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Presentation Outline
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• Proposed FY 23-24 Operating & Capital Budget

 Guided by City Council Goals

• Looking Ahead

 Forecasts, Reserves, & Key Takeaways

• Measure Q & E Fund Budget

 Detailed Outline & Key Changes



Background on CFAC Review 
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• Ordinance requires –

 Review of Measure expenditures (Muni Code Ch. 3.26).

• Council invites –

 Input on Measure Q&E budget, and on Citywide budget as
time permits.

• Input provided is for –

 Council consideration at Budget Study Sessions (May 23-24)



Proposed FY 2023-24 Operating 
& Capital Budget
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City Council Goals
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City Council Goals
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City Council Goals
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City Council Goals

8



Citywide Proposed Budget Totals
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• Expenditure budget totals $56.1 million (net of transfers) includes:
• $36.6 million for Operations 
• $19.5 million for Capital Projects (net of transfers)
• Increase of 3.5% from FY 22-23 Budget

• Revenue budget totals $45.9 million (net of transfers):
• Decrease of 1% due to no additional COVID relief funds

• Difference b/t revenues and expenditures comes from available 
fund balance to fund one-time capital needs



Citywide Revenue by Type
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Revenues by Fund
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Expenditures by Fund
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Expenditures by Department
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Personnel Changes
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Adding 2.4 net full-time positions



Personnel Changes
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Adding the equivalent of 1.8 part-time positions



CalPERS – Ongoing Challenge
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• Poor CalPERS returns 
will increase unfunded 
liability payments in 
future years

• FY 23-24 budget 
proposes appx. $1.1 
million to pension trust 
fund to prepare



CIP One-Year Plan
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Total Funding 
Requested by Source

• ​Investing total of $19.5 M in critical 
infrastructure - 31 projects

• $6.8 M for WRF
• $3.4 M for sewer main replacement
• $1.3 M in other sewer projects
• $1.6 M in water projects

• $2.1 million in road paving
• $1.9 M in storm recovery/mitigation
• $0.8 M in 1/41 intersection 



CIP Multi-Year Plan
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• ​Planning exercise; 
will refine with CIP 
assessments

• Planning numbers 
included in five-year 
forecasts 

• Budget not 
appropriated until 
out years

• Insufficient funding 
to address needs



Looking Ahead: Forecasts, 
Reserves, & Key Takeaways
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Forecast Assumptions
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Forecast – General Fund
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Forecast – Measure Q & E Fund 
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Forecast – Unfunded Capital Needs
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Forecast – Harbor Fund
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Forecast – Sewer Fund
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Forecast – Water Fund
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Citywide Reserve Levels
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General Fund (001) $0.5 million
General Government Compensable Leave Fund (005) $0.3 million
General Fund Vehicle Replacement Fund (050) $0.8 million
General Fund Emergency Reserve Fund (051) $7.1 million
General Fund Facility Maintenance Fund (052) $0.1 million
General Fund Capital Accumulation Fund (460) $0.6 million
Total General Fund Reserves Projected at FY 2023-24 Year-End $9.4 million

Water Fund $1.9 million
Sewer Fund $1.5 million
Harbor Fund $0.5 million
Risk Management $0.9 million
Information Technology $0.3 million
Citywide Estimated FY 2023-24 Year-End Reserves Total $14.5 million

Total 
equates to 
40% of the 
Citywide 

Operating 
Budget

Meets 
General 

Fund 
Emergency 

Reserve 
Policy



Key Budget Takeaways
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• Strong post-pandemic recovery leveling off
• Measure E helping maintain services, address some capital
• Significant unfunded capital needs 
• Storm recovery expenses diverting funds from other capital
• Expenditure growth outpacing revenue growth (inflation) 

• Economic cooling; potential recession
• Looming pension challenges 
• Strong reserves may help weather challenges
• Ongoing (not just one-time) revenues needed to support 

capital work



Measure Q & E Budget
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Measures Q & E Budget Framework
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 Revenues are accounted for the Measure Q & E Fund (Fund 003).

 Operating costs are budgeted and posted in the Measure Q & E Fund.

 Capital projects are accounted for in the General Government
Capital Fund (915)
 Transfers made out of the Measures Q &  E Fund based on budget 

and carried forward until expended on each intended project



Council Priorities for Q & E Funds
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1. Maintain public safety services by funding staff positions that
are most closely aligned with the purposes of the Measures Q and
E. Expenses include costs associated with Morro Bay
Fire Department, Morro Bay Police Department and Morro
Bay Harbor Department personnel and equipment, in addition to
the Fire Headquarter debt service and the Fire engine
loan repayment.

2. Maintain or enhance cleanliness and safety of public space such as
parks, waterfront and the beach by funding personnel, supplies,
expenses and equipment to support City operations in departments
including Public Works Consolidated Maintenance and Harbor
Department.



Council Priorities for Q & E Funds
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3. Invest in infrastructure and equipment such as street
paving, storm drains, and vehicle replacements that support
City services. This priority may include increasing capacity
to implement the backlog of unfunded capital projects.

4. Ensure financial health of the City by maintaining
appropriate reserves to protect against economic
downturns, natural/health emergencies and other
unforeseen challenges or opportunities.



Measure Q&E Budget Summary
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• ​Revenues: $4.6 million
• Expenditures: $5.7 million

• $3.4 million operating
• $2.3 million CIP

• Use of prior fund balance toward CIPs: $1.1 million
• Remaining fund balance for contingencies: $0.1 million



Revenues
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• 6% increase from FY 22-23 budget
• Roughly flat from FY 22-23 projected actuals
• Based on HdL projections (using 95%)
• Out years – anticipated return to baseline growth of 2-3%/yr



Expenditures
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• Total: $5.7 million
• Ongoing Costs: $3.4 million 

• Police: $0.9 million (14% increase)
• Fire: $1.0 million (12% increase)
• Public Works: $1.1 million (100% increase)
• Harbor: $0.2 million (51% increase)

• One-time Capital Costs: $2.3 million



Expenditures by Department
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CIPs - $2.3 million
IT Equipment/Services - $0.1 million 



Operating Expenditures - Police
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Staffing - 1 Sergeant, 2 Police Officers, and 1 Community Services Officer
Technician, 1 part-time Reserve Police Officer (new for FY 23-24)

Supplies & Services -
• Two unmarked police vehicles ($98,000) – new for FY 23-24
• Evidence drying rack and refrigerator ($19,000) – new for FY 23-24
• Contribution to the County Bomb/Drug/Gang task force ($15,000)
• Regional SWAT team contribution ($7,000)
• Payment for CLETS/Data lines to the San Luis Obispo Sheriff’s

Department ($15,000)
• Police body camera annual support and maintenance contract costs

($29,000).



Operating Expenditures - Fire
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Staffing - 1 Captain and 2 Engineers, and 1 new Firefighter-Paramedic (new
for FY 23-24), as well as 7 part-time Reserve Firefighters (down from 10)

Supplies & Services - None.



Operating Expenditures – Public 
Works
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Staffing - 1 Maintenance Superintendent, 2 Maintenance Worker I's, and 0.8
Associate Engineer, and 0.25 Senior Engineer for CIPs (new for FY 23-24)

Supplies & Services -
• Annual pavement rating contract ​​​($40,000) – new for FY 23-24
• City facilities repairs- ($50,000) – new for FY 23-24
• Fire Department plumbing repairs - ($20,000) – incomplete in FY 22-23
• Sidewalk, curb repairs, storm drain repairs ($150,000) – new for FY 23-24
• Streets Maintenance - On-call street repairs ($200,000) – new for FY 23-24
• Sidewalk and curb repair ($26,000)



Operating Expenditures – Harbor
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Staffing - Part-time Harbor Reserves program (5) and Part-time Harbor
lifeguard program (14)

Supplies & Services -
• One harbor patrol response vehicle – new for FY 23-24
• Disposal funding to allow the Harbor Department to enhance trash

disposal along the waterfront and Embarcadero ($114,000)
• Lifeguard program supplies ($3,000)



Capital Expenditures
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B-2: Recommendation

42

1. Provide input on the Proposed Measure Q & E
Fund Budget for City Council consideration; and

2. Provide input on the remainder of the Proposed
City Budget for City Council consideration as
desired.
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