CITY OF MORRO BAY

CITY COUNCIL
AGENDA

The City of Morro Bay provides essential public services and infrastructure to

maintain a safe, clean and healthy place for residents and visitors to live, work and play.

Regular Meeting - Tuesday, March 28, 2017
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

RECOGNITION - None

CLOSED SESSION REPORT

MAYOR & COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
CITY MANAGER REPORTS, ANNOUNCEMENTS AND PRESENTATIONS
PRESENTATIONS

Month of the Child Proclamation

PUBLIC COMMENT PERIOD

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 city of residence 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.

A. CONSENT AGENDA

Unless an item is pulled for separate action by the City Council, the following actions are
approved without discussion. The public will also be provided an opportunity to comment on
consent agenda items.
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A-1 APPROVAL OF MINUTES FROM THE MARCH 1, 2017 CITY COUNCIL SPECIAL
WORK SESSION; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-2  APPROVAL OF MINUTES FROM THE MARCH 14, 2017 SPECIAL CITY COUNCIL
MEETING; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-3  APPROVAL OF MINUTES FROM THE MARCH 14, 2017 CITY COUNCIL MEETING,;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-4  APPROVAL OF MINUTES FROM THE MARCH 15, 2017 CITY COUNCIL SPECIAL
CLOSED SESSION; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.
A-5  CHILD OF THE MONTH PROCLAMATION; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-6  ADOPTION OF RESOLUTION NO. 12-17 AUTHORIZING FISCAL YEAR 2016-17
BUDGET AMENDMENTS; (FINANCE)

RECOMMENDATION: Council adopt Resolution No. 12-17 Authorizing Fiscal Year 2016-
17 Budget Amendments

A-7  ADOPTION OF RESOLUTION NO. 13-17 AUTHORIZING THE CITY OF MORRO BAY
TO ENTER INTO A $250,000 BOAT LAUNCHING FACILITY GRANT AGREEMENT
WITH THE DIVISION OF BOATING AND WATERWAYS; (HARBOR)

RECOMMENDATION: Council approve Resolution No. 13-17, authorizing the City
Manager to execute the $250,000 grant agreement #C4128033 with the Division of
Boating and Waterways for the first phase (design, engineering and permitting) of a $1.7
Million grant-funded Boat Launching Facility rehabilitation project.

A-8  ADOPTION OF RESOLUTION NO. 14-17 AUTHORIZING EXECUTION OF A DEED OF
TRUST FOR LEASE AGREEMENT ON LEASE SITE 144/144W (MORRO BAY
OYSTER CO,, LLC — 1287 EMBARCADERO); (HARBOR)

RECOMMENDATION: Council adopt Resolution No. 14-17, authorizing the Mayor to
execute a Deed of Trust for Lease Site 144/144W with Morro Bay Oyster Company, LLC,
and Cihan Corporation, a California Corporation, for a small loan to cover operating
expenses at Lease Site 144/144W, located at 1287 Embarcadero.

A-9  WATER RECLAMATION FACILITY (WRF) PROGRAM UPDATE; (PUBLIC WORKS)
RECOMMENDATION: Council receive and file the status report of the WRF program.

B. PUBLIC HEARINGS — None.

C. BUSINESS ITEMS

C-1  CONSIDERATION OF DRAFT MASTER WATER RECLAMATION PLAN
PRESENTATION; (PUBLIC WORKS)
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RECOMMENDATION: Council review, consider and provide comments on the
presentation of the Draft Master Water Reclamation Plan.

C-2 PRESENTATION AND DISCUSSION OF FISCAL YEAR 2015-16 CITY AUDIT
REPORTS; (FINANCE)

RECOMMENDATION: Council receive and file the 2015-16 City audit reports, along with a
presentation from the City’s auditor, The Pun Group. This audit is for the period of July 1,
2015 through June 30, 2016.

C-3 DIRECTION REGARDING THE MARKET PLAZA REQUEST FOR QUALIFICATIONS;
(COMMUNITY DEVELOPMENT)

RECOMMENDATION: Council review the staff report and associated materials, receive
the presentation by staff, and provide direction in relation to going out with a Request for
Qualifications to identify firms that are interested and qualified to develop plans for the
improvement of the Market Plaza and Centennial Parkway area.

C-4 ADOPTION OF ORDINANCE NO. 611, REAUTHORZING THE PUBLIC,
EDUCATIONAL AND GOVERNMENTAL ACCESS CHANNEL FEE; (CITY
ATTORNEY/FINANCE)

RECOMMENDATION: Council adopt, after reading by title only and with further reading
waived, Ordinance No. 611: An Uncodified Ordinance of the Coty of Morro Bay,
California, Reauthorizing the Public, Educational and Governmental (PEG) Access
Channel Fee.

D. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS

E. ADJOURNMENT

There will be a Special Work Session (Goals) on Tuesday, April 4, 2017 at 3:00 p.m. at the
Community Center Multi-Purpose Room located at 1001 Kennedy Way, Morro Bay, California.
The next Regular Meeting will be held on Tuesday, April 11, 2017 at 6:00 p.m. at the Veteran’s
Memorial Hall located at 209 Surf Street, Morro Bay, California.

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 REASONABLE
ARRANGEMENTS CAN BE MADE TO PROVIDE ACCESSIBILITY TO THE MEETING.
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AGENDA NO: A-1
MINUTES - MORRO BAY CITY COUNCIL
SPECIAL MEETING — MARCH 1, 2017
VETERANS MEMORIAL HALL

MEETING DATE: March 28, 2017

209 SURF STREET —-4:00 P.M.

PRESENT: Jamie lrons Mayor
Robert Davis Councilmember
John Headding Councilmember
Matt Makowetski Councilmember
Marlys McPherson Councilmember
STAFF: Dave Buckingham City Manager
Chris Neumeyer Assistant City Attorney
Dana Swanson City Clerk
Ikani Taumoepeau Deputy City Manager
Jody Cox Acting Police Chief

ESTABLISH QUORUM AND CALL TO ORDER
Mayor Irons established a quorum and called the meeting to order at 4:00 p.m. with all members
present.

SPECIAL MEETING AGENDA ITEM:

l. PROPOSITION 64 AND MARIJUANA LAW WORKSHOP
https://youtu.be/lsPIKAFHVmMQ?t=5s

PUBLIC COMMENT
https://youtu.be/lIsPIKAFHVMQ?t=3m36s

Mayor Irons opened public comment for items on the agenda.

Rick Morse of Medmar Clinic, Fresno, CA, shared his Clinic has been converted to s referral and
consultation service. He believes in the medical aspect of marijuana but does not support
recreational use.

Steve Babcock of Los Osos Collective Organics, provides medical marijuana delivery service in
San Luis Obispo County and supports safe access for medical patients, including delivery to and
brick and mortar dispensaries in Morro Bay.

Eric Powers, CEO of Megan’s Organic Market, an organic cultivator and retail service, offered to
answer questions, if needed.

Adam Pinterits of Ethnobotanica, a medical collective with patients across San Luis Obispo
County, provided an information binder to the Council and offered to remain available to answer
questions after the meeting

Rich Besco, driver for Ethnobotanica, spoke in support of medical and recreational marijuana use
and asked the Council to have an open mind and consider all options.

Lindsay Schuban, Ethnobotanica, spoke in support of recreational and medical cannabis and
shared the positive impact and need in our society.
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Rigmor, Morro Bay, shared the positive impact medical marijuana has had on her friends and
family members.

Megan of Megan’s Organic Market, an organic commercial cannabis cultivator and retail delivery
service, has been in operation four years and has 2,000 patients. She offered to answer
questions, if needed.

Marie Roth, President of San Luis Obispo Cannabis Business Association, stated the goal of this
non-profit association is to help the industry become legally compliant.

The public comment period was closed.
Assistant City Attorney, Chris Neumeyer, presented information for round table discussion by the

Council and staff (PowerPoint available here).
https://youtu.be/IsPIKAFHVYMQ?t=15m22s

Staff requested the Council consider possible further action on the following topics concerning
Proposition 64 and marijuana law:

e Personal marijuana cultivation (indoor and outdoor);

e Personal marijuana use;

¢ Commercial marijuana operations (medical and recreational) which include dispensaries,
cultivation sites, testing, manufacturing and delivery; and

e Marijuana taxation and fees.

Staff encouraged the Council consider definite further action to address the following issues which
involve loss of local control if no action is taken:

¢ Regulation of indoor personal marijuana cultivation;

e Before January 1, 2018 determine whether to regulate or ban commercial marijuana
operations which otherwise will be eligible for state licenses; and

o Before January 1, 2018 determine whether marijuana deliveries into the City, from lawful
operations outside the City will be allowed or prohibited.

Following the presentation, the Council directed staff begin outreach with a community survey,
conduct multiple community workshops divided by subject matter, then bring that community input
back to Council. The proposed timeline was to allow six weeks for survey input, conduct
workshops over the next two months, then report to Council.

The Council voted 5-0 to appoint Council Members Davis and McPherson to a marijuana
subcommittee to review survey materials and provide input during the outreach process.

The Mayor reopened Public Comment:
https://youtu.be/IsPIKAFHVYMQ?t=2h3m7s

Rick Morse, Medmar Clinic, stated there is a substantial difference between medical and
recreational marijuana.

Adam Pinterits, Ethnobotanica, appreciated the discussion and suggested revenue might be
considered a priority.

2
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Eric Powers, Megan’s Organic Market, discussed testing procedures, energy requirements for
indoor gardens, and suggested rather than a lottery or first come first served, the City develop a
selection process for choosing which businesses operate in the City

Cindy Gonzalez, Elite Care California, shared information regarding her business and the
industry.

ADJOURNMENT
The meeting adjourned at 6:21 p.m.

Recorded by:

Dana Swanson
City Clerk

3
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AGENDA NO: A-2
MINUTES - MORRO BAY CITY COUNCIL
SPECIAL MEETING — MARCH 14, 2017 MEETING DATE: March 28, 2017
VETERANS MEMORIAL HALL

209 SURF STREET - 3:30 P.M.

PRESENT: Jamie lrons Mayor
Robert Davis Council Member
Matt Makowetski Council Member
Marlys McPherson Council Member
ABSENT: John Headding Council Member
STAFF: Dana Swanson City Clerk

ESTABLISH QUORUM AND CALL TO ORDER
Mayor Irons established a quorum and called the meeting to order at 3:38 p.m. with all but Council
Member Headding present.

PUBLIC COMMENT
Mayor Irons opened the public comment period for items on the agenda; seeing none, the public
comment period was closed.

SPECIAL MEETING AGENDA ITEM:

ADVISORY BOARD INTERVIEWS

a. Tourism Business Improvement District Advisory Board for two openings:
i. One current vacancy for the remainder of a term ending 1/31/19
(Member-at-large)
ii. One current vacancy for the remainder of a term ending 1/31/21
(Hotelier Member-at-large)

b. Citizens Transportation Advisory Committee (CTAC) for one opening:
i. One appointee to the CTAC countywide advisory board for a term to be
determined

c. Public Works Advisory Board interviews for one opening:
i. One current vacancy for the remainder of a term ending 1/31/21

d. Citizens Oversight & Citizens Finance Committee interviews for two openings:
i. One current vacancy for a term ending 1/31/19
ii. One current vacancy for a term ending 1/31/22

Clerk Swanson announced Peter Hagen was unable to attend interviews for medical reasons and
explained the Council Policies provide the option to make a motion to consider his application.
No motion was made.

The following applicants were interviewed to fill two (2) current vacancies on the Tourism
Business Improvement District (TBID) Advisory Board: Amanda Birdsong and Sean Green were
considered for the Community Member-at-Large position and Steven Allen was considered for
the Hotelier Member-at-Large position. Following interviews, the Council voted by written ballot
and Ms. Swanson read the results. Mr. Green received three votes (Davis, Makowetski,
McPherson) and Ms. Birdsong received one vote (Irons). Mr. Green appointed to the TBID
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Member-at-Large position for a term ending January 31, 2019. Mr. Allen received four votes and
was appointed to the TBID Hotelier Member-at-Large position for a term ending January 31, 2021
(Irons, Davis, Makowetski, McPherson).

The Council discussed establishing a set term for the City’s appointee to the San Luis Obispo
County Citizens Transportation Advisory Committee (CTAC).

MOTION: Council Member McPherson moved the Council establish a 4-year term ending
January 31, 2021, for the City’s appointee to the CTAC. The motion was seconded
by Council Member Davis and carried 4-0-1 with Council Member Headding
absent.

The following applicants were interviewed to fill a current vacancy as the City’s appointee to the
CTAC: James Costanzo, Walter Heath, Malcolm McEwen and Chuck Spagnola. Following
interviews, the Council voted by written ballot and Ms. Swanson read the results. Mr. Spagnola
received three votes (Davis, Makowetski, McPherson) and Mr. Costanzo received one vote
(Irons). Mr. Spagnola and was appointed to the CTAC for a term ending January 31, 2021.

The following applicants were interviewed to fill a current vacancy on the Public Works Advisory
Board (PWAB): Chris Erlendson, Walter Heath and Malcolm McEwen. Following interviews, the
Council voted by written ballot and Ms. Swanson read the results. Mr. Erlendson received two
votes (Irons, Makowetski), Mr. Heath received one vote (McPherson), and Mr. McEwen received
one vote (Davis). Mr. Erlendson was appointed to the PWAB for a term ending January 31, 2021.

Council Member Davis requested the Clerk Swanson read the Council Policies & Procedures
section regarding serving on multiple boards. Ms. Swanson read the following into the record:

Morro Bay Council Policies & Procedures Subsection 6.6.2.4

As a general policy, an applicant shall not be appointed to serve on more than one
aadvisory board, except that a member may also serve on one technical or special-purpose
committee at the same time. If appointed to another committee, then he/she will be
expected to resign from one board upon being appointed to another.

The Council acknowledged exceptions had been made in the past to allow residents to serve on
more than one advisory board when there were very few applicants; however, given the number
of applications received, the Council would not make an exception at this time.

Mr. Reisner and Mr. Erlendson excused themselves. Ms. Swanson announced Jean Johnson
submitted a letter withdrawing herself from the process earlier in the day.

The following applicants were interviewed to fill current vacancies on the Citizens Oversight &
Citizens Finance Committee: Dawn Addis, Homer Alexander, Walter Heath, John Martin and
Malcolm McEwen. Following interviews, the Council voted by written ballot and Ms. Swanson
read the results. Ms. Addis received three votes (Irons, Makowetski, McPherson) and Mr.
Alexander received one vote (Davis). Ms. Addis was appointed to fill the current vacancy for a
term ending January 31, 2022. Mr. Heath received two votes (Davis, Makowetski), Mr. Alexander
received one vote (McPherson) and Mr. Martin received one vote (Irons). Mr. Heath was
appointed to fill the current vacancy for a term ending January 31, 2019.

2
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ADJOURNMENT

The meeting adjourned at 5:28 p.m.

Recorded by:

Dana Swanson
City Clerk

3
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING — MARCH 14, 2017

VETERAN'S MEMORIAL HALL - 6:00 P.M.

PRESENT: Jamie Irons
Robert Davis
John Headding
Matt Makowetski

Marlys McPherson

STAFF: Dave Buckingham
Joe Pannone
Dana Swanson
Ikani Taumoepeau
Craig Schmollinger
Rob Livick
Scot Graham
Jody Cox
Steve Knuckles
Eric Endersby

ESTABLISH QUORUM AND CALL TO ORDER

AGENDA NO: A-3
MEETING DATE: March 28, 2017

Mayor

Council Member
Council Member
Council Member
Council Member

City Manager

City Attorney

City Clerk

Deputy City Manager

Finance Director

Public Works Director

Community Development Director
Acting Police Chief

Fire Chief

Harbor Director

The meeting was called to order at 6:02 p.m., with all members present.

MOMENT OF SILENCE
PLEDGE OF ALLEGIANCE

RECOGNITION
https://youtu.be/rinRVyuS578?t=1m49s

The City Council, City Manager and Harbor Director recognized Becka Kelly, Jeremiah Jacobs,
Marcos Green and Michael Talmadge, who were recently recognized by the Wake of Fame for

excellence in personal watercraft rescue.

CLOSED SESSION REPORT — No Closed Session Meeting was held.

MAYOR AND COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
CITY MANAGER REPORTS, ANNOUNCEMENTS & PRESENTATIONS

PRESENTATIONS — None

PUBLIC COMMENT
https://youtu.be/rinRVyuS578?t=31m36s

Paul and Kelly Boisclair, Morro Bay residents and owner of The Siren, provided the business spot.
They purchased and renovated the property at Harbor and Main Streets (formerly Happy Jacks),
and have been well received since opening. They expressed appreciation for the City’s support
and responsiveness.

Norma Wightman, Morro Bay, asked that as the City seeks to increase revenue, to keep in mind
the importance of protecting City’s natural environment as a unique attraction for visitors.

CC 3.28.17 Page 13 of 117


https://youtu.be/rlnRVyuS578?t=1m49s
https://youtu.be/rlnRVyuS578?t=31m36s

Jeff Heller, Morro Bay resident and member of the General Plan Advisory Committee, expressed
concern about the potential cost of the water reclamation facility and suggested the City put the
project on hold, create an executive committee to inspect the documents in place, and go back to
Coastal Commission to see if it's possible to leave the plant at or near the existing plant.

The public comment period was closed.

A. CONSENT AGENDA
https://youtu.be/rinRVyuS578?t=41m44s

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

A-1  APPROVAL OF MINUTES FROM THE FEBRUARY 14, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-2  APPROVAL OF MINUTES FROM THE FEBRUARY 21, 2017 SPECIAL CITY COUNCIL
MEETING — WORK SESSION; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-3  APPROVAL OF MINUTES FROM THE FEBRUARY 28, 2017 CITY COUNCIL SPECIAL
MEETING; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-4  APPROVAL OF MINUTES FROM THE FEBRUARY 28, 2017 CITY COUNCIL MEETING,;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

MOTION: Council Member Davis moved the Council approve Items on the Consent Agenda.
The motion was seconded by Council Member McPherson and carried
unanimously, 5-0.

By City Policy, Public hearing item s cannot begin until 7:00. There was Council consensus to
hear Item C-1 next.

C. BUSINESS ITEMS

C-1 ADOPTION OF PERSONNEL RULES & REGULATIONS; EMPLOYER-EMPLOYEE
RELATIONS POLICY; POLICY PROHIBITING HARASSMENT, DISCRIMINATION AND
RETALIATION; AND DRUG-FREE WORKPLACE POLICY; (ADMINISTRATION)
https://youtu.be/rinRVyuS578?t=42m57s

City Clerk Swanson presented the staff report and responded to Council inquiries.

The public comment period for Item C-1 was opened; seeing none, the public comment period
was closed.

MOTION: Council Member Headding moved the Council approve the Personnel Rules &
Regulations and other related policies by adopting the following: Resolution No.
07-17 rescinding Resolutions No. 46-74, 34-83, 127-89, 46-95, 90-98, 21-04, 58-

2
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04 and 26-05 and establishing Personnel Rules & Regulations for full-time City
Employees; Resolution No. 08-17 rescinding Resolution No. 74-69 and
establishing Employer-Employee Relations; Resolution No. 09-17 adopting a
Policy Prohibiting Harassment, Discrimination, and Retaliation, and Resolution No.
10-17 adopting a Drug-Free Workplace Policy. The motion was seconded by
Council Member McPherson and carried unanimously, 5-0.

The Council took a short recess at 6:55 p.m. The meeting reconvened at 7:04 p.m.

B. PUBLIC HEARINGS

B-1 ADOPTION OF URGENCY ORDINANCE NO. 610 AND INTRODUCTION OF
ORDINANCE NO. 611, REAUTHORIZING THE PUBLIC, EDUCATIONAL AND
GOVERNMENTAL (PEG) ACCESS CHANNEL FEE; (CITY ATTORNEY)
https://youtu.be/rinRVyuS578?t=55m35s

City Attorney Pannone presented the staff report and responded to Council inquiries.

The public comment period for ltem B-1 was opened; seeing none, the public comment period
was closed.

MOTION: Council Member Makowetski moved the Council adopt, after reading by title only
and with further reading waived, Urgency Ordinance No. 610: An Uncodified
Urgency Ordinance of the City of Morro Bay, California, Reauthorizing the Public,
Educational and Governmental (PEG) Access Channel Fee; and introduce, for
first reading by title only and with further reading waived, Ordinance No. 611: An
Uncodified Ordinance of the City of Morro Bay, California, Reauthorizing the
Public, Educational and Governmental (PEG) Access Channel Fee to be amended
to correct references to Charter, not AT&T. The motion was seconded by Council
Member Headding and carried unanimously, 5-0.

C. BUSINESS ITEMS

C-2 COUNCIL GUIDANCE FOR FISCAL YEAR 2017-18 BUDGET COMPILATION;
(FINANCE)
https://youtu.be/rinRVyuS578?t=1h2m48s

Finance Director Schmollinger presented the staff report and responded to Council inquiries.

The public comment period for ltem C-2 was opened; seeing none, the public comment period
was closed.

The Council discussed the staff recommendation to cut $650,000 from the budget over the next
three years, with $250,000 in FY 17/18 from the Project Accumulation and Capital Improvement
Funds. Council Member Headding recommended a more aggressive cost reduction plan to
produce a minimum of $650,000 per year without touching the accumulation funds.

There was support for the 3-year timeline targeting $650,000 in cuts, with year one potentially
from the Project Accumulation and Capital Improvement Plan. Staff will bring a list of budget
options with prioritized list of cuts that may be considered during the upcoming budget meetings
for this and future years.

MOTION: Council Member McPherson moved the Council direct staff to address financial
concerns identified in the 10-year budget forecast by finding $650,000 in cuts over

3
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the next three years, with $250,000 in FY 17/18 to include $150,000 from Project
Accumulation and $100,000 from Capital Replacement, with the stipulation the City
quickly address years 2 and 3 budget cuts of $400,000 with options presented to
Council. The motion was seconded by Council Member Davis.

Council Member Headding opposed the motion as it was insufficient to address the $4 million
budget gap for streets, facilities, personnel costs and CalPERS issues in the future.

The motion carried 4-1 with Council Member Headding voting no.

D. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS
https://youtu.be/rinRVyuS578?t=3h8m5s

Council Member Headding requested an update on the City’s Tourism Division and the SLO
County Tourism Marketing District. There was full Council support for this item.

E. ADJOURNMENT

The meeting adjourned at 9:17 p.m. The next Regular Meeting will be held on Tuesday, March
14, 2017 at 6:00 p.m. at the Veteran’s Memorial Hall located at 209 Surf Street, Morro Bay,
California.

Recorded by:

Dana Swanson
City Clerk

4
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AGENDA NO: A-4

MINUTES — MORRO BAY CITY COUNCIL MEETING DATE: March 28, 2017
SPECIAL CLOSED SESSION MEETING —

MARCH 15, 2017
CITY HALL CONFERENCE ROOM-6:00 P.M.

PRESENT: Jamie lrons Mayor
Robert Davis Council Member
John Headding Council Member
Matt Makowetski Council Member
Marlys McPherson Council Member
STAFF PRESENT: Dave Buckingham City Manager
Joe Pannone City Attorney

ESTABLISH QUORUM AND CALL TO ORDER — A quorum was established and the meeting
was called to order with all members present.

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

CLOSED SESSION PUBLIC COMMENT - Mayor Irons opened the meeting for public comment
for items only on the agenda; seeing none, the public comment period was closed.

The City Council moved to Closed Session and heard the following item:

CS-1 PUBLIC EMPLOYEE PERFORMANCE EVALUATION
Title: City Attorney

RECONVENE IN OPEN SESSION - The City Council reconvened in Open Session. The
Council did not take any reportable action pursuant to the Brown Act.

ADJOURNMENT
The meeting adjourned at 7:23 p.m.

Recorded by:

Dana Swanson
City Clerk
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AGENDA NO: A-5

MEETING DATE: March 28, 2017

A PROCLAMATION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY
DECLARING APRIL 2017 AS “MONTH OF THE CHILD”
AND “CHILD ABUSE PREVENTION MONTH”

CITY COUNCIL
City of Morro Bay, California

WHEREAS, the Morro Bay City Council recognizes that every moment in a child's life is
an opportunity for that child to learn, that the quality of these experiences may determine
whether a child succeeds in school and in life, and that all children need caring and loving adults
in their lives; and

WHEREAS, April - “Month of the Child” and “Child Abuse Prevention Month” — mark a
time to recognize that our community’s children are precious assets, that the quality of their
early years is our collective responsibility, and that we commit ourselves to ensuring that each
and every child experiences a high quality early environment — at home, at child care, at school,
and in the community — that will promote their optimal development; and

WHEREAS, Friday April 7, 2017, has been named a countywide “Wear Blue Day” to
raise awareness about the many children in our midst who suffer daily from abuse and neglect,
and to pledge support for strategies that strengthen families and protect our young ones; and

WHEREAS, Saturday, April 8, 2017, will commemorate the “Day of the Child” at the 39"
Annual Children’s Day in the Plaza celebration from 10:00am to 3:00pm in the San Luis Obispo
Mission Plaza; this year’s celebration where children and families will have the opportunity to
discover creativity, individuality, diversity, and the arts while exploring community resources;
and

WHEREAS, a variety of other events honoring Month of the Child will provide an
opportunity to acknowledge the dedication of individuals and organizations to improve the lives
of children and youth in our county, and raise the awareness of the community, employers, and
elected officials of the need to improve the quality, availability, and accessibility of programs
supporting children; and

WHEREAS, in this caring and connected county, we will, including and beyond the
Month of the Child, continue to dedicate our efforts and our resources to investing in our
community’s future by investing in and supporting our community’s children and youth; and may
we remember to listen to and watch the children around us, to have patience and to allow them
the opportunity to enjoy the journey of childhood, as exemplified in the San Luis Obispo County
Children’s Bill of Rights.

NOW, THEREFORE, the Morro Bay City Council is proclaiming April 2017 as the "Month
of the Child", and “Child Abuse Prevention Month” and April 8, 2017 as “Day of the Child”.

IN WITNESS WHEREOF | have hereunto
set my hand and caused the seal of the City
of Morro Bay to be affixed this 28" day of
March, 2017.

JAMIE L. IRONS, MAYOR
City of Morro Bay, California
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AGENDA NO: A-6

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and Council Members DATE: March 22, 2017

FROM: Craig Schmollinger, Finance Director/City Treasurer

SUBJECT: Adoption of Resolution No. 12-17 Authorizing Fiscal Year 2016-17 Budget
Amendments

RECOMMENDATION

Council adopt Resolution No. 12-17 authorizing amendments to the City’s Fiscal Year (FY) 2016/17
amended budget.

DISCUSSION

On February 14, 2017, the City Council reviewed the Mid-Year Budget figures for FY2016/17, and
approved staff's recommended budget amendments by passing Resolution No. 06-17. At that time,
known needed/requested revisions to the budget were noted for approval; however, since that time,
several additional amendments have been needed for the items identified below.

Vehicle Purchase

During the current FY, the City sold two surplus pieces of equipment, with $38,000 in revenue being
received that was not budgeted for. That equipment consisted a 1979 Caterpillar Motor Grader,
and a 2008 Asphalt Zipper. The consolidated maintenance division has indicated there is not a
current need to replace this equipment, and a more pressing need exists to replace a maintenance
truck that the City no longer has in its Fleet. This truck will allow City crews to more expeditiously
respond to issues/service calls, perform work duties independently, and better meet the needs of
both internal and external clients.

The request is to allocate $38,000 in un-anticipated revenue to the purchase of the truck, with the
required budget amendments made to the Vehicle Replacement Fund (050) to account for this
purchase/receipt of revenue.

Measure Q “District Transaction Tax”

During the FY 2016/17 Mid-Year update presentation, Citizen’s Oversight/Finance Advisory
Committee (CFAC) Chairperson Barbara Spagnola gave a presentation on the CFAC groups review
of “Measure Q" expenditures for the FY 2015/16 year (the City’s V2 cent sales tax measure, known
as a district transaction tax). During CFAC review, the group recommended Council authorize the
allocation of $55,448 to supplemental street funding work. The $55,448 represents the difference
between budgeted carryforward balance from last year (FY 2015/16) to the current year (FY
2016/17), and actual amounts available for carryforward. When the budget is compiled each year
in the spring, carryforward revenue balances are estimated as these amounts will not be known
until generally late fall. Given this timing difference, coupled with a similar scenario where total
estimated expenditures are estimated before year end (June 30) for budget compilation purposes,
an additional $55,448 of Measure Q money is available for appropriation.

This CFAC recommended and staff supported request is to allocate this $55,448 of Measure Q
money to supplemental street paving work this FY.

Prepared by: CS Dept Review: _ CS 1
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Water Reclamation Facility (WRF)

Also noted during the FY 2016/17 Mid-Year Budget presentation was the need to move all
budgeted WREF related revenues and expenditures out of the Fund utilized to account for current
Waste Water Treatment Plant operations for the City of Morro Bay/Cayucos Sanitary District jointly
owned facility (599 Fund). This requirement was made clear by the City’s auditors this past winter,
so actual expenses have already been moved over from the 599 fund to the WRF “Department”
budget in the Sewer Operating Fund (321 Fund). This current request will satisfy the Auditor's
requirements, ensure accounting for the WRF project remains separate and distinct from other
sewer activities (e.g. in its own “Department”, Department 8312), and is a simple transfer of
previously approved budgeted revenues and expenditures.

The net result of this request is no increase in revenues and expenditures approved for this FY;
rather moving where these revenues/expenditures are budgeted.

Coastal Commission Grant

In 2016, Council authorized staff to submit a grant application for the round three Coastal
Commission grant. The application was successful and the City received notice of the $200K grant
award in August 2016, followed by execution of the grant agreement in March 2017. This funding is
intended to be utilized for the General Plan/Local Coastal Program/Zoning Code Update, and will
help defray the City’s cost of completing the project.

The requested budget amendment is needed to account for the $200K in Coastal Commission
grant revenue received, as well as anticipated expenditures of a like amount. This is a simple
cleanup item to account for these currently unbudgeted revenues/expenditures, while assuring we
address previous year audit findings relating to some departments having greater actual
expenditures than approved budgeted expenditures at year end.

ALTERNATIVES

The Council can choose to not approve one or all the requested amendments, or choose to allocate
the supplemental Measure Q or vehicle purchase funding to another source. If Council decides not
to approve the Coastal Commission amendment, there could be a risk of project delay or need to
return the noted $200K. If Council decides not to move forward with the WRF budget amendment,
there could be audit findings in the current year relating to not addressing the auditor’s
requirements.

ATTACHMENT
Resolution No. 12-17 Approving Amendments to the FY 2016/17 Operating and Capital Budgets

2|Page
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RESOLUTION NO. 12-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,
AUTHORIZING AMENDMENT TO THE CITY’S 2016/17
OPERATING AND CAPITAL BUDGETS

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay is required to appropriate and expend public funds to conduct
its day-to-day business activities; and

WHEREAS, the City Council adopted the original Operating and Capital Improvement Budgets
on June 14, 2016, by Resolution No. 47-16; and

WHEREAS, the City Council amended the original Operating and Capital Improvement Budgets
on February 14, 2017, by Resolution No. 06-17; and

WHEREAS, the City Council deems it necessary to further amend said budgets.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay, California,
that the operating budgets of the City of Morro Bay are amended by the additional revenues and
expenditures, as shown on the attached schedules.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular meeting
thereof held on the 28" day of March 2017, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor
ATTEST:

DANA SWANSON, City Clerk
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2016/17 Budget Adjustments - March 28, 2017 Agenda Item
Resolution Exhibit A

Fund/Department

WRF Budget Amendments

2016/17 Budget

Revenues Account # Description Current Proposed Change

MB/CS Waste Water Treatment Plant Relocation ~ 599-5255-3499  Other Revenue/Current Service Revenues $8,333,856  $2,387,051 $ (5,946,805)

Sewer Fund /Waste Water Treatment Plant Relocation 321-7710-3499  Other Revenue/Current Service Revenues S - S 5,946,805 S 5,946,805

| Total $8,333,856 $ 8,333,856 S -

Expenditures

MB/CS Waste Water Treatment Plant Relocation  599-8312-6105  Consulting Services $3,546,605 S - S (3,546,605)

MB/CS Waste Water Treatment Plant Relocation = 599-8312-6106 Contractual Services $2,400,000 S - S (2,400,000)

Sewer Fund /Waste Water Treatment Plant Relocation 321-8312-6105  Consulting Services S - S 3,546,605 S 3,546,605

Sewer Fund /Waste Water Treatment Plant Relocation 321-8312-6106  Contractual Services S - S 2,400,000 S 2,400,000
Total $5,946,605 S 5,946,605 S -

Remaining Budget Amendments

Revenues

Gen. Gov. Vehicle Replacement/Public Works 050-1111-3990 Other Misc. Revenues SO $38,000 $ 38,000

Capital Projects -Community Development Grants  915-8700-3371 State Grant Public Service SO $200,000 S 200,000

Sales Tax Measure Q/Interfund Transactions 003-9614-XXXX Use of Fund Balance From FY 2015/16 Unexpended Funds S0 555,448 S 55,448
Total S0 $293,448 $293,448

Expenditures

Capital Projects -Community Development Grants  915-8700-6106 Contractual Services SO $200,000 S 200,000

Gen. Gov. Vehicle Replacement/Public Works 050-5205-7202 Trucks $70,000 $108,000 $ 38,000

Sales Tax Measure Q/Pavement Management Plan 003-9614-6106 Contractual Services $982,328 $1,037,776 S 55,448
Total $1,052,328 $1,345,776 $293,448
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AGENDA NO: A-7

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: March 14, 2017
FROM: Eric Endersby, Harbor Director

SUBJECT: Adoption of Resolution No. 13-17, Authorizing the City of Morro Bay to Enter
Into a $250,000 Boat Launching Facility Grant Agreement with the Division of
Boating and Waterways

RECOMMENDATION

Staff recommend the City Council approve Resolution No. 13-17, authorizing the City Manager to
execute the attached $250,000 grant agreement #C4128033 with the Division of Boating and
Waterways for the first phase (design, engineering and permitting) of a ~$1.7 Million grant-funded
Boat Launching Facility (BLF) rehabilitation project.

ALTERNATIVES
The City Council could opt to not approve this resolution and BLF grant acceptance.

FISCAL IMPACT
No direct fiscal impacts anticipated beyond staff time and ancillary administrative costs.

BACKGROUND

Morro Bay’s BLF was constructed decades ago with (then) California Department of Boating &
Waterways, now Division of Boating & Waterways (DBW) grant funding. In the early 1990’s, again
with DBW grant funding, our BLF underwent a major renovation and upgrade, including the current
fish cleaning station, Tidelands Park restroom and Tidelands side-tie dock. The City built Tidelands
Park at the same approximate time from a then-empty dirt lot.

In the early 2000’s, again with DBW funding, new boarding floats and pilings were installed, and the
approach piers to the old docks were removed to arrive at the current configuration.

Currently, the concrete ramp into the water is seriously eroded with missing chunks of concrete and
exposed rebar. The docks, while relatively intact, are also due for replacement and upgrade with
modern design and materials. In late 2013, staff began discussion with DBW to design and fund a
facility rehabilitation with the following elements:

Replacing the concrete ramp and boarding float abutments in their entirety,

Installing new boarding floats (pilings to remain),

Parking lot grind and overlay,

Replacing and covering the fish cleaning station, to include user protection from weather
and aggressive bird activity, and improved bird-proof fish carcass dumpster,
ADA-accessibility improvements to the entirety of the facility, including the public restroom,

PN~

o
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6. Potentially adding a low-freeboard kayak launching float separate from the main vessel
launching floats, and
7. New signage throughout.

The project was scoped and cost-estimated by DBW, which provided the backbone for the City’s
$1.734 Million application for grant funding the project under DBW’s BLF grant program. A concept
overview of the proposed project is included with this staff report as Attachment 1.

At their March 6, 2014, meeting, the Harbor Advisory Board reviewed the proposed project concept
and gave it their unanimous support, including providing some specific project comment details that
will be considered in the design phase.

In June, 2016, DBW informed staff $250,000 of Morro Bay’s BLF application funding was in the
Governor’s budget, and slated to be approved by the DBW Commission in February, 2017. A copy
of DBW'’s letter to the City on this account is included with this staff report as Attachment 2.

In January of this year, DBW staff began working with City staff on the requirements and logistics of
accepting the grant, including the scheduled DBW Commission hearing, now slated for April 4-5,
information needed for the feasibility report and coordinating an on-site meeting with a DBW
Commissioner to view the proposed project area. Those works are ongoing.

DISCUSSION

This $250,000 grant is for the first phase of the project, specifically, for design to the approximately
60% level, and obtaining necessary permits. Once design is at 60%, we will be in a position to
determine an accurate working project cost, and apply for the final design, construction and
management costs in a second, and final, grant. That second grant could come in the 2017/2018
Fiscal Year, or the 2018/2019 Fiscal Year, depending on the Governor’s budgeting.

CONCLUSION

The project will go through the City’s Planning Commission/City Council and other permitting as
necessary steps in public and CEQA review processes, with opportunities to comment and make
changes to the specific design and other elements as-appropriate.

In order to continue with this grant-funded opportunity from DBW to rehabilitate Morro Bay’s BLF,
staff recommend the City Council approve Resolution No. 13-17 as-proposed, which will enable the
City to enter into the attached grant agreement and follow-on design, permitting and construction
steps.

ATTACHMENTS

1. DBW-produced BLF renovation concept overview plan.

2. June, 2016 letter from DBW notifying the City of the grant funding approval.
3. Morro Bay BLF grant and associated paperwork.

4. Proposed Resolution No. 13-17
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Attachment 1
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AGENDA NO: A-7
ATTACHMENT: 4

MEETING DATE: March 28, 2017

RESOLUTION NO. 13-17

RESOLUTION OF THE CITY COUNCIL
OF CITY OF MORRO BAY, CALIFORNIA
AUTHORIZING THE CITY TO ENTER INTO
GRANT AGREEMENT #C4128033
WITH THE STATE OF CALIFORNIA,
DIVISION OF BOATING & WATERWAYS
IN THE AMOUNT OF $250,000 FOR A REHABILITATION
PROJECT OF THE MORRO BAY BOAT LAUNCHING FACILITY

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay in 2014 applied for a $1,734,220 grant from the
Division of Boating & Waterways (DBW) under their Boat Launching Facility (BLF) grant
program; and

WHEREAS, the Governor of the State of California included $250,000 in the state
FY 2016/2017 budget for the first phase of the City of Morro Bay’s BLF grant project,
subject to DBW Commission approval; and

WHEREAS, the DBW Commission is scheduled to consider approval of Morro
Bay’s first phase BLF grant at their April 4-5, 2017 meeting.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro
Bay, California as follows:

1. The City of Morro Bay is hereby authorized to enter into BLF grant agreement
#C4128033 with DBW for the first phase of Morro Bay’s BLF project.

2. City Manager David W. Buckingham is hereby authorized to execute the grant
agreement.

3. Harbor Director Eric Endersby is hereby authorized to act as the City’s agent in
regard to all aspects of the grant agreement.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular
meeting thereof held on the 28th day of March, 2017 on the following vote:

AYES:
NOES:
ABSENT:

Jamie L. Irons, Mayor
ATTEST:

Dana Swanson, City Clerk
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AGENDA NO: A-8

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: March 15, 2017
FROM: Eric Endersby, Harbor Director

SUBJECT: Adoption of Resolution No. 14-17 Authorizing Execution of a Deed of Trust for
the Lease Agreement on Lease Site 144/144W (Morro Bay Oyster Company, LLC
1287 Embarcadero)

RECOMMENDATION

Staff recommends the City Council adopt Resolution No. 14-17 authorizing the Mayor to execute a
Deed of Trust for Lease Site 144/144W with Morro Bay Oyster Company, LLC (MBOC), and Cihan
Corporation, a California Corporation, for a small loan to cover operating expenses at Lease Site
144/144W, located at 1287 Embarcadero.

ALTERNATIVES
Do not approve Resolution No. 14-17 for approval of a Deed of Trust on the lease site. This action
could, however, potentially jeopardize the continued operations of MBOC through the wet season.

FISCAL IMPACT
There is no fiscal impact to this action.

BACKGROUND
On January 13, 2015, the City Council approved the Assignment and Assumption of Lease Site
144/144W to MBOC from M&M Refrigeration.

On June 28, 2016, the City Council approved a new 30-year Master Lease Agreement for Lease Site
144/144W, which could be extended to 50 years with certain improvements to the site. The new
lease and its requirements will bring the site to fuller utilization, provide for potential increased
revenues to the City due to addition of retail sales of commercial aquaculture and seafood products,
as well as support the commercial aquaculture and fishing industry in Morro Bay.

City leaseholders may use their leasehold interest and improvements as security collateral for loans,
provided said loans are used for leasehold improvements or uses. Nearly all City leases, including
this one, require City Council approval for securitizing the leasehold or improvements. This is typically
accomplished with Council approval by resolution of a Deed of Trust, which deed is subject to certain
City-approved conditions.

DISCUSSION
Due to abnormally heavy rains this year, MBOC was closed to selling product continuously since

Prepared By: EE Dept Review: EE
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October of 2016. MBOC is requesting approval of a Deed of Trust to Cihan Corporation, a California
Corporation, as security for a small, short-term loan to cover their operating expenses during the
prolonged rainfall closure.

MBOC is in the final stages of completing and getting operational a “wet storage” tank system on the
lease site where oyster product can be harvested prior to or during rainfall periods and stored in
isolation from the bay, thus ensuring marketable product through rainy periods. Funds are needed
to cover payroll expenses as well as lab fees that will be incurred during the validation process for
the “wet storage” tank system, the final step to get the system up and running.

CONCLUSION
Staff recommends the City Council adopt Resolution No. 14-17 approving the Deed of Trust as
presented to enable continued operation of MBOC thought this unusually rainy winter.

ATTACHMENTS
1. Resolution No. 14-17
2. Cihan Corporation Deed of Trust for Lease Site 144/144W
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AGENDA NO: A-8
ATTACHMENT: 1
MEETING DATE: March 28, 2017

RESOLUTION NO. 14-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
CONSENTING TO THE ENCUMBRANCE, WITH A DEED OF TRUST, OF THE LEASE
AGREEMENT BETWEEN THE CITY OF MORRO BAY AND
MORRO BAY OYSTER COMPANY, LLC, FOR LEASE SITE 144/144W LOCATED AT
1287 EMBARCADERO ROAD, MORRO BAY.

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay (“City”) is the lessor of property known as
Lease Site 144/144W located at 1287 Embarcadero (the “Lease Site”); and

WHEREAS, Morro Bay Oyster Company, LLC (“MBOC?”) is the current lessee of
the Lease Site, pursuant to that certain lease between City and MBOC (the “Lease”);
and

WHEREAS, MBOC is financing a small loan for its continued operating expenses
(the “Financing”); and

WHEREAS, MBOC'’s lender, Cihan Corporation, is requesting approval of a
subordinate deed of trust to secure the Financing using the Lease as security; and

WHEREAS, the City Attorney has reviewed and approved the attached deed of
trust.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro
Bay, California, the Deed of Trust, attached hereto as Exhibit A and to be recorded
against the Lease, is hereby approved and the Mayor is hereby directed to execute, as
necessary, a deed of trust, substantially similar to Exhibit A, and any other document
necessary thereto.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a
regular meeting thereof held on the 28th day of March, 2017, on the following vote:

AYES:
NOES:
ABSENT:

Jamie L. Irons, Mayor
ATTEST:

Dana Swanson, City Clerk

01181.0024/359751.1
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RECORDING REQUESTED BY
First American Title Company

AND WHEN RECORDED MAIL DOCUMENT TO:
Cihan Corporation

PO Box 790

Morro Bay CA 93443

Space Above This Line for Recorder’s Use Only

A.P.N.: File No.:

DEED OF TRUST WITH ASSIGNMENT OF RENTS
(LONG FORM)

THIS DEED OF TRUST, made this __ day of , 2017, between

TRUSTOR: Morro Bay Oyster Company, LLC
whose address is 1287 Embarcadero, Morro Bay, CA 93442
TRUSTEE: First American Title Company, a California Corporation

and BENEFICIARY: Cihan Corporation, a California Corporation

WITNESSETH: For valuable consideration, Trustor irrevocably grants, transfers and assigns to Trustee in trust,
with power of sale, for the benefit of Lender as Beneficiary, all of Trustor’s right, title, and interest in, to and
under the Lease described below (the “Lease”) of the following described real property, (the “Real Property”)
located in San Luis Obispo County, State of California:

Lease Site 144/144W
A copy of said Map is attached hereto as Exhibit A and made a part hereof by reference.

The Real Property or its address is commonly known as Lease Site 144/144W, 1287
Embarcadero, Morro Bay, CA 93442.

Trustor presently assigns to Lender (also known as Beneficiary in this Deed of Trust) all of Trustor’s right, title,
and interest in and to the Lease and any future leases of the Property approved by the City of Morro Bay
pursuant to the Lease (“Future Leases”) and all Rents from the Property generated by the Lease or any Future
Lease. This is an absolute assignment of Rents generated by the Lease or any Future Lease made in connection
with an obligation secured by real property pursuant to California Civil Code Section 2938

THIS DEED OF TRUST, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST IN
THE RENTS AND PERSONAL PROPERTY, IS GIVEN TO SECURE (A) PAYMENT OF THE INDEBTEDNESS
AND (B) PERFORMANCE OF ANY AND ALL OBLIGATIONS UNDER THE NOTE, THE RELATED
DOCUMENTS, AND THIS DEED OF TRUST.

01181.0024/241211.2 (Continued on Page 2)
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A. To protect the security of this Deed of Trust, Trustor agrees:

1) To keep said property in good condition and repair, not to remove or demolish any building
thereon; to complete or restore promptly and in good and workmanlike manner any building
which may be constructed, damaged or destroyed thereon and to pay when due all claims for
labor performed and materials furnished therefore, to comply with all laws affecting said property
or requiring any alterations or improvements to be made thereon, not to commit or permit waste
thereof; not to commit, suffer or permit any act upon said property in violation of law; to
cultivate, irrigate, fertilize, fumigate, prune and do all other acts which from the character or use
of said property may be reasonably necessary, the specific enumerations herein not excluding the
general.

2) To provide, maintain and deliver to Beneficiary fire insurance satisfactory to and with loss
payable to Beneficiary. The amount collected under any fire or other insurance policy may be
applied by Beneficiary upon indebtedness secured hereby and in such order as Beneficiary may
determine, or at option of Beneficiary the entire amount so collected or any part thereof may be
released to Trustor. Such application or release shall not cure or waive any default or notice of
default hereunder or invalidate any act done pursuant to such notice.

3) To appear in and defend any action or proceeding purporting to affect the security hereof or the
rights or powers of Beneficiary or Trustee; and to pay all costs and expenses, including cost of
evidence of title and attorney's fees in a reasonable sum, in any such action or proceeding in
which Beneficiary or Trustee may appear, and in any suit brought by Beneficiary to foreclose this
Deed.

4) To pay, at least ten days before delinquency all taxes and assessments affecting said property,
including assessments on appurtenant water stock; when due, all encumbrances, charges and
liens, with interest, on said property or any part thereof, which appear to be prior or superior
hereto; all cost, fees and expenses of this Trust

If Trustor fails to make any payment or to do any act as herein provided, then Beneficiary or
Trustee, but without obligation so to do and without notice to or demand upon Trustor and
without releasing Trustor from any obligation hereof, may; make or do the same in such manner
and to such extent as either may deem necessary to protect the security hereof, Beneficiary or
Trustee being authorized to enter upon said property for such purposes; appear in and defend
any action purporting to affect the security hereof or the rights or powers of Beneficiary or
Trustee; pay, purchase, contest or compromise any encumbrance, charge or lien which in the
judgment of either appears to be prior or superior hereto; and, in exercising any such powers,
pay necessary expenses, employ counsel and pay his reasonable fees.

5) To pay immediately and without demand all sums so expended by Beneficiary or Trustee, with
interest from date of expenditure at the amount allowed by law in effect at the date hereof, and
to pay for any statement provided for by law in effect at the date hereof regarding the obligation
secured hereby any amount demanded by the Beneficiary not to exceed the maximum allowed
by law at the time when said statement is demanded.

B. It is mutually agreed:

1) Any award in connection with any condemnation for public use of or injury to said property or
any part thereof is hereby assigned and shall be paid to Beneficiary who may apply or release
such moneys received by him in the same manner and with the same effect as above provided
for disposition of proceeds of fire or other insurance.

2) By accepting payment of any sum secured hereby after its due date, Beneficiary does not waive
his right either to require payment when due of all other sums so secured or to declare default
for failure so to pay.

01181.0024/241211.2 (Continued on Page 3)
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3) At any time or from time to time, without liability therefore and without notice, upon written
request of Beneficiary and presentation of this Deed and said note for endorsement, and without
affecting the personal liability of any person for payment of the indebtedness secured hereby,
Trustee may: reconvey any part of said property; consent to the making of any map or plat
thereof; join in granting any easements thereon, or join in any extension agreement or any
agreement subordinating the lien or charge hereof.

4) Upon written request of Beneficiary stating that all sums secured hereby have been paid, and
upon surrender of this Deed and said note to Trustee for cancellation and retention or other
disposition as Trustee in its sole discretion may choose and upon payment of its fees, Trustee
shall reconvey, without warranty, the property then held hereunder. The recitals in such
reconveyance of any matters or facts shall be conclusive proof of the truthfulness thereof. The
Grantee in such reconveyance may be described as "the person or persons legally entitled
thereto".

5) As additional security, Trustor hereby gives to and confers upon Beneficiary the right, power and
authority, during the continuance of these Trusts, to collect the rents, issues and profits of said
property, reserving unto Trustor the right; prior to any default by Trustor in payment of any
indebtedness secured hereby or in performance of any agreement hereunder, to collect and
retain such rents, issues and profits as they become due and payable. Upon any such default,
Beneficiary may at any time without notice, either in person, by agent, or by a receiver to be
appointed by a court, and without regard to the adequacy of any security for the indebtedness
hereby secured, enter upon and take possession of said property or any part thereof, in his own
name sue for or otherwise collect such rents, issues, and profits, including those past due and
unpaid, and apply the same, less costs and expenses of operation and collection, including
reasonable attorney's fees, upon any indebtedness secured hereby, and in such order as
Beneficiary may determine. The entering upon and taking possession of said property, the
collecting of such rents, issues and profits and the application thereof as aforesaid, shall not cure
or waive any default or notice of default hereunder or invalidate any act done pursuant to such
notice.

6) Upon default by Trustor in payment of any indebtedness secured hereby or in performance of
any agreement hereunder, Beneficiary may declare all sums secured hereby immediately due and
payable by delivery to Trustee of written declaration of default and demand for sale and of
written notice of default and of election to cause to be sold said property, which notice shall
cause to be filed for record. Beneficiary also shall deposit with Trustee this Deed, said note and
all documents evidencing expenditures secured hereby.

After the lapse of such time as may then be required by law following the recordation of said
notice of default, and notice of said having been given as then required by law, Trustee, without
demand on Trustor, shall sell said property at the time and place fixed by it in said notice of sale,
either as a whole or in separate parcels, and in such order as it may determine, at public auction
to the highest bidder for case in lawful money of the United States, payable at time of sale.
Trustee may postpone sale of all or any portion of said property by public announcement at such
time and place of sale, and from time to time thereafter may postpone such sale by public
announcement at the time fixed by the preceding postponement. Trustee shall deliver to such
purchaser its deed conveying the property so sold, but without any covenant or warranty,
express or implied. The recitals in such deed of any matters or facts shall be conclusive proof of
the truthfulness thereof. Any person, including Trustor, Trustee, or Beneficiary as hereinafter
defined, may purchase at such sale.

After deducting all costs, fees and expenses of trustee and of this Trust, including costs of
evidence of title in connection with sale, Trustee shall apply to proceeds of sale to payment of: all
sums expended under the terms hereof, not then repaid, with accrued interest at the amount
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allowed by law in effect at the date hereof; all other sums then secured hereby; and the
remainder, if any, to the person or persons legally entitled thereto.

7 Beneficiary, or any successor in ownership of any indebtedness secured hereby, may from time
to time, by instrument in writing, substitute a successor or successors to any Trustee named
herein or acting hereunder, which instrument, executed by the Beneficiary and duly
acknowledged and recorded in the office of the recorder of the county or counties where said
property is situated shall be conclusive proof of proper substitution of such successor Trustee or
Trustees, who shall, without conveyance from the Trustee predecessor, succeed to all its title,
estate, rights, powers and duties. Said instrument must contain the name of the original Trustor,
Trustee and Beneficiary hereunder, the book and page where this Deed is recorded and the
name and address of the new Trustee.

8) This Deed applies to, inures to the benefit of, and binds all parties hereto, their heirs, legatees,
devisees, administrators, executors, successors and assigns. The term Beneficiary shall mean the
owner and holder, including pledgees, of the note secured hereby, whether or not named as
Beneficiary herein. In this Deed, whenever the context so requires the masculine gender
includes the feminine and/or neuter, and the singular number includes the plural.

9) Trustee accepts this Trust when this Deed, duly executed and acknowledged, is made a public
record as provided by law. Trustee is not obligated to notify any party hereto of pending sale
under any other Deed of Trust or of any action or proceeding in which Trustor, Beneficiary or
Trustee shall be a party unless brought by Trustee.

10) Trustor requests that copies of the notice of default and notice of sale be sent to Trustor's
address as shown above.

Beneficiary requests that copies of notices of foreclosure from the holder of any lien which has
priority over this Deed of Trust be sent to Beneficiary's address, as set forth on page one of this
Deed of Trust, as provided by Section 2924(b) of the California Civil Code.

If the Trustor shall sell, convey or alienate said property, or any part thereof, or any interest therein, or shall be
divested of his title or any interest therein in any manner or way, whether voluntarily or involuntarily, without the
written consent of the Beneficiary being first had and obtained, then Beneficiary shall have the right, at its option,
except as prohibited by law, to declare any indebtedness or obligations secured hereby, irrespective of the
maturity date specified in any Note evidencing the same, immediately due and payable.

MORRO BAY OYSTER COMPANY, LLC

by: Neal Maloney
Its: Managing Member
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A notary public or other officer
completing this certificate verifies only
the identity of the individual who signed
the document to which this certificate is
attached, and not the truthfulness,
accuracy, or validity of that document.

STATE OF )SS
COUNTY OF )
On , before me, , Notary

Public, personally appeared

, who proved to me on the basis of satisfactory evidence to
be the person(s) whose name(s) is/are subscribed to the within instrument and acknowledged to me that
he/she/they executed the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on
the instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing paragraph is
true and correct.

WITNESS my hand and official seal.

Signature

This area for official notarial seal
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- DO NOT RECORD---

REQUEST FOR FULL RECONVEYANCE
To be used only when note has been pard.

To: First American Title Company, a California Corporation , Trustee Dated:

The undersigned is the legal owner and holder of all indebtedness secured by the within Deed of Trust. All sums secured by said Deed of Trust have
been fully paid and satisfied; and you are hereby requested and directed, on payment to you of any sums owing to you under the terms of said Deed
of Trust, to cancel all evidences of indebtedness, secured by said Deed of Trust, delivered to you herewith together with said Deed of Trust, to
reconvey, without warranty, to the parties designated by the terms of said Deed of Trust, the estate now held by you under the same.

Mail Reconveyance to:

By

By

NOTE: Signatures on this Request for Full Reconveyance must be notarized.

Do not lose or destroy this Deed of Trust OR THE NOTE which it secures.
Both must be delivered to the Trustee for cancellation before reconveyance will be made.
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AGENDA NO: A9

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: March 21, 2017
FROM: Mike Nunley, PE — Water Reclamation Facility (WRF) Program Manager
SUBJECT: WRF Program Update

RECOMMENDATION
Staff recommends City Council receive and file the status report of the WRF program.

ALTERNATIVES
No alternatives are recommended.

FISCAL IMPACT
No additional fiscal impact is proposed within this update. All work is proceeding within the City’s
project budget for the Water Reclamation Facility.

BACKGROUND
With the denial of the permit for the WWTP project in its current location, the City has embarked on
a process for a new WRF. This staff report provides the following:
o Review of what has occurred to date. See the list of major milestones or accomplishments
since the last update to WRFCAC below. This summary is typically provided each month.
e Update on program schedule

DISCUSSION
Accomplishments and Milestones
The City’s Program Management team and technical consultants performed the following tasks
since the February program update:
e Received and reviewed administrative draft report summarizing modeling results from GSI
Water Solutions, Inc.
e Completed administrative draft Master Reclamation Plan and submitted to City staff and
State Water Resources Control Board for review
¢ |Initiated rate study update with Bartle Wells Associates
Coordinated review of financing options by Kestrel Consulting for use in rate study
e Planned and attended preproposal meeting for WRF Lift Station and Pipelines Design
Engineering Services
Updated program schedule
e Completed the Draft Master Water Reclamation Plan

Program Schedule Update
FY 16/17 activities are primarily planning, permitting, and procurement of consultants for elements
of the Phase | WRF. Specific objectives include completion of the Facility Master Plan, Master

Prepared By: __MN Dept Review:

City Manager Review: City Attorney Review:
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Reclamation Plan, initial review and procurement activities for the design-build team, preliminary
design, technical studies and initial drafts of the Environmental Impact Report, and procurement of
the State Revolving Fund Planning and Design Loan.

The anticipated schedule for significant milestones and Council decisions is summarized below and
all critical path efforts are on schedule. An updated program schedule is attached.

Item Date

Public Release Draft Master Water Reclamation Plan and on this | March 21, 2017
Council Agenda as a Separate Item

Confirmation of Phase | and Phase Il WRF Budget April 2017
Council Selection and Award for Phase | WRF Offsite | April 2017
Improvements (Lift Station and Pipelines)

RFQ for Design/Construction of Phase | WRF Onsite | June 2017
Improvements

Release of Public Draft EIR August 2017
RFP for Design/Construction of Phase | WRF Onsite | October 2017
Improvements

Certification of Final EIR (Critical Timeline for Grant Pursuit) November 2017
Completion of acquisition of preferred site December 2017
Negotiation/Award of Contract for Phase | WRF Onsite | May 2018
Improvements

Award of Contract for Construction of Phase | Offsite | April 2019
Improvements (Lift Station and Pipelines)

Completion of Phase | WRF Improvements May 2021

Second Quarter 16/17 Summary

A budget update for the second quarter of fiscal year 2016/17 (2Q16/17) has been prepared. It
should be noted that the final consultant invoices and charges through December 31 of FY
16/17 have not all been received and approved by City staff.

As discussed in prior meetings, MKN and City staff developed a budget and expense report
format with input from the WRFCAC Financial Subcommittee. The summary is attached, and
includes all City expenses (including staff time with benefits, copies, and other office expenses)
in addition to consultant contracts. The second page provides a higher level of detail on budget
status of individual consultant contracts since inception of the Project. This report will be
provided quarterly to City Council and WRFCAC, and currently represents expenses through
December 31, 2016.

The following sections provide an analysis and overview of the City’'s WRF budget. The budget
summary presents budget information on quarterly, annual (based on the fiscal year for the City
between July and June) and total project time periods. All costs for a given period are based on
the invoice dates (except for consultant costs as described below).

EXPENDITURES: The following table describes the line items from Attachment 1, as well as
any comments regarding budget status.
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Object Name (from | Description Comments
Attachment 1)
Past Siting Studies Contractual  services  for | These work efforts were completed, contracts

studies completed prior to
initiating the Facility Master
Plan process (2013-2015)

expired, and there further

encumbrances

are no

Current Consultant

Contracts

Summary of Page 2 from
Attachment 1

Work efforts are under budget for FY 16/17. In
order to facilitate a more automated reporting
process, consultant costs for a given period

will be based on the dates work was
performed instead of invoice or payment
dates.

Water Rights Legal
Support

Contract attorney fees for
input  on  water reuse
alternatives and legal
constraints

Labor and Benefits

City staff labor and benefits
(also called “fully burdened
labor”) for the WRF Program

Current FY 16/17 efforts included wastewater
sampling, meeting attendance, administrative
support, collection system flow monitoring,
and all activities related to the WRF Program

Laboratory/Sampling

Contract laboratory services
for wastewater analysis to
support Facility Master Plan
and future detailed design
efforts

Printing and | Costs from outside vendors | --
Advertising for copies, printing, and
postage to develop and
distribute WRF  Program
materials
Software License | Fee for Procore | Procore software is used to manage and track
and Fees Project/Construction consultant budgets and contracts, store
Management Software program  documents and deliverables,
coordinate and record meetings, and track
work efforts during the planning/permitting
phase. During construction, the software will
be used for tracking contractor submittals, pay
requests, field observations, and other work
efforts. Annual fee is $42,205 over the next 5
to 8 years.
Property Acquisition | Cost to purchase property & | --
appraisal
Program Office | Copier, monitor, telephone, | --
Equipment and other office equipment to

equip the Program Office in
the City Hall Annex

REVENUE: At this time, the City is funding the project through user rates, the Recycled Water
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Facilities Planning Grant, and Supplemental Environmental Project (SEP) money from
California Department of Corrections and Rehabilitation for California Men’s Colony. SEP funds
were intended to offset costs for the CMC evaluations completed last year.

User rates fund the City’s sewer enterprise, including efforts not related to the new WRF.
Incoming revenue is not directed into a specific fund for the WRF. The budget tables include
the revenue anticipated for the WRF which is 75% of $75M, or $56.25M, with 25% of debt
service coverage (assumed in the Rate Study) to increase the projected available revenue up to
$70.3. This assumed debt service coverage would be reduced and/ reallocated by reprioritizing
other wastewater capital projects. It is assumed revenue for the project would come from
grants and loans. User rates would repay the loans in accordance with financing terms and
conditions, which can vary depending on the program.

The City increased sewer rates in 2015 in anticipation of the WRF project, but those funds are
not directed into a specific fund for the WRF. As budgeted and presented in the 2015 Rate
Study, the City would receive $10M through loan proceeds to fund WRF expenses from FY
2014/15 through FY 2016/17; $4M was budgeted through FY 15/16; $6M was budgeted for FY
2016/17; and 50% of the FY 2016/17 ($3M) has been budgeted through 2Q16/17.  Since the
loan was approved in January 20, 2017, WRF expenditures have been paid from excess sewer
revenues over expenses. After paying all of the WRF expenditures submitted through
December 31, 2016, the fund still has revenues in excess of expenditures of $1,236,156
according to an income statement provided by City staff.

The City was awarded a $10.3M planning and design loan from the State Water Resources
Control Board (SWRCB) State Revolving Fund and the loan agreement was executed on
January 20, 2017. As the City pays consultant expenses, staff can submit the invoices to
SRWCB staff and request reimbursement.

The goal of the Facility Master Plan and Master Water Reclamation Plan is to develop a more
refined WRF project budget than the range of estimates from the 2014 Site Options Report
(which assumed a project would be constructed at the Rancho Colina site and was the origin of
the $75M Phase | budget in the 2015 Rate Study).

ATTACHMENTS
1. Updated Program Schedule (as of March 1, 2017)
2. Quarterly Budget Summary for 2Q2016/17
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Morro Bay Water Reclamation Facility Project
Program Schedule

ID Task Task Name Duration Start Finish Predecessors % 4Q14/1Q15/2Q15/3Q15 /4Q15/1Q16|2Q16|3Q16 |4Q16 |1Q17 2Q17|3Q17|4Q17|1Q18 2Q18 3Q18 4Q18 1Q19|2Q19|3Q19 4Q19 1Q20|2Q20/3Q204Q20/1Q21|2Q21|3Q21 4Q21
& Mode Complete/0N D/ J [FMAM J 3 |Als|0/N[D|J[FMAIMJ J Als|o[N/D/J FMAM J A s|o[ND J[FMAMJ J Als|o/ND JFMAMJ J AS/OND I FIMAMJ|J/A/S/OND I FMAMJ|JASOND
1 |E =3 Task Group 100 - Program Management 104.45 mons Mon 8/17/15 Thu 8/17/23 0%
2 v B -
16 v B City Council Decision on WRF Site 0 days Tue 6/14/16 Tue 6/14/16 100% ¢/ 6/14
17 % Property Negotiation 400 days Tue 6/14/16 Mon 12/25/17 65% T 1
23 | @ E—
24 % Task 106 - Grant and Loan Pursuit and Management 823 days Wed 7/15/15 Fri9/7/18 23 55% R T 1
25 |y % Review of Proposition 1 / SWRCB Planning Grant/Funding Opportunities 2 mons Wed 8/12/15 Tue 10/6/15 100% 7—ﬁ 10/6
26 | Preparation and Coordination of SWRCB Recycled Water Planning Grant Application 5 mons Wed 7/15/15 Tue 12/1/15 255S-4 wks 100%
27 W % Preparation and Coordination of Clean Water SRF Design/Planning Loan - SWRCB Division of 11.95 mons Wed 12/2/15 Mon 10/31/16  2555+2 wks,26 100% % 10/31
Financial Assistance
28 ‘:._—',> Task 107 - Clean Water SRF Construction Loan - SWRCB Division of Financial Assistance 723 days Wed 12/2/15 Fri9/7/18 3% 1
a4 | ‘:.__") 12/21
45 | B Q 10/6
46 = Task 201 - Master Reclamation Plan 442 days Wed 9/9/15 Thu 5/18/17 82% T 1
62 ‘:._—',> Expanded Groundwater Modeling 7 mons Mon 8/1/16 Fri 2/10/17 51FS-5.5 mons 90% E——— 2/10
63 | T 1
71 ‘:._—',> Tasks 202-203 - Coordination of CEQA/Permitting 485 days Tue 7/5/16 Mon 5/14/18 17% 1
72 v B Notice of Preparation and Initial Study 47 days Tue 7/5/16 Wed 9/7/16 100% ==
79 o Prepare EIR Project Description 113 days Fri 10/14/16 Tue 3/21/17 31% 1
84 = Administrative Draft EIR 115 days Wed 2/8/17 Tue 7/18/17 0%, l 1
91 = Prepare Screencheck Public Draft EIR 20 days Tue 7/18/17 Tue 8/15/17 0%, (|
97 = Publish Public Draft EIR 33 days Wed 8/16/17 Sun 10/1/17 0%, [amm
102 = Response to Comments 25 days Mon 10/2/17 Fri11/3/17 0%, ™
107 = Prepare Final EIR 16 days Mon 11/6/17 Mon 11/27/17 0%, '
111 ‘:._—',> LCP/General Plan Amendment (Tentative) 26 wks Tue 8/8/17 Mon 2/5/18 110FS-4 mons 0% o — 2/5
112 = RWQCB/CDFG/NOAA Permit Application/Negotiation 12 mons Tue 6/13/17 Mon 5/14/18  110FS-6 mons 0% S 5/14
113 = Task 204 - Facilities Master Plan Coordination 623 days Wed 7/15/15 Fri12/1/17 99% T
m B Background and Support Documentation to Date 2 days Wed 7/15/15  Thu 7/16/15 70 100%, 1]7/16
15 " B Historical and Current WW Flow and Constituent Loading Data 8 days Wed 7/15/15  Fri 7/24/15 70 100%, i7/24
16 v B 201.1 - TM - Summary of Reviewed Documents 40 days Thu7/16/15  Wed9/9/15 70 100% ﬁ 9/8
1 v B 401.1/402.1 - TM — Influent Waste Characterization, Sampling Program, Flow 46 days Thu7/16/15  Thu9/17/15 70 100% = 9/1
Projections
18 v B 403.1-TM - Initial Working Effluent Discharge Requirements 46 days Thu7/16/15  Thu9/17/15 70 100% ﬁ 9/17
119 o B 303.1 - TM — Morro Bay WWTP Decommissioning 51 days Thu 7/16/15  Thu9/24/15 70 100%, ﬁ 924
120 & B 301.1 - TM — Onsite Support Facilities Requirements 66 days Thu 7/16/15  Thu 10/15/15 70 100% ﬁ 10/15
121 [ B 403.2 — TM — Final Working Effluent Discharge Requirements 71 days Thu7/16/15  Thu10/22/15 70 100% ﬁ 10/22
122 o B 503.1 — TM — Biosolids Treatment Evaluation 76 days Thu 7/16/15  Thu 10/29/15 70 100%, ﬁ 1o/29
123 " B 501.1 — TM — Liquid Treatment Evaluation 86 days Thu 7/16/15 Thu 11/12/15 70 100% E— (11/12
124 B D 700 — TM — Future Potable Reuse Evaluation (update) 40 days Mon 6/20/16  Fri 8/12/16 70 100% ﬁ B/12
Task U External Tasks Manual Task B Finish-only h| Path Successor Normal Task Path Driving Predecessor Summary Task 1|
Split i External Milestone Duration-only Deadline A4 Path Driven Successor Normal Task W Path Predecessor Normal Task
gAaEiev;v\';{vFezrgjic/tSChEdwe Milestone L4 Inactive Task Manual Summary Rollup s Path Successor Milestone Task @ Path Predecessor Milestone Task Path Driving Predecessor Normal Task
Summary 1 Inactive Milestone Manual Summary 1 Path Successor Summary Task """ Path Driving Predecessor Milestone Task ¢ Path Driven Successor Milestone Task @
Project Summary =""""""""1 Inactive Summary Start-only C Path Driven Successor Summary Task """ Path Predecessor Summary Task Progress —
Page 1
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Morro Bay Water Reclamation Facility Project
Program Schedule

ID Task Task Name Duration Start Finish Predecessors % 4Q14/1Q15|2Q15/3Q15 4Q151Q16|2Q16/3Q16 4Q16 1Q17 2Q17/3Q17 |4Q17 |1Q18/2Q18 3Q18 4Q18|1Q19 2Q19 3Q19 4Q19 1Q20|2Q20/3Q20/4Q20/1Q21|2Q21|3Q21|4Q21
ﬂ. Mode CompleteONDJFMAMJJ\A\SO\N\DJFMAMJJASONDJF\MAMJJASONDJFMAMJJASONDJFMAMJJASONDJFMAMJJASONDJFMAMJJASOND
125 | = 700 - TM - Organic Waste Facilities 102 days Thu 7/16/15 Fri 12/4/15 70 100% 124
126 v B Site Planning & Visual Simulations 175 days Mon 6/20/16  Fri2/17/17 100% T 1
127 | B Concept site layouts (w/out survey) 35 days Mon 6/20/16  Fri 8/5/16 100% ﬁT /5
128 [ B City review/meeting 5 days Mon 8/8/16 Fri 8/12/16 127 100% i g/12
129 | B Receive survey 0 days Mon 8/1/16 Mon 8/1/16 20 100% «W B/1
130 [ B Refine/Formalize site layouts 15 days Tue 8/2/16 Mon 8/22/16 129 100%, =8/22
RV City staff review/meeting 5 days Tue 8/23/16  Mon 8/29/16 130 100% 8/29
132 [ B Architectural Theme Development 10 days Mon 6/27/16  Fri7/8/16 100% 1|
135 W B Develop WRF Site Visual Simulations 22 days Tue 8/30/16  Wed 9/28/16 131,134 100% 9/18
136 W B 302.2 - Offsite Support Facilities (PS) Visual Simulations 114 days Tue 8/30/16 Fri2/3/17 131,134 100% 2/3
137 | B Staff Review/Meeting 5 days Mon 2/6/17 Fri 2/10/17 136 100%, Wz/m
138 B Revise/update visual similations 5 days Mon 2/13/17  Fri 2/17/17 137 100% 2/17
139 = Facility Master Plan 370 days Mon 7/4/16 Fri12/1/17 93%
140 |'& B 600 - Admin. Draft Facility Master Plan 30 days Mon 7/4/16 Fri 8/12/16 100% if 12
41 Ve S City Staff Review 10 days Mon 8/15/16  Fri 8/26/16 140 100% 8/26
142 | B Prepare cost estimates 30 days Tue 8/30/16 Mon 10/10/16 131 100% | To 10
143 v B 600 - Revised Admin Draft Facility Master Plan 25 days Fri9/9/16 Thu 10/13/16 141,142FF,138FF 100% /13
w | B City Staff Review 11 days Fri 10/14/16  Fri10/28/16 143 100% ¥ 10/28
15 | B 600 - Draft Facility Master Plan 9 days Fri10/28/16  Wed 11/9/16 100%, iTl 9
1 v B WRFCAC/City Review and Workshops 20 days Wed 11/16/16 Tue 12/13/16 145 100% 12/13
197 | B 600 — Final Facility Master Plan 10 days Mon 11/20/17 Fri12/1/17 109 0% § 121
148 = Task 204 - Salinity Identification and Control Plan 514 days Fri 5/15/15 Wed 5/3/17 81% I
149 " Salinity Source Identification Study (LWA) 103 days Fri 5/15/15 Tue 10/6/15 100% B 10/6
150 | ‘:._'-,> Draft Salinity Source Control Plan (LWA) 44 days Fri4/1/16 Wed 6/1/16 149FS+6.35 mons 100% 6/1
151 & B City Staff Review 30 days Thu 6/2/16 Wed 7/13/16 150 100% %17/13
152 & B Final Salinity Source Control Plan (LWA) 60 days Thu 7/14/16 Wed 10/5/16 151 100% ‘ 10/5
153 o Development of Softener Control Plan Outreach Materials and Ordinance 150 days Thu 10/6/16 Wed 5/3/17 152 50%
154 = Task 206 - Rate Study Update and PM Support 882 days Mon 2/10/14 Tue 6/27/17 8%
155 E of Draft Rate Study 45 days Mon 2/10/14 Fri4/11/14 10%
156 = Staff Review 10 days Mon 4/14/14 Fri4/25/14 155 0%
157 | = Council sets hearing date 0 days Tue 5/9/17 Tue 5/9/17 0% ® |5/9
158 -+ Council mails hearing notices 0 days Fri5/12/17 Fri5/12/17 0% &«T 12
159 = Public hearing 0 days Tue 6/27/17 Tue 6/27/17 158FS+33 days 0% © 6/27
160 = Task 207 - Caltrans Coordination and Encroachment Permit Applications 165 days Wed 3/1/17 Tue 10/17/17 0%, I 1
161 o Initial Consultation 154 days Wed 3/1/17 Mon 10/2/17 0% C |
162 o Preliminary design of access road at Teresa Drive 45 days Wed 3/1/17 Tue 5/2/17 0% E‘EW
163 = Consultation and design review with Caltrans 60 days Wed 5/3/17 Tue 7/25/17 162 0% 7/25
164 = Preparation of draft pipeline encroachment agreements including plan/profile 30 days Wed 9/6/17 Tue 10/17/17 221 0% ? 10/17
Task U External Tasks Manual Task B Finish-only h| Path Successor Normal Task s Path Driving Predecessor Summary Task 1
Split e External Milestone Duration-only (M Deadline A4 Path Driven Successor Normal Task W Path Predecessor Normal Task
gaEie\{\/\l;{VFle;)}ic/tlichedule Milestone L4 Inactive Task Manual Summary Rollup s Path Successor Milestone Task @ Path Predecessor Milestone Task Path Driving Predecessor Normal Task
Summary 1 Inactive Milestone Manual Summary 1 Path Successor Summary Task """ Path Driving Predecessor Milestone Task ¢ Path Driven Successor Milestone Task @
Project Summary =""""""""1 Inactive Summary Start-only C Path Driven Successor Summary Task """ Path Predecessor Summary Task Progress —
Page 2
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Morro Bay Water Reclamation Facility Project
Program Schedule

ID Task Task Name Duration Start Finish Predecessors % 4Q14/1Q15/2Q15/3Q15 1 4Q15/1Q16|2Q16 |3Q16 4Q19|1Q20/2Q20|3Q204Q20 1021|2021 |3Q21 |4Q21]
a Mode Complete|O|N|D|J AMIJ J/AISOIND/JIFMAMIJ JA ND/JIFMAMJ|J A|[SIOND/J FMAMIJ|J/ASIOND
165 =) Task 301 - Outfall Evaluation and Management Strategy - Technical Memorandum 60 days Wed 9/6/17 Tue 11/28/17 221 0%
166 =, Task 302A - RFQ for Design/Construct Team - WRF Onsite Improvements (Phase I) 105 days Wed 4/19/17 Tue 9/12/17 0%,
167 ‘:._'-; Develop Draft RFQ for DB Team 3 wks Wed 4/19/17 Tue 5/9/17 186FS-60 days 0%,
168 =, City Staff Review of Draft RFQ 2 wks Wed 5/10/17  Tue5/23/17 167 0% 3
169 = Update RFQ 1wk Wed 5/24/17 Tue 5/30/17 168 0%, 0
170 ‘:._'-; City Council Review and Approval of Final RFQ 2 wks Wed 5/31/17 Tue 6/13/17 169 0%, ﬁ 13
171 = Circulate RFQ 9 wks Wed 6/14/17  Tue 8/15/17 170 0% 7/
172 % Prepare materials for Addenda to RFQ (as needed) 9 wks Wed 6/14/17 Tue 8/15/17 170 0%, ‘d
173 % Qualifications Submittals Due 0 days Tue 8/15/17 Tue 8/15/17 172 0%, %3
174 ‘:._'-; Review Qualification Submittals 4 wks Wed 8/16/17 Tue 9/12/17 173 0%,
175 =, Task 302A - RFP for Design/Construct Team - WRF Onsite Improvements (Phase 1) 205 days Wed 7/26/17 Tue 5/8/18 0%,
176 ‘:._'-; Prepare Draft RFP 4 wks Wed 7/26/17 Tue 8/22/17 173FS-3 wks 0% 8
177 ‘:._'-,> City Staff Review of Draft RFP 2 wks Wed 8/23/17 Tue 9/5/17 176 0% [
178 ':._';> Update RFP 3 wks Wed 9/6/17 Tue 9/26/17 177 0%
179 ‘:._'-,> City Council Review and Approval of Final RFP 2 wks Wed 9/27/17 Tue 10/10/17 178 0%
180 ‘:._'-; Circulate RFP 6 wks Wed 10/11/17  Tue 11/21/17 179 0%
181 ‘:._'-,> Prepare materials for Addenda to RFP (as needed) 6 wks Wed 10/11/17  Tue 11/21/17 179 0%
182 ‘:._'-,> Proposals Due 0 days Tue 11/21/17 Tue 11/21/17 180 0%
183 ‘:._'-,> Review Proposals 8 wks Wed 11/22/17  Tue 1/16/18 180 0%
184 ‘:._'-,> Contract Negotiations 80 days Wed 1/17/18 Tue 5/8/18 183 0%
185 ‘:._'-,> Contract Award 0 days Tue 5/8/18 Tue 5/8/18 184 0%
186 = Task 302B - Development of Bridging Documents/Performance Criteria 95 days Wed 3/1/17 Tue 7/11/17 0%,
187 = Prepare Draft (50%) Functional Requirements and Performance Specifications 60 days Wed 3/1/17 Tue 5/23/17 0%,
188 = 302B-1 Geotechnical Baseline Report 60 days Wed 3/1/17 Tue 5/23/17 0%,
189 |EH ‘:._'-,> Field investigation 3 wks Wed 3/1/17 Tue 3/21/17 0%
190 ‘:._'9 Draft Report 30 days Wed 3/22/17 Tue 5/2/17 189 0%
191 ‘:._'-,> Staff/PM Review 5 days Wed 5/3/17 Tue 5/9/17 190 0% B
192 ‘:._'-,> Final Report 10 days Wed 5/10/17 Tue 5/23/17 191 0% 3
193 = 302B-2 Architectural Performance Criteria 60 days Wed 3/1/17 Tue 5/23/17 0%,
194 [EH ‘:._'9 Data Gathering 10 days Wed 3/1/17 Tue 3/14/17 0%
195 ‘:._'-,> Draft Architectural Program 10 days Wed 3/15/17 Tue 3/28/17 194 0%
196 ‘:._'9 Staff/PM Review 5 days Wed 3/29/17 Tue 4/4/17 195 0%
197 ‘:._'-,> Final Architectural Program 5 days Wed 4/5/17 Tue 4/11/17 196 0%
198 ‘:._'-,> Draft Adjacency and Site Fit Diagrams 10 days Wed 4/5/17 Tue 4/18/17 196 0%
199 ‘:._'9 Staff/PM Review 5 days Wed 4/19/17 Tue 4/25/17 198 0%
200 ‘:._'-,> Final Adjacency and Site Fit Diagrams 5 days Wed 4/26/17 Tue 5/2/17 199 0%
201 ‘:._'-,> Draft Landscape and Architecture Architectural Guidelines and Specifications 15 days Wed 4/26/17 Tue 5/16/17 199 0%
202 ‘:._';) Staff/PM Review 5 days Wed 5/17/17 Tue 5/23/17 201 0% 3
203 |EH ‘:._'-,> 302B-5 Draft Civil/Process Performance Criteria 55 days Wed 3/1/17 Tue 5/16/17 0% —
204 |[EH B Staff review 5 days Wed 5/17/17 Tue 5/23/17 203 0% b,
Task U External Tasks Manual Task B Finish-only Path Successor Normal Task Path Driving Predecessor Summary Task 1
Split oo External Milestone Duration-only Deadline Path Driven Successor Normal Task W Path Predecessor Normal Task
gAaEiev;v\';{vFezrgjic/tSChEdwe Milestone L4 Inactive Task Manual Summary Rollup s Path Successor Milestone Task Path Predecessor Milestone Task Path Driving Predecessor Normal Task
Summary 1 Inactive Milestone Manual Summary 1 Path Successor Summary Task Path Driving Predecessor Milestone Task ¢ Path Driven Successor Milestone Task @
Project Summary =""""""""1 Inactive Summary Start-only C Path Driven Successor Summary Task Path Predecessor Summary Task Progress —
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Morro Bay Water Reclamation Facility Project

Program Schedule

ID Task Task Name Duration Start Finish Predecessors % 2Q15/3Q15/4Q15/1Q16|2Q16 |3Q16 4Q19|1Q20/2Q20|3Q204Q20 1021|2021 |3Q21 |4Q21]
a Mode Complete AMIJ J/AISOIND/JIFMAMIJ JA OND/J FMAMIJ|J|ASIOIND|JIFMAMJ J|A/SO|ND
205 = 302B-3 Draft Structural Performance Criteria 30 days Wed 5/3/17 Tue 6/13/17 190 0%,
206 = Staff/PM review 5 days Wed 6/14/17 Tue 6/20/17 205 0%
207 % 302B-3 Final Structural Performance Criteria 10 days Wed 6/21/17 Tue 7/4/17 206 0%,
208 % 302B-4 Draft Electrical Performance Criteria 30 days Wed 5/3/17 Tue 6/13/17 190 0%,
209 = Staff/PM review 5 days Wed 6/14/17 Tue 6/20/17 208 0%
210 % 302B-4 Final Electrical Performance Criteria 10 days Wed 6/21/17 Tue 7/4/17 209 0%,
211 % Update Draft Performance Criteria and Specifications 35 days Wed 5/24/17 Tue 7/11/17 187 0%,
212 % Submit Final Functional Requirements and Performance Specifications 0 days Tue 7/11/17 Tue 7/11/17 211 0%
213 E % Electrical Service - Coordination with PG&E 120 days Wed 3/1/17 Tue 8/15/17 0%,
214 % Task 303 - Procurement of Lift Station/Transmission Mains Design Consultant 80 days Wed 12/14/16  Tue 4/4/17 69%
215 | % Develop RFP 34 days Wed 12/14/16  Mon 1/30/17 146 100%
216 % Circulate RFP 26 days Tue 1/31/17 Tue 3/7/17 215 80%
217 % Proposal Opening and City Review 4 wks Wed 3/8/17 Tue 4/4/17 216 0%
218 % Selection of LS/Pipelines Design Consultant 0 days Tue 4/4/17 Tue 4/4/17 217 0%
219 =, Design/Bid/Build Lift Station and Transmission Mains 865 days Wed 5/17/17 Tue 9/8/20 0%, 1
220 =, Task 401 - Coordination of WRF Offsite Design Development 410 days Wed 5/17/17 Tue 12/11/18 0%,
221 ='|_-,> Preliminary Design Report 4 mons Wed 5/17/17 Tue 9/5/17 218FS+30 days 0%
222 ='|_-,> Survey 3 mons Wed 9/6/17 Tue 11/28/17 221 0%
223 ='|_-,> Geotechnical Engineering/Soils Report 3 mons Wed 11/29/17  Tue 2/20/18 222 0%
224 ='|_-,> Draft Concept Design Report (30%) 5 mons Wed 11/29/17  Tue 4/17/18 222 0%
225 ='|_-,> City Staff Review 1 mon Wed 4/18/18 Tue 5/15/18 224 0%
226 ='|_-,> Final Concept Design Report 1 mon Wed 5/16/18 Tue 6/12/18 225 0%
227 ='|_-,> City Staff Review 2 wks Wed 6/13/18 Tue 6/26/18 226 0%
228 ':.;) 60% Plans, Specifications, and Cost Opinion 2 mons Wed 6/27/18 Tue 8/21/18 227 0%
229 ='|_-,> City Staff Review 1 mon Wed 8/22/18 Tue 9/18/18 228 0%
230 ':.;) 90% Plans, Specifications, and Cost Opinion 1 mon Wed 9/19/18 Tue 10/16/18 229 0%
231 ='|_-,> City Staff Review 1 mon Wed 10/17/18  Tue 11/13/18 230 0%
232 ='|_-,> Final Plans, Specifications, and Cost Opinion 1 mon Wed 11/14/18  Tue 12/11/18 231 0%
233 ':.;) Bid Phase 3 mons Wed 12/12/18  Tue 3/5/19 232 0%
234 ='|_-,> Bid Opening and City Review 6 wks Wed 3/6/19 Tue 4/16/19 233 0%
235 ='|_-,> Notice of Award to Lift Station and Force Main Contractor 5 days Wed 4/17/19 Tue 4/23/19 234 0%
236 ='|_-,> Lift Station and Force Main Construction 18 mons Wed 4/24/19 Tue 9/8/20 235,43 0% e — 9/8
237 = Construction Management 18 mons Wed 4/24/19 Tue 9/8/20 235,43 0% S s s s 9/8
238 = Phase | Design/Construction - WRF Onsite Improvements (Phase I) 840 days Wed 5/9/18 Tue 7/27/21 0%,
251 | B
256 |[EH =|;> City Staff Support 104.45 mons Mon 8/17/15 Thu 8/17/23 0% R A ——————————illiiiaiiiiiZ"—————_———_—_—_—_—_——_m—m—___________“
NSNS EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE
Task U External Tasks Manual Task B Finish-only Path Successor Normal Task Path Driving Predecessor Summary Task 1|
Split oo External Milestone <@ Duration-only Deadline Path Driven Successor Normal Task W Path Predecessor Normal Task
gaEie\/:\/\lIRVFEngjelc/tlichedule Milestone L4 Inactive Task Manual Summary Rollup s Path Successor Milestone Task Path Predecessor Milestone Task Path Driving Predecessor Normal Task
Summary 1 Inactive Milestone Manual Summary 1 Path Successor Summary Task Path Driving Predecessor Milestone Task ¢ Path Driven Successor Milestone Task @
Project Summary =""""""""1 Inactive Summary Start-only C Path Driven Successor Summary Task Path Predecessor Summary Task Progress —
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City of Morro Bay

Water Facility Advisory Committee (WRFCAC) Quarterly Budget Review

y 2Q16/17

Portion of Fiscal Year Budget Management YTD Sum Of Current Quarter Projected
Projected Expects Necessary to Meet Quarter Projected Budget and All Prior Quarter
Budget iture: Budget Projected Budgets
Accounts Current Quarter Fiscal Year To Date (YTD)
Fund/ Object Projected Percent Projected YTD Percent
Code Name ig Expenditures | Expended Variance ig Expenditures | E ded Variance
599-8312 Contractual Services
6105 Past Siting Studies (Completed - no further encumbrance) - - - - - - - -
6105 Current Consultant Contracts (see P. 3) $802,851 $201,356 25.08% $601,495 $3,211,405 $488,674 15.22% $2,722,731
6105 Water Rights Legal Support (See Note 2) $0 $0 - - $0 $0 - -
6105 Rate Study 30 30 - - $0 $0 - -
Subtotal $802,851 $201,356 25.08% $601,495 $3,211,405 $488,674 15.22% $2,722,731
599-8312 Labor (Fully Burdened)
4910,4999 Labor and Benefits $15,000] $13,333] 88.89%] $1,667 | $60,000] $29,502] 49.17%] $30,498 |
Subtotal $15,000] $13,333] 88.89%| $1,667 | $60,000] $29,502] 49.17%| $30,498 |
599-8312 Other Costs =
6105, 6162 Laboratory/Sampling $34,500 $843 2.44% $33,657 $138,000 $11,697 8.48% $126,303
5199,6106, 6105,6710 | Printing and Advertising $0 $4,560 - ($4,560) $0 $9,508 - ($9,508)
5199 Software license and fees S0 S0 - - $42,204 S0 0.00% $42,204
5199,7101 Property Acquisition $0 $0 - - $2,425,000 $0 0.00% $2,425,000
5199, 6106, 6750 | Program office equipment $500 $1,277 255.39% ($777) $2,000 $1,781 89.03% $219
5199, 6514 Travel expense S0 30 - - $0 $0 - -
Subtotal $35,000 $6,680 19.09% $28,320 $2,607,204 $22,986 0.88% $2,584,218
TOTALS $852,851 $221,369 25.96% $631,482 $5,878,609 $541,161 9.21% $5,337,448
Difference from City Adopted Budget ($67,996)
City Adopted Budget $5,946,605
REVENUE
Key Definitions
Quarter Portion of Fiscal Year Budget Management YD Sum of Current Quarter Projected Budget
Projected Expects To Be Recognized During Quarter Projected and All Prior Quarter Projected Budgets
Budget Budget
Accounts (See Note 1) Current Quarter Fiscal Year To Date (YTD)
Funding Revenue Projected Recognized Percent Projected |YTD Recogni: d| Percent
Source Name ig R Rec ized Variance ig R ized Variance
SWRCB Grants
Recycled Water Planning Grant o] 0] 0.00%| s0 | so] so| 0.00%| 0 |
Subtotal $0] $0] 0.00%| 50 | 0] 0] 0.00%] 50 |
SWRCB Project
SEP from California Men's Colony o] 0] 0.00%| s0 | so] so| 0.00%| 0 |
Subtotal $0] $0] 0.00%| 50 | 0] 0] 0.00%] 50 |
SWRCB State Fund (SRF) Loan
SRF Planning Loan Proceeds $852,851 $0 0.00% ($852,851) $5,878,609 $0 0.00% ($5,878,609)
SRF Construction Loan Proceeds $0 $0 0.00% $0 $0 $0 0.00% $0
Subtotal $852,851 $0 0.00% ($852,851) $5,878,609 $0 0.00% ($5,878,609)
User Rates Cash funds from Current Operations
Cash funds from Current Operations 30 $221,369 - $221,369 $0 $541,161 - $541,161
Subtotal $0 $221,369 - $221,369 $0 $541,161 - $541,161
TOTALS $852,851 $221,369 25.96% ($631,482) $5,878,609 $541,161 9.21%| ($5,337,448)
Notes:
1) Unless shown otherwise, current project expenses are funded by revenue from user rates and fees. There is no separate revenue fund for the WRF.
2) Budgets for water rights legal support and property acquisition have not yet been established. Detailed budget development will take place after completing the project descriptions in the Facility Master Plan and Master Reclamation Plan.
3) Encumbrance balance is only calculated for expenditures associated with contracts.
4) Total Project Amended Budget based on May 2015 Water and Sewer Rate Study. Original budget was $75M including 25% participation from Cayucos SD which was removed in this analysis. 25% debt coverage (on City's contribution only) was included in the rate study and in this calculation.
5) Expenditures for Current Consultant Contracts for a period (quarter or fiscal year) are based on the dates on which the work was performed, and not on invoice or payment date.
6) Total Project Amended Budget is calculated from FY1617 Projected Budget plus Total Project Expenditures from end of FY1516. Detailed budget development will take place after completing the project descriptions in the Facility Master Plan and Master Reclamation Plan.
P.10of3

7) City adopted budget differs from WRF budget sheet for fiscal year 2016/2017 presented at June 14, 2016 City Council Meeting.
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City of Morro Bay

Water Reclamation Faciliti Advisoi Committee iWRFU\Ci Quarterli Budiet Review Summari 2Q16/17

Key Definitions
Sum Of All Project
Encumbrance |Contracts Less Actual Expenditures
Balance Against Contracts (See Note 3)
v
Accounts Total Project
Fund/ Object Amended Encumbrance Percent
Code Name ig Expenditures Balan: Expended Variance
599-8312 Contractual Services
6105 Past Siting Studies (Completed - no further encumbrance) $534,418 $448,057 $0 83.84% $86,361
6105 Current Consultant Contracts (see P. 3) $4,653,067 $1,934,735 $2,718,332 41.58% $2,718,332
6105 Water Rights Legal Support (See Note 2) $0 $7,880 - - ($7,880)
6105 Rate Study $0 $1,457 - - ($1,457)
Subtotal $5,187,485 $2,392,129 $2,718,332 46.11% $2,795,356
599-8312 Labor (Fully Burdened)
4910,4999 Labor and Benefits | $400,000] $242,514] = | 60.63% | $157,486
Subtotal | $400,000] $242,514] - [ 60.63% $157,486
599-8312 Other Costs =
6105, 6162 Laboratory/Sampling $200,000 $35,335 = 17.67% $164,665
5199,6106, 6105,6710 | Printing and Advertising $0 $22,867 - - ($22,867)
5199 Software license and fees $371,205 $42,206 $329,000 11.37% $329,000
5199,7101 Property Acquisition $2,425,000 $30,500 = 1.26% $2,394,500
5199, 6106, 6750 _|Program office equipment $2,000 $6,032 - 301.59% ($4,032)
5199, 6514 Travel expense $0 $379 - - ($379)
Subtotal $2,998,205 $137,319 $329,000 4.58% $2,860,886
TOTALS $8,585,690 $2,771,963 $3,047,331 32.29% $5,813,727
Difference from City Adopted Budget
City Adopted Budget
Key Defi
Accounts (See Note 1) Total Project
Funding Revenue A ded R ized | Percent
Source Name ig R ized Variance
SWRCB Grants
Recycled Water Planning Grant $75,000] so] | 0.00%] ($75,000)
Subtotal $75,000] 0] | 0.00%] ($75,000)
SWRCB Project
SEP from California Men's Colony $87,361] $87,361] | 100.00%] S0
Subtotal 87,361 87,361 | 100.00%] $0
SWRCB State Fund (SRF) Loan
SRF Planning Loan Proceeds $10,375,000 S0 0.00% ($10,375,000)
SRF Construction Loan Proceeds $59,937,500 $0 0.00% ($59,937,500)
Subtotal $70,312,500 $0 0.00% ($70,312,500)
User Rates Cash funds from Current Operations
Cash funds from Current Operations $0 $2,684,601 0.00% $2,684,601
Subtotal 50 $2,684,601 0.00% $2,684,601
TOTALS $70,474,861 $2,771,963 3.93%| ($67,702,898)
Notes:

1) Unless shown otherwise, current project expenses are funded by revenue from user rates and fees. There is no separate revenue fund for the WRF.
2) Budgets for water rights legal support and property acquisition have not yet been established. Detailed budget development will take place after completing the project descriptions in the Facility Master Plan and Master Reclamation Plan.
3) Encumbrance balance is only calculated for expenditures associated with contracts.
4) Total Project Amended Budget based on May 2015 Water and Sewer Rate Studies. Original budget was $75M including 25% participation from Cayucos SD which was removed in this analysis. 25% debt coverage (on City's contribution only) w
5) Expenditures for Current Consultant Contracts for a period (quarter or fiscal year) are based on the dates on which the work was performed, and not on invoice or payment date.
6) Total Project Amended Budget is calculated from FY1617 Projected Budget plus Total Project Expenditures from end of FY1516. Detailed budget development will take place after completing the project descriptions in the Facility Master Plan &
7) City adopted budget differs from WRF budget sheet for fiscal year 2016/2017 presented at June 14, 2016 City Council Meeting.
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City of Morro Bay

Water Reclamation Facility Advisory Committee (WRFCAC) Consultant Contract Summary (From Inception through 12-31-2016)

Current Consultant Contracts

Total With Pending

Approved Approved Change
Number |[Title Status Total Change Orders |Change Orders [Draw R Total Payments |Total Remaining |% Paid % C | Orders Vendor
SC--001 Facility Master Plan Approved $710,123.00 $123,819.00 $833,942.00 $669,484.42 $623,925.04 $210,016.96 74.82% 80.28% $0.00 |Black & Veatch
SC--002 CEQA/NEPA Documentation and Consulting Approved $346,538.00 $0.00 $346,538.00 $41,594.88 $36,349.08 $310,188.92 10.49% 12.00% $0.00 |ESA
SC--003  |Fatal Flaw Cultural Resources Approved $18,260.87 $0.00 $18,260.87 $22,660.87 $18,260.87 $0.00 100.00% 124.10%| $40,056.56 |Far Western
SC--005 MacElvaine Property - Fatal Flaw - Biological Resources Approved $12,835.00 $0.00 $12,835.00 $11,240.00 $11,240.00 $1,595.00 87.57% 87.57% $0.00 |Kevin Merk Associates
SC--006  |Survey - Righetti Property Approved $15,644.00 $0.00 $15,644.00 $12,502.50 $12,502.50 $3,141.50 79.92% 79.92% $0.00 |JoAnn Head Land Surveying
SC--007 Survey - Highway 41 and MacElvaine Property Approved $45,050.00 $0.00 $45,050.00 $47,820.50 $47,820.00 ($2,770.00) 106.15% 106.15% $0.00 |JoAnn Head Land Surveying
SC--008  [Salinity Identification Study Approved $23,640.00 $37,080.00 $60,720.00 $52,717.83 $49,687.83 $11,032.17 81.83% 86.82% $0.00 |Larry Walker Associates
SC--009 MacElvaine Property (SE) - Fatal Flaw - Geotech and Initial Hydrologic Fie| Approved $38,600.00 $47,800.00 $86,400.00 $86,364.95 $86,364.95 $35.05 99.96% 99.96% $0.00 |Fugro
SC--010 [Grant and Loan Funding - Tracking and SRF Support Approved $65,752.00 $0.00 $65,752.00 $36,294.47 $36,294.47 $29,457.53 55.20% 55.20% $0.00 |Kestrel
SC--011 2015 Program Management Approved $920,808.00 $0.00 $920,808.00 $769,601.63 $725,245.82 $195,562.18 78.76% 83.58% $0.00 |MKN & Associates, Inc.
SC--012  |Evaluate Alternative Concepts for Disposal of Treated Effluent Approved $22,000.00 $74,947.00 $96,947.00 $96,889.19 $81,986.55 $14,960.45 84.57% 99.94%| $61,000.00 |GSI Water Solutions
SC--013 Geotechnical Services Righetti Il Site Approved $35,902.00 $0.00 $35,902.00 $27,325.35 $27,325.35 $8,576.65 76.11% 76.11% $0.00 |Yeh and Associates
SC--014  [Survey Services for South Bay Blvd Site Approved $29,850.00 $0.00 $29,850.00 $27,774.00 $23,314.00 $6,536.00 78.10% 93.05% $0.00 |JoAnn Head Land Surveying
SC--015  |Geotechnical Services South Bay Blvd Site Approved $33,600.00 $0.00 $33,600.00 $32,464.59 $32,464.59 $1,135.41 96.62% 96.62% $0.00 |Yeh and Associates
Total $2,318,602.87 $283,646.00 | $2,602,248.87 $1,934,735.18 | $1,812,781.05 $789,467.82 69.66% 74.35%| $101,056.56

Notes: 1) Contract SC-004 was unused and was combined with Contract SC-003. 2) Contracts SC--006 and SC--007 for JoAnn Head Land Survey are one amended contract with the City.
2) Scope amendment for contract SC-003 was in approval process, but final amendment had not been signed prior to invoicing.

3) Total Draw Requests are equivalent to Total Project Expenditures for Current Consultant Contracts on Page 2.
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AGENDA NO: C-1

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: March 21, 2017
FROM: Mike Nunley, PE — Water Reclamation Facility (WRF) Program Manager
SUBJECT: Consideration of Draft Master Water Reclamation Plan Presentation
RECOMMENDATION

Staff recommends that City Council review, consider and provide comments on the presentation of
the Draft Master Water Reclamation Plan.

ALTERNATIVES
No alternatives are recommended.

FISCAL IMPACT

No additional fiscal impact is proposed within this update. All work is proceeding within the City’s
project budget for the Water Reclamation Facility (WRF) and is partially funded with a Proposition 1
Recycled Water Planning grant.

DISCUSSION
The Draft Master Water Reclamation Plan (“Draft MWRP”) was released on March 21, 2017, and
was made available to the public on the City’'s WRF Project website and hard copies will be
available at various public facilities. A presentation of the Draft MWRP will be provided for your
consideration.

Brief Summary of Draft MWRP

The Draft MWRP was developed to consider recycled water opportunities in light of the adopted
community goals for the new WRF, identify the feasible recycled water projects, and evaluate the
potential projects. The MWRP pulled relevant information from previous reports, current
hydrogeological studies and permitting evaluations; refreshed the recycled water market
assessment through outreach to the community and potential users; and developed updated cost
opinions for the feasible alternatives. The MWRP is partially funded through the State Water
Resource Control Board Recycled Water Planning Grant Program and follows the State’s
suggested outline.

Major components of the MWRP include the following:

¢ Review of existing and future water demands, wastewater flows and loadings, and proposed
WREF treatment technology to achieve recycled water suitable for project alternatives.

¢ Identification and investigation of recycled water opportunities in the community,
determination of treatment requirements for reuse, and assessment of potential user
requirements

e Analysis of project alternatives, including quantitative and qualitative benefits, facilities
needed for each project, and comparative preliminary cost estimates.

Prepared By: ___MN Dept Review: _RL___

City Manager Review: City Attorney Review:
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¢ Evaluation of environmental considerations, and potential legal and institutional issues.
e Construction financing plan.

Alternatives Analysis

An investigation of previously identified recycled water users and opportunities in the City and the
surrounding area was conducted. New opportunities were investigated using aerial mapping and
Geographic Information Systems (GIS) software, community outreach to determine potential reuse
customers, preliminary pipeline alignments and design criteria, and stakeholder interviews.
Evaluation criteria included pipeline hydraulics, capital and operating costs, treatment requirements,
regulatory requirements, legal or institutional issues, likelihood the project schedule would meet City
Council goals, and the potential to provide a water supply benefit to the City.

Recycled water project alternatives considered included various methods of substituting recycled
water for potable water where possible and repurposing recycled water to benefit the City’s water
supply. Recycled water project alternatives were developed based on groupings of recycled water
opportunities and water quality requirements. A total of twelve different reuse alternatives were
identified, and seven were determined infeasible, as summarized in Table 1.

Table 1: Summary of Reuse Opportunities

Evaluated
Alternative Further Comments
No Recycled Water v No water supply benefit to the City
Project Lowest treatment requirements of all alternatives
Distribution system to urban irrigation opportunities within the City
Urban Reuse v Limits would need to be constructed by the City

Potential to offset City potable water demand and fertilizer costs
Generally lower treatment requirements than agricultural irrigation

Costly distribution system would need to be constructed by the City
Does not increase City's potential water supply, only increases
Agricultural Irrigation likelihood of withdrawing full allocation from Morro Valley

Initial outreach indicated general unwillingness to participate
Additional treatment for removal of salts necessary

Distribution system to Morro Valley would need to be constructed

by the City
Exchange of Recycled Basin-wide groundwater management plan would be required to
Water with Agricultural receive full benefit
Users for Reduced Does not increase City's potential water supply, only increases
Groundwater Pumping likelihood of withdrawing full allocation from Morro Valley

Initial outreach indicated general unwillingness to participate
Additional treatment for removal of salts necessary

Exchange of Recycled Distribution system to Morro Valley would need to be constructed
Water with Agricultural by the City

Users for Riparian Rights Complex legal issues surrounding Riparian Rights

to Withdraw Initial outreach indicated general unwillingness to participate
Groundwater Additional treatment for removal of salts necessary
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Table 1: Summary of Reuse Opportunities

Evaluated

Alternative Further Comments

Distribution system to Morro Valley and return pipeline to water
%;(chang.e lf fARep yclied ) treatment facilities would need to be constructed by the City
Usaetfsr EZ ;tPu rf;lecdu ura v ?nitial outr.each .indicated agricultural users Would only bp
Groundwater Delivered 1nterested'1f dehvere;d water was less expensive than their current
to the City costs or higher quality

Additional treatment for removal of salts necessary
Indirect Potable Reuse Li.mited water ;upply benefit, espec?ially during wet years
Groundwater ’ C}ty must acquire land'for percolatlop ponds
Replenishment Using Cl'ty must staff and mqmtam percolation ponds-
Surface Application Hl‘ghe'r treatment requirements than all alternatives but groundwater

1njection

Injection wells in the Morro Valley Aquifer near the “Narrows”
Indirect Potable Reuse, Pilot testing and additional modeling required for permitting and
Groundwater refined supply benefit estimates
Replenishment Using v Highest mandated treatment requirements of all alternatives
Subsurface Application Highest potential water supply benefit
at the Narrows Satifies Council Adopted Community Goals for highest and Best

use for Reclaimed Water
Indirect Potable Reuse Injectiop wells in the Morro Valley Aquifer near the bike path at
Groundwater , L}la Kels.er Park . ) ) o
Replenishment Using Pilot testing and addltlona}l modeling required for permitting and
Subsurface Application v refined supply benefit estimates

at the Narrows Near Bike

Path Adjacent to Lila
Keiser Park

Highest mandated treatment requirements of all alternatives
Highest potential water supply benefit

Satifies Council Adopted Community Goals for highest and Best
use for Reclaimed Water

Groundwater Injection
for Seawater Intrusion
Barrier

City would likely need to install new injection wells

Limited water supply benefit as majority of injected water lost to
ocean

Highest mandated treatment requirements of all alternatives

Regulatory challenges in present and future
Long term or permanent commitment to dedicated stream discharge

Streamflow Requires expansion of water treatment facilities to treat surface
Augmentation water
Majority of streamflow in Chorro Creek goes to ocean with
minimal percolation
. ly legal i liforni
Direct Potable Reuse Not currently legal in California

Future regulatory challenges

The following five recycled water project alternatives were evaluated based on the community goals

for the project:

¢ Alternative 0: No Recycled Water Project
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e Alternative 1: Urban Reuse

e Alternative 2: Agricultural Exchange

e Alternative 3: Indirect Potable Reuse — East

e Alternative 4: Indirection Potable Reuse — West

Evaluation criteria include capital cost, operating cost, neighborhood compatibility, reliability, and
potential water supply benefit. The following main conclusions were made:

o The highest water supply benefit would be realized through indirect potable reuse (IPR)
(Alternatives 3 and 4). Based on preliminary modeling, it appears Alternative 4 could
support the majority, if not all, of the City’s current water demand with an estimated water
supply benefit of over 1100 AFY. This could significantly reduce or eliminate reliance on
imported water.

o The least expensive alternative is no recycled water project (Alternative 0), followed by
urban reuse (Alternative 1). Alternative 0 provides no water supply benefit and Alternative 1
provides the least, an estimated 45.4 AFY water supply benefit.

o The capital costs for agricultural exchange (Alternative 2) and IPR (Alternatives 3 and 4) are
similar, but IPR has significantly higher water supply benefit if a higher exchange rate is not
possible for Alternative 2. Agricultural exchange relies on successful contract negotiations
with landowners, adding some uncertainty.

Recommendations and Program Cost Estimates

Based on the analyses presented in the Draft MWRP, the recommended recycled water project is
IPR, Alternative 3 or 4, with the main difference consisting of the general locations for injection and
extraction wells. The IPR alternative best fulfills the Council adopted community project
goals of producing reclaimed water and provides the highest and most reliable potential
water supply benefit. Supplementing the potable water supply with highly treated recycled water
is the best allowable beneficial reuse, and will allow the City to reduce or eliminate reliance on
imported water.

The City is planning to construct the new WRF within the next five years. If a recycled water project
is pursued, then there could be significant savings realized by completing the construction at the
same time as the WRF. The estimated total program capital costs for Alternatives 0 through 4 are
summarized in Table 2. The total program costs include the total cost for the WRF as presented in
the Facility Master Plan, which includes, additional estimated program costs including
decommissioning of the existing WWTP, property acquisition for the WRF, permitting and
environmental mitigation, and construction management and estimated recycled water project costs
as presented earlier in this section.

Alternative 0 (No Recycled Water Project) presents a WRF that produces secondary disinfected
effluent which is discharged to the ocean for an estimated total program cost of approximately $124
million. Alternatives 3 and 4, the recommended recycled water project, consists of a WRF and full
IPR recycled water program for an estimated total cost of approximately $167 million.
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Table 2: Comparison of Total Estimated Program Costs

) Alternative | Alternative | Alternative | Alternative
Alternative 0 1 9 3 4
No Recycled
Water Project Urban Agricultural IPR East IPR West
(Secondary Reuse Exchange
only)

WRF Capital Costs
Estimated WRF Capital $79.350,000 | $89.710,000 | $89.710,000 | $89.710,000 | $89.710,000
Construction Cost
?@%ﬁ)’ermg/ Design $7.730,000 |  $8,740,000 |  $8,740,000 |  $8,740,000 |  $8,740,000
Procurement (4% WRF) $3,174,000 $3,588,400 $3,588,400 $3,588,400 $3,588,400
Project Admin & CM
(12% WRF) $9,522,000 | $10,765,200 | $10,765,200 | $10,765,200 | $10,765,200
Permitting, monitoring,
and mitigation (1% WRF) $793,500 $897,100 $897,100 $897,100 $897,100
Existing WWTP $3.300,000 |  $3.300,000 | $3.300,000 |  $3.300,000 |  $3,300,000
Demolition
f\;’g;r)ty Acquisition $300,000 | $300,000|  $300,000|  $300,000|  $300,000
Recycled Water Project Capital Costs
Estimated Recycled Water
Project Capital $0 $8,940,000 | $18,440,000 | $17,820,000 | $18,110,000
Construction Cost
Engineering/Admin (RW) $0 $2,630,000 $5,430,000 $5,250,000 | $5,3230,000
Subtotal Program
Capital Cost Opinion $104,200,000 | $128,900,000 | $141,700,000 | $140,400,000 | $140,700,000
(rounded)
Construction Contingency $19,320,000 | $24,040,000 | $26,370,000 | $26,220,000 | $26,290,000
Total Program Capital | ¢4 596 000 | $152.940,000 | $167,570,000 | $166,620,000 | $166,990,000
Cost Opinion
Notes:

1) Estimated WRF Capital Construction Cost includes the WRF Project (lift station, pipelines, and
treatment plant) without any recycled water components, based on costs presented in the Draft FMP,
not including construction contingency or engineering/design, which are shown separately.

2) Cost assumptions for Alternative 0 are based on secondary treatment only, SBR option as described
in Section 7.3. Alternative 0 does not fulfill the community project goals to produce tertiary

disinfected wastewater or to produce reclaimed water.
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Table 2: Comparison of Total Estimated Program Costs

. Alternative | Alternative | Alternative | Alternative
Alternative 0
1 2 3 4
No Recycled
Water Project Urban Agricultural IPR East IPR West
(Secondary Reuse Exchange
only)

3) WREF costs for Alternatives 1 — 4 assume the MBR option from the Draft FMP. Based on estimates
in the Draft FMP, the total program capital cost opinion for Alternatives 1 — 4 would be
approximately $2M less with the SBR option.

4) Construction contingency consists of 25% of construction cost subtotal(s).

Next Steps
To further refine the project assumptions and costs, the recommended next steps are summarized
as follows:

Rate study update

Consultation with Water Board Division of Drinking Water (DDW)

Siting study for injection wells

Pilot study for injection and extraction

Groundwater modeling update (after/with pilot study)

Assessment of groundwater treatment and blending options at existing Brackish Water
Reverse Osmosis WTP

¢ Design of recycled water system, including advanced treatment, injection wells, pumps and
pipelines

Rate Study and Public Outreach

Based on the community project goals and City Council’s direction over the past year, most recently
confirmed at the February 21, 2017, Council Work Session, staff is preparing a Sewer Rate Study
Update to evaluate rate impacts for the IPR project alternative recommended in the Draft MWRP.
The Rate Study Update will be presented at the April 25" City Council meeting, after first being
presented to various City advisory boards (WRFCAC, CFAC and PWAB). A WRF Project Update
mailer is currently being drafted to provide a project update to the community, summarize the main
findings of the Draft MWRP, and advertise the WRF Project Update Information Forum planned for
early June.

CONCLUSION
Staff is seeking direction from Council regarding what, if any, recycled water options are to be
included as part of the WRF project.
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AGENDA NO: C-2

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and Council Members DATE: March 21, 2017
FROM: Craig Schmollinger, Finance Director/City Treasurer

SUBJECT: Presentation and Discussion of Fiscal Year 2015-16 City Audit Reports
RECOMMENDATION

Receive and file the 2015-16 City audit reports, along with a presentation from the City’s auditor,
The Pun Group. This audit is for the period of July 1, 2015 through June 30, 2016.

DISCUSSION

In 2015, the City issued a Request for Proposals (RFP) for auditing services, and because of that
RFP, the Pun Group was engaged to perform auditing services for the fiscal years ending June 30,
2015, 2016 and 2017, with the option to renew for two additional fiscal years (2018 and 2019). The
auditors were onsite in October 2016 to begin the data gathering process for the FY 2015-16 Audit.
That gathering process included review of expenditures paid, revenues received, contracts, and
general accounting processes for both accuracy and internal controls (fraud prevention). After the
audit team collected its information, the issues discovered were presented in the single-audit report
as audit findings.

There are levels of findings, depending on the severity of the evidence found; those levels are 1)
significant deficiencies; and 2) material weaknesses. A deficiency in internal control exists when
the design, or operation of a control, does not allow management or employees, in the normal
course of performing their assigned functions, to prevent, or detect and correct, misstatements on a
timely basis, with timely basis meaning by the fiscal year-end and prior to the auditor’s field work. A
deficiency in design exists when a control, necessary to meet a stated objective, is missing, or an
existing control is not properly designed, so that even if the control operates as designed, the
control’s objective would not be met. A deficiency in operation exists when a properly designed
control does not operate as planned, or the person performing the control does not possess the
necessary authority, or competence, to perform the control effectively to meet the desired objective.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility a material misstatement of the entity's financial statements will not
be prevented, or detected and corrected on a timely basis. Adopted Financial Policies and
Procedures would abate that issue, as the City would have clearly defined procedures in one
manual. Staff members do follow position process instructions and checklists; however, there is no
all-encompassing financial policy and procedure manual on which to rely.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. The existence of significant deficiencies or material weaknesses may already be
known to management and may represent a conscious decision by management, or those charged
with governance, to accept the risk associated with the deficiencies because of cost or other
considerations. City management is responsible for making decisions concerning costs to be
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incurred and related benefits. The auditor's responsibility is to communicate significant deficiencies
and material weaknesses regardless of management's decisions or intentions. The City, by its
continued action of maintaining a small accounting and finance staff, has agreed to accept the risk
associated with the deficiencies. Staff does have as many checkpoints in place as possible, but
there are areas determined by both the auditor and Management Partners (such as Purchase
Orders) to further eliminate potential fraud. It should be noted; the auditors did not find any
indication of fraud or misappropriation of public moneys.

The Pun Group issued its findings in the Audit, which include one material weakness, and three
significant deficiencies. A snapshot of those findings is included below, as well as attached
separately to this staff report.

Material Weakness

1) FEinding 2016-001 — Internal Control over Financial Reporting: Some Journal Entries did
not have evidence of appropriate review prior to posting.

Response: The Finance Director now must approve all Journal Entries prior to posting in
the financial system.

Significant Deficiency

1) Finding 2016-002 — Financial Condition: Noted reduction in net positions, for both the
General Fund and Harbor Enterprise Fund, predominately related to new Government
Accounting Standards Board (GASB) Statement No. 68 relating to how pension
obligations should be accounted for.

Response: Outside the new GASB accounting standards relating to pension accounting,
the City is making corrections to operating procedures to help ensure the finding is
corrected.

2) Finding 2016-003 — Accounting Policies and Procedures: The City does not have a
consolidated policies and procedures guide for finance staff utilization.

Response: The focus of four out of five staff members in the Finance Department new since
October 2016 has been getting up-to-speed on operations to this point. Staff are aware of
this finding, and will work towards developing a comprehensive accounting policies and
procedures guide.

3) Finding 2016-004 — Bond Coverage Ratio: The City’s agreement to purchase state water
through the San Luis County Flood Control and Water Conservation District contains a
provision requiring the City to collect water ratepayer rates annually to cover 125% of
contract payments for such water. The City currently is at a 116% bond coverage ratio,
which is below the noted 125% bond coverage threshold.

Response: The City has taken efforts to meet that bond coverage ratio requirement through
the adoption of new water ratepayer’s rates on May 26 2015. The 116%-coverage
represents an increase from 77% in summer 2015. The City anticipates the 125% coverage
ratio will be achieved during the current year (FY2016/17). The City has never missed a
payment for the state water purchased through the noted entity.

Staff are taking steps to correct the deficiencies identified. For example, accounting policies and
procedures are being drafted to address one of the findings.

2|Page
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Our Finance Department is both understaffed for the tasks it is charged with, and with having four
out of five full-time employees new since October 2016. That is, we likely have too few finance
personnel, which is exacerbated by new employees.

Both the past auditor, and the recent 2015 Management Partners review expressed concern with
the capacity of our finance staff. In their report a year ago, Management Partner stated:

The Finance Division is very leanly staffed, yet few related functions are contracted.
Because of the lean staffing, the department’s ability to provide financial and budgeting
information and assistance to operating departments is limited. In addition, the division has
limited capacity for innovation and planning, and, for example, does not prepare a
Comprehensive Annual Financial Report (CAFR), a Government Finance Officers
Association best practice.

There is inadequate time and funding allowed for training and participation in professional
organizations. Even getting routine work done is difficult when in the midst of audit or
budget preparation. While this “belt tightening” can work for short periods of time, it is not
sustainable over the long run.

While we have not considered hiring additional finance personnel at this point, the City Manager
has taken concrete steps to focus the Finance Department on finance. The Finance Department’s
previous supervisory responsibility for IT and Human Resources was moved to other departments
in late calendar year 2016.

CONCLUSION

Kenneth Pun from our audit firm, The Pun Group, will present the 2015/16 audit reports. There are
five reports: one City audit (Comprehensive Annual Financial Report, or “CAFR”), one on internal
controls, and three for Transportation Taxes (Transit, Bike Pathways, Roads).

DOCUMENTS AVAILABLE FOR REVIEW AT CITY HALL AND THE CITY WEBSITE:
City’s 2015-16 CAFR

Report on Internal Controls

Transit Audit

Bike Pathways Audit

Roads Audit

abkrwN =
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AGENDA NO: C-3

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor & City Council DATE: March 20, 2017
FROM: Scot Graham, Community Development Director
SUBJECT: Direction Regarding the Market Plaza Request for Qualifications

RECOMMENDATION

Staff recommends the City Council review the staff report and associated materials, receive the
presentation by staff, and provide direction in relation to going out with a Request for Qualifications
(RFQ) to identify firms that are interested and qualified to develop plans for the improvement of the
Market Plaza and Centennial Parkway area.

ALTERNATIVES
The Council could opt to leave the property as it is and not go out with an RFQ or the Council could
provide some other direction deemed acceptable to a majority of the Council.

FISCAL IMPACT
Issuance of an RFQ has no direct fiscal impact beyond the staff time spent to create, issue and
evaluate responses to the RFQ.

BACKGROUND

The City Council, on February 28, 2017, reviewed the RFQ request for Market Plaza and acknowledged
that area represents a significant economic development opportunity for the City (see Attachment 1 for
Feb. 28, 2017 Council Minutes). While the Council was supportive of the RFQ process, there was a
desire to obtain additional input from the General Plan Advisory Committee (GPAC), given its was
scheduled to review the Downtown Waterfront Strategic Plan (DWSP) at their March 8, 2017 meeting.

The Council also expressed interest in reviewing the draft RFQ document prior to release. To thatend,
staff has taken the GPAC input noted below and incorporated it into a draft RFQ that is provided as
Attachment 2 to this staff report.

Staff conducted a site-specific discussion with the GPAC concerning Opportunity Site 7 of the DWSP,
which contains the Market Plaza and Centennial Stair area. Overall the GPAC supported revitalization
of the area, finding general consensus for the following:

¢ Mixed-use hotel, restaurant and retail development. Don’t describe hotel as “high end,”
but instead use “full service”

¢ Include Centennial Plaza development

¢ Do not include the Off the Hook lease site in the RFQ. There was a common feeling it
was not fair to pull back the RFP process that was already underway, given proposers
had already expended significant effort and investment in the development of draft
conceptual designs for the lease site.
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No large monolithic structure/development

Incorporate a parking garage to replace lost parking

Step the development down the slope

Include differing roof lines

Museum may not be the best use in this location

Retail/restaurant on East side of Embarcadero at street level

Seafood/Artisanal product market ok if it doesn’t detract from existing seafood
establishments and support the overall fishing industry

Additional History

Market Plaza Property

The City Council, in December of 2015, authorized staff to move forward with the purchase of the
property containing DiStasio’s Restaurant (Market Plaza Property), including the adjacent 40-space
parking lot at the corner of Market and Pacific Street. The City was able to re-acquire the property for
$150,000 as a result of the Salwasser bankruptcy and because the City held a note on the property for
$1.2 Million. For the purpose of discussion, the “Market Plaza” property includes the City-owned “front
street” parking lot below DiStasio’s and adjacent to Centennial Parkway.

Centennial Parkway Project

As part of the Fiscal Year 2015/2016 Goal setting process, the City Council identified one of the
objectives as the need for preparation of a plan that would both widen the Embarcadero sidewalk along
the water side of the street and provide a new vision for the Centennial Stair area. The Centennial Stair
redesign has been termed the Centennial Parkway Project and was recently adopted by Council on
January 24, 2017.

January 2016 Council Direction

Staff brought the Market Plaza property forward to the Council for discussion at the January 26, 2016,
Council meeting. Council directed staff to obtain substantial public input related to redevelopment
options for this area. Specifically, Council directed staff to incorporate the Market Plaza concept
discussion into the ongoing efforts for Centennial Parkway and the General Plan/Local Coastal Program
update.

Staff has incorporated the Market Plaza discussion into outreach efforts for both the Centennial
Parkway Project and the Downtown Waterfront Strategic Plan. The discussion related to the Centennial
Parkway Project centered on ways in which the City could fund construction. Given City budgetary
constraints, the improvements identified in the adopted Centennial Parkway Project are unlikely to be
funded through the General Fund. Instead, outreach discussion focused on looking at opportunities
associated with public/private partnerships. Specifically, the Centennial Parkway Project area, on the
east side of the Embarcadero, could be developed as part of a public/private partnership endeavor
involving redevelopment of the following City-owned “Market Plaza” properties: DiStasio’s, portions of
Market Street, the City Parking lot below DiStasio’s and the parking lot at the northeast corner of Market
and Pacific. See Market Plaza/Centennial Parkway Map provided below:
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Staff also wrapped the Market Plaza discussion into the public outreach effort associated with the
Downtown Waterfront Strategic Plan (DWSP). Staff, along with the Michael Baker consulting team,
conducted outreach for the DWSP in the form of stakeholder interviews and three public workshops.
Those outreach efforts served to identify the Market Plaza site as Opportunity Site 7 in the draft DWSP.
Potential catalyst projects associated with the Market Plaza site (Opportunity Site 7) include the
following:

Cultural/Maritime/Historical Museum

Seafood Market, including produce, flowers and artisanal products

High end Hotel with restaurant/bar/retail and possible conference facilities
Ecotourism

Parking Facility (recommended by staff based on other public input)

DISCUSSION

To move the Centennial Parkway and Market Plaza projects forward, staff is recommending going out
with a RFQ to identify companies that would be interested in partnering with the City to develop the area
in a manner consistent with the direction provided above. The current draft RFQ incorporates the input
provided by the GPAC on March 8, 2017. Staff is requesting Council review the input provided by the
GPAC and provide direction related to the following two items:

a. Are the items/uses identified by the GPAC the correct items to be included in the RFQ?

b. Inclusion of the Off the Hook lease site in the RFQ. Staff has notincluded the Off the
Hook lease site into the RFQ, consistent with direction provided by GPAC. If the
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Council wishes to incorporate the Off the Hook lease site into the RFQ, then specific
direction will be needed.

Current Status of the Off the Hook RFP

The initial response to the RFP included three proposals. Staff then evaluated the
proposals and provided response letters outlining possible project related design issues.
Revised proposals were due on March 15, 2017. Two of the three proposers
resubmitted revised project designs on March 15%.  Staff is reviewing the revised
submittals and has tentatively scheduled them for Council consideration on April 11,
2017.

CONCLUSION

In order to support a robust local economy and, begin to achieve Council Goal #1 (Achieve Fiscal and
Economic Sustainability), staff is recommending the Council consider going out with a RFQ for
revitalization of the Centennial Parkway and Market Plaza properties and possibly including the Off the
Hook lease site. If Council authorizes the RFQ, then staff will develop a mailing list of potential
companies that may have interest in such a combined project. Staff will also post the RFQ to the City’s
website and to some of the online sites that host similar bid type postings.

Issuance of an RFQ will not bind the City, in any way, to future revitalization of the Market Plaza area.
The RFQ will simply identify investors who have the experience and capacity to conduct such a project.
Follow-up steps will include working closely with certain RFQ respondents to craft a project consistent
with our land use plans, emerging General Plan / Local Coastal Plan documents, and our Community
vision.

ATTACHMENTS
1. February 28, 2017 Council minutes
2. Draft RFQ

CC 3.28.17 Page 90 of 117



CC 3.28.17 Page 91 of 117



CC 3.28.17 Page 92 of 117



Council sub-committees for the Aquarium project, Morro Bay Power Plant, and Chevron
properties.

A-9  AUTHORIZATION FOR CITY MANAGER TO EXECUTE DOCUMENTS RELATED TO A
RURAL TRANSIT FUND GRANT AWARD FOR PURCHASE OF A NEW MORRO BAY
TRANSIT VEHICLE; (PUBLIC WORKS)

RECOMMENDATION: Council authorize the City Manager to execute all necessary
documents related to the Rural Transit Fund (RTF) grant awarded by the San Luis Obispo
Council of Governments on April 6, 2016, for the purchase of a new replacement Morro
Bay Transit vehicle.

A-10 ADOPTION OF RESOLUTION NO. 05-17 APPROVING AMENDMENT NO. 1 TO THE
LEASE FOR LEASE SITE 53-56/53W-56W (ESTERO LANDING, LOCATED AT 501
EMBARCADERO) BETWEEN THE CITY OF MORRO BAY AND ESTERO LANDING,
INC.: (HARBOR)

RECOMMENDATION: Council adopt Resolution No. 05-17, approving Amendment No. 1 to
the current lease for Lease Site 53-56/53W-56W, providing ten additional years of lease
term for substantial tenant improvement investment completed.

A-11 DISCUSSION OF AGENDA FOR THE CALIFORNIA MARINE AFFAIRS AND
NAVIGATION CONFERENCE (C-MANC) ANNUAL “WASHINGTON WEEK” MEETINGS
IN WASHINGTON, D.C.; (HARBOR)

RECOMMENDATION: Council receive this report and provide any desired input on the
elements herein.

A-12 APPROVAL OF EXTENSION OF THE CENTRAL COAST AQUARIUM CONSENT OF
LANDOWNER AGREEMENT FOR REDEVELOPMENT OF THE MORRO BAY
AQUARIUM LEASE SITE 69-70/69W-70W,; (HARBOR)

RECOMMENDATION: Council approve extensions of all performance compliance dates by
one year each on Central Coast Aquarium’s (CCA) current Consent of Landowner (COL)
agreement to facilitate CCA’s continued pursuance of funding and intent to redevelop
lease site 69-70/69W-70W. Staff further recommends the compliance dates be extended to
9 months after loan approval if such approval is granted by the USDA before December 31,
2017.

A-13 AUTHORIZATION TO ENTER INTO AN AGREEMENT FOR ALLOCATION OF
CONSTRUCTION AND FINANCING COSTS FOR AN ANIMAL SERVICES SHELTER,;
(CITY MANAGER/POLICE)

RECOMMENDATION: Council authorize the City Manager to execute an Agreement for
Allocation of Construction and Financing Costs for an Animal Services Shelter at 865
Oklahoma Avenue in San Luis Obispo, California, between the Cities of Atascadero, Arroyo
Grande, Grover Beach, Morro Bay, Paso Robles, Pismo Beach, San Luis Obispo, and the
County of San Luis Obispo.

A-14 RECEIVE DRAFT PERSONNEL RULES & REGULATIONS; EMPLOYER-EMPLOYEE
RELATIONS POLICY; POLICY PROHIBITING HARASSMENT, DISCRIMINATION AND
RETALIATION; AND DRUG-FREE WORKPLACE POLICY FOR CONSIDERATION AT
THE MARCH 14, 2017, CITY COUNCIL MEETING; (ADMINISTRATION)

RECOMMENDATION: Staff has prepared the report and attached documentation as a

Consent item to allow the Council adequate time to review the materials in preparation for

presentation and adoption at the March 14, 2017, City Council meeting.

3

MINUTES - MORRO BAY CITY COUNCIL - FEBRUARY 28, 2017
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REQUEST FOR QUALIFICATIONS
to

DESIGN AND CONSTRUCT AND OPERATE A
MIXED-USE HOTEL PROJECT AND PUBLIC PLAZA IN
MORRO BAY, CALIFORNIA

Approved:

Project Representative:

Scot Graham, Community Development Director
955 Shasta Avenue

Morro Bay, CA 93442

(805)-772-6291

sgraham@morrobayca.gov

Issue Date:
Closing Date:
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1. Overview
1.1 Project Objective

The City of Morro Bay is interested in receiving responses from firms specializing in
development of a mixed-use hotel facilities in beach communities along the California
Coast. The City is considering the development of a full-service hotel (minimum 50
rooms) with associated mixed-use development of retail, restaurant, public plaza and
parking solution (the “Project”). The City intends to identify qualified firms and possibly
solicit proposals from such firms for design, development and operation of a mixed-
use hotel project, including possible retail, restaurant, public plaza and parking
structure through a public/private partnership. This Request For Qualifications (RFQ)
seeks to identify potential providers of those services. One or more firms that respond
to the RFQ by submitting statements of qualification may be determined to be
especially qualified and capable of delivering what the City is seeking and may be
deemed eligible to receive the City’'s Request for Proposal (RFP) for further
consideration by the City as a possible “Developer” for the potential projects.

To meet that goal this Request for Qualifications (RFQ) is seeking submittals from fully
qualified parties for the economically feasible design, installation and operation of the
Project.

1.2 RFQ Respondents

It is anticipated the individual/joint-venture respondents to this RFQ will have extensive
experience in developing mixed-use hotel projects, as well as having the capacity to
finance and facilitate, directly or indirectly, the design, installation and operation of the
Project. In addition, the City is willing to consider different or alternative approaches to
the Project, such as private or public/private partnerships. The City is also in the
process of developing various economic development incentives, including a Transient
Occupancy Tax reinvestment program that may be available to respondents to the
potential RFP.

All respondents to the RFQ are subject to instructions communicated in this
document, and are cautioned to completely review the entire RFQ and follow
instructions carefully. The City retains the right to reject any or all statements of
qualifications or subsequent submittals and proposals, and to waive technicalities,
irregularities, and informalities, and retains the right to cancel or conclude this
process at any time without selecting a firm to provide the any of the what is
described in this RFQ, without any liability to any respondents, or any other person
or entity, and is under no obligation to make an award to this RFQ or prospective
RFP to any person or entity.

1.3  City of Morro Bay
Incorporated in 1964, the City of Morro Bay is a general law city on the Central Coast
of California, located halfway between Los Angeles and San Francisco on scenic

Highway One. It is a spectacular setting, with magnificent Morro Rock, harbor, rolling
breakers in the ocean, a sand spit and quiet inner bay. The community enjoys a
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peaceful way of life with miles of sandy beaches and offers plentiful opportunities for
outdoor activities.

Tourism and commercial fishing are the main features of the local economy, with the
City’s “working waterfront” being a prime cultural and economic feature. Morro Bay’s
population is 10,500.

1.4  Project Background

As part of the Fiscal Year 2015/2016 Goal setting process, the City Council identified
one of the objectives as the need for preparation of a plan that would both widen of the
Embarcadero sidewalk along the waterfront side of the street and provide a new vision
for the Centennial Stair area. The Centennial stair redesign has been termed the
Centennial Parkway project. On January 24, 2017, the City Council approved the
conceptual Centennial Parkway Plan. The approved concept plan for the Centennial
Parkway can be found at: http://www.morro-bay.ca.us/833/Planning-Hot-Topics

The City is in the process of a comprehensive update to its General Plan, Local Coastal
Program and Zoning Code. As part of that update, the City Council also authorized
preparation of a Downtown Waterfront Strategic Plan (DWSP) to better connect the
downtown and waterfront. Two of the Opportunity Sites identified in the draft DWSP are
both the Centennial Parkway (site 2) and the City lots at Embarcadero and Pacific
comprising the Market Plaza site (site 7). An aerial view of the Centennial Parkway
and Market Plaza properties is included herein as Attachment A.

The City owns the properties associated with Opportunity Sites 2 and 7 and is interested
in pursuing development of the properties under possible private efforts, a private/public
partnership or a combination of both. The Draft DWSP and associated General
Plan/Local Coastal Program update information can be found at:
http://www.morro-bay.ca.us/943/PlanMB

The Project is envisioned to be a joint endeavor involving the City’s Harbor, Community
Development and Public Works Departments, and with key participation from the City
Council and various City Commissions, Board and staff and the community.

1.5 Project Goals

The City envisions a new mixed-use hotel facility with a public plaza to be an
immediate enhancement and key connector between the downtown and
waterfront. While not seeking to be overly prescriptive on design, the City
expects the development will exemplify exceptional architecture, while
complementing the surrounding waterfront design theme and providing viable
commercial and/or restaurant space. The Project will also exemplify
environmentally sustainable technology related to design, construction and
efficient operation. The eventual development and design of the Project should
allow for maximum flexibility in order to respond to changes in community and
market needs over coming decades.
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The respondents to this RFQ are expected to pay special attention to the draft
design guidelines identified in the Draft DWSP and may include some or all of the
following design and operational aspects/parameters:

Full-service mixed-use hotel, restaurant and retail development.

Centennial Plaza development and integration

Appropriate parking facilities, including possible parking garage. Parking facility
to accommodate both the parking demand for the Project and replacement
parking for the two public surface parking lots that can potentially be
incorporated into the Project.

Development stepped down the slope

Include differing roof lines

Retail/restaurant on East side of Embarcadero at street level

Possible inclusion of local Seafood/Artisanal product market

No large monolithic design components

2. Definitions & Acronyms

2.1
2.2
23
24

2.5
2.6

City — City of Morro Bay

DIY - Do It Yourself

QRC - Qualifications Review Committee

Qualified Respondent — those individuals or joint-ventures responding to
this RFQ chosen by the City to submit a proposal, if a RFP is issued. Also
known as the “short list.” RFP - Request for Proposals

RFQ - Request for Qualifications

SOQ - Statement of Qualifications

3. Request for Qualifications Process

3.1

Inquiries

All inquiries related to this RFQ are to be directed, in writing (by mail or email), to the
Project Representative, as listed on the front cover of this RFQ. Information related to
this RFQ obtained from any other source, unless directed by the Project
Representative, is not official and should not be relied upon. Respondents to this RFQ
are invited and encouraged to contact the Project Representative with any questions,
comments or needs for information. All responses from the Project Representative will
be made available to all those persons who have been provided this RFQ.

3.2

Documents Available

The following public documents are available for review upon request:

3.2.1 Draft Downtown Waterfront Strategic Plan
3.2.2 2017 Centennial Parkway Plan
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3.3  Closing Date

Three complete hard copies, including one with an original signature as outlined in
Section 3.7, and one electronic copy of each response must be received before 5:00
p-m., Pacific Daylight Saving Time, XXXXX at the address on the front cover of this
RFQ. Responses sent by facsimile (“fax”) will not be accepted. Responses and their
envelopes should be clearly marked with the name and address of the Respondent
and the project title. Responses to this RFQ that are mailed or delivered by courier
should allow sufficient time to ensure the receipt by the City by the established
deadline.

3.4 Late Responses and Closing Date Extensions

Late responses will not be accepted. If an extension to the closing date and time is to
be provided, then that will be done by the City Manager, with at least 48-hours’
advance noticing before the existing published closing date and time. Any extension
to the closing date would be granted at the sole discretion of the City and only for
reasons that best serve the City’s interests in the Project, as determined by the City
Manager or City Council.

3.5 Qualifications Review Committee

The QRC will be appointed by the City Manager to rate and score the RFQ responses
and SOQ’s on a qualitative basis. The City and QRC may use appropriate technical
resources to provide assistance in evaluating the responses.

3.6 Review and Selection of Short List

The QRC will rate and score (in the QRC’s collective sole discretion) each
respondent’s response to this RFQ, based on the Evaluation Criteria and Scoring
Matrix as shown in Section 5. Failure of a response to this RFQ to meet all RFQ
requirements may render that response non-responsive, as determined by the City
Council upon a recommendation of the QRC. The extent to which a respondent meets
or exceeds Evaluation Criteria will be rated by the QRC and be reflective of the QRC’s
scoring (in the QRC’s collective sole discretion).

In its sole discretion, the QRC may hold interviews, ask written questions of the
respondents, seek written clarifications, conduct discussions on the SOQ’s, and solicit
updated SOQ’s during the evaluation process.

After considering the recommendations of the QRC, the City Council may decide to

develop a “short-list” of Qualified Respondents who would then be provided the
opportunity to respond to an RFP the City may issue for the Project.

3.7 Signed Responses

One of the complete hard copy responses must include an original “wet” signature or
signatures of the individual respondents, or principals of the joint-venture respondents.
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Signature(s) will be those that are required to legally bind each respondent to a
contract.

3.8 Effect of Responses and Review

This RFQ, responses to it and the City’s evaluation of SOQs responsive to this RFQ
are not a binding agreement or guarantee the City will issue an RFP for the Project.
Respondents to this RFQ will be assessed in light of the Evaluation Criteria and if
chosen as a Qualified Respondent, will be provided the opportunity to submit a
proposal to an RFP for the Project, if one is issued.

4. Post-RFQ Submittals (RFP)

Each Qualified Respondent who chooses to respond to an RFP issued for the Project, if any,
will be expected to submit the following as part of the RFP submittal, including narratives,
visuals and other supporting documentation:

4.1 Description of Service of the Developer

The City considers the services which are envisioned and generally described herein to be
broad spectrum in nature. Respondents shall not assume them to be mandatory. The
actual, final scope of services, however, may differ, may be greater or lesser, and shall be
determined prior to execution of a prospective future Agreement with a successful firm
after the RFP process. The relationship of the selected respondent to the City is
envisioned to be that of an independent entity, regardless of eventual financial
arrangements selected for actual development. It is recognizedthe “Developer team” will
likely eventually be made up of multiple entities (Developer, Financing Partner, Architect,
Contractor, Operator, etc.). The development, design, construction, and operation of the
Project will be governed by a development agreement, lease or other agreement. The
selected respondent, if any, will be responsible for:

1. Thoroughly evaluating the analyses conducted to date concerning the project area
(General Plan, Local Coastal Program, Downtown Waterfront Strategic Plan, and zoning
code).

2. Assembling a suitable development team experienced in the development, financing,
design, construction, implementation, branding, and operational management of mixed
use hotel projects.

3. Entering into a public-private arrangement such that the present and future economic,
operational and connectivity goals and objectives of the City are aligned with the selected
private-sector development entity. This includes utilization of the selected respondent’s
(“Developer”) experience and abilities in the development of the Project.

The eventual Developer and Developer team will be responsible for all aspects of the
envisioned Project through final occupancy, with coordinated approval of the City. The
Developer, including through the services of its Architect shall have overall responsibility
for the design of all elements of the Project in accordance with all applicable laws, the
requirements of Developer and City, and all technical services necessary or required in
connection with the design of the Project. Developer shall be responsible for all services
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provided whether such services are provided directly by Developer or by the Financing
Partner, Architect, Operator or any of its team or subconsultants. The scope of the basic
services to be provided relative to the Project shall include, but not be limited to, the
following disciplines to the extent necessary to provide a complete, and fully coordinated
development:

o Land Use Planning

o Financial Analysis

o Financial Planning

o Financing

o Hospitality Market Analysis
. Community engagement

o Architecture

o Civil Engineering

o Structural Engineering

o Mechanical Engineering

Electrical Engineering

Construction and Construction Administration
Plumbing and Fire Protection Engineering
ADA design

Acoustic design

Code compliance

Interior design

Sustainability, energy modeling, and building analysis
Traffic and Pedestrian planning
Wayfinding/Signage

Hotel Operation

The successful Developer and team will be well-versed in full-service hospitality industry
best practices, appropriate hotel design, hotel building codes, and the use, selection, and
availability of construction materials trending in the hospitality sector. The Developer and
team will have experience in the oversight of mixed-use hotel projects, including
extensive experience in providing leadership in projects that utilize highly-technical
building methods and applications. The Developer will have extensive experience in a
leadership position utilizing the integrated services of architects, engineers, construction
managers, financial staff, and project managers, and shall have the demonstrated ability
to do so successfully.

Responsibilities of the Developer will also include: conceptual and entitlement
processing, logistical planning during preconstruction, construction; operating plan
development, provision of project quality control systems, insurance, safety and
compliance programs, monitoring construction building controls and milestone schedules;
review of reports, and developed standards from providers of inspection, testing,
commissioning, and training services. The Developer and team will have the
responsibility for overseeing and implementing the Project on a daily basis pursuant to its
agreement(s)/permits with the City, and will provide the resources and expertise
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necessary to effectively monitor, review, and help coordinate as necessary, on the City’s
behalf, services performed by others involved in the Project.

The Developer will keep the City well-informed of the progress of the Project through all
phases, and will ensure that the relevant City agreements/permits are being adhered to.
The Developer, as a part of its services, will provide collegial collaboration, guidance, and
assistance. The City will insist all Developer team members for this Project approach it
with a spirit of teamwork, openness, and partnership. The Developer will be responsible
for providing, through the remaining RFP process and prospective development
agreement and permitting, all elements of suitable and successful mixed use hotel
development and operation. The operator for the Hotel must possess an established
history of successfully managing similar sized projects, preferably in a mixed-use, coastal
environment.

5. Deliverables for Statements of Qualifications

The Statements of Qualifications must be submitted in accordance with the instructions
provided below and must be responsive to all requested information below:

At this RFQ stage, the City is interested in receiving specific qualifications information about
the interested firms and known team members only. It is anticipated that many interested
Developer firms will not establish expanded teams until later in the prospective RFP process.
However, deliverables are requested below in such a way as to also provide the City with
general information on the firm’s past project teams, the firm’s ability to assemble qualified
teams, and team members potentially available to the firm for inclusion in this Project.

A. Experience and Qualifications

5.1

5.2

5.3

Provide basic company information: company name, address, name of primary
proposing contact, telephone number, fax number, e-mail address, and company
website (if available). If the firm has multiple offices, the qualification statement
shall include information about the parent company and branch office separately.
Identify office from which project will be managed and this office’s proximity to the
City. Provide form of ownership, including state of residency or incorporation, and
number of years in business. Is the respondent a sole proprietorship, partnership,
corporation, limited liability Corporation, or other structure?

Provide information pertaining to the principal personnel including but not limited
to: Principal in Charge, Lead Project Manager and all other key personnel. Please
include resumes and professional registration information for personnel identified.
Provide an Organization Chart for the principal known team. Provide information
on level of commitment for proposed senior personnel and key members of
principal team.

Provide experience of key resources on relevant projects of the firm including
professional qualifications and description of involvement/experience for proposed
project staff. This should include the degree of apparent relevant competencies of
the principal professional(s) and lead staff relative to the project and services
required, and evidence of competence. Provide information in regard to experience
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5.5

5.6

5.7

with team cooperation (listing past team members), understanding of the
hospitality and convention industry as it relates to development, and other relevant
experience. (At this stage, firms are asked for information on lead staff only, but
each firm may list qualifications and experience on more than one lead individual
who are being proposed for services).

Provide information on the firm’s demonstrated record of successfully developing
mixed-use hotel projects of a comparable size and scope to that envisioned.
Describe relevant projects in order of most relevant to least relevant, which
demonstrate the firm's capabilities to provide services for the City. For each
program or project, the following information should be provided:

a. Project name, image or rendering of completed project

b. Client entity name, project location and dates during which services were
performed.

c. Clear description of overall project (size, cost) and services performed by
each team member.

d. Description of the financing structure, including public/private structure, if
applicable.

e. Construction Delivery Method of the project.
f. Exact duration of project services provided by your firm.

g. Client contact information including contact names and telephone
numbers. (Include Public client)

h. Worst problem encountered in the project and how it was overcome.

Provide a statement on the firm’s experience and qualifications in an executive
developer role over multiple providers and phases of planning, financing,
preconstruction, design, construction, branding, and successful operation for
similar projects. Include any oversight of projects of relevance or extreme
complexity. Include any certifications, industry ratings, and national or international
achievement recognitions, etc., to attest to the level of experience and success.
Describe innovations that the firm might have introduced or employed to increase
the development’s adherence to guiding objectives.

Specifically address the firm’s proven ability to completely fulfill the requirements
as it relates to the Project.

Has the firm ever been removed from a contract or failed to complete a contract as
assigned? Explain.

B. Suitability

10
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Provide any information that may serve to differentiate your firm from other firms in
suitability for the Project, including, but not limited to:

5.8 Furnish evidence of the firm’s fit to the Project and needs of the City, any special or
unique qualifications for the Project, or unique approaches to this particular

Project.

5.9  Supply current and projected workloads.

5.10 Describe any special or enhanced capabilities offered by the firm or known team

members that may be particularly suitable for this Project.

5.11 Describe ability to gather resources in vicinity to the Project, and any knowledge of
the Project area, current area developments, and/or area history which may
uniquely benefit the firm and Project.

5.12 Provide a statement of suitability which includes the firm’s ability to assemble
appropriate and suitable team members. Include a list of potential appropriate
team members the firm believes will be available to contract with the firm for
Project services.

RFQ Evaluation Criteria

6.1 Experience and Qualifications

The following Evaluation Criteria are considered mandatory for all RFQ submissions:

ISR S e
- A
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Qualifications of respondent’s team members and key personnel.
Respondent’s organizational structure and governance.
Respondent’s years of experience in the industry.

Experience, within the last 15 years, with a project similar to the
Project, including planning/permitting, funding, construction/execution,
and operation.

Proven financial and organizational capacity to deliver the Project
Financial plan for successful completion and operation of the Project.
Statement responsive to the evaluation criteria elements.

Portfolio of developed and operated projects within the last 15 years,
preferably similar to the Project.

Respondent team vision and creativity.

6.2 Evaluation Scale

The Qualification Review Committee will evaluate Statements of Qualifications using the
following criteria:

e 15% Factor: Stability and resources of the submitting firm, including the firm’s
history, status, growth, overall resources of the firm, form of ownership, litigation
history, financial information, and other evidence of stability.
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e 40% Factor: Firm’s relevant experience and qualifications, including the
demonstrated ability of the firm in effective development services for projects
comparable in complexity, size, and function. This includes relevant experience
and qualifications of the principal and lead staff and level of experience in all
phases of project development, and evidence of proficiency and success in mixed
use hotel development proximate to the coast.

o 30% Factor: Firm’s apparent suitability to provide services for project, including
the firm’s apparent fit to the project type and/or needs of the City, any special or
unique qualifications for the project, suitability for active mixed use hotel
development, understanding of the hospitality industry and/ proven ability to
assemble appropriate teams and gather resources in location of service, proposed
quality control/quality assurance procedures, special or enhanced capabilities.

e 15% Factor: Past performance evidence of the submitting firm and its teams,
including level of quality of the services of the firm to previous customers,
customer’s statements of that quality, the firm’s ability to meet established time
requirements, the firm’s response to project needs during development phases, the
firm’s control of quality and budget.

7. RFQ Submission Requirements

71 Letter of submittal and statement of interest and understanding of the Project
7.2 Responses to Evaluation Criteria
7.3 At least three each of written professional and financial references

8. Submittal of Questions and Requests for Clarification

8.1 Questions about any aspect of the RFQ, or the Project, shall be submitted prior to
the XXXXXDeadline, and shall be submitted in writing to:

Scot Graham, Community Development Director
City of Morro Bay

955 Shasta Avenue

Morro Bay, CA 92442

e-mail: sgraham@morrobayca.gov

8.2 The deadlines for submission of questions relating to the RFQ are the times and
dates noted in 8.1 above. At any time prior to the submission date, the City may
issue an RFQ addendum to further clarify any part of this RFQ, amend this RFQ or
issue instructions or further information. Each such addendum will be posted
and/or distributed to all respondents. In addition, the City may adjust any timelines
related to the project referenced herein or otherwise.

9. Conflicts of Interest

A conflict of interest exists wherever an individual could benefit directly or indirectly from
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access to information or from a decision over which they may have influence, and also
includes a perceived conflict where someone might reasonably perceive there to be such
benefit and influence. A conflict of interest occurs when a staff member or consultant attempts
to promote a private or personal interest that results in an interference with the objective
exercise of their job responsibilities, or gains any advantage by virtue of his/her position.
Conflicts of interest may be real, potential or perceived.

Respondents should disclose conflicts of interest, or potential conflicts of interest, in writing, in
their submittals. The QRC will consider the nature of each respondent’s responsibilities and
the degree of potential or apparent conflict in deciding the course of action the respondent
needs to take to remedy the conflict of interest.

10. Limitations, Obligations & Reserved Rights

10.1 The City reserves the right to select one, more than one or no respondents
to move onto the “short-list” proposal phase, should one be conducted, as
a result of this process.

10.2 In connection with this process, the City reserves to itself all rights (which
rights shall be exercisable by the City in its sole discretion) available to it
under the law, including without limitation, the following, with or without
cause and with or without notice:

10.2.1 The right to cancel, withdraw, postpone or extend this RFQ or
subsequent RFP in whole or in part at any time prior to the execution by
the City of an contract/agreement, without incurring any obligations or
liabilities.

10.2.2 The right to issue a new RFQ.

10.2.3 The right to reject any and all responses, submittals and proposals
received at any time.

10.2.4 The right to modify all dates set or projected in this RFQ.

10.2.5 The right to terminate evaluations of responses received at any time.

10.2.6 The right to revise and modify, at any time prior to any RFP submittal
date, factors the City will consider in evaluating responses to this RFQ
and the subsequent RFP, if issued, and to otherwise revise its
evaluation methodology.

10.2.7 The right to waive or permit correction to data submitted with any
response to this RFQ until such time the City declares in writing a
particular stage or phase of its review of the responses to this RFQ is
completed and closed.

10.2.8 The right to issue addenda, supplements and modifications to this
RFQ, including, but not limited to, modifications of evaluation criteria or
methodology and weighting of evaluation criteria.

10.2.9 The right to permit submittal of addenda and supplements to data
previously provided with any response to this RFQ, until such time as
the City declares in writing a particular stage or phase of its review of
the responses to this RFQ is completed and closed.

10.2.10 The right to hold meetings and conduct discussions and
correspondence with one or more of the respondents responding to this
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10.3

10.4

10.5

10.6

10.7

10.8

RFQ to seek an improved understanding and evaluation of the
responses to this RFQ.

10.2.11 The right to seek or obtain data from any source that has the potential
to improve the understanding and evaluation of the responses to this
RFQ, including the right to seek clarifications from Respondents.

10.2.12 The right to add or delete respondent responsibilities from the
information contained in this RFQ or subsequent RFP, if one is issued.

10.2.13 The right to appoint and change appointees of any QRC.

10.2.14 The right to use assistance of technical and legal experts and
consultants in the evaluation process.

10.2.15 The right to waive deficiencies, informalities and irregularities in an
SOQ.

10.2.16 The right to disqualify any respondent that changes its submittal without
written City approval.

10.2.17 The right to change the method of award between the advertisement of
the RFQ and the advertisement of the RFP, if one is issued.

10.2.18 The right to respond to all, some, or none of the inquiries, questions
and requests for clarification received relative to the RFQ.

City assumes no obligations, responsibilities or liabilities, fiscal or
otherwise, to reimburse all or part of the costs incurred or alleged to have
been incurred by parties considering a response to or responding to this
RFQ, or any subsequent RFP, if one is issued. All such costs shall be
borne solely by each respondent and its team members.

City retains the right to retain, indefinitely, possession of all information and
data provided in response to this RFQ.

To the extent required by law, City may release to the public information
obtained from a response to this RFQ and the RFP, if issued,

By submitting a proposal in response to this RFQ, each respondent agrees
to indemnify, defend and hold harmless the City and its officers, agents,
employees, and consultants free and harmless against any and all liability,
including the costs of claims, suit and reasonable attorney's fees, arising
from, growing out of, or incidental to the actual or alleged use of any
copyrighted composition, secret or proprietary process, patented or
unpatented invention, article or appliance.

Nothing in this RFQ or in any subsequent RFP or any agreement entered
into with the City related to the Project shall constitute, create, give rise to
or otherwise be recognized as a partnership or formal business
organization of any kind between or among the City of Morro Bay or
respondent teams.

No person who is an officer, employee, contractor or consultant of a

respondent shall be an officer or employee of the City. No rights of the
City's civil service, retirement or personnel rules accrue to any respondent,
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10.9

10.10

its officers, employees, contractors, or consultants. Each respondent shall
have the total responsibility for all salaries, wages, bonuses, retirement,
withholdings, worker's compensation, other benefits and taxes and
premiums appurtenant thereto concerning its officers, employees,
contractors, and consultants. Each respondent shall indemnify, defend
and hold harmless, save and hold the City and each of its officers,
employees and agents harmless with respect to any and all claims for
payment, compensation, salary, wages, bonuses, retirement, withholdings,
unemployment compensation, other benefits and taxes and premiums in
any way related to a respondent's officers, employees, contractors and
consultants.

All respondents shall be required to be in compliance with the
Naturalization Reform Act of 1986 and all the rules and regulations
thereunder.

In its employment policies and practices, public accommodations and
provision of services, each respondent shall comply with all relevant and
applicable federal, state and local laws, regulations and standards relating
to discrimination, bias, and/or limitations, such as, but not limited to, Titles
VI and VII of the Civil Rights Act of 1964, the Age Discrimination in
Employment Act of 1967, the Americans with Disabilities Act of 1990, and
the Unruh Civil Rights Act.

THANK YOU FOR YOUR INTEREST IN THIS PROJECT
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ATTACHMENT A
Market Plaza and Centennial Parkway
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AGENDA NO: C-4

MEETING DATE: March 28, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: March 22, 2017

FROM: Joseph W. Pannone, City Attorney
Craig Schmollinger, Finance Director

SUBJECT: Adoption of Ordinance No. 611, Reauthorizing the Public, Educational and
Governmental Access Channel Fee

RECOMMENDATION

Staff recommends Council adopt, after reading by title only and with further reading waived, Ordinance
No. 611: An Uncodified Ordinance of the City of Morro Bay, California, Reauthorizing the Public,
Educational and Governmental (PEG) Access Channel Fee.

FISCAL IMPACT

The proposed Ordinance will allow the City of Morro Bay (City) to continue to collect PEG fees from
Charter Communications as the operator of the City’s cable TV provider. Those fees are typically
$28,000 to $32,000 per year.

BACKGROUND/DISCUSSION

Subdivision 5870(n) of the Public Utilities Code, which was enacted as the Digital Infrastructure and
Video Competition Act of 2006, authorized the City to adopt an ordinance establishing a fee on state-
franchised video service providers to support PEG access channel facilities. On February 13,2013, the
City adopted Ordinance Number 582, codified as Morro Bay Municipal Code (MBMC) Section 5.30.010,
“Fee for support of local cable usage,” to establish such a fee.

Subdivision 5870(n) of the Public Utilities Code states such an ordinance shall expire, and may be
reauthorized, upon the expiration of a state franchise. California Video Franchise Certificate Franchise
No. 0002, granted to Charter Communications, which franchise includes the City, will expire on March
30, 2017.

In addition, other state-issued Video Franchise Certificate Franchises within the City’s jurisdiction will
expire in coming years, each of which expirations will trigger the need for renewal of MBMC Section
5.30.010. The proposed uncodified Ordinance is intended to establish an evergreen renewal of MBMC
Section 5.30.010, until such time as the City Council takes action to repeal such reauthorizations.

At its March 14, 2017 meeting, the City Council adopted Urgency Ordinance No. 610 which took
immediate effect reauthorizing the fee charged by the City to telecommunication companies to support
PEG channel facilities until Ordinance No. 611 takes effect 30 days after adoption.

ATTACHMENT
1) Ordinance No. 611

Prepared By: DS Dept Review: ___JWP

City Manager Review: City Attorney Review: _ JWP
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AGENDA NO: C-4
ATTACHMENT: 1
MEETING DATE: March 28, 2017

ORDINANCE NO. 611

AN UNCODIFIED ORDINANCE OF THE CITY OF
MORRO BAY, CALIFORNIA, REAUTHORIZING THE
PUBLIC, EDUCATIONAL AND GOVERNMENTAL (PEG)
ACCESS CHANNEL FEE

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, Subdivision 5870(n) of the Public Utilities Code, which was enacted as the Digital
Infrastructure and Video Competition Act of 2006, authorized the City of Morro Bay (the “City”) to
adopt an ordinance establishing a fee on state-franchised video service providers to support PEG
access channel facilities;

WHEREAS, on February 13, 2013, the City adopted Ordinance No. 582, codified as Morro
Bay Municipal Code (MBMC) Section 5.30.010, “Fee for Support of Local Cable Usage,” to establish
such a fee;

WHEREAS, Subdivision 5870(n) of the Public Utilities Code states such an ordinance shall
expire, and may be reauthorized, upon the expiration of a state franchise;

WHEREAS, California Video Franchise Certificate Franchise No. 0002, granted to Charter
Communications, which franchise includes the City, will expire on March 30, 2017. In addition, other
state-issued Video Franchise Certificate Franchises within the City’s jurisdiction will expire in coming
years, each of which expirations will trigger the need for renewal of MBMC Section 5.30.010. This
uncodified Ordinance is intended to establish an evergreen renewal of MBMC Section 5.30.010, until
such time as the City Council takes action to cease such reauthorizations; and

WHEREAS, this uncodified ordinance will reauthorize the fee charged by the City to
telecommunication companies to support PEG channel facilities.

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

SECTION 1: The above recitals are true and correct and incorporated fully herein.

SECTION 2: The City Council hereby reauthorizes the fee on state-franchised video service
providers to support PEG channel facilities adopted in Ordinance Number 582. The fee shall remain
unchanged and in full effect as to all state-franchised video service providers.

SECTION 3: Commencing from, and after, the effective date of this Ordinance, the City’s
PEG fee in Ordinance No. 582 (MBMC section 5.30.010) shall automatically be reauthorized upon the
expiration of any existing or future Video Franchise Certificate Franchise(s) held by any state-
franchised video service provider operating within the City. Ordinance No. 582 (MBMC section
5.30.010) shall so renew upon the future expiration of Video Franchise Certificate Franchise(s),
unless the City Council takes formal affirmative action to cease the renewals and repeal this
Ordinance, which action may be taken at any time and without notice, except as required by the Ralph
M. Brown Act, California Government Code section 54950 et seq.
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SECTION 4: Adoption of this uncodified Ordinance is exempt from the California
Environmental Quality Act under CEQA Guidelines section 15061(b)(3) because it can be seen with
certainty there is no possibility the amendment may have a significant effect on the environment.

SECTION 5: If any section, subsection, sentence, clause, or phrase of this ordinance is for
any reason held to be invalid or unconstitutional by a decision of any court of any competent
jurisdiction, such decision shall not affect the validity of the remaining portions of this ordinance. The
City Council hereby declares that it would have passed this ordinance, and each and every section,
subsection, sentence, clause and phrase thereof not declared invalid or unconstitutional without
regard to whether any portion of the ordinance would be subsequently declared invalid or
unconstitutional.

SECTION 6: This Ordinance shall take effect 30 days after its adoption. The City Clerk, or
her duly appointed deputy, shall attest to the adoption of this Ordinance and shall cause this
Ordinance to be published and posted in the manner required by law.

INTRODUCED at a regular meeting of the City Council of the City, held on the 14" day of
March, 2017, by motion of Council Member Makowetski, seconded by Council Member Headding.

PASSED AND ADOPTED onthe __ day of , 2017, by the following vote:
AYES:
NOES:
ABSENT:
JAMIE L. IRONS, Mayor
ATTEST:

DANA SWANSON, City Clerk

APPROVED AS TO FORM:

JOSEPH W. PANNONE, City Attorney

01181.0015/350404.2
CC 3.28.17 Page 117 of 117



	A0 Agenda 3.28.17
	A1 Special Meeting Minutes 3.01.17
	A2 Special Meeting Minutes 3.14.17
	A3 Regular Meeting Minutes 3.14.17
	A4 Special Closed Session Minutes 3-15-17
	A5 Proclamation Month of the Child April 2017
	A-6 Staff Report FY 2016_17 Budget Amendment
	A-6a Resolution for  FY 2016-17 Budget Amendments
	A-6b Resolution Exhibit A for  FY 2016-17 Budget Amendments
	A7 - SR 03-28-17 DBW Launch Ramp Grant
	A7a - SR 03-28-17 DBW Launch Ramp Grant Att1-3
	A7b - Reso 03-28-17 DBW Launch Ramp Grant
	A8 - SR 03-28-17 144-144W Deed of Trust
	A8a - Reso 03-28-17 14-17 144-144W Deed of Trust (003)
	A8b - SR 03-28-17 144-144W Deed of Trust Att2
	A9 Draft 3-28-2017 WRF Status Update[1]
	A9a Att 1 WRF Project Schedule 030117
	A9b Att 2 Quarterly Budget Report - 2Q16-17
	Report pg1
	Report pg2
	Commitments thru 123116

	C-1 03-28-2017 MWRP Presentation_rev_RL 0920_ES
	C2 Staff Report for FY15_16 Audit Report Presentation
	C3 - CC Market Plaza  3.28.17
	C3a - CC_2017-02-28_Minutes
	C3b Attach 2 Market Plaza RFQ Draft
	C4 - sr for ord re peg fees
	C4a - Ord 611 PEG Fee Reauthorization--Morro Bay



