY-LEASED PARKING LOT NEXT TO THE SHELL SHOP; AND
ORDINANCE NO. 469 REVISING SECTION 10.36.120 (CURB MARKINGS)
AND SECTION 10.36.170 (FOR A LIMITED TIME) OF THE MORRO BAY
MUNICIPAL CODE - SECOND READING/ADOPTION; (BOUCHER)

Public Works Director Bill Boucher recommended approval of the second reading and
adoption of Ordinance No. 469 revising Section 10.36.120 (Curb Markings) and Section
10.36.170 (For a Limited Time) of the Morro Bay Municipal Code, and adoption of
Resolution No. 54-98 establishing Three-Hour Parking Time Limit on the Four Mid-
Embarcadero West Side Street Ends and City-Leased Parking Lot next to the Shell Shop.

13
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Morro Bay
DEPARTMENT of PUBLIC WORKS
MEMORANDUM
to: Honorable Mayor and City Council
from : Director of Public Works
date : June 23, 1998
subject: Statewide \Wastewater Rate Survey

| don't like to compare our rates to other communities during consideration of our needs. Now
that you adopted my recommended structure last night perhaps you would like to know where our
rates are now compared to other similar communities.

The State Water Resources Control Board (SWRCB) does biannual statewide rate surveys.
The latest edition is dated April 1997 (FY 1996-97 data). Current charges may now be higher for some
agencies. The survey is based upon specific criteria to compare “apples to apples.” | should note that
for the purposes of this survey, we reported a service population of 10,000 although our actual
population is slightly less. The rate comparison for comparable communities is as follows( all rates are
monthly for single family dwellings):

CITY OF MORRO BAY: $10.44 per month

Low High Average Median
Statewide (755 reporting); $2.71 $75.00 $18.11 $15.84
By population:
All 1,000 to 9,999 $4.90 $75.00 $18.11 $15.84
All 10,000 to 49,999 $6.00 $42.50 $16.28 $15.00
Grant Funded WWTP
1,000 to 9,999 $4.90 $58.40 $17.88 $16.50
10,000 to 49,999 $6.00 $42.50 $16.34 $15.00
Flow, BOD, SS based rate
1,000 to 9,999 $5.00 $75.00 $18.03 $15.03
10,000 to 49,000 $6.00 $41.83 $16.30 $15.00
By Treatment Level (Advanced Primary):
All $4.90 $38.75 $16.17 $15.00
Grant $4.90 $38.75 $16.58 $15.00
Flow, BOD, SS based rate  $7.50 $38.75 $16.49 $14.50
By County:
All SLO County $6.00 $33.50 $16.67 $15.00

Of the 23 agencies in our County reporting, with our $10.44 per month charge, there are four
places of lower costs (Avila, Oceano, CSA 7A and South County San.) and the remaining 18 are
higher than us. Oceano provides and charges for collection system only with treatment by So. County
San. (I presume Oceano folks get two bills, one for collection, one for treatment). CSA 7A is north of

Lake Nacimiento.

As the survey shows, even after the last of the four programmed increases, our monthly charge
of $13.27 in FY 2001-02 will still be lower than the average and median for others in FY 1996-97. I'd
guess one or more other communities might have an increase between now and then.

| hope this provides at least some usable information. Call me if you have any ?’s.

b
cc: City Manager
Finance Director
wtb:f\bill\ccouncilwwrate98
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - DECEMBER 8, 1997

B-3 REQUEST FOR POLICY DIRECTION ON SPECIAL WATER RATES;
(BOUCHER)

Public Works Director Bill Boucher stated the City’s Water Fund’s financial status is
reaching the point where existing and proposed special consideration of particular types
of users may lead to the need for a community-wide rate increase to compensate for lost
revenue. He noted if the current and proposed special rate consideration continues, the
reductions in annual revenue will likely entail mitigation through a community-wide
increase. If the special consideration is discontinued, future rate increases can be
deferred, barring subsequent additional revenue reductions. Mr. Boucher stated the
current special water rate for the one health care facility reduces Water Fund revenues by
approximately $32,500 per fiscal year. He recommended the City Council determine that
special water rates are contrary to the general well-being of the community by adoption
of Resolution No. 86-97 modifying the Master Fee Schedule for existing reduced water
rates for Licensed Health Care Facilities to be the same as the prevailing community
rates.

Mayor Novak opened the hearing for public comment.

John Barta addressed supply and demand. He stated he supports the resolution; however,
there is not a shortage of water now or in the future. Mr. Barta made the following
suggestions: 1) retrofit should be ceased with the adoption of the City’s water report by
the Coastal Commission; 2) an increase in revenues should be implemented by requesting
vacant lot owners to purchase a water meter for their lot; and 3) the school district should
obtain 1” water lines instead of 3” lines.

Mary Phillips stated the cost of living at SeaShell Communities is extremely high and
should be able to afford their water. She also noted State Water is allowing her to quit
her reverse osmosis system which also saves money.

Harry Rogers stated the City should be run shrewdly, and special water rates should not
be allowed.

Mayor Novak closed the public comment hearing.

Council consensus was 1o not allow special water rates.

MOTION:  Counciimember Elliott moved the City Council approve Resolution No.
86-97 which determines that special water rates are contrary to the general
well-being of the community.  The motion was seconded by

Councilmember Peirce and carried unanimously. (5-0)

Mayor Novak called for a break at 9:28 p.m.; the meeting resumed at 9:37 p.m.
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STAFF REPORT

FROM: DEPARTMENT OF PUBLIC WORKS
DATE: DECEMBER 1, 1997
SUBJECT: POLICY DIRECTION: SPECIAL WATER RATES

RECOMMENDATION
Staff recommends the City Council consider this matter, determine that special water rates

are contrary to the general well-being of the community and approve Resolution No. 86-97
modifying the Master Fee Schedule for existing reduced water rates for Licensed Health Care
Facilities to be the same as the prevailing community rates.

FISCAL IMPACT
" The current special water rate for the one health care facility reduces Water Fund revenues

by approximately $32,500 per fiscal year.

SUMMARY

The Water Fund’s financial status is reaching the point whereat existing and proposed
special consideration of particular types of users may lead to the need for a community-wide rate
increase to compensate for lost revenue.

The purpose of this report is to discuss the matter and it’s financial impacts to the
community. If the current and proposed special rate consideration continues, the reductions in
annual revenue will likely entail mitigation through a community-wide rate increase. If the special
consideration is discontinued, future rate increases can be deferred, barring subsequent additional
revenue reductions.

Discontinuation of special water rates is recommended through adoption of Resolution
No. 86-97. Ordinance No. 440 requires such a discontinuation be done through a modification of
the Master Fee Schedule.
—Z

Department Direct, L
City Administrator

wib:fibil\water\ratesispclrt1
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BACKGROUND

The community’s water rate structure is a version of an “inverted block rate”. This
structure provides for philosophical encouragement of conservation through a progressively
increasing unit cost for water. With the two-phased water rate increases in FY ‘94 and ‘95, both
being of uniform percentages, all customers have seen an 85% increase in their monthly costs. A
five billing unit (average single family dwelling) customer’s monthly cost went from $14.91 in
1993 to $27.58 and a one thousand billing unit user went from $6,361.77 to $11,766.12. While
the percentage increase is the same for these selected usages the increased dollar amount, by
virtue of the rate structure, is significantly more for the higher volume customer.

During the public hearings on water rates in both 1994 and 1995 the City Council and the
public strongly endorsed retaining the inverted block rate structure rather than implementing some
other manner of billing, such as a “flat rate”. Perhaps it is germane to provide an illustration of
how a flat rate structure could vary in monthly costs for a cross-section of usages with equivalent
annual revenues:

Usage Inverted Block Rate Flat Rate Difference

5 units $ 2758 $ 33.75 +3 6.17 (22.4%)
10 units 55.98 67.50 + 11.52(20.6%)
20 units 115.04 135.00 +  19.96 (17.4%)
50 units 327.37 337.50 +  10.13( 3.1%)
58 units 381.09 391.50 + 0.41( 0.1%)
59 units 399.20 398.25 - 0.95 ( 0.2%)
100 units 755.68 675.00 - 80.68(10.7%)
500 units 5,217.36 3,375.00 - 1,842.36 (35.3%)
1,000 units  11,766.08 6,750.00 - 5,016.08 (42.6%)

As clearly shows, a flat rate structure provides significant cost reductions for high volume
users compared to the inverted block rate, compensated through increases for low volume users
with the “break even” usage being in the 58-59 billing unit per month range.

Proponents of the flat rate structure argued that the inverted block rate ignores the fact
that it costs no higher unit cost to deliver each increased incremental billing unit of water. For
example, delivering a sixth billing unit costs no more than each of the first five.

The flat rate structure was rejected after due consideration in both 1994 and 1995. At the
1995 public hearings on the matter, staff was directed to develop and implement an increased
inverted block rate structure with a minimum monthly charge for users of 0-2 billing units per
month at the cost for three billing units ($16.43), a 20% rate discount for customers in legitimate
financial need and reduced rates for Licensed Health Care Facilities.

s 4
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In the more than two years since the implementation of these programs, both the revenues
and expenditures of the Water Fund have been above those previously predicted. The 1995 rate
recommendation was based upon the following predicted revenues and expenditures, compared to
unaudited “actuals” seen for FY 96-97:

Item Predicted FY 96-97 Actual FY 96-97
Expenditures Expenditures

Operations $ 794,000 $1,088,699.75
Reserve Fund 50,000 0
Contingency Fund 100,000 0
Desal Debt Service 541,332 541,331.74
SWP Excess Allocation 60,000 0
SWP Capital & Operations 1,528,668 1,922,357.36
Capital Projects 407,000 229.400.00

Total $3,481,000 $3,781,788.85
Total Revenue $3,481,000 $3,724,379.91
Unaudited Balance 0 ($ 57,408.94) 1.2%

NOTE: FY 96-97 audit showed a Water Operating Fund deficit of $49,498.

The State Water Project (SWP) expenditure increase can be primarily attributed to the
requirement to pre-pay FY 97-98 operations costs for CCWA in the amount of $305,449. This
was the first year for which the full costs for operations was charged and the cost for this was
contemplated for subsequent years ($321,000 per subsequent year). The increases seen in the
Operations category are attributable to significant Water Fund expenditures for water and for
costs allocated to the General Fund. As the comparison shows, we have not allocated any monies
for either Reserves nor Contingencies and proposed a significant reduction to Capital Projects in
order to minimize the imbalance of the Fund.

In summary, the current rate structure generated about 1% less than needed to fulfill the
level of Water Fund expenditures for fiscal year 96-97. Savings in expenditures for the Kings
Tank Capital Improvement Project, and the re-allocation of these funds back to the Water Fund,
allows for an overall Fund balance. This is a one time occurrence, not anticipated on an annual
basis.

If we work within the scenario that a rate increase is only to be the last option pursued as
mitigation, few options exist. Since expenditures cannot be feasibly reduced to below the current
level, an augmentation of revenue is needed.

One option is to increase development impact fees above the current level of $364.23 pef
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water equivalency. For fiscal year 1996-97, a total of $34,146.45 was received. This option may
generate sufficient annual funds to offset the reductions but in any given year the rate of new
building may be such that no or little impact fees are received. As illustration, the total fees
collected in fiscal year 95-96 were $12,707.12. In addition, funds received from development
impact fees can only be used for capital expenditures, not for annual operations and maintenance
activities. While revenue from increased impact fees would go far to accelerate the schedule for
capital improvement projects, it is difficult to recommend that annual revenue from impact fees be
depended upon to mitigate on-going revenue shortfalls.

Another option is to eliminate water rate discounts to special users.

DISCUSSION

Special water rates have been discussed for a number of types of high volume users,
including seafood processing, laundromats, health care facilities and schools to offset their
increased water costs. With approval of findings for the establishment of special rates for health
care facilities in 1994, other users found themselves in the position through which to assert that
they also provide unique and essential services to the community and should therefore be granted
special financial consideration. The School District is the first of these additional users to seek

access to such a special consideration.

With proliferation of the policy that special water rates are appropriate for users which
provide unique and valuable services to the community, annual revenues of the Water Fund have
experienced reductions, which can be expected to continue. As discussed above, the Water Fund
cannot continue to absorb such reductions in annual revenues without compensating with a
community-wide rate increase as mitigation.

One customer within the community, Sea Shell Community/Pacific Care Center, is currently
receiving discounted water costs through a special and reduced rate structure approved in 1994 via
Resolution No. 73-94. For the period of January, 1995 through October, 1997, this customer (a for-
profit commercial facility) has benefited from a reduction in their water costs by more than $100,000,
representing an overall total discount of almost 28%. This benefit is in addition to the more than
$34,000 (more than 44%) in savings this customer has received over the same period from a
previously approved alteration to their sewer rate. Together these discounts for the two City utilities
amount to a total of 30.5% of the total potential revenue from the facility.

The percentage of savings for this customer considerably exceed that which the City affords
to those customers eligible under the low-income 20% discount lifeline program. For fiscal year 1996-
97, the one customer received a water discount in the amount of $32,460.00. This amount constituted
more than 56% of the year’s total unaudited Water Fund operational revenue shortfall, and almost

66% of the audited shortfall..
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The special rate for health care facilities was based upon findings that this type of facility
provides unique and essential services to the communrity. The consideration was approved after
impassioned testimony from the facility’s manager that portions of the increased costs for water could
not fully be passed on to MediCare/MediCal patients in the form of care cost increases and would
result in decreased level of care for the elderly.

In a County-wide survey of water agencies, it was found that no other agency provides special
water rates to any type of user, including 21 licensed health care facilities located in the survey area.
One agency provides a lifeline discount for economically needy customers, akin to the City’s
program. :

The Water Fund does not appear to be able to continue absorbing the loss of revenue that the
special rate gives this one business enterprise. As this business is not the only customer capable of
demonstrating itself as providing a unique and valuable service to the community, other customers
can be expected to follow suit and seek to acquire discounted rates.

The San Luis Coastal Unified School District is now seeking to reduce it’s annual water costs.
The District, having six separate meters for it’s three schools, is the single largest customer of the
Water Fund. In the past, discussions have been held on means through which the District can reduce
it’s costs that have now lead it to propose to cease to be a customer of the City but rather to import
it’s own source of water and “wheel” it through the City system. This proposal could reduce the
District’s costs by about $100,000 per year, with a commensurate reduction in Water Fund revenue.

This Department is currently performing an analysis of various options in the effort to
determine whether there is some means through which a “win-win” solution can be reached that will
both provide a cost reduction to the District in an amount and time frame acceptable to them but also
not result in the need for an immediate community-wide rate increase as financial mitigation. At this
point it is unknown as to whether this can be achieved but is appears clear that virtually any additional
short-term revenue reduction cannot be absorbed.

SUMMARY

To provide financial mitigation for high volume users, a flat rate structure or special water
rates have been considered. The flat rate structure was rejected. Implementation of a special rate for
one particular user category was approved in 1994. With the financial ramifications of the current
financial status of the Water Fund, it is now recommended to modify the existing special rate
structure for health care facilities to the prevailing community rate via the adoption of Resolution No.
86-97. This elimination is necessary to reduce the need to implement 'a community-wide rate increase
in the immediate future. If the School District proposal is approved, by whatever means, a rate
increase may result if the loss of revenue cannot be fully offset.
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RESOLUTION NO. 86-97

RESOLUTION MODIFYING SPECIAL WATER RATES FOR
LICENSED HEALTH CARE FACILITIES

the City Council,
City of Morro Bay, California

WHEREAS, in 1994 via Resolution No. 73-94 reduced water rates were established for
Licensed Health Care Facilities; and

WHEREAS, necessary annual expenditures of the Water Fund are such that the reduced
revenue from continuation of such a rate would necessitate mitigation by means of a community-wide
rate increase; and

WHEREAS, it is determined to be contrary to the public well-being to retain special
consideration for one business category at the expense of a community-wide water rate increase; and

WHEREAS, Ordinance No. 440 requires the City Council to establish rates in the Master Fee
Schedule for charges for water service to licensed health care facilities; and

WHEREAS, it is necessary and appropriate to modify said charges to be equal to the
prevailing community-wide rates.

NOW, THEREFORE, BE IT RESOLVED, by the City Council, City of Morro Bay that the
Master Fee Schedule is hereby revised to reflect that water rates for licensed health care facilities are
the same as the prevailing community rate structure for water consumed effective the next regular

period subsequent to this adoption.

PASSED AND ADOPTED by the City Council at a regular meeting thereof held on the 8th
day of December, 1997 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

ATTEST: CATHY NOVAK, Mayor

BRIDGETT BAUER, City Clerk




ATTACHMENT 3

MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING - OCTOBER 28, 1996
PAGE 5

Warren Dorn presented an American flag, made in Pasadena, to the
City.

DECLARATION OF FUTURE AGENDA ITEMS - None.
A. CONSENT CALENDAR

Unless an item is pulled for separate action by the City Council,
the following actions are approved without discussion.

A-1 MINUTES FOR THE REGULAR CITY COUNCIL MEETING OF OCTOBER 14,
1996

Mr. Howell recommended Council approve the minutes as submitted.
A-2 STATEMENT OF CASH AND INVESTMENTS - SEPTEMBER 1996

Mr. Howell recommended Council receive the report for
information.

A-3 EXPENDITURE REPORT - SEPTEMBER 1996
Mr. Howell recommended Council approve the report as submitted.

A-4 RESOLUTION NO. 76-96 APPROVING APPLICATION FOR ENVIRONMENTAL
ENHANCEMENT GRANT FOR QUINTANA ROAD BIKE LANES AND HABITAT
RESTORATION

Mr. Howell recommended Council approve Resolution No. 76-96 and
authorize the Mayor to sign the application.

A-5 RESOLUTION NO. 77-96 APPROVING ASSIGNMENT OF LEASE SITE
129W-133W FROM MILT GUGGIA ENTERPRISES TO MING DYNASTY INC.

Mr. Howell recommended Council pull this item from the agenda.

MOTION: Councilmember Unger moved the City Council approve the
Consent Calendar with the exception of Item A-5. The
motion was seconded by Councilmember Novak and
unanimously carried. (5-0)

B. UNFINISHED BUSINESS
B-1 REPORT ON WATER RATES AND FUTURE CQOSTS

Public Works Director Bill Boucher presented a report requested
by Council regarding the City's watexr rate structure which
included components and current financial status, and potential
future cost components not included in revenue/expenditure
consideration.
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Councilmember Unger referred to Page 2, asking about the expense
of running the desal facility.

Mr. Boucher responded the plant cost more than $1,000 per acre
foot in 1995, not counting debt service.

Councilmember Anderson asked if there are any indications the
City is not paying enough at this time to cover State Watexr
costs.

Mr. Boucher responded there could be an accumulation of factors
over time, such as increased State Water debt service, loss of
the school district, or Proposition 204. He noted he does not
contemplate a rate increase of extreme magnitude.

Councilmember Crotzer stated he does not believe people know the
City is trying to double the amount of available State Water at
this time. He expressed concern about infrastructure collapse
because of artificially low water rates. Councilmembexr Crotzer
asked if there is a capital financing and prudent reserves plan
in place.

Finance Director Jim Koser responded the current rate structure
provides no funds for capital projects or reserves, except as
listed in the report.

Councilmember Crotzer stated the State Water Project has
historically been unable to meet deliveries, and the City is
trying to double its allotment from 1,313 to 2,626 acre feet
which will increase the City's obligation to pay for future
improvements or catastrophic repairs.

Councilmember Unger stated the City has been paying for the State
Water Project since incorporation in 1964. She pointed out the
citizens of Morro Bay voted for S8tate Water, and she has been
telling people rates lock level at this time.

Councilmember Crotzer stated passage of Proposition 204 could
impact water costs. He noted he has informed people all along
the cost of State Water would not be less than $500 per acre
foot.

Mayor Yates stated rates have been increased twice in the 1last
four years, and obligations are being met. He said he believes
future increases will not amount to more than 1% or 2%, although
there is no crystal ball to predict the future.

Councilmember Anderson stated he requested this report because he
is concerned rates do not cover costs. He said he wants to know
what the rate increase would cover in order to determine what
other measures would be necessary. Councilmember Anderson stated
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money will be available for capital projects when the desal plant
is paid for.

No further action was taken on this item.

Mayor Yates called for a break at 7:36 p.m.; the meeting resumed
at 8:05 p.m.

C. NEW BUSINESS
STATUS REPORT ON NATURAL HISTORY MUSEUM RENOVATION PROJECT
This report was presented during the Public Comment Period.

D. PUBLIC HEARINGS, REPORTS & APPEARANCES

D-1 CONSIDERATION OF APPEAL OF PLANNING COMMISSION CONDITIONS
FOR APPROVAL OF CONDITIONAL USE PERMIT 10-96; (PRICE:
APPLICANT/APPELLANT; 2040 IRONWOOD AVENUE: LOCATION)

Acting Planning Director Shauna Nauman reviewed the conditions
for approval of Conditional Use Permit 10-96 which the Planning
Commission approved at their September 16, 1996 meeting. The
appellant, Geraldine Price, is appealing the requirements for a
drainage way and paved driveway stating these are unnecessary
burdens which serve no beneficial purpose. Ms. Nauman recommended
the City Council deny the appeal and uphold the Planning
Commission's conditions of approval, and direct staff in regards
to the refund of the appeal fee.

Mayor Yates opened the hearing for public comment.

Geraldine Price, appellant, requested the City Council remove the
conditions of approval for drainage and parking requirements.
She noted flooding has not been a problem on her property, except
for the floods of 1995. Mrs. Price stated the addition of one
room and one spout to the apartment will not create a change in
water flow. She asked for less costly alternatives of surfacing
the driveway stating the code allows gravel driveways. Mrs.
Price also noted there is plenty of parking space on the
property. She said her tenant would like to continue to park by
his house to protect his car against neighborhood car burglaries.
Mrs. Price also requested Council consider the refund of her
appeal fee.

Thad Baxley requested the City Council deny Conditional Use
Permit 10-95, ag a laundry rocom has been made into a studio
apartment in violation of the building code. He said increased
traffic has increased the amount of water zrun-off on his
property. Mr. Baxley stated he asked Mrs. Price to install
additional drainage, and he was told it was his problem as he
lived down the hill from her. He asked the Planning Commission
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CITY OF MORRO BAY

L—. STAFF REPORT

TO: HONORABLE MAYOR AND CITY COUNCIL

FROM: DEPARTMENT OF PUBLIC WORKS AND FINANCE DEPARTMENT
DATE: OCTOBER 28, 1996

SUBJECT: REPORT ON WATER RATES AND FUTURE COSTS
RECOMMENDATION

Staff recommends the City Council receive and file this report.

FISCAL IMPACT

None identified.
. SUMMARY

Considerable discussion has been held regarding the current water rates structure’s ability
to accommodate current and future expenditures. At the October 14 City Council meeting the
two Departments were directed to prepare a report discussing the matter.

The report is divided into two sections: discussion of Water Rate Structure, including
components and current financial status, by the Finance Department and discussion of “what ifs”

of Potential Future Cost Components Not Included in Revenue/Expenditure Consideration by the
Public Works Department.

In summary, the current rate structure, while not able to withstand unanticipated
reductions in revenues nor unforeseen expenditures, is capable of meeting current and
programmed future expenditures. In other words, the Fund has been, and remains, pay as you go
to the greatest extent. -

ﬁ» i
Department Director [
. City Administrator  \
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BACKGROUND

The community has seen two water rate increases, totaling a compounded increase of
almost 85%, since June, 1994. These increases were implemented in a two-phased approach; a
35% increase in June, 1994, via Resolution No. 56-94, to meet the minimum revenue requirement
of the then-applicable State Water Project (SWP) debt service (pending the results of Measure J)
and a 37% increase in May, 1995, via Resolution No. 57-95, to provide for long-term SWP debt
service payment and related capital improvements. A portion, albeit small, of the second increase
was to mitigate the approved special water rate structure for health care facilities.

Since these water rate increases, discussion and debate has occurred regarding the
adequacy of the revenues derived from the rate structure for future needs. Staff has presented
reports regarding programmed future capital improvements a number of times but discussion
continues relating to significant water rate increases in the near future. At the October 14, 1996
City Council meeting, staff was directed to provide a report on this subject. Projects such as the
Kings Avenue Water Tank, current SWP and desalination debt service, SWP reliability insurance
and similar tasks have been discussed in the past and are not included in this report.

The attached sub-report by the Finance Department discusses the current financial status
of the Water Fund and related matters. The Public Works Department has prepared the attached
analysis of “what ifs”, that is, the potential financial impacts of various un-programmed projects
and revenue reductions.

It should be noted that despite efforts to the contrary, there is no reliable means through
which to accurately predict what costs will be long into the future.

The annualized costs for the SWP debt service have increased for the current fiscal year
(3$115,215), per the Finance Department’s sub-report. Certain other unanticipated costs,
particularly tasks required by the SWRCB as conditions of the groundwater appropriative rights
permits and full impiementation of the Cost Allocation Plan, have also occurred. These increases
have been offset through deferring expenditures for other capital improvements into subsequent
years without impacting the current water rates. Refinancing of the SWP revenue bonds, currently
proposed, can provide significant offset to the recent SWP debt service increases (about $75,000)
but also increases the length of time over which debt service repayment occurs.

The current rate structure does not provide for significant accumulation of capital reserves
(380,000 this year). Without such accumulation, the Fund serves on a cash needs approach.
Unless additional and significant unanticipated expenditures and/or revenue reductions arise,
individually or cumulatively, the Fund can meet the current and programmed needs. Once the
Desalination Facility debt service ($541,332 per year) is retired it is anticipated that the Fund wiil
be capable of reserve fund accumulation.

The following sub-reports provide additional information.
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FINANCE DEPARTMENT SUB-REPORT FOR OCTOBER 28, 1996

CITY COUNCIL MEETING
TO: HONORABLE MAYOR AND CITY COUNCIL
FROM: FINANCE DIRECTOR

DATE: October 28, 1996

SUBJECT: WATER RATE STRUCTURE

RECOMMENDATION

This report is provided for informational purposes only. Staff recommends that the City Council
accept this report.

FISCAL IMPACT

None.
BACKGROUND

At the regular meeting of October 14, 1996, the City Council directed that the Public Works Director
and the Finance Director prepare reports on water rates and possible future increases in water rates.
The Public Works Director’s report addresses many of the operational issues and capital project plans
for the future. This report is intended to provide background on the rate setting process and the
financial implications of different scenarios.

DISCUSSION

Background Financial Information

This analysis begins by looking at the most recent audited financial statements for the City of Morro
Bay. On June 30, 1995, the audit shows we had three water related funds; the Water Operating Fund
is the fund used to account for all operating revenues and expenses, including debt service and
interfund transfers; the Water Maintenance (System) Fund is an inactive fund, with no activity in the
audited year; the Water Capital Improvement Fund is used to accumulate capital for future capital
project needs, in the audited year and in FY 1995-96 it was also used to fund debt service. At June
30,1995, the audited financial statements included the following fund balances:
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Water Operating Fund $152,208
Water Maintenance Fund $ 7,325
Water Capital Imp Fund $333,470
Total Fund Balance All Funds $493,003

The Fiscal Year 1995-96 audit is well underway and audited financial statements should be available
within a couple of months. Based upon the unaudited results of operations for Fiscal Year 1995-96,
we would expect to see the following fund balances at June 30, 1996:

Water Operating Fund $(76,753)**
Water System Fund $ 7,325
Water Capital Imp Fund $650,000

Total Est. Fund Bal. All Funds $580,572

** The negative fund balance resulted from transferring all budgeted capital project contributions to
the Capital Improvement Fund.

Thus, at the start of the current fiscal year, FY 1996-97, the Water Funds have no resources that are
not committed to current work-in-progress. The Fiscal Year 1996-97 Water Operating fund budget
is balanced and includes an $80,000 transfer to reserves. Unless unexpected events arise, the Water
Operating Fund should be able to restore the deficit and achieve an ending fund balance of $0.

Components of the Rate Structure

Obviously, with no reserves available to subsidize water rates. The City needs to raise enough
revenue to cover its current obligations. Current obligations are those shown in the budget for the
Water Revenue Fund. They include the salaries and benefits of six (6) employees charged directly to
the fund, operating and maintenance supplies, utilities, professional services, insurance,
communications and various other services make up the direct operating expenses. Indirect operating
expenses include capital to fund current year projects, not otherwise funded, the costs of support
services provided by employees not charged directly to the fund, and a transfer for capital
accumulation for future projects. The final component of the current operating budget is the amounts
provided for debt service on State Water and the De-Sal plant. The total FY 1996-97 Operating
Budget is $3,448,328.

The components of FY 1996-97 Water Revenue Fund revenues: are water rates, connection fees,
penalties and late charges and interest on idle funds. Projected revenues are $3,474,181. For these
revenues 97.27% come from water rates. Our rate setting approach is known as the “Cash Needs

S ATER\WTRSTRCT. OC:KOSER
Octabur 22, 1994
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Approach”, and that is descriptive of how we have operated in recent years.

Effect on Future Water Rates

Since water rates are set to cover current costs, and little else. We can avoid future water rate
increases only to the extent that we can control those costs. The largest component of our cost is debt
service which currently represents 62.93% of the total budget. Of the debt service component, the
portion for servicing the De-Sal Plant will remain constant at $541,332 through FY 2002-03. The
portion for servicing State Water is actually paid through San Luis Obispo County Flood Control
District. The county recently provided us with their projects through FY 97-98 and the project
increase from FY 1996-97 is $115,215. This amount would not necessarily require a rate increase
but would require other budgetary reductions, such as reducing transfers for capital projects.

Another factor affecting water rates that has not been mentioned thus far is an increase in metered
flows. This can occur because of general consumption increases as customers acclimate to the current
rates, or due to an increase in the number of customers. Projections for the next couple of years
include a modest increase in the number of customers, which will result in increased revenues from
existing rates.

Philosophical Issues and Ultimate Control of Rates

There is a most significant aspect of the water rate setting process that has less to do with numbers
and more to do with philosophical issues. Issues in this arena include but are not limited to the effect
of rates on water conservation; the question of who benefits from the provision of state water and
concomitant improvements, is it current customers or future customers who benefit most?; should
rates be structured to favor residential users over business users?; should there flat charges, such as
meter charges, and then slightly lower rates based on consumption?; should out-of-town users pay
a larger share? Questions such as these can dramatically effect rates and how they are answered is to
a large degree out of the control of staff. To that extent, any projections of future rate changes is
subject to qualification.

CONCLUSION

Based upon the known financial information, no rate increase above those set in July, 1995, will be
needed for the current fiscal year. For next fiscal year, the increased cost due to inflation and higher
debt service can be absorbed by the existing rate structure if other costs are reduced. The City of
Morro Bay will continue to remain vulnerable to unforeseen events due to the lack of reserves in the
Water Funds. Future rate setting should consider incorporating a sound financial plan which would
include the development of a capital financing plan and prudent reserves. In that way, ratepayers can
be shielded from increases resulting from emergencies.
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POTENTIAL FUTURE COST COMPONENTS NOT INCLUDED IN
REVENUE/EXPENDITURE CONSIDERATION

1. Statewide State Water Project Improvements: With the City’s participation in the SWP
it has obligation for pro rata share of statewide projects. Current statewide SWP subscriptions
amount to approximately four million acre feet per year. If and when SWP excess allocation is

secured, the City’s share may be determined to be 2,626 acre feet although it’s “capacity” share
remains at 1,313 acre feet.

Improvements to the statewide system are under consideration, most particularly
improvements and environmental mitigations in the Bay-Delta area. Proposition 204 on the
November, 1996 ballot includes bonds in the amount of $193 million for Bay-Delta Improvements
and $390 million for CALFED Bay-Delta Ecosystem Restoration, totaling $583 million. If this ballot
measure passes and is implemented, the City’s total pro rata share would be about $192,000 (for
1,313 acre feet) or about $384,000 (for 2,626 acre feet). With a bond rate of 6% over 30 years, the
debt service for the City’s share would be about $14,000 per year (1,313 acre feet) or $28,000 per
year (2,626 acre feet).

While it is likely these costs could be incorporated into the current rate/revenue structure
without necessity for an additional increase, the total increase in Water Fund annual costs for the
$28,000 per year debt service is less than 1%.

In the future there may be additional statewide SWP system projects proposed. The City’s
ratepayers would be obligated to pay similar pro rata shares of any and all of these projects.
Depending on the time frame within which these future projects are proposed and implemented, the
City’s costs may result in incremental annual cost increases. If subsequent projects are pursued prior
to the retirement of the current bond debt service, total annual costs would increase but for any
projects implemented after the retirement of the proposed re-financed SWP bond (in the year 2026)
the ratepayers would have already seen deletion of the $1.9 million per year SWP debt service.

It is not possible to quantify whether and when any additional statewide projects, above and
beyond those contained within Proposition 204, would be proposed.

2. Additional Potable Water Storage (or equivalent mitigation) if Chorro Valley Water is
Unavailable: As result of the conditions of approval for the City’s recently-issued groundwater
appropriative rights permits, the potential exists that the community may lose the availability of the
Chorro Valley wells during periods wherein the streamflow of Chorro Creek is below 1.4 cubic feet
per second. The streamflow has historically been below this threshold level rate of flow between the
months of May through November of most years.
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At the current rate of consumption (1.56 million gallons per day in August, 1996), potable
water demands can be met in the short-term by full deliveries from the State Water Project and the
City’s Morro Valley wells. With the issuance of non-emergency permits for the desalination facility,
there exists the ability to augment these production capabilities, although this operation is quite
expensive and not contemplated as a long-term operational scenario. -

As the community’s population increases in accord with adopted planning policies, with the
resultant increase in water demand, there will be a point whereat conjunctive use of State Water and |\
the Morro Valley wells cannot meet peak summer demands. When this occurs in time is dependant
upon the rate of new and/or more intensive development. With the delivery of 1.17 million gallons
per day (mgd) from the SWP and permitted extractions of 0.68 mgd from the Morro Valley wells an
increased summer demand of about 18.5% can be accommodated.

To be prepared for this seemingly eventual condition a number of options exist, several of
which are now under pursuit.

-The City is pursuing judicial relief from the permit conditions which limit Chorro
groundwater extractions based upon streamflow thresholds;,

-This Department will be conducting a study of the City’s Chorro Valley Ashurst well field,
within which the City has five wells, to determine if, and if so to what extent, operation of these wells
impacts streamflow. This study is specifically referenced in the permits and the City is eligible for
permit amendments resultant of the conclusion of the study. Funds for the study were allocated in the
current fiscal year budget and are being accumulated from the current water revenues. The study will
be performed by a duly-qualified geo-hydrologist in conjunction with the Department of Fish and
Game, the Regional Water Quality Control Board, National Estuary Program and other interested
parties.

With the inability to shut down the Chorro Valley wells for any extensive period prior to
delivery from some supplemental water source, the permit provides for preparation of the study after
commencement of the deliveries. In informal discussion with SWRCB staff, it was alluded that the
delay in issuing the groundwater permits since 1985 was result of waiting for the City to select and
implement a supplemental water resource. Upon initiation of SWP deliveries, it will be necessary to
wait until streamflow conditions drop to a rate whereat the study can provide the best science
possible. It is anticipated that the study may be performed in late-summer, 1997.

-Irrespective of the results of this study and the possible permit modifications/amendments,
the City is pursuing a wastewater reclamation feasibility study under a grant from CDBG. The study
is being introduced to the City Council and the public as a separate agenda item at the October 28,
1996 meeting.
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Chorro Creek watershed. Among the potential range of positive impacts to the watershed is the
increase and regularizing of streamflow, particularly during low flow conditions. With an eventual
discharge of 1.47 mgd, a 24-hour per day maximum flow rate of 2.27 cubic feet per second can be
achieved as augmentation to existing creekflow. This rate of flow into the watershed would be more
than the City would be extracting from the watershed as potable water and due regulatory
consideration should be allowable.

\.cﬁ’# The concept under consideration involves providing a treated wastewater discharge into the

G

-Construct storage facilities to hold water produced in winter and spring and deliver in
summer and fall. This concept was outlined as a potential mitigation of cessation of groundwater
extractions from the Chorro Valley in an August, 1995 City Council staff report on the matter of the
impacts of the groundwater rights permits. While no cost estimates were provided, it was stated that
the costs would be significant to add 48 million gallons of unprogrammed storage and potential
treatment needs.

No such proposal exists nor can a circumstance be contemplated wherein a proposal with that
magnitude of financial impacts upon the ratepayers would be considered by this Department to be
a valid proposal. Other more feasible options exist which were not fuily available in 1995, some
outlined above, to restore Chorro Valley well operation. Restoration of Chorro Valley groundwater
on a year-round basis is a critical component of future water supply in accord with current community
planning policies.

-In the referenced August, 1995 staff report an alternate concept was outlined in which the

community could revise it’s General Plan and associated policy documents to accommodate the
reduced population projections which could result from total loss of Chorro Valley water resources
in the summer and fall, albeit without other mitigating circumstances. This option remains, as a
concept, not a proposal, but is unexplored.
3. Unanticipated Revenue Loss Caused by San Luis Coastal Unified School District Proposal
to Subscribe to State Water Project or Nacimiento Water Project: The School District, with it’s
three schools in the City, is one of the single highest sources of revenue for the Water Fund. The
District has proposed to cease to be a customer of the City’s water system and to receive water from
either the State Water Project or the Nacimiento Project. While the District proposes to pay the City
a modest annual amount for “wheeling” it’s water through the City’s system and would be subject
to a pro rata share of costs in the Chorro Valley Pipeline, this proposal, if enacted, would result in
substantial annual reductions in Water Fund revenue, possibly in excess of $100,000 per year.

The financial impact of this proposal could necessitate a rate increase to offset the revenue
loss if offsetting expenditure mitigations cannot be accomplished.
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Staff is in the process of determining whether the City is compelled to allow for this water
customer to obtain an independent source of water. If no such compelling law exists, a
recommendation to deny the proposal would be forwarded or, alternately, negotiations with the
District would, by necessity provide adequate offset in revenue.

4. Substantial Reductions in Water Use: Water consumption estimates through which the current
rate structure was developed were quite conservative. Actual consumption for the last two years has
been about 3% higher than estimated and revenues have been slightly higher than predicted, albeit
very slightly.

With the commencement of supplemental water supplies and revision of the Water Allocation
Model and associated documents, the total number of water connections is predicted to increase
modestly (by 30 customers per year) and thereby increase overall water consumption, without
adversely impacting per capita consumption. In the event that overall water use increases along these
lines of projection, certain accommodation can be provided for unanticipated expenditures. If,
however, water usage decreases, the available revenues may not meet needs.

wib:f\billccouncil\water\ 1 096 rates



ATTACHMENT 3
RESOLUTION NO. 57-95
RESOLUTION AMENDING THE MASTER FEE SCHEDULE INCREASING WATER RATES

. THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City wishes to continue to provide an adequate and reliable potable water supply; and

WHEREAS, to that end the City has approved participating in the State Water Project, construction of a
desalination facility, and certain improvement projects necessary to treat, store and deliver potal)]e water; and

WHEREAS, the existing water rate schedule delineated in the Master Fee Schedule does not provide for
revenues adequate to meet identified needs for fiscal year 1995-96; and

WHEREAS, it is therefore appropriate and necessary to increase water rates effective July 1, 1995; and

WHEREAS, it has been deemed appropriate to provide for said increase through a uniform percentage
increase to the water rate structure delineated in the Fiscal Year 1994-95 Master Fee Schedule; and

WHEREAS, it has been further determined appropriate to revise the minimum monthly charge for potable

water.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay that the Master

ee schedule is hereby amended to reflect a uniform increase in water rates of 37% above those rates established in

Resolution No. 56-94.,

BE IT FURTHER RESOLVED the minimum monthly water billing rate shall be at that rate established

for three l)illing units, irrespective of metered consumption of lesser amounts.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at an adjourned regular meeting
thereof held on the 25th day of May 1995 by the following vote:

AYES: Anderson, Unger, Yates
NOES: Crotzer, Novak
ABSENT: None

ABSTAIN: None

WILL YATES, Mayor

ATTEST:

@\ Opun

BRIDGETI BAUER, City Clerk
LC:5:57-95A
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MEMORANDUM

TO: Honorable Mayor and City Council
THROUGH: Forrest Henderson - City Administrator @/
FROM: Jon G. Crawford - Director of Public Works / City Engineer

DATE: February 25, 1994

SUBJECT: Additional Water Rate Options Requested By WAB

At their recent special meeting on Wednesday February 23,1994 members of the Water
Advisory Board requested some additional options to the proposed water rate structures.
Both options were based on the inverted block rate but deleted and reduced the impact
fee, respectively. A copy of what has been transmitted to the Board members is attached
for the City Council's information and use.

cc Water Advisory Board
Rudy Hernandez - Finance Director
Bill Boucher - Operation Manager

JGClige

WABTRANS.2CD



WAB REQUESTED OPTION 2C INVERTED BLOCK RATE

ATTACHMENT 3

Water Consumption
0-2 units

3-4 units

5-8 units

9-12 units

13-16 units
17-20 units
21-25 units
26-50 units
51-100 units
101-150 units
151-200 units
201-300 units
301-500 units
501-750 units
751-1000 units
1001-1500 units
1501-2000 units

NO IMPACT FEES
Unit Cost Cumulative Costs
$6.08 $12.16
$6.38 $24.92
$6.70 $51.72
$7.04 $79.88
$7.39 $109.44
$7.76 $140.48
$8.14 $181.18
$8.55 $394.93
$8.98 $843.93
$9.43 $1315.43
$9.90 $1810.43
$10.39 $2849 43
$10.91 $5031.43
$11.46 $7896.43
$12.03 $10,903.93
$12.63 $17,218.93
$13.26 $23,848.93

% Expense
106.5%

109.6%
114.8%
118.7%
122.3%
125.9%
128.7%
123.1%
106.6%
97.0%
91.6%
85.4%
78.4%
73.7%
71.4%
69.1%

WAB REQUESTED OPTION 2C INVERTED BLOCK RATE

Water Consumption
0-2 units

3-4 units

5-8 units
9-12.units

13-16 units
17-20 units
21-25 units
26-50 units
51-100 units
101-150 units
151-200 units
201-300 units
301-500 units
501-750 units
751-1000 units
1001-1500 units
1501-2000 units

wabrate. 2cd

IMPACT FEES = $10,000 PER EQUIVALENCY

Unit Cost

$4.85
$5.10
$5.35
$5.62
$5.90
$6.19
$6.50
$6.83
$7.17
$7.53
$7.90
$8.30
$8.71
$9.15
$9.61
$10.09
$10.60

Cumulative Costs

$9.70
$19.90
$41.30
$63.78
$87.38
$112.14
$144.64
$315.39
$673.89
$1050.39
$1445.39
$2275.39
$4017.39
$6304.89
$8707.39
$13,752.39
$19,052.39

% Expense
64.5%

67.4%
71.5%
74.6%
77.5%
80.3%
82.6%
78.2%
64.9%
57.3%
52.9%
48.0%
42.4%
38.7%
36.9%
35.1%
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City of Morro
Bay
DEPARTMENT of PUBLIC WORKS

MEMORANDUM

to: Public Works Advisory Board

from : Director of Public Works

date : September 6, 1996

subject: Sun Bulletin Article Regarding Cayucos Water Rates

In an article in the September 4 - 10, 1996 issue of the Sun Bulletin, attached,
increases in water rates for the community of Cayucos were outlined. The rate increases are
driven by the construction of a water treatment plant to treat existing groundwater resources
under the influence of a surface body of water (Surface Water Treatment Rule). This
regulation is the same one which lead the City to cease operation of Wells 8 and 12 several
years ago due to the costs involved in construction and operation of a treatment plant.

It may be germane to point out that the costs the Cayucos ratepayers are now
experiencing are those to treat their existing supply, not for a supplemental source. Note that
there are three suppliers in Cayucos; CSA-10A, Paso Robles Beach and Morro Rock
Mutual.

Morro Rock Mutual isn’t increasing rates at this time.

A cursory comparison of their new residential rates and Morro Bay’s is revealing:

Supplier Consumption Monthly cost

Morro Bay 0-3 billing units $16.43

Morro Bay 5 billing units $27.58

CSA -10A Flat (5/8") $25.00 (billed every 2 months at minimum $50/10
billing units)

P.R. Beach Flat (5/8") $24.00 ( “Water usage is then tacked on to the

flat fees.” Additional costs unspecified.)

For customers using up to 3 billing units per month CSA-10A rates are 52% higher
than Morro Bay’s and P.R. Beach’s are 46% higher (at least).

Presumably, the acquisition of supplemental water resources for Cayucos will result
in additional increases.

wtb:f\bil\pwab\cayrates
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MEMORANDUM
TO: Honorable Mayor and City Council
THROUGH: Forrest Henderson - City Administrator,g[
FROM: Jon G. Crawford - Director of Public Works / City Engineer / . é) &— }

SUBJECT: Proposed Water Rate Increases

Enclosed please find a copy of the staff report to the Water Advisory Board regarding the
proposed increase in water rates. I am available to respond to your questions and
concerns on the approach [ took and how 1 hoped to spread the costs. Also included is
the City of San Luis Obispo's impact fee ordinance as an example of the approach we can
take in reducing the potential impacts to our consumers.

cc@w;oQ M

JIGCljge
TESTTHRU.DOC
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¢ ¢ AGENDA NO.HZ 2.
Date,%’./_%?ﬂction )

CITY OF MORRO BAY
DEPARTMENT OF PUBLIC WORKS
STAFF REPORT
TO: WATER ADVISORY BOARD
FROM: DEPARTMENT OF PUBLIC WORKS
SUBJECT: PROPOSED WATER RATE INCREASE AND ALTERNATIVE RATE
STRUCTURES
RECOMMENDATION

Staff recommends the Water Advisory board review the proposed rate structures and provide
direction where the Board interprets the need for revision. Staff would further recommend the
Board recommend Option 2A, Inverted Block rates in conjunction with the adoption of water
impact fees for new construction. Staff would further recommend the Board also request the City
Council to adopt the full needed increase at the earliest possible date and not subject the
consumer to multiple increases.

SUMMARY

When the desalination facilities were constructed, all the focus of the existing rate structure was
whether the debt service for these facilities could be covered. The long term needs of the existing
delivery system and its expansion were non-existent. In addition the necessary rate structure to
pay for the short term construction costs and the long term delivery costs of the State Water
Project were not addressed. During the FY 1993-94 budget cycle, staff had included a 25%
increase in the existing rate structure in order to get a jump on the revenue needs for the System.
The proposed increase was removed from the budget and a majority of the existing reserves were
used to balance the budget for the fiscal year. The existing budget of $6,466,674 with $290,000
in reserves is offset by revenues of $1.8 M from rates and fees, a DWR loan of $2.5 M, $1.4 M in
one time reimbursement (desal lease/option agreement) and $1.05 M in one-time transfers from
reserve funds.

With the City Council's decision of December 13.1993 directing staff to pursue State Water as the
favored option of the draft Water Management Plan for the City, staff sees the immediate need to
revisit rate increases in order to meet the City's contractual obligations to the County for state
water delivery and as a way to raise revenues to meet the existing deficiencies within the system,
respectively. Staff also has noted the concerns of individual City Councilmembers and the WAB
that the existing rate schedule is complicated at best and places too great a burden on the high-end
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users. With these things in mind, staff has generated some flat rate schedules and also an inverted
block rate schedule. The results of these options are attached for your consideration. Another
inverted block rate schedule that provides separate rate structures for residential and one for the
remainder of uses has not been fully calculated but should be available for the Board's review at

their meeting.
REVENUE REQUIREMENTS AND IMPACT FEES

In order to determine the required rate increase, or in this case the new structure, staff first
generated the needed budget for the Water Division for the next five years and then projected a
subsequent budget upon completion of payment of the desalination facility. The resulting
numbers are attached for the Board's use. Several things could revise these numbers; slower
construction and/or demand on the system would slow need for capital facilities, setting of lower
reserves, alternative sources of revenue such as state revolving fund or potential buy-in of the
Chorro pipeline by the County (Los Osos) would lessen or spread some costs over a longer
period of time at a lower rate, extended period of drought would deplete reserves and necessitate
greater reliance of higher cost water. However, it is staff's opinion that the budgets presented
reflect the best available numbers over the next 10+ years and with the exception of inflationary
change, should allow the necessary flexibility in the operation of the system with the lowest
possible rate at the desired water quality. Sure, there will be years when the reserves will rise and
fall with the weather, but the consumers have asked and the City is obligated to provide water at
the tap in the quantity and quality they desire.

Mowever, it is not staff's intent to burden the existing rate payers with the full cost of bringing

@-
2
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water to this community. New construction must pay its way in both the external source and
delivery of water (State Water) and in the required expansion of facilities (tanks, pumps, etc.)
which are solely due to the added burden placed on these facilities by new construction. Staff,
therefore, has presented the rate structures with an option that includes the adoption and
implementation of a water impact fee for new construction. Initial calculations derive a direct
impact of approximately $27,000 per each new equivalency of use. Since the person(s) will also

E}St =zbe contributing through water use and it is unrealistic at this time to expect the construction

community to accept such a fee and still continue to build, staff is of the opinion that setting a fee
at 60% of the true impact would be an acceptable value. Under this justification, the impact fee
would be established at $16,200 per equivalency which at 80 equivalencies per year reduces the
needed. revenue and therefore the impact on existing consumers by $1.3 M per year. Staff is
requesting the WAB confirm their prior action requesting the Council look into including an
impact fee as an option to the retrofit program and as a means of directing the costs of developing
new sources of water on those who impact the system and thereby requiring the City to seek these
alternative sources. These new fees will not be able to be implemented until the Management
Plan has been adopted by the Coastal Commission and a subsequent concurrent LCP Amendment
regarding the retrofit program is sought and acted on. This should not severely impact the
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revenue stream since the first years revenue needs are less and construction is only now rising
from its economic woes. Attached is a copy of the City of San Luis Obispo ordinance regarding
development impact fees.

WATER RATE OPTIONS

The various options are attached for your review. Staff will be available at your meeting for
discussion of how the rates were obtained/calculated and other potential options. As a
comparison, if the existing rate formula were to be continued, a one time increase of 229% would
be required to generate the revenues shown while "only" a 133% increase if impact fees are
adopted. ‘

Annual Increase

Adoption of any of the proposed rate structures does not eliminate the need for continued
review and increase of rates due to changes in construction costs, other forms of inflation or
need to accelerate needed facilities. It is also anticipated that the proposed impact fee will
need to be annually updated (read:increased) to correlate to the increased impacts on the

system.

jge:watmate
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SUMMARY OF RATE INCREASE OPTIONS

OPTION 1A - FLAT RATE/SINGLE INCREASE

$6.5S per unit - effective April 1, 1994

Range of % Increase = +/24% to 4% Avg. = 118.0%

OPTION 1B - FLAT RATE/MULTIPLE INCREASE

$5.00 per unit - effective Apnil 1, 1994 (Avg. = 67.7%)
$6.00 per unit - effective December 1, 1994 (20%)

$6.78 per unit - effective July 1, 1995 (13%)

OPTION 1C - FLAT RATE/SINGLE INCREASE

Require Implementation of Impact Fees = $15-17,500/equiv.
Assume 90 equivalencies of impact

$4.45 per unit - effective April 1, 1994 (Avg. - 49.2%)

OPTION 1D - FLAT RATE/MULTIPLE INCREASE/IMPACT FEES

$3.96 per unit - effective April 1, 1994 (Avg. = 32.8%)

$4.51 per unit - effective July 1, 1994 (13.9%)

WTB/LC:C:OPT[word]



OPTION 2A - INVERTED BLOCK RATE

Requires Adoption of Impact Fees

ATTACHMENT 3,

= $15-17,500 per Water Equivalency

Water Consumption | Unit Cost | Incremental Costs | Cumulative Costs | % Increase
0-2 units $4.08 $8.16 $8.16 39.30%
34 units $4.29 - $8.58 $16.74 40.80%
5-8 units $4.50 $18.00 $34.74 44.30%
8-12 units $4.73 $18.92 $53.66 48.90%
13-18 units $4.96 $19.84 $73.50 49.30%
17-20 units $5.21 $20.84 $94.34 51.70%
20-25 units $5.47 $27.35 $121.69 53.60%
26-50 units $5.74 $143.50 $265.19 49,80%
51-100 units $6.03 $301.50 $566.69 38.70%
101-150 units $6.33 $316.50 $883.19 32.30%
151-200 units $6.65 $332.50 $1,215.69 28.60%
201-300 units $6.98 $698.00 $1,913.69 24.50%
301-500 units $7.33 $1,466.00 $3,379.69 19.80%
501-750 units $7.70 $1,925.00 $5,304 .69 |. 16.70%

]1751-1000 units $8.08 $2,020.00 $7,324.69 15.10%
1001-1500 units $8.48 $4,240.00 $11,564.69 13.60%
1501-2000 units $8.91 $4,455.00 $16,019.69 0.00%

WTRAC CINVIEXCEL]
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RESIDENTIAL WATER RATES

ARROYO GRANDE

JULY 2013

ATTACHMENT 4

(Prepared by Atascadero Mutual Water Company)

Population Served:

Number of Services:

Water Rates (eff. July 1, 2013):

6,292

Bi-Monthly Water Service Charges per 100 CF:

(based on 5/8” meter)

Minimum Charge:
First 12 units/bi-month
Next 20 units/bi-month
Next 32 units/bi-month
Over 64 units/bi-month
Lopez Charge:

New Account Fee:

Renter Deposit:

Returned Check Charge:
Delinquent Charge:

Late Charge:

New Meter Charges:

Retrofit Requirements:

Inside City

$11.50
$3.37
$3.74
$4.23
$5.12
$40.66
$15.00

$180.00

$25.00
10%
$30.00
$207.00
$997.00
$2,150.00

None

17,395 (CA Dept. of Finance 1/1/2013)

Outside City

$14.38
$4.21
$4.68
$5.29
$6.40

$50.82

can be paid in two $90.00
payments. Owner can
waive deposit if owner is
responsible for closing bill.

after 30 days

after 45 days
(if shut off)

for 5/8” meter
Distribution Fee
Water Availability



ATASCADERO

ATTACHMENT 4

RESIDENTIAL WATER RATES

JULY 2013

(Prepared by Atascadero Mutual Water Company)

Population Served: 32,660

Number of Services: 10,609

Water Rates (eff. April 18, 2012):

Monthly Water Service Charges:

Minimum Charge: $18.00 (includes 2,000 gals.)

3,000 to 12,000 gals.:
13,000 to 25,000 gals.:
26,000 to 50,000 gals.:
51,000 to 75,000 gals.:
76,000 gals. and up:

$2.10 per 1,000 gals.
$3.25 per 1,000 gals.
$4.80 per 1,000 gals.
$5.50 per 1,000 gals.
$6.00 per 1,000 gals.*

Homes in surcharge area pay an additional 15%

Nacimiento Water Surcharge

$2.50 per month**

*Applies only to non-single family residences
**Per meter except standby accounts

New Account Fee:

Renter Deposit:
Returned Check Charge:

Delinquent Charge:

Late Charge:

New Meter Charges:
(3/4”" meter)

None

None
$20.00

$50.00
$100.00

$5.00

$1,670.00
$19,600.00

owners are responsible for account

(if shut off)
(after-hours turn-on if shut off for
non-payment)

after 30 days

Installation Fee (if installed by AMWC)
Connection Fee



RESIDENTIAL WATER RATES
JULY 2013

CAMBRIA

ATTACHMENT 4

(Prepared by Atascadero Mutual Water Company)

Population Served:

Number of Services:

6,500

4,014

Water Rates (eff. July 1, 2009):

Bi-Monthly Water Service Charges:

Bi-monthly residential rates per 100 CF Unit:

0-6 units
7 units
8 units
9 units

10 units
11 units
12 units
13 units
14 units
15 units

New Account Fee:

Renter Deposit:

Returned Check Charge:

Delinquent Charge:

Late Charge:

New Meter Charge:

Retrofit Requirements:

0 — 4,000 sf parcel
4,001 — 8,000 sf parcel
8,001 — 16,000 sf parcel

$23.82
$29.87
$35.92
$41.97
$48.02
$54.07
$60.12
$66.17
$72.22
$78.27

16 units
17 units
18 units
19 units
20 units
25 units
30 units
35 units
40 units
45 units

$ 38.50
$100.00

$25.00

$84.45
$90.63
$96.81
$102.99
$109.17
$140.67
$172.17
$204.37
$236.57
$271.32 and so on

$29.50 48-hr. notice fee

10% of delinquent amount with a min.

of $10.00 after 30 days

$3,255.00 water connection plus
$2,170.00 sewer connection fee

applicable retrofit fee

Assuming 2-bath home being built
$5,000 (or 100 points)
$6,250 (or 125 points)
$7,500 (or 150 points)

* Points calculated based on fixture retrofit values



GROVER BEACH

JULY 2013

ATTACHMENT 4

RESIDENTIAL WATER RATES

(Prepared by Atascadero Mutual Water Company)

Population Served:

Number of Services:

Water Rates (eff. April 1, 2012):

Bi-Monthly Water Service Charges per 100 CF Unit:

(plus 1% utility users tax)

Minimum Monthly Charge for 5/8" & 3/4” meter:

First 12 units

Next 8 units

Next 22 units

Over 42 units
New Account Fee:
Tenant Deposit:
Returned Check Charge:

Delinquent Charge:

Late Charge:
Door Hanger Fee:

New Meter Charges:
(1" meter)

Retrofit Requirements:

$88.00
$215.00
$25.00

$73.00
$266.00

10%

$20.00

$427.00

$2,775.00

13,211 (CA Dept. of Finance 1/1/2013)

$9.82/mo.
$3.26
$3.44
$3.95
$4.38

(business hours)
(after-hours turn-on)

or $10.00

plus 25%

permit fee — goes into fund
to retrofit existing homes



ATTACHMENT 4

HERITAGE RANCH

RESIDENTIAL WATER RATES
July 2013

(Prepared by Atascadero Mutual Water Company)

Population Served: 3,500
Number of Services: 1,760
Water Rates effective July 1, 2013:

Monthly Water Service Charges:

Fixed meter fee for a 5/8” x 3/4” water service = $20.41
(1 Unit = 100 cubic feet or 748 gallons)

0-2 units: Included in fixed meter fee (base rate)
3-21 units $2.80 per unit
22 units and up: $3.46 per unit
New Account/Transfer Fee: $ 25.00
Renter Deposit: Accounts must be held by property owner.

No deposit required.

Returned Check Charge: $ 20.00 — 1%t returned check
$ 35.00 — 2" returned check

$ 35.00 — 3 returned check
$ 40.00 — each subsequent returned

check
Delinquent Charge: $ 40.00 during normal business hours
(if shut off)
$120.00 if shut off after hours
Late Charge: 10% of account balance after 30 days
New Meter Charges: $500.00 Installation

(5/8”" meter) $1,456.00 Connection Fee



MORRO BAY

RESIDENTIAL WATER RATES

JULY 2013

ATTACHMENT 4

(Prepared by Atascadero Mutual Water Company)

Population Served: 10,317 (CA Dept. of Finance 1/1/2013)

Number of Services: 5,400 (approx)

Water Rates (eff. July 1, 1995):

Monthly Water Service Charges per 100 CF Unit:

0-3 units $16.43 12 units
4 units $21.99 13 units
5 units $27.58 14 units
6 units $33.20 15 units
7 units $38.85 16 units
8 units $44.53 17 units
9 units $50.24 18 units

10 units $55.98 19 units
11 units $61.75 20 units

NOTE: Water rates unchanged since 1995
New Account Fee:
Renter Deposit:

Returned Check Charge:
Delinquent Charges:
Late Charge:

New Meter Charges: 1" —-1-1/2"
3/4” - 5/8”

$67.55
$73.38
$79.24
$85.13
$91.06
$97.01
$102.99
$109.00
$115.04

$25.00
$100.00

$ 25.00
$ 35.00

$ 53.00
$ 45.00

10%

$1,771.00
$1,320.00

21 units $121.17
22 units $127.39
23 units $133.70
24 units $140.07
25 units $146.54
26 units $153.09
27 units $159.70
28 units $166.37
etc.

application fee

for first,
for all others

posting fee
reconnect fee

after 30 days

(purchase, install, and
tie-in to line)



ATTACHMENT 4

NIPOMO

RESIDENTIAL WATER RATES
JULY 2013

(Prepared by Atascadero Mutual Water Company)

Town Div.

Population Served: 10,867
Number of Services: 4,187
Water Rates (eff. November 1, 2011):
Bi-Monthly water service charges:

Flat Rate for 1" meter or less $ 35.72

0 — 24 units $ 1.80

25 — 40 units $ 225

41 — 100 units $ 3.15

Greater than 100 units $ 5.40
New Account Fee: $ 10.00
Renter Deposit: None owners ultimately responsible
Returned Check Charge: $ 15.00
Delinquent Charge: $ 50.00
Late Charge: $ 5.00 or10%, whichever is less
New Meter Charge: $275.00 (5/8" meter)
Retrofit Requirements: SLO County requirement: toilet (1.2 gpf) &

showerhead (2.5 gpm) at the time of sale or
transfer of title to another entity.



ATTACHMENT 4

PASO ROBLES

RESIDENTIAL WATER RATES
JULY 2013

(Prepared by Atascadero Mutual Water Company)
Population Served: 30,504 (CA Dept. of Finance 1/1/2013)
Number of Services: 10,664
Water Rates (eff. January 1, 2013):

Monthly Water Service Charges:

Rate per unit (per 100 CF): $3.20
New Account Fee: $42.00
Renter Deposit: $91.00
Returned Check Charge: $21.00
Delinquent Charge: 10%
Door Hanger Fee: $32.00
No Payment Fee: $91.00
Late Charge: 10%  Applied on the 5" of each
month
Other Charges (after-hours): $357.00
New Meter Charges: $179.00 Install meter only (3/4")

$206.00 Meter and meter box
(Fee based on labor) Tie into water main
$17,750.00 Connection Fee (3/4")

Retrofit Requirements: None



PISMO BEACH

ATTACHMENT 4

RESIDENTIAL WATER RATES

JULY 2013

(Prepared by Atascadero Mutual Water Company)

Population Served: 8573
Number of Services: 4,809
Water Rates (eff. June 1, 2012):

Bi-Monthly Water Service Charges:

Meter Charge for 5/8”:
Charges for water usage:
0-1,200 CF:
1,200 + CF:
New Account Fee:

Renter Deposit:

First Returned Check Charge:

Subsequent Returned Check Charge:

Delinquent Charge:

Other Charges:

New Meter Charges:
(3/47)

Retrofit Requirements:

$32.57

$2.35
$3.05
$45.00
$180.00
$25.00
$35.00
$30.00

$166.00

$270.00

$7,603.00

None

per 100 CF
per 100 CF

owners are not responsible
for account balance

(meter locked off)

per year special tax per

EDU for fixed costs for

State and County (Lopez)

water, included in yearly tax
bill

for installation
(owner provides connection
and meter box)

State Water Fee paid on
building application



SAN LUIS OBISPO

ATTACHMENT 4

RESIDENTIAL WATER RATES

JULY 2013

(Prepared by Atascadero Mutual Water Company)

Population Served:

Number of Services:

14,500

Water Rates (eff. July 1, 2013):

Monthly Water Service Charges Per 100 CF Unit:

(plus 5% utility users tax)

Base Fee
1-8
o+

Account Set-up Fee:

Deposit Required:

Returned Check Charge:

Delinquent Charge:

Late Charge:

New Meter Charge:

Water Impact Fee:

Retrofit Requirements:

Inside Cit

$5.00
$6.56
$8.19

$ 60.00
$255.00

$ 90.00

$ 25.00

$ 97.00

$15.00 or 1.5%

$ 82.00

$17,383.00

None

45,541 (CA Dept. of Finance 1/1/2013)

QOutside Cit

$10.00
$13.12
$16.38

during business hours
after hours/weekends

if customer refuses to furnish
Social Security #; otherwise,
no deposit required

restoration fee plus $90.00
refundable deposit

of outstanding balance,
whichever is greater, after 30
days

install (owner provides
connection and meter box)

SFR Rate



ATTACHMENT 4

SANTA MARGARITA

RESIDENTIAL WATER RATES
JULY 2013

(Prepared by Atascadero Mutual Water Company)

Population Served: 1,259
Number of Services: 539
Water Rates (eff. July 1, 2013):

Bi-Monthly Water Service Charges:

(CCF =100 cubic feet or 748 gallons)

0-10 CCF: $59.26 (minimum charge)
11— 16 CCF: $2.83 per unit
Greater than 16 CCF and up: $3.62 per unit

New Account/Transfer Fee:
Renter Deposit:

Returned Check Charge:

Reconnection of Water Service Charge:

Late Charge:

New Meter Charges:
(5/8" meter)

None

$40.00
$35.00
$60.00
$20.00

$1,500.00 Water Service Connection
$350.00 Water Service Meter



TEMPLETON

RESIDENTIAL WATER RATES
JULY 2013

(Prepared by Atascadero Mutual Water Company)

Population Served: 7,000
Number of Services: 2,650
Water Rates (eff. January 1, 2013):

Monthly water service charges:

Minimum Monthly charge (5/8” meter): $16.10
(includes up to 300 CF)

301 —2,000: $1.90/100 cu. ft.
2,001 —4,000: $2.55/100 cu. ft.
4,001 - 8,000: $3.30/100 cu. ft.
8,001 +: $4.30/100 cu. ft.

Water service outside TCSD boundaries is at 120% of rates above.

ATTACHMENT 4

New Account Fee: $10.00

Renter Deposit: None owner ultimately responsible
Returned Check Charge: $30.00 (can be waived)
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