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, December 12, 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
- Recognition of Employee Service Pins

CLOSED SESSION REPORT
MAYOR & COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
CITY MANAGER REPORTS, ANNOUNCEMENTS AND PRESENTATIONS
PRESENTATIONS

- Presentation of Award by Morro Bay in Bloom (Walter Heath)

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-2

A-3

A-5

A-6

A-7

A-8

APPROVAL OF MINUTES FOR THE SEPTEMBER 28-29, 2017 CITY COUNCIL
CLOSED SESSION MEETING; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

APPROVAL OF MINUTES FOR THE OCTOBER 10, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

APPROVAL OF MINUTES FOR THE OCTOBER 24, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.
CITY COUNCIL ANNUAL MEETING SCHEDULE FOR 2018; (ADMINISTRATION)

RECOMMENDATION: Council approve the 2018 schedule for regular meetings to
be held the second and fourth Tuesdays of each month, with the exception of
July, November and December.

APPOINTMENT OF REPRESENTATIVES ON DISCRETIONARY BOARDS, COUNCIL
LIAISON ASSIGNMENTS AND COUNCIL SUB-COMMITTEES; (MAYOR)

RECOMMENDATION: Affirm the appointment of representatives to serve on the
various County or Regional Discretionary Boards, Council Liaisons Assignments
and Sub-Committees for calendar year 2018 as shown on the appointment list.

ADOPTION OF RESOLUTION NO. 62-17 RESCINDING RESOLUTION NO. 18-15 AND
COMMITTING TO UPDATE THE CITY'S GENERAL PLAN AND LOCAL COASTAL
PLAN BY SEPTEMBER 2018; (MAYOR)

RECOMMENDATION: Council adopt Resolution No. 62-17 rescinding Resolution
No. 18-15 and committing to update the City’s General Plan and Local Coastal
Plan by September 2018.

ACCEPT JEFFERY HELLER'S VOLUNTARY RESIGNATION FROM THE GENERAL
PLAN ADVISORY COMMITTEE (GPAC) AND ADOPT RESOLUTION NO. 64-17
REDUCING THE NUMBER OF GPAC COMMITTEE MEMBERS TO SEVEN; (CITY
CLERK)

RECOMMENDATION: Council accept the resignation of General Plan Advisory
Committee (GPAC) Member Jeffery Heller and consider adoption of Resolution
No. 64-17 reducing the committee size from nine to seven.

AUTHORIZE THE CITY MANAGER TO EXECUTE AN AMENDMENT TO THE CITY’S
CONTRACT WITH MENTAL MARKETING, INC FOR TOURISM MARKETING AND
PUBLIC RELATIONS; (TOURISM MANAGER)

RECOMMENDATION: Council authorize the City Manager to execute an
amendment, approved to form by the City Attorney, to the current contract with
Mental Marketing, Inc., to cover tourism marketing and public relations for year
two of the contract, as provided for in the Council approved budget for FY
2017/18.
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APPROVAL OF FINAL MAP FOR TRACT 2739 - BLACK HILLS VILLAS (485 & 495
SOUTH BAY BLVD); (PUBLIC WORKS)

RECOMMENDATION: Council adopt Resolution No. 63-17 approving the Final
Map for Tract 2739 — Black Hills Villas.

ADOPTION OF RESOLUTION NO. 66-17 AUTHORIZING A BUDGET ADJUSTMENT
OF $43,250 FOR AMERICAN WITH DISABILITIES ACT (ADA) TRANSITION PLAN
IMPROVEMENTS; (PUBLIC WORKS)

RECOMMENDATION: Council authorize a budget adjustment of $43,250 in Fund
915-8500, which is an on-going capital project for ADA implementation throughout
the City.

AUTHORIZATION TO ENTER INTO A CONTRACT WITH STAFFORD MCCARTY FOR
REPRESENTATION RELATED TO THE SALE OR LEASE OF THE MARKET PLAZA
PROPERTY; (COMMUNITY DEVELOPMENT)

RECOMMENDATION: Council review the staff report, and authorize the City
Manager to enter into a contract with Stafford McCarty (Steve McCarty) for listing
of the Market Plaza & Centennial Parkway project/properties.

ADOPTION OF (I) RESOLUTION NO. 67-17 APPROVING THE NEW AMENDMENT #1
TO THE NEW LEASE AGREEMENT BETWEEN THE CITY OF MORRO BAY AND
BOATYARD LLC FOR LEASE SITE 89/89W, LOCATED AT 845 EMBARCADERO,
AND COMMONLY KNOWN AS THE BOATYARD, AND RESCINDING THE
APPROVAL OF THE PREVIOUS AMENDMENT #1 AND (II) RESOLUTION NO. 68-17
APPROVING A NEW MASTER LEASE AGREEMENT BETWEEN THE CITY OF
MORRO BAY AND BOATYARD LLC FOR LEASE SITE 90/90W, LOCATED AT 885
EMBARCADERO, AND COMMONLY KNOWN AS OTTER ROCK CAFE

RECOMMENDATION: Council adopt Resolution No. 67-17, approving the new
Amendment #1, and rescinding the Amendment #1 previously approved by the
City Council on August 22, 2017, to the new Lease Agreement for Lease Site
89/89W, as proposed. Staff further recommend the City Council adopt Resolution
No. 68-17, approving a new Master Lease Agreement for Lease Site 90/90W, as-
proposed.

PUBLIC HEARINGS - NONE

BUSINESS ITEMS

STATUS UPDATE AND EVALUATION OF CONDITIONAL CONSENT OF
LANDOWNER PERFORMANCE PERTAINING TO REQUEST FOR PROPOSALS
AWARD ON LEASE SITE 87-88/87W-88W LOCATED AT 833 EMBARCADERO (OFF
THE HOOK) TO TLC FAMILY ENTERPRISES, AND COUNCIL DIRECTION, AS
DEEMED APPROPRIATE; (HARBOR)

RECOMMENDATION: Council receive staff presentation and TLC Family
Enterprises input, and consider whether TLC has performed adequately to
continue with the redevelopment process of this lease site. It is staff’'s
recommendation the Council deem TLC’s submissions responsive to the COL
requirements as discussed in this staff report.
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C-2 RECEIVE WATER RECLAMATION FACILITY FISCAL YEAR 2016-17 4™ QUARTER
PROGRAM BUDGET UPDATE AND PROVIDE COMMENTS AND DIRECTION AS
DEEMED APPROPRIATE; (PUBLIC WORKS)

RECOMMENDATION: City Council receive and file the budget status report of the
WRF program and provide direction, as deemed appropriate.

C-3 REVIEW OF COUNCIL SUBCOMMITTEE PROPOSED CHANGES TO THE COUNCIL
POLICIES & PROCEDURES AND ADVISORY BOARD BYLAWS AND ADOPTION OF
RESOLUTION NO. 65-17 AMENDING THE ADVISORY BOARD BY-LAWS
REGARDING APPOINTMENT AND QUALIFICATIONS OF MEMBERS AND MEETING
FREQUENCY FOR THE RECREATION AND PARKS COMMISSION; (CITY CLERK)

RECOMMENDATION: Council review the Council subcommittee list of proposed
changes to the Council Policies & Procedures and Advisory Board Bylaws, and
adopt Resolution No. 65-17 amending the Advisory Board By-Laws for the
Recreation and Parks Commission (“RPC”) to reduce the number of
Commissioners from seven to five and reduce the number of regular meetings
from eight to six per year.

D. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS

E. ADJOURNMENT

The next Regular Meeting will be held on Tuesday, January 9, 2018 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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MINUTES - MORRO BAY CITY COUNCIL AGENDANO: A1
SPECIAL CLOSED SESSION MEETING — MEETING DATE: December 12, 2017
SEPTEMBER 28, 2017 — 8:00 A.M.

SEPTEMBER 29, 2017 — 4:00 P.M.
CITY HALL CONFERENCE ROOM

PRESENT: Jamie lrons Mayor
Robert Davis Council Member
John Headding Council Member
Matt Makowetski Council Member
Marlys McPherson Council Member
STAFF: Martin Lomeli Interim City Manager

ESTABLISH QUORUM AND CALL TO ORDER
The meeting was called to order at 8:06 A.M., 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 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 APPOINTMENT
Title: City Manager

RECESS CLOSED SESSION and RECONVENE TO OPEN SESSION - The Council
reconvened to Open Session at 8:24 A.M. at Fire Station Training Room, 715 Harbor Street.

RECONVENE TO CLOSED SESSION - The Council reconvened to Closed Session at 8:54 A.M.
at City Hall Conference Room, 595 Harbor Street.

RECESS CLOSED SESSION and RECONVENE TO OPEN SESSION - The Council
reconvened to Open Session at 11:43 A.M. for lunch at Fire Station Training Room, 715 Harbor
Street.

RECONVENE TO CLOSED SESSION - The Council reconvened to Closed Session at 12:36
P.M. at City Hall Conference Room, 595 Harbor Street.

RECESS CLOSED SESSION — The Council recessed Closed Session at 2:28 P.M. to Friday,
September 29, 2017 at 4:00 P.M.

RECONVENE TO CLOSED SESSION - The Council reconvened in Closed Session Friday,
September 29, 2017 at 4:.01 P.M.

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 5:30 p.m.

Recorded by:

Dana Swanson
City Clerk

CC.2017.12.12 Page 5 of 135



This Page Intentionally Left Blank

CC.2017.12.12 Page 6 of 135



MINUTES - MORRO BAY CITY COUNCIL SEENE AL
REGULAR MEETING — OCTOBER 10, 2017 MEETING DATE: December 12, 2017
VETERAN'S MEMORIAL HALL — 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: Martin Lomeli Interim City Manager
Joe Pannone City Attorney
Dana Swanson City Clerk
Ikani Taumoepeau Deputy City Manager
Rob Livick Public Works Director
Scot Graham Community Development Director
Cindy Jacinth Senior Planner
Greg Allen Police Chief
Steve Knuckles Fire Chief
Eric Endersby Harbor Director

ESTABLISH QUORUM AND CALL TO ORDER
The meeting was called to order at 6:01 p.m., with all members present.

MOMENT OF SILENCE

PLEDGE OF ALLEGIANCE

RECOGNITION - None

CLOSED SESSION REPORT — No closed session meeting was held.

MAYOR AND COUNCIL MEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
https://youtu.be/GecbmzNKKMaY ?t=3m7s

CITY MANAGER REPORTS, ANNOUNCEMENTS & PRESENTATIONS — None

PRESENTATIONS
https://youtu.be/GcbmzNKKMaY?t=12m19s
o “Breast Cancer Awareness Month” Proclamation presented to Leslyn Keith and
members of the SurviveOars Dragon Boat Team
¢ “Domestic Violence Awareness Month” Proclamation presented to Christine Johnson

PUBLIC COMMENT
https://youtu.be/GecbmzNKKMaY ?t=33m30s

Nicholas Martinez of Harper’s Bottle Liquor & Deli provided the business spot. They are located
at 999 Main Street and open 6:00 a.m. to midnight Sunday — Thursday, and 6:00 a.m. to 1:00
a.m. Friday and Saturday. Bottle Liquor has been owned by the Harper family for 36 years and
offers deli services along with a wide selection of spirits, cordials, wine and beer.

Ken Greene, Morro Bay, thanked Council Member Headding for providing information regarding

the City’s legal expenses during a recent town hall meeting and requested improved tracking of
City expenses.
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Jeff Bacon, Morro Bay, announced the 4" Annual Trick-or-Treat event to be held Tuesday,
October 31, from 3:00 — 5:30 p.m.

Betty Winholtz, Morro Bay, spoke on behalf of Patrick Sparks, asking the Council to agendize a
15-minute presentation at its October 24 meeting to hear his proposal for upgrading the sewer
plant. She also commented on Item C-1, noting it was a generous contract.

Cynthia Hawley spoke on behalf of the Morro Bay Action Team, requesting the Council consider
amending Municipal Code Sections 2.08.020 and 2.08.025 to require a monthly financial report.

Anne Marie Schnitzer, Morro Bay, spoke in support of the request to agendize Mr. Sparks’
presentation, requested City expenditures be reported to the Council and residents, and supports
two medical marijuana businesses.

The public comment period was closed.

A. CONSENT AGENDA
https://youtu.be/GecbmzNKKMaY ?t=49m59s

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

A1 APPROVAL OF MINUTES FOR THE AUGUST 22, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-2  APPROVAL OF MINUTES FOR THE SEPTEMBER 12, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-3  APPROVAL OF MINUTES FOR THE SEPTEMBER 26, 2017 CITY COUNCIL SPECIAL
MEETING; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-4  APPROVAL OF PROCLAMATION DECLARING OCTOBER 15-21, 2017 AS “FREEDOM
FROM WORKPLACE BULLIES WEEK?”; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-5 APPROVAL OF PROCLAMATION DECLARING OCTOBER 2017 AS “DOMESTIC
VIOLENCE AWARENESS MONTH?”; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-6 APPROVAL OF PROCLAMATION DECLARING OCTOBER 2017 AS “BREAST
CANCER AWARENESS MONTH?”; (ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-7  APPROVAL OF AMENDMENT NO. 1 TO PAVEMENT MANAGEMENT PROJECT
CONTRACT NO. MB-2017-ST01; (PUBLIC WORKS)

RECOMMENDATION: City Council:
1. Approve Amendment No. 1, in the amount of $808,395.31, as an additional option

2
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period to the City Council awarded Indefinite Delivery, Indefinite Quantity (IDIQ)
contract with Pavement Coatings Co.;

2. Authorize a 5-percent contingency for the project in the amount of $40,419.77 to be
used to account for differences in material quantities; and

3. Authorize the Public Works Director to execute requisite contract documents

A-8 ADOPTION OF RESOLUTION NO. 57-17 APPROVING AMENDMENT NO. 2 TO THE
MEMORANDUM OF UNDERSTANDING BETWEEN THE CITY OF MORRO BAY AND
THE MORRO BAY POLICE OFFICERS’ ASSOCIATION ESTABLISHING THE CITYY’S
CONTRIBUTION TO EMPLOYEE HEALTH BANKS FOR 2018; (ADMINISTRATION)

RECOMMENDATION: City Council adopt Resolution No. 57-17 approving Amendment No.
2 to the 2016-17 Memorandum of Understanding between the City of Morro Bay and
the Morro Bay Police Officers’ Association, providing a 1% increase in the City’s
contribution to employee health banks for 2018

The public comment period for the Consent Agenda was opened; seeing none, the public
comment period was closed.

Mayor Irons pulled Item A-7.

MOTION: Council Member Davis moved the Council approve all except ltem A-7 on the
Consent Agenda. The motion was seconded by Council Member Headding and
carried unanimously, 5-0.

A-7 APPROVAL OF AMENDMENT NO. 1 TO PAVEMENT MANAGEMENT PROJECT
CONTRACT NO. MB-2017-ST01; (PUBLIC WORKS)
https://youtu.be/GecbmzNKKMaY?t=51m1s

Mayor Irons requested discussion of allocating funds to repair crosswalks in the business district.
Mr. Livick explained the sealing techniques that will be used are not appropriate for crosswalks
with major divots. He recommended the Council consider a review at mid-year to reallocate funds
for street repairs on the pedestrian path of travel. At Council Member McPherson’s request, Mr.
Livick reviewed the funding sources provided in the fiscal impact section of the staff report.
Council Member Headding confirmed these funds could not be used to offset the City’s CalPERS
liability.

Following discussion, there was Counsel consensus to direct staff to come back at mid-year with
paving options for pedestrian crosswalks in the business district using LTF funds.

MOTION: Council Member McPherson moved for approval of Item A-7. The motion was
seconded by Council Member Headding and carried unanimously, 5-0.

B. PUBLIC HEARINGS

B-1 ADOPTION OF RESOLUTION NO. 56-17 APPROVING CONCEPT CONDITIONAL USE
PERMIT NO. UP0-448 FOR 945 EMBARCADERO. PROJECT INCLUDES REMODEL
OF EXISTING RESTAURANT, HARBORWALK PUBLIC ACCESS IMPROVEMENTS,
AND IMPROVEMENTS TO ADJACENT ANCHOR PARK.; (COMMUNITY
DEVELOPMENT)
https://youtu.be/GecbmzNKKMaY ?t=59m33s

Senior Planner Jacinth presented the staff report and responded to Council inquiries.

Mayor Irons disclosed ex parte communications with the applicant, Stan VanBeurden.

3
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The public comment period for Item B-1 was opened.

Cathy Novak spoke on behalf of the applicant and described the proposed improvements. She
requested the project be approved with the deletion of Planning Commission condition #14, which
requires raising the Harborwalk decking to eliminate the ramp and provide a smooth transition to
the lease site to the south. She asked the applicant not be burdened with constructing a new
transition since he did not install the ramp and this project does not propose any modifications to
the existing wharf. She respectfully requested the Council approve the project with the deletion
of Planning Commission condition #14.

Ms. Novak and Mr. VanBeurden responded to questions posed by the Council.
The public comment period for Item B-1 was closed.

Mayor Irons proposed removing the park improvements from the project and focus on Harborwalk
improvements that address the transition in elevation. He suggested the City use impact fees to
fund Anchor Park sidewalk improvements on the waterfront and land side. The Council
concurred, and suggested park improvements be considered during the budget process.

Ms. Novak responded to the Council’s request, stating the applicant is willing to entertain this idea
and would have an architect review it in more detail.

MOTION: Council Member Headding moved Item B-1 be continued to a date certain
November 14, at which time we will reconsider the input that will come back to us
based upon the discussion that was had tonight. The motion as seconded by
Council Member McPherson and carried unanimously, 5-0.

C. BUSINESS ITEMS

C-1 REVIEW AND APPROVAL OF EMPLOYMENT CONTRACT WITH SCOTT COLLINS TO
SERVE AS THE CITY MANAGER; (ADMINISTRATION)
https://youtu.be/GecbmzNKKMaY ?t=1h50m16s

Interim City Manager Lomeli presented the report and responded to Council inquiries.

The public comment period for Item C-1 was opened.

Erica Crawford, Morro Bay Chamber of Commerce, spoke regarding the Chamber’s involvement

in the interview process and thanked the City for continuing to recognize the importance of having

the business community at the table.

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

MOTION: Mayor Irons moved the Council approve Item C-1, the contract for Scott Collins as
City Manager. The motion was seconded by Council Member Headding and
carried unanimously, 5-0.

Mr. Collins was invited to make a brief comment.

The Council took a brief recess at 8:05 p.m. The meeting reconvened at 8:16 p.m. with all
members present.

C-2 WATER RECLAMATION FACILITY PROJECT UPDATE; (PUBLIC WORKS)
4
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Public Works Director Livick presented the staff report and responded to Council inquiries.
The public comment period for Item C-2 was opened.

Barry Branin, Morro Bay, expressed concern about the rate structure provided by the consultants
and recommended project costs be determined before a rate discussion occurs. He commented
running lines along Quintana Road would negatively impact the business community.

Cynthia Hawley suggested this item was not agendized properly to allow the Council to take
action, and stated the City cannot move forward without an approved project.

John Maino, owner and operator of a cattle business on property adjacent to the South Bay Blvd.
site, submitted a letter for the record regarding the importance of minimizing the footprint and
keeping all nonessential operations off the property. He also expressed concerns about access
from South Bay Blvd to the site.

Alice Kolb, Morro Bay, was disappointed by Council Member McPherson’s letter to the Tribune
and comments made by Council Member Headding regarding neighborhood opposition to the
Righetti site.

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

Staff responded to questions raised during public comment. City Attorney Pannone clarified the
posted agenda provided to the public includes all items being asked of the Council tonight.

There was Council support to move forward with the accelerated schedule, as proposed, noting
it provides a more accurate cost estimate before the Proposition 218 process. The Council agreed
the WRFCAC financial subcommittee was an important component and should remain active,
and that it was it best to schedule regular WRFCAC meetings and cancel if no action was needed.
The Council stressed the importance of staying on schedule and if critical decisions need to be
made, then those decisions should come straight to the Council.

MOTION: Council Member Headding moved the Council direct staff to follow the accelerated
implementation schedule described in Agenda Item C-2, as outlined by Mr. Livick,
and also that we continue to schedule routine meetings of the WRFCAC
subcommittee and that if there were issues that needed to come to Council in the
event that a WRFCAC meeting could not be scheduled and/or convened prior that
were critical issues, that those be brought to Council and dealt with at that level,
hopefully mitigating some of the issues of concern. The motion was seconded by
Council Member McPherson.

Mayor Irons asked for clarification the priority was to adhere to the accelerated schedule and
items requiring Council action will not be delayed if a WRFCAC meeting cannot be convened.
Council Member Headding agreed.

The motion carried unanimously, 5-0.
The Council discussed tasking the WRFCAC with work on informational flyers and ‘fact checks’
to keep residents informed of progress. There was Council consensus to request a meeting with

the Cayucos Sanitary District to discuss the condition of the existing plant, project status, and
future plans as each entity gets closer to having their own plant.
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D. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS
https://youtu.be/GecbmzNKKMaY ?t=3h33m5s

Mayor Irons requested discussion to remove Richard Sadowski from advisory board positions on
the Planning Commission and WRFCAC at a special meeting on October 23 at 4:30 p.m. Council
Members Headding and McPherson supported the request.

E. ADJOURNMENT

The meeting adjourned at 9:44 p.m. The next Regular Meeting will be held on Tuesday, October
24, 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
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MINUTES - MORRO BAY CITY COUNCIL
REGULAR MEETING — OCTOBER 24, 2017
VETERAN'S MEMORIAL HALL - 6:00 P.M.

PRESENT: Jamie Irons
Robert Davis
John Headding
Matt Makowetski
Marlys McPherson
STAFF: Martin Lomeli
Joe Pannone
Chris Neumeyer
Dana Swanson
Rob Livick

Scot Graham
Jody Cox

Steve Knuckles
Eric Endersby

ESTABLISH QUORUM AND CALL TO ORDER

AGENDA NO: A-3
MEETING DATE: December 12, 2017

Mayor

Council Member
Council Member
Council Member
Council Member

Interim City Manager

City Attorney

Assistant City Attorney

City Clerk

Public Works Director

Community Development Director
Police Commander

Fire Chief

Harbor Director

The meeting was called to order at 6:01 p.m., with all members present.

MOMENT OF SILENCE
PLEDGE OF ALLEGIANCE

RECOGNITION

o Presentation of Certificate of Appreciation to Connor Bradley honoring the completion of his
Boy Scout Eagle Project at Cloisters Park.
https://youtu.be/8-XQOJKDpp4

e Presentation of Proclamation Expressing Appreciation for the Dedication and Public Service
of Martin (“Marty”) R. Lomeli as Interim City Manager of the City of Morro Bay.
https://youtu.be/8-XQOJKDpp4?t=8m2s

CLOSED SESSION REPORT - No Closed Session Meeting was held.

MAYOR AND COUNCILMEMBERS’ REPORTS, ANNOUNCEMENTS & PRESENTATIONS
https://youtu.be/8-XQOJKDpp4?t=12m34s

CITY MANAGER REPORTS, ANNOUNCEMENTS & PRESENTATIONS
¢ Introduction of Jennifer Callaway Schrantz, Finance Director
https://youtu.be/8-XQOJKDpp4?t=22m9s

PRESENTATIONS - None

PUBLIC COMMENT
https://youtu.be/8-XQOJKDpp4?t=24m24s
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Rafael Torres of Ariana Mexican Market & Deli provided the business spot. Ariana’s recently
opened a full kitchen and offers authentic Mexican food. They are located next to Chase Bank
and open Monday thru Saturday, 8 a.m. to 8 p.m. Please call 771-0229 for more information.

Jeff Bacon, on behalf of Erica Crawford, Morro Bay Chamber of Commerce, announced 4" Annual
Trick or Treat event to be held October 31, including a haunted house at the Morro Bay Police
Department.

Patrick Sparks requested the Council agendize a 10- to 15-minute presentation at its November
28 meeting to explain why he can save the City money by choosing none of the above.

Larry McNally, Morro Bay, suggested the time allowed for public comment be increased to five
minutes and, if less time is needed, a person be allowed to give their extra time to someone else.

Walter Heath, Morro Bay, announced Morro Bay was named the best overall city in its population
category for 3™ consecutive year by America in Bloom. He explained the evaluation process and
asked that the evaluation be posted on the City website.

Rigmor, Morro Bay, requested members of the public respect the allotted comment time and avoid
unnecessary outbursts.

Bill Woodson, Morro Bay, requested a WRF project timeline of milestones that must be met,
established checks and balances, and frequent project updates including key near term plans and
progress with dollars spent to date.

Ken Green, Morro Bay, reported the Monarch butterflies have returned on Cerrito Peak and
cautioned the public to only provide California native milkweed for Monarchs. He requested the
Council postpone Item C-2 to a future meeting.

Chuck Stoll, Morro Bay, thanked and recognized Walter and Jane Heath for their tireless work
on Morro Bay in Bloom. He also thanked Ikani for being so helpful and wished him well.

The public comment period was closed.

A. CONSENT AGENDA
https://youtu.be/8-XQOJKDpp4?t=44m22s

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

A-1  APPROVAL OF MINUTES FOR THE SEPTEMBER 26, 2017 CITY COUNCIL MEETING;
(ADMINISTRATION)

RECOMMENDATION: Approve as submitted.

A-2 ADOPTION OF RESOLUTION NO. 59-17 CONDITIONALLY AUTHORIZING THE
MAYOR TO EXECUTE DOCUMENTS NECESSARY FOR A NEW LOAN FOR THE
LEASE AGREEMENT AT LEASE SITE 71-74/71W-74W AND 75-77/75W-77W AND
ACCEPTING A DEED OF TRUST RELATED THERETO (MORRO BAY MARINA, LLC,
601-699 EMBARCADERO); (HARBOR)

RECOMMENDATION: Council adopt Resolution No. 59-17, authorizing the Mayor to
execute documents necessary for a new loan regarding the leasehold interest at
Lease Sites 71-74/71W-74W and 75-77/75W-77W. subject to approval of the City
Attorney and accepting a deed of trust related thereto.
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A-3  APPROVAL OF FINAL MAP 2670 (1889 SUNSET AVENUE) BY ADOPTION OF
RESOLUTION NO. 58-17; (PUBLIC WORKS)

RECOMMENDATION: Council adopt Resolution No. 58-17, approving the Final Map
2670.

The public comment for the Consent Agenda was opened; seeing none the public comment
period was closed.

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

B. PUBLIC HEARINGS - NONE

C. BUSINESS ITEMS

C-1 INTRODUCTION OF ORDINANCE NO. 612, WHICH ESTABLISHES A COMMERCIAL
CANNABIS OPERATIONS REGULATORY PROGRAM TO PERMIT TWO MEDICAL
CANNABIS DISPENSARIES, WHOLESALE MEDICAL CANNABIS DISTRIBUTION AND
MEDICAL CANNABIS DELIVERIES, WHILE PROHIBITING ALL OTHER COMMERCIAL
CANNABIS OPERATIONS; REGULATES AND PERMITS PERSONAL CANNABIS
CULTIVATION AND, AMENDS CURRENT SECONDHAND SMOKE REGULATIONS;
(ASSISTANT CITY ATTORNEY)
https://youtu.be/8-XQOJKDpp4?t=44m58s

Assistant City Attorney Neumeyer presented the staff report, responded to Council inquiries, and
sought clarification on certain provisions of the ordinance.

The Council took a brief recess at 7:33 p.m. The meeting reconvened at 7:42 p.m. with all
members present.

The public comment period for Item C-1 was opened

Adam Pinterits, Director of Government and Community Relations for Ethnobotanica, discussed
cash handling processes and fees, and suggested the Council consider provisional temporary
documentation to dual track state license applications, while working on local applications.

Nasseem Rouhani, County of San Luis Obispo Tobacco Control Program, appreciated the City’s
progress on a new marijuana ordinance and strengthening its secondhand smoke ordinance to
expressively include marijuana and e-cigarettes. She recommended strengthening and
expanding the outdoor smoking regulations.

Megan Souza, Megan’s Organic Market and Medical Delivery Service, expressed concerns about
the proposed cash handling fees, smoking in public regulations, and asked the Council to
consider removing or reducing the setback requirement from churches and parks.

Eric Powers, Megan’s Organic Market and Medical Delivery Service, opposed the proposed

smoking in public regulations and setbacks from churches. Regarding the timeline, he asked that
once buffers be established, they not be changed.
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Trina Lee, Cayucos, shared she works with vacation rentals and was looking forward to increased
tourism if adult use sales were allowed in Morro Bay. She suggested accepting applications on
January 1.

Rick Morse, Medmar Clinic, supported the proposed ordinance.

Kelly Trabrizi, Los Osos resident, realtor and Morro Bay property owner, suggested the proposed
buffers were too restrictive and requested churches be removed from the sensitive use
designation. She urged the Council to consider accepting dispensary applications as soon as
possible.

Habib Trabrizi, Los Osos resident and Morro Bay property owner, suggested a location less than
600 feet from a church not be excluded as a potential dispensary site and urged the Council to
change the application date.

Barry Branin, Morro Bay, considering State Park Campgrounds surround the City, suggested the
buffers include both City and State parks.

Cynthia Gonzalez spoke in support of medical dispensaries and deliveries, and provided
information regarding State licensing and tax regulations.

The public comment period for Item C-1 was closed.
Staff and Council responded to questions raised during public comment.

Following discussion, the Council agreed to remove churches from the buffer zone and establish
a 100-ft. buffer for parks. Due to current staffing constraints, it was agreed to keep the July 1
application date.

MOTION: Council Member McPherson moved for introduce for first reading by title only, with
further reading waived, Ordinance 612: An Ordinance of the City Council of the
City of Morro Bay, California, adding Chapter 5.50 (Commercial Cannabis
Operations Regulatory Program) to Title 5 of the Morro Bay Municipal Code to
Permit Certain Medical Commercial Cannabis Uses (Retail Sales, Deliveries and
(Wholesale) Distributor), to Prohibit All Other Medical Commercial Cannabis Uses,
and to Prohibit All Adult-Use (Recreational) Commercial Cannabis Uses;
Repealing Chapter 9.06 of Title 9 of the Morro Bay Municipal Code and Replacing
it with a New Chapter 9.06 (Personal Cannabis Cultivation) to Regulate Personal
Cannabis Cultivation; and, Amending Chapter 9.24 (Secondhand Smoking
Regulations) of Title 9 of the Morro Bay Municipal Code to Strengthen Regulation
of Secondhand Smoke and Expressly Include Cannabis and Electronic Smoking
Devices. There are four changes to the Ordinance, as presented in the staff
report: On page 35 of 189, Section 9.06.040 A.5., which refers to property site
plans and floorplans, the word “scaled” is removed and at the end add
“dimensioned hand sketch acceptable.” On page 59 of 189, “Location
Restrictions” Section 5.50.120 C.2., will now read, “No retail (medical) operation
shall locate within six hundred (600) feet of a school, day care center or youth
center.” We’'ll be removing religious institution, and removing “park” from that
sentence, and will be adding another sentence which says, “No retail medical
operation shall locate within one hundred (100) feet of a park.” That exact same
change will be made on page 62 of 189 to section 5.50.130 C.2., which is an
identical location restriction for wholesale distributor. The last change is on page
60 of 189 for Section 5.50.120 L. will now read, “No Recommendations On-site.

4

MINUTES - MORRO BAY CITY COUNCIL — OCTOBER 24, 2017
Iltem A-3 Page 4 of 7



Retail (medical) operations shall not have a physician or any person licensed to
recommend medical cannabis for medical use at the location of the commercial
cannabis operation to provide a recommendation or physician’s recommendation,
for the use of medical cannabis.” The motion was seconded by Council Member
Davis and carried unanimously, 5-0.

The Council and revisited comments and questions from the general Public Comment period.
https://youtu.be/8-XQOJKDpp4?t=2h23m46s

C-2 APPROVAL OF UPDATED CITY LOGO AND TAG LINE; (COMMUNITY
DEVELOPMENT/TOURISM)
https://youtu.be/8-XQOJKDpp4?t=2h35m30s

Community Development Director Graham presented the staff report and, along with Tourism
Manager Jennifer Little, responded to Council inquiries.

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

There was full Council support for the Tourism Business Improvement District (“TBID”) Advisory
Boards recommendation regarding the logo, but some concern about the proposed tagline.

MOTION: Council Member Headding moved the Council approve the recommendation from
TBID board and use of the preferred updated logo option and approve use of “Put
Life on Coast” tag line. The motion was seconded by Council Member Davis and
carried 4-1 with Council Member McPherson opposed.

C-3 STATUS AND CONSIDERATION OF WITHDRAWAL FROM THE MEMORANDUM OF
AGREEMENT BETWEEN THE SAN LUIS OBISPO CITIES AND SAN LUIS OBISPO
COUNTY FOR THE CONSTRUCTION AND FINANCING OF AN ANIMAL SERVICES
SHELTER, AND PROVIDE DIRECTION DEEMED APPROPRIATE;
(ADMINISTRATION)
https://youtu.be/8-XQOJKDpp4?t=3h2m9s

Interim City Manager Lomeli presented the staff report and responded to Council inquiries.
The public comment period for Item C-3 was opened.

Betty Winholtz, Morro Bay, expressed concern about cost and what to do when you’ve negotiated
with all the cities, then two cities pull out. She suggested giving authority to pull out, send letters
to Paso Robles and Atascadero letting them know you’re upset, and possibly San Luis Obispo as
well.

The public comment period for Item C-3 was closed.

The Council supported staff recommendation as well as sending letters co-authored by the Mayor
and City Manager to Paso Robles and Atascadero. Mayor Irons suggested sending letters to
Grover Beach and the other cities asking them to stay in; the Council concurred.

MOTION: Mayor Irons moved the Council authorize the City Manager to withdraw from the
Memorandum of Agreement (MOA) for an animal services shelter if all three of the
largest cities currently part of the MOA also do so by October 31, 2017, with the
addition of the letters, as discussed, to Paso Robles and Atascadero, as well as to
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the other cities stating we support staying in and would ask you to do the same.
The motion was seconded by Council Member Headding and carried unanimously,
5-0.

The Council took a brief recess at 9:27 p.m. The meeting reconvened at 9:33 p.m. with all
members present.

C-4 WATER RECLAMATION FACILITY (WRF) PROJECT GOAL, WITH CHANGES
DEEMED APPROPRIATE, AND AUTHORIZATION TO ADVERTISE THE DESIGN-
BUILD REQUEST FOR QUALIFICATIONS (RFQ); (PUBLIC WORKS)
https://youtu.be/8-XQOJKDpp4?t=3h21m29s

Public Works Director Livick presented the staff report and responded to Council inquiries.
The public comment period for Item C-4 was opened.

Betty Winholtz, Morro Bay, objected to the risks being taken with an accelerated schedule and
the additional cost of housing auxiliary staff at the plant.

Barry Branin, Morro Bay, supported the RFQ process and stressed the importance of vetting the
design before the RFP stage.

Homer Alexander, Morro Bay, stressed the importance of keeping waste water treatment plant
and reclamation costs separate, noting it was critical the sewer rate increase be kept at a minimum
to gain community support.

Bob Keller, Morro Bay, stated the primary concern is keeping costs as low as possible for a quality
facility and stressed the importance of moving forward as soon as possible.

Cynthia Hawley, Morro Bay, expressed concern the Council was approving the design build of a
specific reclamation project without public notice. If that is not the case, she asked when that
decision would be made in public.

The public comment period for Item C-4 was closed.

The Council and staff responded to questions raised during public comment.

The Council reviewed the proposed revised WRF project goals and agreed on the following
changes:

Goal 1: All aspects of the WRF project shall be completed ensuring economic value with
a special emphasis on minimizing rate payer and City expense.

Goal 2: Communicate WRF project progress including general project status, milestones,
and budget/cost information to our community members regularly.

Goal 3: Produce tertiary, disinfected wastewater in accordance with Title 22 requirements
for unrestricted urban irrigation.

Goal 4: Design to produce reclaimed wastewater to augment the City’s water supply, by

either direct or indirect means, as described in a master water reclamation plan
and to maximize funding opportunities.
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Goal 5: Include features in the WRF project that maximize the City’s opportunities to
secure funding and maximize efficiencies.

Goal 6: Design to minimize the impacts from contaminants of emerging concern in the
future.
Goal 7: Ensure compatibility with neighboring land uses.

MOTION: Mayor Irons moved the meeting go past 11:00 p.m. The motion was seconded by
Council Member McPherson and carried 3-2 with Council Members Davis and
Makowetski opposed.

Mr. Livick read final WRF Council Subcommittee recommendations for the RFQ into the record:

e Authorize the WRF Subcommittee to review and confirm recommended changes to the RFQ
have been made prior to publication.

e Add the following to the Draft RFQ:

0 Add to Section VII C: The City encourages the submittal of alternative designs in as
much as the alternate designs comply with all the goals of the City and Performance
Specifications.

0 Add to the Criterion Matrix under “Past Performance on Similar Projects By Proposer”:
Identify from your past projects innovative technologies and functional features that in
your opinion are most applicable to the proposed Morro Bay project.

Council Member Headding suggested the stipend be reduced to $75,000. Mr. Livick agreed that
would be fine.

MOTION Mayor Irons moved the Council approve the RFQ with the recommended changes,
and authorizing the WRF subcommittee to have final review prior to the release of
the document, and to modify the goals, as discussed. The motion was seconded
by Council Member Davis and carried unanimously, 5-0.

D. COUNCIL DECLARATION OF FUTURE AGENDA ITEMS
None
https://youtu.be/8-XQOJKDpp4 ?t=4h54m37s

E. ADJOURNMENT

The meeting adjourned at 11:07 p.m. The next Regular Meeting will be held on Tuesday,
November 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
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AGENDA NO: A4

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 28, 2017
FROM: Scott Collins, City Manager

SUBJECT: City Council Annual Meeting Schedule for 2018

RECOMMENDATION

Staff recommends the City Council approve the 2018 schedule for regular meetings to be held the second and
fourth Tuesdays of each month, with the exception of July, November and December.

ALTERNATIVES
The Council may alter the proposed meeting schedule.

FISCAL IMPACT
None

BACKGROUND AND DISCUSSION — 2018 Meeting Calendar

Consistent with recent years, the proposed schedule for regular City Council meetings held on the second and
fourth Tuesdays of each month beginning at 6:00 p.m. with the following exceptions: July 24, November 27 and
December 25 will be canceled.

In this example, meetings will be held on the following dates:

January 9 January 23
February 13 February 27
March 13 March 27
April 10 April 24
May 8 May 22
June 12 June 26
July 10 N/A

August 14 August 28
September 11 September 25
October 9 October 23
November 13 N/A
December 11 N/A

Staff is reviewing the Strategic Planning Framework Policy established by Resolution No. 72-15 and will return to
Council at the January 9, 2018 Council meeting with a proposed goal setting, advisory board work plan and
budget calendar.

Prepared By: DS Dept Review: ___SJC

City Manager Review: _SJC City Attorney Review:
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AGENDA NO: A-5

MEETING DATE: December 12, 2017

Staff Report Addendum

TO: Honorable Mayor and City Council DATE: December 11, 2017
FROM: Dana Swanson, City Clerk
SUBJECT: Appointment of Representatives on Discretionary Boards, Council, Liaison

Assignments and Council Sub-Committees

ADDENDUM
Please refer to the attached corrected list of City Council Discretionary Appointments for 2018.

Prepared By: DS Dept Review:




AGENDA NO: A-5
ATTACHMENT: 1

MEETING DATE: December 12, 2017

CITY COUNCIL DISCRETIONARY APPOINTMENTS (2018)

INTEGRATED WASTE MANAGEMENT AUTHORITY (meets the 2" Wednesday of every other
odd numbered month; 130pm; Board of Supervisors Chambers, SLO Government Center)

Red Davis Designee

John Headding Alternate

COUNTY WATER RESOURCES ADVISORY COMMITTEE (meets the 1% Wednesday of the
month; 1:30-3:30pm; City County Library Room, 995 Palm, SLO)

Matt Makowetski Delegate

City Manager (or their designee) Alternate

SAN LUIS OBISPO REGIONAL TRANSIT AUTHORITY (SLORTA) &
SAN LUIS OBISPO AREA COORDINATING COUNCIL (SLOCOG) (RTA meets the 1

Wednesday of every ether—odd numbered month; 8:30am; Beard—of-Supervisors-Chambers;
SLO-County-Government-Centen){SLOCOG meets the 1% Wednesday of every etheroddeven

numbered month;—at-cenelusion-of RTA-meeting: 8:30 a.m.; Board of Supervisors Chambers,
SLO County Government Center)

John Headding Delegate
JamielronsRed Davis Alternate

CMC CITIZENS' ADVISORY COMMITTEE (1-year term) (meets the 3 Friday of every other
month; 1-2pm; at CMC)
Council to appoint Citizen Member

AIR_ POLLUTION CONTROL DISTRICT (meets the 4" Wednesday of every other odd
numbered month; 9am; Board of Supervisors Chambers, SLO County Government Center)
John Headding Member
Red Davis Alternate

COMMUNITY ACTION PARTNERSHIP OF SAN LUIS OBISPO COUNTY, INC.

(formerly EOC) - (3-year term) (meets the 3" Thursday of every month; 5pm; CAPSLO Board
Room, 1030 Southwood, SLO). Morro Bay rotated off the Board in 2014. Los Osos CSD is the
coastal city representative for 2017-19. The next opportunity to cycle back in, at CAPSLO’s
request, will be in 2020.

ECONOMIC VITALITY CORPORATION (meets the 3" Wednesday of every month; 4-5:30pm;
Cannon & Assoc, 1050 Southwood, SLO)

John Headding Liaison

Red Davis Alternate

NATIONAL ESTUARY PROGRAM (Executive Committee meets quarterly; 2" Wednesday of
the month in February, May, August and November; 4-6pm)

Matt Makowetski Member

Red Davis Alternate

CITY SELECTION COMMITTEE (as needed)
Jamie Irons (Mayor) Member
Mayor Pro Tem Alternate

LEGISLATIVE DELEGATE (as needed)
Jamie Irons (Mayor) Member
Mayor Pro Tem Alternate




SAN LUIS OBISPO COUNTY HOUSING TRUST FUND
City Manager or designee (Community Development) Member

HOMELESS SERVICES OVERSIGHT COMMITTEE (meets the 3 Wednesday of odd
numbered months; 1-3pm; SLO Vets Building Lounge Room, 801 Grand, SLO)

Marlys McPherson Member

Red Davis Alternate

The following City Council Liaison Assignments were made to City Committees and Boards:

PLANNING COMMISSION (meets 1%t and 3" Tuesday of every month; 6:00pm; Vets Hall)
Jamie Irons Liaison

HARBOR ADVISORY BOARD (meets the 1% Thursday of every month; 6:00pm; Vets Hall)
Matt Makowetski Liaison

RECREATION AND PARKS COMMISSION (meets the 3™ Thursday of the month; 6:00pm:;
Vets Hall)
Red Davis Liaison

PUBLIC WORKS ADVISORY BOARD (meets the 3" Wednesday of the month; 5:30pm; Vets
Hall)

Marlys McPherson Liaison

MORRO BAY TOURISM BUSINESS IMPROVEMENT DISTRICT BOARD (meets the 3
Thursday of every month; 9:00am; Vets Hall) AND SAN LUIS OBISPO COUNTY TOURISM
MARKETING DISTRICT ADVISORY COMMITTEE (meets semi-annually on the first Thursday
of May and December at Embassy Suites, 333 Madonna Rd., SLO)

Red Davis Liaison

CITIZENS OVERSIGHT / FINANCE COMMITTEE (meets the 3 Tuesday of every month:
3:30pm; Vets Hall)
John Headding Liaison

WATER RECLAMATION FACILITY CITIZEN ADVISORY COMMITTEE (meets the 1 Tuesday
of every month at 3pm; Vets Hall)
Marlys McPherson Liaison

GENERAL PLAN ADVISORY BOARD COMMITTEE (meets the third Thursday of the month at
4pm; Vets Hall)
Red Davis Liaison

The following appointments were made on City Council Sub-Committees:

COUNCIL SUBCOMMITTEE ON EMPLOYEE GRIEVANCES (meets as needed)
John Headding Member
Marlys McPherson Member

WATER RECLAMATION FACILITY / JPA SUB-COMMITTEE
Jamie Irons Member
Marlys McPherson Member

MORRO BAY POWER PLANT
Jamie Irons Member
John Headding Member




AQUARIUM
Jamie Irons Member
John Headding Member
CHEVRON PROPERTY
Jamie Irons Member
JohnHeaddingRed Davis Member
U.S. COAST GUARD
Jamie Irons Member
John Headding Member
ESTERO BAY ALLIANCE OF CARE (*EBAC")
Marlys McPherson Member
Red Davis Member

CANNABIS REGULATIONS
Red Davis Member
Marlys McPherson Member

AGENDA NO: A-5
ATTACHMENT: 1
MEETING DATE: December 12, 2017

REVIEW OF COUNCIL POLICIES & PROCEDURES / ADVISORY BOARD BY-LAWS

Jamie Irons Member
Marlys McPherson Member




AGENDA NO: A-5
MEETING DATE: December 12, 2017

Council Report

TO: City Council DATE: November 27, 2017
FROM: Jamie L. Irons, Mayor

SUBJECT: Appointment of Representatives on Discretionary Boards, Council Liaison
Assignments and Council Sub-Committees

RECOMMENDATION

Affirm the appointment of representatives to serve on the various County or Regional
Discretionary Boards, Council Liaison Assignments and Sub-Committees for calendar year
2018 as shown on the attached appointment list.

DISCUSSION
The City Council Policies and Procedures Section 6.1 states:

“‘Annually the Mayor shall make appointments to a variety of County and/or
regional committees and boards (discretionary appointments). One member of
the Council shall serve as a voting representative and one member shall serve
as alternate. To the best of their ability, voting delegates shall reflect the majority
view of the Council as a whole, rather than their own personal opinions.”

Pursuant to Council Policies and Procedures Section 6.1, the Mayor can seek input from City
Council regarding the appointment to County and/or Regional Boards, but ultimately, the Mayor
is responsible for the appointment of these positions. Attached for your review is a list of the
proposed City Council Discretionary Appointments.

The City Council Policies and Procedures Section 6.2.1 States:

“The City Council shall assign a Council liaison to each of the following advisory
boards: Recreation & Parks Commission, Harbor Advisory Board, Public Works
Advisory Board, and Tourism Business Improvement District Advisory Board.”

“The purpose of the liaison assignment is to facilitate communication between
the City Council and the advisory body. The liaison also helps to increase the
Council’s familiarity with the membership, programs and issues of the advisory
body. In fulfilling their liaison assignment, members should either attend advisory
body meetings or watch the meeting broadcasts and maintain communication
with the advisory body on a regular basis.”

Prepared By: JLIrons Dept Review:
City Manager Review: City Attorney Review:
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“Members should be sensitive to the fact that they are not participating members
of the advisory body, but are there rather to create a linkage between the City
Council and the advisory body. In interacting with advisory bodies, Council
Members are to reflect the views of the Council as a body. Being an advisory
body liaison bestows no special right with respect to advisory body business.”

Pursuant to City Council Policies and Procedures Section 6.2.1, the City Council shall assign
Council Liaisons to the Advisory Bodies, including the Citizens Finance Committee, General
Plan Advisory Committee, and Water Reclamation Facility Citizens Advisory Committee.
Attached for your review is a list of the proposed City Council Liaisons.

The City Council Policies and Procedures Section 6.2.2 States:

“Council may establish several sub-committees of no more than two members to
address areas of concern and/or study.”

Attached for your review is the list of board appointments, liaison assignments and previously
established Council sub-committees. Thank you for the cooperative work on these board
assignments.

ATTACHMENT
1. City Council Discretionary Appointments 2018
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AGENDA NO: A-5
ATTACHMENT: 1
MEETING DATE: December 12, 2017

CITY COUNCIL DISCRETIONARY APPOINTMENTS (2018)

INTEGRATED WASTE MANAGEMENT AUTHORITY (meets the 2" Wednesday of every other
odd numbered month; 130pm; Board of Supervisors Chambers, SLO Government Center)

Red Davis Designee

John Headding Alternate

COUNTY WATER RESOURCES ADVISORY COMMITTEE (meets the 15t Wednesday of the
month; 1:30-3:30pm; City County Library Room, 995 Palm, SLO)

Matt Makowetski Delegate

City Manager (or their designee) Alternate

SAN LUIS OBISPO REGIONAL TRANSIT AUTHORITY (SLORTA) &
SAN LUIS OBISPO AREA COORDINATING COUNCIL (SLOCOG) (RTA meets the 1%t
Wednesday of every other odd numbered month; 8:30am; Board of Supervisors Chambers,
SLO County Government Center) (COG meets the 15t Wednesday of every other odd numbered
month; at conclusion of RTA meeting; Board of Supervisors Chambers, SLO County
Government Center)

John Headding Delegate

Jamie Irons Alternate

CMC CITIZENS' ADVISORY COMMITTEE (1-year term) (meets the 3™ Friday of every other
month; 1-2pm; at CMC)
Council to appoint Citizen Member

AIR POLLUTION CONTROL DISTRICT (meets the 4" Wednesday of every other odd
numbered month; 9am; Board of Supervisors Chambers, SLO County Government Center)
John Headding Member
Red Davis Alternate

COMMUNITY ACTION PARTNERSHIP OF SAN LUIS OBISPO COUNTY, INC.

(formerly EOC) - (3-year term) (meets the 3™ Thursday of every month; 5pm; CAPSLO Board
Room, 1030 Southwood, SLO). Morro Bay rotated off the Board in 2014. Los Osos CSD is the
coastal city representative for 2017-19. The next opportunity to cycle back in, at CAPSLO’s
request, will be in 2020.

ECONOMIC VITALITY CORPORATION (meets the 3™ Wednesday of every month; 4-5:30pm;
Cannon & Assoc, 1050 Southwood, SLO)

John Headding Liaison

Red Davis Alternate

NATIONAL ESTUARY PROGRAM (Executive Committee meets quarterly; 2" Wednesday of
the month in February, May, August and November; 4-6pm)

Matt Makowetski Member

Red Davis Alternate

CITY SELECTION COMMITTEE (as needed)
Jamie Irons (Mayor) Member
Mayor Pro Tem Alternate

LEGISLATIVE DELEGATE (as needed)
Jamie Irons (Mayor) Member
Mayor Pro Tem Alternate
CC.2017.12.12 Page 19 of 135




SAN LUIS OBISPO COUNTY HOUSING TRUST FUND
City Manager or designee (Community Development) Member

HOMELESS SERVICES OVERSIGHT COMMITTEE (meets the 3™ Wednesday of odd
numbered months; 1-3pm; SLO Vets Building Lounge Room, 801 Grand, SLO)

Marlys McPherson Member

Red Davis Alternate

The following City Council Liaison Assignments were made to City Committees and Boards:

PLANNING COMMISSION (meets 15t and 3™ Tuesday of every month; 6:00pm; Vets Hall)
Jamie Irons Liaison

HARBOR ADVISORY BOARD (meets the 1% Thursday of every month; 6:00pm; Vets Hall)
Matt Makowetski Liaison

RECREATION AND PARKS COMMISSION (meets the 3™ Thursday of the month; 6:00pm;
Vets Hall)
Red Davis Liaison

PUBLIC WORKS ADVISORY BOARD (meets the 3™ Wednesday of the month; 5:30pm; Vets
Hall)
Marlys McPherson Liaison

MORRO BAY TOURISM BUSINESS IMPROVEMENT DISTRICT BOARD (meets the 3
Thursday of every month; 9:00am; Vets Hall) AND SAN LUIS OBISPO COUNTY TOURISM
MARKETING DISTRICT ADVISORY COMMITTEE (meets semi-annually on the first Thursday
of May and December at Embassy Suites, 333 Madonna Rd., SLO)

Red Davis Liaison

CITIZENS OVERSIGHT / FINANCE COMMITTEE (meets the 3™ Tuesday of every month:
3:30pm; Vets Hall)
John Headding Liaison

WATER RECLAMATION FACILITY CITIZEN ADVISORY COMMITTEE (meets the 1%t Tuesday
of every month at 3pm; Vets Hall)
Marlys McPherson Liaison

GENERAL PLAN ADVISORY BOARD COMMITTEE (meets the third Thursday of the month at
4pm; Vets Hall)
Red Davis Liaison

The following appointments were made on City Council Sub-Committees:

COUNCIL SUBCOMMITTEE ON EMPLOYEE GRIEVANCES (meets as needed)
John Headding Member
Marlys McPherson Member

WATER RECLAMATION FACILITY / JPA SUB-COMMITTEE
Jamie Irons Member
Marlys McPherson Member

MORRO BAY POWER PLANT
Jamie lrons Member
John Headding Member
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AGENDA NO: A-5
ATTACHMENT: 1
MEETING DATE: December 12, 2017

AQUARIUM
Jamie Irons Member
John Headding Member
CHEVRON PROPERTY
Jamie Irons Member
John Headding Member
U.S. COAST GUARD
Jamie Irons Member
John Headding Member
ESTERO BAY ALLIANCE OF CARE (“EBAC")
Marlys McPherson Member
Red Davis Member

CANNABIS REGULATIONS
Red Davis Member
Marlys McPherson Member

REVIEW OF COUNCIL POLICIES & PROCEDURES / ADVISORY BOARD BY-LAWS
Jamie lrons Member
Marlys McPherson Member
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AGENDA NO: A-6
MEETING DATE: December 12, 2017

Council Report

TO: City Council DATE: November 29, 2017
FROM: Jamie L. Irons, Mayor

SUBJECT: Adoption of Resolution No. 62-17 Rescinding Resolution No. 18-15 and
Committing to Update the City’s General Plan and Local Coastal Plan by
September 2018

RECOMMENDATION
Council adopt Resolution No. 62-17, rescinding Resolution No. 18-15 and committing to update
the City’s General Plan and Local Coastal Plan by September 2018.

ALTERNATIVES
None

FISCAL IMPACT
None

BACKGROUND/DISCUSSION

On April 14, 2015, at a regular City Council meeting, the Council adopted Resolution No. 18-15,
committing to update the City’s General Plan and Local Coastal Plan (GP/LCP) by December
2017. Recognizing this commitment, on April 11, 2017, the Council allocated additional funds in
the amount of $29,340 to add twelve additional General Plan Advisory Committee meetings and
up to six Planning Commission and/or City Council meetings with the understanding this
additional commitment in time and funds will extend the timeline to update our GP/LCP beyond
the December 2017 deadline. By adopting Resolution No. 62-17, the Council will honor its
commitment to update the City’s GP/LCP and set a new completion date of September 2018.

CONCLUSION
Recommend adoption of Resolution No. 62-17.

ATTACHMENTS
1. Proposed Resolution No. 62-17
2. Staff report from the April 14, 2015 Council Meeting
3. Resolution No. 18-15

Prepared By: JLIrons Dept Review:
City Manager Review: __ SJC City Attorney Review:
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RESOLUTION NO. 62-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
COMMITTING TO UPDATING THE CITY’S GENERAL PLAN AND
LOCAL COASTAL PLAN BY SEPTEMBER 2018

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the General Plan (GP) and Local Coastal Plan (LCP) are the blueprints for
the City, they serve as the foundation for planning Morro Bay’s future, they are the basis for the
preparation of measures and the initiation of actions which guide proper development of the
City; and

WHEREAS, the City’s current GP was certified in 1988, and the City’s current LCP was
certified in 1982, both documents are sorely overdue for an update; and

WHEREAS, in 1997 the City embarked on updating both plans over the course of seven
years, and on February 23, 2004 adopted an updated GP/LCP that was submitted to the
California Coastal Commission (CCC) for their review and certification; and

WHEREAS, in 2008 a City Assessment performed by Management Partners made the
number one recommendation to lobby the CCC for an expeditious approval of the City’s
GP/LCP, suggesting the City explain its grave financial position to the CCC and the need for
certainty surrounding land use issues in order to attract investment to the community; and

WHEREAS, on February 28, 2011, the City received a letter from the CCC stating the
City’s 2004 GP/LCP application for certification was deemed withdrawn for lack of activity; and

WHEREAS, on April 23, 2013, City Council adopted a goal to update the City’s GP/LCP;
and

WHEREAS, on November 21, 2013, the City was awarded a $250,000 grant from the
Ocean Protection Council, and a $147,000 grant from the CCC; and

WHEREAS, on February 24, 2015, the City Council reaffirmed the goal to update the
City’s GP/LCP including development and implementation of neighborhood design guidelines,
by December 2017; and

WHEREAS, on March 24, 2015 a joint meeting between the City Council and Planning
Commission reviewed the draft work plan performed by PMC Consulting to update the GP/LCP,
with an estimated cost to complete the update of between $806,250 and $1,590,800; and

WHEREAS, the work plan identifies Neighborhood Compatibility as a key issue in Morro

Bay and calls for the formation of a citizens advisory committee to play a key role in the GP/LCP
update including the development of Neighborhood Compatibility Standards; and
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WHEREAS, the work plan lays out a timeline, cost, and the necessary steps to update
the City’'s GP/LCP and it informs the public and City Council of the commitment required to
achieve an updated GP/LCP; and

WHEREAS, the City Council adopted Resolution No. 18-15 on April 14, 2015,
committing to update and adopt the GP/LCP by December 2017 committing a minimum of
$806,250, through all sources, including grants; and

WHEREAS, in 2016, the City was awarded a $200,000 grant from the round three
California Coastal Commission Local Coastal Program update grant program; and

WHEREAS, the City Council on April 11, 2017 allocated additional funds in the amount
of $29,340 to add twelve additional General Plan Advisory Committee (GPAC) meetings and six
Planning Commission and/or City Council meetings necessary to complete the GP/LCP update;
and

WHEREAS, the City Council recognizes additional time will be required beyond the
committed December 2017 deadline to update the GP/LCP set by Resolution No. 18-15 and the
GP/LCP update is anticipated to be complete by September 2018; and

WHEREAS, the City Council commits to working collaboratively with the CCC and all
agencies to accomplish the update of the GP/LCP; and

WHEREAS, the City Council understands the negative effects an outdated GP/LCP has
on the City and a new updated GP/LCP would address continued concerns regarding
maintaining and improving the quality of life of residents and visitors for the future.

NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City Morro Bay
hereby rescinds Resolution No. 18-15 and affirms its desire to commit adequate resources to
achieve meeting the City’s goal of updating the City’s General Plan and Local Coastal Plan by
September 2018.

PASSED AND ADOPTED by the City Council of the City of Morro Bay, at a regular City
Council meeting thereof held on the 12th day of December 2017, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor

DANA SWANSON, City Clerk
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AGENDA NO: D-1

MEETING DATE: April 14, 2015

Council Report

TO: City Council DATE: April 10, 2015
FROM: Jamie L. lrons, Mayor

SUBJECT: Council Consideration of Citizen Request for a 45 day Building
Moratorium and Council Consideration of other actions related to
Neighborhood Compatibility

RECOMMENDATION
Deny the request for a building moratorium and adopt Resolution No. 18-15 committing to
completing the General Plan/Local Coastal Program (GP/LCP) update in three years.

ALTERNATIVES
Direct staff to start the process to enact a 45 day building moratorium.

FISCAL IMPACT

The fiscal impact of a 45-day building moratorium includes the potential loss of development
impact and permit fees, loss of sales tax due to reduced or no building, and the loss of
incidental spending from the loss of building in the City.

BACKGROUND/DISCUSSION

Discuss citizen request to consider a 45 day building moratorium on new building permits.
The consideration was presented due to the concern of the Neighborhood Compatibility
Coalition (NECCO) over the development of homes larger in size, bulk, and scale, than the
surrounding homes in the neighborhood and their desire to protect views. Also, discuss
current status of interim design guidelines, status of GP/LCP update and RFP, Neighborhood
Compatibility City Goal and consider adopting Resolution No. 18-15.

On March 25, a community meeting was held at the Community Center organized by a citizen
group called Neighborhood Compatibility Coalition (NECCOQO). The discussion was centered
around neighborhood compatibility, design guidelines, and view protection. At the
conclusion of the meeting the question was asked if a building moratorium should be enacted
until design guidelines could be implemented. The response from the 80 some people in
attendance was overwhelmingly in support of a moratorium. Following the meeting, one of
the organizers, KC Caldwell, sent an email to the Mayor and City Council with the request to

Prepared By: Ji
City Manager Review:

City Attorney Review:
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place an urgency item on the April 14th City Council agenda. The same request was followed
by many others who attended the meeting expressing the need for urgency in this matter.

Process to enact a 45 day urgency ordinance

In order to implement a 45-day moratorium on development, the City Council must adopt an
urgency ordinance outlining the reasons for the moratorium and defining which types of
development applications are subject to the moratorium. Pursuant to California Government
Code Section 65858, the City Council may, in order to protect public safety, health and
welfare, adopt an interim ordinance prohibiting any uses that may be in conflict with a
contemplated general plan, specific plan, or zoning proposal thatthe legislative body,
Planning Commission or planning department is considering or studying, or intends to study
within a reasonable time. Legislative findings are required to be made that there is a current
and immediate threat to the public health, safety and welfare. A four-fifths vote of the
Council is necessary and the interim ordinance may be in effect for 45 days. The legislative
body may, after proper notice and public hearing, extend the interim ordinance for a 10 month
and 15 day period, and extend again with proper notice and a public hearing for another one
year period (also requires a four-fifths vote), for a total of two years. The findings that are
necessary in support of a moratorium must relate to specific, adverse impacts to health, and
safety, and the absence of a feasible alternative.

Council Policies and Procedures 1.2.2;

Pursuant to Policy 1.2., the Mayor is responsible for establishing the agenda and may place
an item on the agenda without Council support. In such situation, the Mayor, or Council
Member who the Mayor is accommodating, shall be responsible for providing a Mayor or
Council report. (Reso. 11-11)

Additionally, an individual Council Member may place an urgency item on an agenda with a
minimum of 72 hours legal notice and a memorandum from the Council Member to the
Council and Staff setting forth the substantive issues of the item. For the purposes of this
paragraph, urgency shall arise in those limited situations where an item requires immediate
action, and the need to take immediate action came to the attention of the Council Member
subsequent to the distribution of the agenda.

Initially, upon receipt of the request to agendize this matter, | suggested NECCO could speak
at public comment and Council as a whole could discuss whether or not it should be
agendized. | did not receive a request to agendize this matter from any other Council
Member. However, in preparation for making comments on this topic | decided it was
appropriate to agendize it because the issue is intertwined with several other topics currently
being addressed by this Council.

History and understanding of neighborhood compatibility and the City’s planning
documents.

Neighborhood compatibility and neighborhood character have been discussed for some time
in the City of Morro Bay and there have been more meetings and discussions around this topic
than outlined in this report. Our General Plan, Local Coastal Plan, and Zoning Ordinance
have language and policy that outlines Protection of visual resource and compatible design,
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and Protection of Neighborhood Character. As a City, we have experienced much debate
about how some residential projects have met the criteria of our policy documents and
ordinance. The most recent significant project appealed to City Council was 1000 Ridgeway
which the City Council ultimately upheld the appeal and denied the project. In addition to
denying the project, Council directed Planning staff to develop interim design guidelines with
stronger and clearer language for applicants and the community. The request for interim
design guidelines was to address conflicting interpretation of our policy documents for the
near term with the understanding that the long term fix would take place during our GP/LCP
update that has been initiated and will go out for RFP shortly.

To date there have been five public meetings at Planning Commission and the interim design
guidelines are slated to come to Council for adoption in the near future. It is fair to say
various projects in Morro Bay over the years have been met with conflicting interpretation of
the City’s policy on neighborhood character. This conflict has made it difficult for staff,
applicants, and our residents.

The following is a brief summary of the City’s existing documents that address Neighborhood
Compatibility, views, and a brief history of the City’s planning documents, including our
General Plan and Local Coastal Plan update that took place from 1997 to 2004 (Attachment 1
includes timeline and correspondence). That update was adopted by City Council in 2004
but failed to get certified by the California Coastal Commission (CCC). This is an important
and timely discussion considering the City will be embarking on updating our GP/LCP once
again.

The City of Morro Bay has three development documents: a General Plan, Local Coastal Plan
and Zoning Ordinances. The GP and LCP are the blueprints to the City. They are the vision
that shapes the future of how we grow. The zoning ordinances are tools for implementing
these two documents. The GP/LCP has chapters or elements that are specific such as Land
Use, Circulation, Housing Element, Visual Recourses, etc. Within those chapters are policy
statements that are directives in how we implement the GP and LCP. In addition, as required
by State law, the Housing Element in our General Plan is required to be updated every five
years, and includes neighborhood compatibility language and programs.

In October of 1982, the CCC certified the City of Morro Bay’s Local Coastal Plan. A Local
Coastal Program is a local government’s land use plan, zoning ordinances, zoning district
maps, and implementing actions which, when taken together, meet the requirements of and
implement the provisions of the Coastal Act at the local level. Our LCP has thirteen parts.

Chapter XIII. of our LCP pertains to Visual Recourses. Section 6. of chapter XIII outlines
Protection of Neighborhood Character. It states, “One of the priorities of the Coastal Act is
the protection of the character of the community and its neighborhoods. Morro Bay
recognizes the need to preserve the unique character of its varied neighborhoods and to
create a higher quality visual environment within them. Among some of the issues that
predicate the establishment of policy to preserve neighborhood character are the
following™.

Attachment 2 has the entire section and includes the policy statement 12.06.
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In 1988, the City of Morro Bay’s General Plan was adopted. State law requires that each city
prepare and adopt a comprehensive, long-term General Plan for the physical development of
the city. The plan must also include any area outside of the community which in the City’s
judgment bears a relation to its planning. The General Plan must be internally consistent and
it must contain implementation measures to ensure its compliance. Our GP has eight
Elements.

Our GP element IV Visual Resources and Scenic Highway Element outlines Protection of
Neighborhood Character which is identical in language and policy as our LCP (Attachment
3). Our GP has a Housing Element that also has language and programs that address
Neighborhood Compatibility. A Housing Element is required by California law to establish
policies and programs that will support the provision of an adequate housing supply for
citizens of all income levels. The intent of state law is to ensure that all jurisdictions in the
state provide adequate housing to all members of the community. Our Housing Element was
approved and adopted in June of 2014. Attachment 4 lists community comments from the
adopted Housing Element pertaining to Neighborhood Compatibility and a program with
strengthened and revised language committing the City to adopt neighborhood compatibility
standards.

The City Council made a strong statement to adopt neighborhood compatibility standards in
program H-13.1 of our Housing Element. However, clear guidelines must be adopted as an
ordinance for guidelines to be enforceable. The Zoning Ordinance is the tool that implements
the GP and LCP. Attachment 5 explains provisions and titles from our Zoning Ordinance
that implement the policies and programs from our GP/LCP.

In 2008, the City contracted with a consultant group, Management Partners to perform a City
assessment. The City just now completed another city assessment by the same firm. The
Management Partners Report 2008 was presented to City Council in May of 2008. The
number 1 recommendation stated: Use this report to lobby the Coastal Commission for an
expeditious approval of the City’s General Plan. The City must explain its grave financial
position to the Commission and the need for certainty surrounding land use issues in order
to attract investment to the community (Attachment 6).

In February of 2011, the City received a letter from the CCC stating the 2004 Application to
Certify the City’s GP/LCP was deemed withdrawn for lack of activity (Attachment 7).
Eleven years after the GP/LCP was approved and adopted by City Council we are faced with
undertaking this process all over again at an estimated cost of $800,000 to $1,000,000. The
2004 GP/LCP also included neighborhood compatibility titled Residential areas consistent
with the city’s character (Attachment 8).

CONCLUSION

My recommendation is to deny the request for a 45 day building moratorium and instead, stay
the course on development of interim guidelines and updating and certifying the City’s
GP/LCP. Adopt Resolution No. 18-15 committing to completing the GP/LCP update in three
years. While the lack of clear neighborhood compatibility guidelines is a concern, Council
has recognized that with their request for interim design guidelines and setting a goal for

4
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Neighborhood Compatibility Standards. In addition, to adopting Resolution No. 18-15, |
recommend that Council gives direction to staff and the Planning Commission that we remain
focused on completing on Neighborhood Design Guidelines, that we do not layer this process
with Commercial Design guidelines and view protection at this time. | do not believe there is
a level of urgency to warrant a building moratorium and the City is currently on course to
undertake the development of a new GP/LCP and Design Controls that address Neighborhood
Compatibility.
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RESOLUTION NO. 18-15

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
COMMITTING TO UPDATING THE CITY’S GENERAL PLAN AND LOCAL
COASTAL PLAN BY DECEMBER 2017

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the General Plan (GP) and Local Coastal Plan (LCP) are the blueprints for
the City, they serve as the foundation for planning Morro Bay’s future, they are the basis for the
preparation of measures and the initiation of actions which guide proper development of the
City; and '

WHEREAS, the City’s current GP was certified in 1988, and the City’s current LCP was
certified in 1982, both documents are sorely overdue for an update; and

WHEREAS, in 1997 the City embarked on updating both plans over the course of seven
years, and on February 23, 2004 adopted an updated GP/LCP that was submitted to the
California Coastal Commission (CCC) for their review and certification; and

WHEREAS, in 2008 a City Assessment performed by Management Partners made the
number one recommendation to lobby the CCC for an expeditious approval of the City’s
GP/LCP, suggesting the City explain its grave financial position to the CCC and the need for
certainty surrounding land use issues in order to attract investment to the community; and

WHEREAS, on February 28, 2011, the City received a letter from the CCC stating the
City’s 2004 GP/LCP application for certification was deemed withdrawn for lack of activity; and

WHEREAS, on April 23, 2013, City Council adopted a goal to update the City’s
GP/LCP; and

WHEREAS, on November 21, 2013, the City was awarded a $250,000 grant from the
Ocean Protection Council, and a $147,000 grant from the CCC; and

WHEREAS, on February 24, 2015, the City Council reaffirmed the goal to update the
City’s GP/LCP including development and implementation of neighborhood design guidelines,
by December 2017; and

WHEREAS, on March 24, 2015 a joint meeting between the City Council and Planning
Commission reviewed the draft work plan performed by PMC consulting to update the GP/LCP,
with an estimated cost to complete the update of between $806,250 and $1,590,800; and

WHEREAS, the work plan identifies Neighborhood Compatibility as a key issue in
Morro Bay and calls for the formation of a citizens advisory committee to play a key role in the
GP/LCP update including the development of Neighborhood Compatibility Standards; and
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AGENDA NO: A-7

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: December 4, 2017
FROM: Dana Swanson, City Clerk

SUBJECT: Accept Jeffery Heller’s Voluntary Resignation from the General Plan Advisory Committee
(GPAC) and Adopt Resolution No. 64-17 Reducing the Number of GPAC Committee
Members to Seven

RECOMMENDATION

Staff recommends the City Council accept the resignation of General Plan Advisory Committee (GPAC)
Member Jeffery Heller and consider adoption of Resolution No. 64-17 reducing the committee size from
nine to seven.

ALTERNATIVES
The Council may leave the number of committee members as is, and direct staff to begin a recruitment
to fill the two existing vacancies.

FISCAL IMPACT
None

BACKGROUND AND DISCUSSION

The Morro Bay City Council adopted Resolution No. 39-15 (Attachment 1) in June of 2015, forming the
GPAC and appointing nine community at-large members. Robert Davis was one of the original
members of the GPAC, but because of his election to Council and, therefore, automatic vacancy of that
membership, the number of GPAC members was reduced to eight. Recently, the Council adopted
Resolution No. 51-17 appointing Planning Commissioner Joseph Ingraffia to fill a vacancy that occurred
when Robert Tefft resigned, to allow him to serve as somewhat of a liaison between the two boards.

On November 28", Mr. Heller submitted his resignation, once again bringing the number of current
members to seven. A nine-member board with only seven serving members creates an issue with the
establishment of a quorum. A nine-member board is required to have at least five members present to
form a quorum. A seven-member board would be required to have at least four members present to
form a quorum.

There are also issues with opening the recruitment to the general public, insofar as the General
Plan/Local Coastal Program/Zoning Code update process has been underway for well over a year and
the amount of background material covered to date, totals well in excess of 1,000 pages of material.
Someone attempting to come up to speed with the process would face a steep learning curve.

If the Council were to reduce the number of GPAC member to seven, then the board would continue to
function much as it has, and the chance of meetings being canceled due to a lack of quorum would
lessen.

Prepared By: DS Dept Review:
City Manager Review: _SJC City Attorney Review:
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CONCLUSION

Staff recommends the City Council accept the voluntary resignation of General Plan Advisory
Committee (GPAC) Member Jeffery Heller and consider adoption of Resolution No. 64-17 reducing the
committee size from nine to seven.

ATTACHMENTS
1. Resolution No. 39-15
2. Resolution No. 51-17
3. Mr. Heller’s letter of resignation dated 11/28/17
4. Proposed Resolution No. 64-17
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RESOLUTION NO. 39-15

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,
AUTHORIZING FORMATION OF A GENERAL PLAN/
LOCAL COASTAL PROGRAM ADVISORY COMMITTEE (GPAC)

THE CITY COUNCIL
City of Morro Bay, California

_ WHEREAS, the City of Morro Bay has both an outdated General Plan and Local Coastal
Program; and

WHEREAS, the City Council has adopted the goal of updating and combining the General
Plan and Local Coastal Program; and

WHEREAS, the City Council authorized preparation of a consultant prepared work plan
for the update of General Plan/Local Coastal Program; and

WHEREAS, the City is in the process of preparing a Request for Proposal for consultant
services to prepare an update of the General Plan/Local Coastal Program; and

WHEREAS, on April 14, 2015, the City Council moved to form a General Plan/Local
Coastal Program Citizens Advisory Committee (GPAC), and directed staff begin recruitment for
that committee to be selected and formed in May 2015; and

WHEREAS, following a broad outreach, the City Council held a special meeting on May
18, 2015 to conduct interviews and establish the committee.

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

A. The GPAC is to be composed of nine members selected from the community at-large,
with consideration also given to non-Morro Bay residents with established property or
financial interests in the City, to be appointed by the City Council.

B. The initial City Council appointments to GPAC are:
Rich Buquet
Robert Davis

Jan Goldman
Christine R ogers

Slinadadiie AN RIS

Susan Schneider
Glenn Silloway
Melani Smith
Susan Stewart
Robert Tefft

01181.0001/254860.1
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Dana Swanson
L

From: Jeffery Heller

Sent: Tuesday, November 28, 2017 8:23 PM
To: Council

Cc: GPAC

Subject: Resignation from GPAC

To all

| have reached the point where | need to resign from the GPAC. It has been an interesting opportunity--and |
have learned a lot along the way. However, business and personal interests are taking more and more of my
time, and the unexplained cancellation of 5 of the meetings over the past months have left me wondering
how much citizen input actually matters to the Mayor and council.

I wish you all the best in completing the "updated" general plan and LCP.

Regards

Jeff Heller
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RESOLUTION NO. 64-17

A RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,
AMENDING RESOLUTION NO. 39-15, REDUCING THE NUMBER
GENERAL PLAN/LOCAL COASTAL PROGRAM ADVISORY COMMITTEE (GPAC)
MEMBERS FROM NINE TO SEVEN

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, by Resolution No. 39-15, the City Council formed the GPAC and appointed its
nine members; and

WHEREAS, the GPAC was formed as a limited-term, special purpose committee for the
purpose of providing input and guidance throughout the General Plan/Local Coastal Plan
(GP/LCP) update process to ensure the interests and values of all segments of the community
are well represented; and

WHEREAS, there are currently two vacancies on the GPAC and given the update process
has been underway for well over a year and the amount of background material covered to date
would make it extremely difficult for a new member to come up to speed with the process; and

WHEREAS, the GP/LCP Update is anticipated to be complete in September 2018 and the
GPAC will be dissolved at the end of the process.

NOW, THEREFORE, BE IT RESOLVED, by the City Council of the City of Morro Bay,
California, hereby amends Resolution No. 39-15, reducing the number of GPAC members from
nine to seven.

PASSED AND ADOPTED, by the City of Morro Bay City Council, at a regular meeting
held on this 121" day of December 2017 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

Jamie L. Irons, Mayor

ATTEST:

Dana Swanson, City Clerk
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AGENDA NO: A-8

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 29, 2017
FROM: Jennifer Little, Tourism Manager

SUBJECT: Authorize the City Manager to Execute an Amendment to the City’s Contract
with Mental Marketing Inc. for Tourism Marketing and Public Relations

RECOMMENDATION

Council authorize the City Manager to execute an amendment, approved to form by the City
Attorney, to the current contract with Mental Marketing Inc. to cover tourism marketing and public
relations for year two of the contract, as provided for in the Council approved budget for FY
2017/18.

ALTERNATIVES
No alternatives are being recommended.

FISCAL IMPACT
There is no fiscal impact as the funding source for this contract was approved as part of the FY
2017/18 budget.

BACKGROUND

In 2016, the Morro Bay Tourism Bureau issued a request for proposals and interviewed three
marketing companies to select a marketing and public relations firm to provide services for FY
2016/17 and 2017/18. The Tourism Business Improvement District (“TBID”) Advisory Board
affirmed that recommendation to the City Council and the contract was awarded at the February 9,
2016, City Council Meeting.

Funding for tourism marketing and public relations services comes from the TBID assessment,
which is collected by hoteliers when people stay at their facilities and is to be used solely for tourism
marketing and promotions. Marketing and public relations are a crucial component of the City’s
tourism operations; and it is clear, since the inception of the TBID, a more robust revenue stream
for marketing has had a substantial, positive impact on Transient Occupancy Tax revenues.

DISCUSSION

As noted in the February 9, 2016, staff report (Attachment 2), the FY 16/17 annual marketing
budget, including planning, meetings, execution, and reporting, at that time was $315,000 and the
public relations budget was $80,000. The approved budget for those same services in FY 17/18 is
$165,000 for planning, meetings, execution, and reporting and $245,000 for promotions and
advertising.

Upon review of the executed contract, the agreement is not to exceed $400,000 for the two-year
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contract term, instead of $400,000 for each fiscal year, as was originally intended. Due to staff
transitions in the City Manager’s Office and Finance Department, the need to amend the contract
for FY 17/18 marketing services was overlooked.

Through the FY17/18 budget process, the Council approved the marketing budget at a total of
$410,000, as well as grant funding for special events noted below. Staff is recommending the
current contract be amended to cover the following items, plus the correction on the dollars spent
per year.

2016-17 Grant Award Dollars

The Council authorized a $60,000 General Fund contribution to the TBID to support events that
would increase overnight stays in Morro Bay. Of that $60,000, the TBID Board recommended
allocating $12,000 direct to Mental Marketing to help promote and market seven annual events to
help elevate the level of exposure Morro Bay would get in booking hotel rooms. Those events
included:

Kite Festival $1,500

Lighted Boat Parade $1,500
Surfboard Art Festival $1,500

San Salvador Public Tours $5,000
Soupabration $1,500

Downtown Winter Street Fairs $1,000

2017-18 Grant Award Dollars

The Council authorized a $90,000 General Fund contribution to the TBID to support events that
would increase overnight stays in Morro Bay. Of that $90,000, the TBID Board recommended
allocating $14,000 for Mental Marketing to help promote and market four annual events. Those
events included:

Harbor Festival $5,000

Kite Festival $3,000

Lighted Boat Parade $3,000
WinterFest $3,000

Amgen 2017 Public Relations contract
Mental Marketing was hired to activate a public relations plan for the City during Amgen 2017 at a
total cost of $15,000.

2016-17 Mid-year Budget Adjustment by Council
The Council approved additional $33,000 funds for marketing to promote tourism while Highway 1
and Highway 41 were closed due to rock and mudslides.

Change of the Total Contract Amount to include FY 2017/18
As noted above, upon review of the executed contract, the agreement is not to exceed $400,000
for the two-year contract term instead of $400,000 each fiscal year.

CONCLUSION

Staff recommends Council authorize the City Manager to execute a contract amendment approved
as to form by the City Attorney in the amount of $884,000 with Mental Marketing to cover marketing
and tourism promotion services covered in the previously approved FY 16/17 budget at $460,000
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and 17/18 budget at $424,000.

ATTACHMENTS
1. Current Mental Marketing Consulting Contract
2. February 9, 2016 staff report
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CITY OF MORRO BAY

AGREEMENT FOR CONSULTANT SERVICES

THIS AGREEMENT is made, by and between, the City of Morro Bay, a municipal corporation
(“City”) and Mental Marketing Inc., a California Corporation, (“Consultant™). In consideration
of the mutual covenants and conditions set forth herein the parties agree as follows:

1. TERM

This Agreement shall commence on July 1, 2016, and shall remain and continue in effect
until tasks described herein are completed, but in no event later than June 30, 2018, unless
sooner terminated pursuant to the provisions of this Agreement.

2. SERVICES
Consultant shall perform the tasks described as Consultant Services in Exhibit A,
attached hereto and incorporated herein as though set forth in full. Consultant shall complete the

tasks according to the schedule of performance which is also set forth in Exhibit A.

3. PERFORMANCE

Consultant shall at all times faithfully, competently and to the best of their ability,
experience, and talent, perform all tasks described herein. Consultant shall employ, at a
minimum, generally accepted standards and practices utilized by persons engaged in providing
similar services as are required of Consultant hereunder in meeting its obligations under this
Agreement.

4. CITY MANAGEMENT

City’s Tourism Manager shall represent City in all matters pertaining to the
administration of this Agreement, review and approval of all products submitted by Consultant,
but not including the authority to enlarge the Tasks to Be Performed or change the compensation
due to Consultant. City’s City Manager shall be authorized to act on City’s behalf and to execute
all necessary documents which enlarge the Tasks to Be Performed or change Consultant’s
compensation, subject to Section 5 hereof.

5. PAYMENT
(a) City agrees to pay Consultant monthly, in accordance with the payment rates and
terms and the schedule of payment as set forth in Exhibit A, attached hereto and incorporated

herein by this reference as though set forth in full, and based upon actual time spent on the above
tasks. That amount shall not exceed Four Hundred Thousand Dollars and No Cents
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($400,000.00) for the total term of the Agreement unless additional payment is approved as
provided in this Agreement.

(b) Consultant shall not be compensated for any services rendered in connection with its
performance of this Agreement which are in addition to those set forth herein, unless such
additional services are authorized in advance and in writing by the City Manager. Consultant
shall be compensated for any additional services in the amounts and in the manner as agreed to
by City Manager and Consultant at the time City’s written authorization is given to Consultant
for the performance of said services. The City Manager may approve additional work not to
exceed Fifty Thousand Dollars ($50,000). Any additional work in excess of this amount shall be
approved by the City Council.

(c) Consultant will submit invoices monthly for actual services performed. Invoices shall
be submitted on or about the first business day of each month, or as soon thereafter as practical,
for services provided in the previous month. Payment shall be made within thirty (30) days after
receipt of each invoice as to all non-disputed fees. If City disputes any of Consultant’s fees, then
it shall give written notice to Consultant within fifteen (15) days after receipt of an invoice of
any disputed fees set forth on the invoice.

6. SUSPENSION OR TERMINATION OF AGREEMENT WITHOUT CAUSE

(a) City may at any time, for any reason, with or without cause, suspend or terminate this
Agreement, or any portion hereof, by serving upon Consultant at least sixty-days’ (60-days’)
prior written notice. Upon receipt of said notice, Consultant shall immediately cease all work
under this Agreement, unless the notice provides otherwise. If City suspends or terminates a
portion of this Agreement, then such suspension or termination shall not make void or invalidate
the remainder of this Agreement.

(b) In the event this Agreement is terminated pursuant to this Section, City shall pay to
Consultant the actual value of the work performed up to the time of termination. Upon
termination of the Agreement pursuant to this Section, Consultant will submit an invoice to City
pursuant to Section 5.

7. DEFAULT OF CONSULTANT

(a) Consultant’s failure to comply with the provisions of this Agreement shall constitute
a default. In the event Consultant is in default for cause under the terms of this Agreement, City
shall have no obligation or duty to continue compensating Consultant for any work performed
after the date Consultant is notified of default and can terminate this Agreement immediately by
written notice to Consultant. If such failure by Consultant to make progress in the performance
for work hereunder arises out of causes beyond Consultant’s control, and without fault or
negligence of Consultant, then it shall not be considered a default.

(b) If the City Manager of his/her delegate determines that Consultant is in default in the
performance of any of the terms or conditions of this Agreement, then he/she shall cause to be
served upon Consultant a written notice of the default. Consultant shall have ten (10) days after

01181.0001/296890.1 Page 2 of 8

CC.2017.12.12 Page 45 of 135



service upon it of said notice in which to cure the default by rendering a satisfactory
performance. In the event that Consultant fails to cure its default within such period of time, City
shall have the right, notwithstanding any other provision of this Agreement, to terminate this
Agreement without further notice and without prejudice to any other remedy to which it may be
entitled at law, in equity or under this Agreement.

8. OWNERSHIP OF DOCUMENTS

(a) Consultant shall maintain complete and accurate records with respect to sales, costs,
expenses, receipts, and other such information required by City that relate to the performance of
services under this Agreement. Consultant shall maintain adequate records of services provided
in sufficient detail to permit an evaluation of services. All such records shall be maintained in
accordance with generally accepted accounting principles and shall be clearly identified and
readily accessible. Consultant shall provide free access to the representatives of City or its
designees at reasonable times to such books and records; shall give City the right to examine and
audit said books and records; shall permit City to make transcripts therefrom as necessary; and
shall allow inspection of all work, data, documents, proceedings, and activities related to this
Agreement. Such records, together with supporting documents, shall be maintained for a period
of three (3) years after receipt of final payment.

(b) Upon completion of, and full payment by City for services performed pursuant to,
this Agreement, all final work product such as documents, designs, drawings, maps, models,
computer files, surveys, notes, and other documents prepared in the course of providing the
services to be performed pursuant to this Agreement shall become the sole property of City and
may be used, reused, or otherwise disposed of by City without the permission of Consultant.
With respect to computer files, Consultant shall make available to City, as a service in addition
to those set forth herein, at Consultant’s office and upon reasonable written request by City, the
necessary computer software and hardware for purposes of accessing, compiling, transferring,
and printing computer files.

9. INDEMNIFICATION

(a) Indemnification for Professional Liability. When the law establishes a professional
standard of care for Consultant’s Services, to the fullest extent permitted by law, Consultant shall
indemnify, protect, defend and hold harmless City and any and all of its officials, employees and
agents (“Indemnified Parties™) from and against any and all losses, liabilities, damages, costs and
expenses, including reasonable attorney’s fees and costs to the extent same are caused by any
negligent act, error or omission of Consultant, its officers, agents, employees or subconsultants
(or any entity or individual that Consultant shall bear the legal liability thereof) in the
performance of professional services under this agreement. City agrees to hold harmless and
indemnify Consultant from and against all claims, liabilities, losses, damages, and costs,
including but not limited to attorney’s fees, arising out of or in any way connected with the
modification, misinterpretation, misuse or reuse by others of the computer files or any other
document provided by Consultant under this Agreement.
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(b) Indemnification for Other Than Professional Liability. Other than in the performance
of professional services and to the full extent permitted by law, Consultant shall indemnify,
defend and hold harmless City, and any and all of its employees, officials and agents from and
against any liability (including liability for claims, suits, actions, arbitration proceedings,
administrative proceedings, regulatory proceedings, losses, expenses or costs of any kind,
whether actual, alleged or threatened, including attorneys’ fees and costs, court costs, interest,
defense costs, and expert witness fees), where the same arise out of, are a consequence of, or are
in any way attributable to, in whole or in part, the performance of this Agreement by Consultant
or by any individual or entity for which Consultant is legally liable, including but not limited to
officers, agents, employees or subconsultants of Consultant.

(c) General Indemnification Provisions. Consultant agrees to obtain executed indemnity
agreements with provisions identical to those set forth here in this section from each and every
subconsultant or any other person or entity involved by, for, with or on behalf of Consultant in
the performance of this agreement. In the event Consultant fails to obtain such indemnity
obligations from others as required here, Consultant agrees to be fully responsible according to
the terms of this section. Failure of City to monitor compliance with these requirements imposes
no additional obligations on City and will in no way act as a waiver of any rights hereunder. This
obligation to indemnify and defend City as set forth here is binding on the successors, assigns or
heirs of Consultant and shall survive the termination of this agreement or this section.

10.  INSURANCE

Consultant shall maintain prior to the beginning of and for the duration of this Agreement
insurance coverage as specified in Exhibit B attached to and part of this agreement.

11.  INDEPENDENT CONSULTANT

(a) Consultant is and shall at all times remain as to City a wholly independent
Consultant. The personnel performing the services under this Agreement on behalf of Consultant
shall at all times be under Consultant’s exclusive direction and control. Neither City nor any of
its officers, employees, or agents shall have control over the conduct of Consultant or any of
Consultant’s officers, employees, or agents, except as set forth in this Agreement. Consultant
shall not at any time or in any manner represent that it or any of its officers, employees, or agents
are in any manner officers, employees, or agents of City. Consultant shall not incur or have the
power to incur any debt, obligation, or liability whatever against City, or bind City in any
manner.

(b) No employee benefits shall be available to Consultant in connection with the
performance of this Agreement. Except for the fees paid to Consultant as provided in the
Agreement, City shall not pay salaries, wages, or other compensation to Consultant for
performing services hereunder for City. City shall not be liable for compensation or
indemnification to Consultant for injury or sickness arising out of performing services hereunder.
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12. LEGAL RESPONSIBILITIES

Consultant shall keep itself informed of State and Federal laws and regulations which in
any manner affect those employed by it or in any way affect the performance of its service
pursuant to this Agreement. Consultant shall at all times observe and comply with applicable
legal requirements in effect at the time the drawings and specifications are prepared. City, and its
officers and employees, shall not be liable at law or in equity occasioned by failure of Consultant
to comply with this Section.

13. UNDUE INFLUENCE

Consultant declares and warrants that no undue influence or pressure is used against or in
concert with any officer or employee of City in connection with the award, terms or
implementation of this Agreement, including any method of coercion, confidential financial
arrangement, or financial inducement. No officer or employee of City will receive compensation,
directly or indirectly, from Consultant, or from any officer, employee or agent of Consultant, in
connection with the award of this Agreement or any work to be conducted as a result of this
Agreement. Violation of this Section shall be a material breach of this Agreement entitling City
to any and all remedies at law or inequity.

14. NO BENEFIT TO ARISE TO LOCAL EMPLOYEES

No member, officer, or employee of City, or their designees or agents, and no public
official who exercises authority over or responsibilities with respect to the Project during his/her
tenure or for one year thereafter, shall have any interest, direct or indirect, in any agreement or
sub-agreement, or the proceeds thereof, for work to be performed in connection with the Project
performed under this Agreement.

15. RELEASE OF INFORMATION/CONFLICTS OF INTEREST

(a) All information gained by Consultant in performance of this Agreement shall be
considered confidential and shall not be released by Consultant without City’s prior written
authorization. Consultant, its officers, employees, agents, or subconsultants, shall not without
written authorization from the City Manager or unless requested by the City Attorney,
voluntarily provide declarations, letters of support, testimony at depositions, response to
interrogatories, or other information concerning the work performed under this Agreement or
relating to any project or property located within City. Response to a subpoena or court order
shall not be considered “voluntary” provided Consultant gives City notice of such court order or
subpoena.

(b) Consultant shall promptly notify City if Consultant, or any of its officers, employees,
agents, or subconsultants are served with any summons, complaint, subpoena, notice of
deposition, request for documents, interrogatories, request for admissions, or other discovery
request, court order, or subpoena from any person or party regarding this Agreement and the
work performed thereunder or with respect to any project or property located within City. City
retains the right, but has no obligation, to represent Consultant or be present at any deposition,
hearing, or similar proceeding. Consultant agrees to cooperate with City by providing the
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opportunity to review any response to discovery requests provided by Consultant. However,
City’s right to review any such response does not imply or mean the right by City to control,
direct, or rewrite said response.

16.  NOTICES

Any notices which either party may desire to give to the other party under this Agreement
must be in writing and may be given either by (i) personal service, (ii) delivery by a reputable
document delivery service, such as but not limited to, Federal Express, which provides a receipt
showing date and time of delivery, or (iii) mailing in the United States Mail, certified mail,
postage prepaid, return receipt requested, addressed to the address of the party as set forth below
or at any other address as that party may later designate by notice:

To City: City of Morro Bay
595 Harbor Street
Morro Bay, CA 93442
Attention: Tourism Manager

To Consultant: Mental Marketing, Inc.
9185 Arvine Ct.
Atascadero, CA 93422
Attention: William Stansfield, Jr.

17.  ASSIGNMENT

Consultant shall not assign the performance of this Agreement, nor any part thereof, nor
any monies due hereunder, without prior written consent of City.

18.  LICENSES

At all times during the term of this Agreement, Consultant shall have in full force and
effect, all licenses required of it by law for the performance of the services described in this
Agreement.

19. GOVERNING LAW

City and Consultant understand and agree that the laws of the State of California shall
govern the rights, obligations, duties, and liabilities of the parties to this Agreement and also
govern the interpretation of this Agreement. Any litigation concerning this Agreement shall take
place in the municipal, superior, or federal district court with jurisdiction over City.
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Exhibit A
2016/17 Budget and Consultant Fees

Consultant Services

Subject to a final City Tourism Marketing and Public Relations Plan, as approved by City’s City
Manager, or his written designee, Consultant will provide City: marketing strategy, advertising
campaign creation, creative services, production, media placement strategy and buying, public
relations planning, coordination, reporting, public relations outreach, media list database
management, press releases creation and distribution, media hosting coordination, press
conferences, media performance reporting, social media management, budget management,
execution and reporting and various project management services.

Initial 14-16 Month Budget

The ‘Estimated Total’ budget below will be performed within a 14 to 16-month cycle on a ‘not
to exceed’ basis as described in this Agreement. The final approved strategic marketing plan
will establish detailed budgets for projects requested and assigned by City.

Marketing, advertising, media and PR Strategic Plan: $12,000
Account management, coordination, meetings, reporting: ~ $30,000
Public relations plan, execution, outreach, reporting: $80,000
Social media planning, execution, analytics: $36,000
Advertising placement: $200,000
Branding, creative services, production: $28,000
Photography and videography: $5,000
Co-Op advertising: $9.000
Not to Exceed: $400,000

Calculation of Consultant Fees

Consultant fees are based on blended hourly rate of $125. All hard costs paid directly to venders,
such as photography, videography and illustrations, by Consultant are marked up 15%. City pre-
approved travel expenses are billed at cost. City will incur all direct costs associated with pre-
approved journalist visits such as travel, lodging, meals, activities and events. Consultant
receives a 15% commission on all paid advertising gross billings.

[See Subsection 5(c)].
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AGENDA NO: A-5

MEETING DATE: February 9, 2016

Staff Report

TO: Honorable Mayor and City Council DATE: January 28, 2016
FROM: Sam Taylor, Deputy City Manager

SUBJECT: Award of Professional Services Contract with Mental Marketing for Tourism
Marketing and Public Relations Services

RECOMMENDATION

Staff recommends the Council approve the selection of Mental Marketing for tourism marketing and
public relations services and delegate the authority to execute said contract to the City Manager after
preparation and approval by the City Attorney.

ALTERNATIVES
No alternatives are recommended.

FISCAL IMPACT

The marketing budget including planning, meetings, execution and reporting is $315,000 and Public
Relations budget, including the same items, is $80,000, which will be paid for out of TBID
assessment funds.

BACKGROUND

Since 2013, the City has contracted for its tourism operations with the Morro Bay Tourism Bureau
(Bureau). Under the direction of Executive Director Brent Haugen, the Bureau has a general policy
to issue an RFP every two years to investigate potential new professional entities to provide the
community’s tourism marketing and public relations.

Because the City will discontinue contracting for tourism operations with the Bureau this year, City
staff and Bureau staff have worked to ensure appropriate cooperation and coordination of potential
future tourism work. That includes seeking a new marketing and public relations agency.

To that end, the Bureau issued an RFP for those services and received proposals back by August 31,
2015. At its January 14, 2016 meeting, the Bureau Board of Directors held interviews with the top
three candidates that submitted proposals. City staff attended the presentations as well.

The Directors voted to recommend to the Tourism Business Improvement District (TBID) Advisory

Prepared By: ST Dept Review:
City Manager Review: DWB

City Attorney Review: _ JWP
CC.2017.12.12 Page 52 of 135




Board (a City entity that makes the official recommendation to the City Council, but technically the
same people as on the Bureau Board) the selection of Mental Marketing for the services agreement.

At a January 28, 2016, special meeting, the TBID Advisory Board unanimously recommended the
City Council approve a two-year agreement with Mental Marketing for public relations and
marketing services.

DISCUSSION

The RFP process, and particularly the interview process conducted by the Bureau and its Board, was
done very well and had an amazing creative component. Executive Director Haugen challenged the
top three candidates to devise a mock campaign for a “Sustainable Seafood Festival” in Morro Bay
and provided various factors they had to consider as part of the campaign, including a budget figure
and ongoing challenges, including the loss of visitors to the event over time. Staff encourages the
Council and the public to watch the presentations, which have been uploaded to the City’s YouTube
channel here: https://www.youtube.com/watch?v=ypgkZBNsoQU.

The proposed budget for this work is based on the current 2015-16 fiscal year, and the numbers
fluctuate depending on the market (in other words, TBID assessment revenue collected can be
impacted by the number of visitors that stay at hotels) and other factors. The budgeted dollars for
the agreement reflect a 14-16 month marketing and public relations plan to avoid gaps in overall
outreach. The annual marketing budget including planning, meetings, execution and reporting is
$315,000 and Public Relations budget, including the same items, is $80,000. Work conducted is
based on an annual marketing and public relations plan that is built by expert tourism staff and
reviewed by the TBID Advisory Board, which sends a recommendation for final approval by the
City Council.

That two-year agreement would begin July 1, 2016, with a mid-year annual review and the option to
terminate the contract after any 30-day period during the term of the agreement. Agencies were
informed during the RFP process, if they wished to continue service after that two-year agreement,
then they would likely be required to go through a similar RFP process as other interested agencies.

The agreement would be different from the previous one in that both marketing services and public
relations services would be undertaken by one firm. Previously, two separate contracts were let for
those services. Verdin Marketing currently provides marketing services while Mental Marketing
provides the community’s public relations services related to tourism operations. Bureau staff and
the Board felt a single contract for both services would provide better coordination of those
endeavors.

Funding for tourism marketing and public relations services comes from the TBID assessment,
which is collected by hoteliers when people stay at their facilities. In FY 2014-15, the City collected
about $741,000 in TBID funding to be used for tourism marketing and promotions.

Marketing and public relations are a crucial component of the City’s tourism operations and it’s
clear, since the inception of the TBID, a more robust revenue stream for tourism marketing and

2
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public relationships has had a substantial, positive impact on Transient Occupancy Tax revenues.

TBID/Bureau board members conducted a rigorous review of the potential candidates for the
contract and were impressed with the overall creativity and energy of Mental Marketing and their
mock presentation. The Board noted the firm is very familiar with the community, which helps the
agency better tell the story of Morro Bay to visitors.

CONCLUSION

Staff recommends awarding to Mental Marketing a two-year agreement to provide the City of
Morro Bay’s tourism marketing and public relations services and to authorize the City Manager to
sign that agreement after preparation by and approval as to form by the City Attorney.

ATTACHMENT
Mental Marketing RFP Response

CC.2017.12.12 Page 54 of 135



AGENDA NO: A-9
MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 28, 2017

FROM: Rob Livick, PE/PLS —Director of Public Services/City Engineer
Pamela Newman, Assistant Engineer

SUBJECT: Approval of Final Map for Tract 2739 — Black Hills Villas (485 & 495 South
Bay Blvd.)

RECOMMENDATION
Staff recommends City Council adopt Resolution 63-17 approving the Final Map for Tract 2739
— Black Hills Villas.

ALTERNATIVES
If City Council believes that the Subdivider has not met the conditions of approval the City
Council shall deny the approval of the Final Map.

FISCAL IMPACT
There is no fiscal impact as a result of this action.

BACKGROUND/ DISCUSSION

At its regular meeting on November 13, 2006 the Planning Commission approved the request
for a Vesting Tentative Subdivision Map (S00-038), Use Permit (UPO-070) and Coastal
Development Permit (CPO-110) for Tract 2739.

This subdivision divides a 3.17 acre parcel (APN 066-371-003) into nineteen (19) lots comprised
of 16 (sixteen) residential lots, one (1) common area/private street lot and two (2) open space
lots.

Since then, the applicant has satisfied all subdivision conditions of approval along with all City
and State (Subdivision Map Act) provisions required for the recordation of this map. The Final
Map substantially conforms to the approved tentative map. Per Morro Bay Municipal Code
section 16.16.210, the City Council shall approve if the previously stated requirements have
been satisfied.

CONCLUSION

Approval of a Tract Map is a "ministerial act", pursuant to the California Subdivision Map Act
(Government Code Section 66474.1), once the map is found to be in substantial conformance
with the approved tentative map. This final map has met all City regulations and no further
discretionary approvals are required. Staff recommends the City Council approve Tract Map
2739.
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ATTACHMENT
1. Resolution No. 63-17
2. Final Map for Tract 2739
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RESOLUTION NO. 63-17

A RESOLUTION OF THE CITY COUNCIL OF MORRO BAY APPROVING THE FINAL MAP
FOR A 16-LOT RESIDENTIAL SUBDIVISION KNOWN AS TRACT 2739 (BLACK HILLS
VILLAS) AND ACCEPTING THE ASSOCIATED PUBLIC UTILITY EASEMENT DEDICATION

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, on November 13, 2006 the Planning Commission did hold a public hearing,
received public testimony, and after closing the public hearing fully considered the various
issues surrounding the case; and

WHEREAS, the Planning Commission did approve the Vesting Tentative Map for Tract
2739, and associated development applications, subject to certain Conditions of Approval; and

WHEREAS, the Planning Commission has previously made findings required by the
California Environmental Quality Act (CEQA) and the City of Morro Bay procedures for
implementation of CEQA; and

WHEREAS the applicant has since satisfied or guaranteed all Conditions of Approval
and requests permission to record the Final Map; and

WHEREAS the applicant has guaranteed the installation of minor frontage
improvements and public utilities (water and sewer) with surety bonds per the City Engineer
approved Public Improvement Plans; and

WHEREAS, the recordation of a final map is a ministerial act pursuant to the City of
Morro Bay Subdivision Ordinance and California Subdivision Map Act;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro Bay,
California, that the City hereby approves the final map for Tract 2739.

PASSED AND ADOPTED by the City Council of the City of Morro Bay, California, at a
regular meeting held on the 12" day of December 2017, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor
ATTEST:

DANA SWANSON, City Clerk
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| OWNER'S STATEMENT

BENEFICIARY’S STATEMENT

CITY ENGINEER’S/SURVEYOR'S STATEMENT

SURVEYOR'S STATEMENT

| WE, THE UNDERSIGNED, HEREBY CERTIFY THAT WE ARE ALL THE OWMERS OF, AND ALL RECORD
HOLDERS OF SECURITY INTEREST IN, AND ALL PARTIES HAVING ANY RECORD TITLE INTEREST IN
THE REAL PROPERTY INCLUDED WITHIN THE SUBDMISION AND PROJECT SHOWM OM THIS MAP,

| mg THAT EACH OF US DOES HEREBY CONSENT TO THE FILING AND/' OR RECORDATION OF THIS

WE HEREBY RESERVE TO QURSELVES, OUR HEIRS, ANMD ASSIGNS CERTAIN PRIWATE ACCESS,
PRVATE DRAINAGE, RAPTOR HABITAT PRESERVATION AREA, AND STATE PARK BUFFER AREA FOR
THE USE AND BENMEFIT OF THE PRESENT OR FUTURE OWNERS OF THE LOTS AFFECTED BY
SUCH EASEMENTS AS DELINEATED ON SAID MAP.

THE PEEM. PROPERTY DESCRIBED BELOW IS DEDICATED AS AN EASEMENT FOR PUBLIC

PURPOSES:

1. PUBLC UTIUTY EASEMENT OR "PUE” FOR THE PUBLIC USE AND THE BENEFIT OF THE
SEVERAL PUBLIC UTILITY COMPANIES WHICH ARE AUTHORIZED TO SERVICE IN SAID
SUBDIVISION AS SHOWM HEREOM.

2. USE AND ACCESS OF THAT CERTAIN TRAIL WITHIN THE OPEM SPACE RIPARIAN
ENHANCEMEWT AREA AS SHOWN HEREON.

‘ EiLAC‘ HILLS VILLAS, LP
S!GNATU SIGNATURE
. LQaLme ws)zrﬁf”
PRINTED NAME PRINTED NAME
ﬁféﬁ!d«’:"ﬂ Cd{”/f} er fmﬁ#flkf Liam
| TITLE TITLE

5:}(;75 &mt,{ Foor e

NOTARY ACKNOWLEDGEMENT

A NOTARY PUBLIC OR OTHER OFFICER COMPLETING THIS CERTIFICAIE VERIFIES OMLY THE
IDEMTITY OF THE INDMIDUAL WHO SIGNED THE DOCUMENT TO WHICH THIS CERTIFICATE IS
ATTACHED, AND NOT THE TRUTHFULNESS, ACCURACY, OR VALIDITY OF THAT DOCUMENT. |

STATE OF CALIFORNIA )
COUNTY OF SAN-LUIS-OBISPOPY Ovonge

ONNOV: [b, 2013 BeFoRE ME, _Phalip Avortw Hoin, volor, Rl

PERSONALLY APPEARED Wowyne Ce [me

WHO PROVED TO ME ON THE BASIS OF SATISFACTORY EVIDENCE TO BE THE PERSON(S)
WHOSE NAME(S) dSYARE SUBSCRIBED TO THE WITHIN INSTRUMENT AND ACKNOWLEDGED TO ME
THAT @B/SHE/THEY EXECUTED THE SAME IN ABSYHER/THEIR AUTHORIZED CAPACITY(IES), AND
THAT BY (HIB/HER/THEIR SIGNATURE(SY ON THE INSTRUMENT THE PERSON(S), OR THE ENTITY
UPON BEHALF OF WHICH THE PERSON(S) ACTED, EXECUTED THE INSTRUMENT.

| CERTIFY UNDER PEMALTY PERJURY UNDER THE LAWS OF THE STATE OF CALIFORMIA THAT
THE FOREGOING PARAGRAPH !S TRUE AND CORRECT.

WITNESS MY HAND AND SEAL.

vt P

SIGNATURE

2090156

COMMISSION NO.

MNov. 7|, 20| 9
COMMISSION EXPIRES

P‘\" \\Lp Frdepi Hovn
PRIMTED MABE

HOTE: NO NOTARY SEAL PER CALIFORMIA GOVERNMENT CODE £66436(c)

NOTARY ACKNOWLEDGEMENT

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 CALIFORNIA
COUNTY OF SAN LUIS OBISPO

ON BEFORE ME,

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.

1 CERTIFY UNDER PEMA F_PERJURY UNDER THE LAWS OF THE STATE OF CALIFORMIA THAT
THE FOREGOING PARAGRAPH IS TRUE AND CORRECT.

WITNESS MY HAND AND SEAL

SIGHATURE COMMISSION NO.

PRINTED NAME COMMISSION EXPIRES

NOTE: NO MOTARY SEAL PER CALIFORMIA GOVERNMENT CODE $§66436(c)

A SARING TAYLOR & ASSOCIATES
“Ru.CIVIL ENGINEERS — SURVEYORS
ARROYO GRANDE, CA 93420 - (805) 489-1321

INC.

141 SOUTH ELM STREET -

PLANNERS

HOMESTREET BAMNK, A WASHINGTOM STATE CHARTERED COMMERCIAL BAMK AS BEMEFICIARY
UMDER DEED OF TRUST DATED OCTOBER 12, 2017 RECORDED AS INSTRUMENT MO.
2(3_}7——94@935 OF OFFJCIAL HECOBES OF SAM LUIS OBISPO COUNTY, CALIFORMIA

SIGNATURE

T o LaMt ATD

BRINTED NAME
TTLE

NOTARY ACKNOWLEDGEMENT

[A NOTARY PUBLIC OR OTHER OFFICER COMPLETING THIS CERTIFICATE VERIFIES ONLY THE
| IDENTITY OF THE INDWIDUAL WHO SIGNED THE DOCUMENT TO WHICH THIS CERTIFICATE IS
CHED, AND NOT THE TRUTHFULNESS, ACCURACY, OR VALIDITY OF THAT DOCUMENT.
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WHQ PRDVED TC.'! ME GN THE BASIS OF SATISFACTORY EVIDENCE TO BE THE PERSOM(SY
WHOSE NAME&E‘)’ (SYARE SUBSCRIBED TO THE WITHIN INSTRUMENT AND ACKNOWLEDGED TO ME
THAT (HE) SHE/THEY EXECUTED THE SAME IN FISYHER/THEIR AUTHORIZED CAPACITY(IES), AND
THAT BY @ISYHER/THEIR SIGNATURE(ST ON THE INSTRUMENT THE PERSOM(SY, OR THE ENTITY
UPON BEHALF OF WHICH THE PERSejN,(s{r ACTED, EXECUTED THE INSTRUMENT.

| CERTIFY UMDER PEMALTY OF PERJURY UNDER THE LAWS OF THE STATE OF CALIFORNIA THAT
THE FOREGOING PARAGRAPH IS THUE ANMD CORRECT.

WITHESS MY HAMD AND SEAL.

Phd Hon

SIGNATURE

2090 3}6b

COMMISSION NO.

PRINTED NAME )
MOTE: NO MOTARY SEAL PER CALIFORMIA GOVERNMENT CODE §56436(c)

PLANNING COMMISSION STATEMENT

| HEREBY STATE THAT | HAVE EXAMINED THIS MAP AND THAT | AWM SATISFIED THAT THE MAP
CONFORMS WITH THE ACTION TAKEN BY THE CITY OF MORRO BAY FOR TRACT 2738 ON

SCOT GRAHAM DATE
COMMUNITY DEVELOPMENT DIRECTOR
CITY OF MORRD BAY

SOILS REPORT

S0ILS ENGINEERING REPORT PROJECT SLOSB27-1
PREPARED GEOSOLUTIONS, INC
JANUARY 17M 2017

SIGNATURE OMISSIONS

THE SIGMATURES OF PACIFIC GAS AND ELECTRIC COMPANY HAVE BEEM OMITTED UNDER THE
PROVISIONS OF SECTION 66436 SUBSECTION (A—3—A-I) OF THE SUBDWISION MAP ACT, THEIR
INTEREST IS SUCH THAT [T CANMNOT RIPEN INTO A FEE TITLE AND SAID SIGNATURES ARE NOT
REQUIRED THE GOVERNING BODY.

CITY CLERK'S STATEMENT

I, DANA SWANSON, DO HEREBY STATE THE CITY COUNCIL OF THE CITY OF MORRO BAY, STATE
OF CALIFORNIA, DID, ON _____ . 2017, APPROVE THIS MAP OF TRACT 2739 SHOWN
HEREOM M ACCORDAMCE WITH THE PROMISIONS OF THE SUBDMSION MAP ACT, AND ALSD
AGREE TO ACCEPT ON BEHALF OF THE PUBLIC THE PUBLIC UTILITY EASEMENMT AND TRAIL
ACCESS WITHIM THE OPEN SPACE RIPARIAN EMNHANCEMENT ARES.

CITY CLERK

CiTy OF MORRO BAY

| HEREBY STATE THAT | HAVE EWAMINED THE AMMEMED MAP ENTITLED TRACT MAP 2730, THAT
THE SUBDMISION SHOWN HEREON IS SUBSTANTIALLY THE SAME AS 1T APPEARED ON THE
APPROVED TENTATIVE MAP AND AMY APPROVED ALTERATIONS THEREOF, AND THAT THE
PROVISIONS OF THE SUBDIVISION MAP ACT OF THE STATE OF CALIFORMIA AND THE CITY OF
MORRO BAY LOCAL ORDINANCE HAVE BEEM COMPLIED WITH AND THAT | AM SATISFIED THAT
THIS MAP IS TECHMICALLY CORRECT.

ROBERT A. LIMICK, P.L.S. NO 8126 DATE

CITY ENGINEER

CITY OF MORRO BAY, CALIFORNIA

RECORDER'S STATEMENT

FILED THIS DAY OF . 201, AT M. W THE BOOK____

_ OF MAPS, AT PAGE TO AT THE REQUEST OF RICHARD H. CASSERA.
DOC WO.; FEE: §
By:

COUNTY RECORDER DEFUTY

RECORDER’'S DISCLAIMER

THE TABULATION, LISTING AND NUMBERING OF ANY SEPARATE DOCUMENTS AUTHORIZED TO BE
RECORDED COMCURRENTLY WITH THIS MAP HAVE BEEN PROVIDED BY THE SUBDMIDER OR BY
THE LOCAL AGENCY APPROVING THE MAP. THE COUNTY RECORDER MAMES NOD
REPRESENTATIONS REGARDING THE ACCURACY OR THE TABULATION, LISTIMG AND MUMBERING OF
ANY SEPARATE DOCUMENTS REFERRED TO ON THIS MAP.

WOTE: THE FOLLOWING DOCUMENTS AFFECTING THE PROPERTY DENOTED HEREOM ARE BEMG
RECORDED CONCURRENTLY HEREWITH:

1. COVENANTS, CONDITIONS, & RESTRICTIONS PER INSTRUMENT NUMBER

2. DEED RESTRICTION PER INSTRUMENT MUMBER

THIS MAP WAS PREPARED BY ME OR UMDER MY DIRECTION AMD 15 BASED UPOM
A FIELD SURVEY IN CONFORMAMCE WITH THE REQUIREMENTS OF THE SUBDMSION
WMAP ACT AND LOCAL ORDIMANCES AT THE REQUEST OF BLACK HILLS VILLAS, LP M
NOVEMBER 2016. | HEREBY STATE THAT THIS TRACT MAP SUBSTANTIALLY
COMFORMS TO THE APPROVED OR CONDITIOMALLY APPROVED ATIVE MAP. |
ALSD HEREBY STATE THAT ALL THE MOMUMENTS SHOWN HEREOM WILL BE SET IN
THESE POSITIONS WITHIN ONE YEAR AND WILL BE SUFFICIENT TO EMABLE THIS
SURVEY TO BE RETRACED.

RICHARD H. CASSERA, LS 4283

10/31/2017

VICINITY MAP

TO SAN LUIS
~ 0BISPO

MORRO BAY
\_GOLF COURSE

PACIFIC

TRACT 2739

A PORTION OF LOT 12 OF RANCHO SAN BERNARDO
SURVEY BY R.R. HARRIS IN DECEMBER 1884, AS SHOWN
ON MAP FILE IN BOOK 1 OF MAPS AT PAGE 60.

- CITY OF MORRO BAY
COUNTY OF SAN LUIS OBISPO
STATE OF CALIFORNIA

MAY 2015
SHEET 1 OF 4

GTA MO, 15-529.001
FIRST AMERICAN TITLE COMPANY NO. 4001-5337229
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A PORTION OF LOT 12 OF RANCHO SAN BERNARDO
SURVEY BY R.R. HARRIS IN DECEMBER 1884, AS SHOWN
ON MAP FILE IN BOOK 1 OF MAPS AT PAGE 60.

IMPLY THE CORRECTNESS OR SUFFICIENCY OF THOSE RECORDS OR

REPORTS BY THE PREPARER OF THE DOCUMENT OR ADDITIONAL

MAP SHEET.

(B) ADDITIONAL SURVEY AND MAP INFORMATION MAY INCLUDE,

BUT NEED NOT BE LIMITED TO: BUILDING SETBACK LINES, FLOOD

HAZARD ZONES, SEISMIC LINES AND SETBACKS, GEOLOGIC

MAPPING, AND ARCHAEOLOGICAL SITES. \
X

CITY OF MORRO BAY
COUNTY OF SAN LUIS OBISPO
STATE OF CALIFORNIA
MAY 2015
GARING, TAYLOR & ASSOCIATES, INC. SHEET 4 OF 4

CIVIL ENGINEERS SURVEYORS PLANNERS
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AGENDA NO: A-10

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 28, 2017
FROM: Rob Livick, Public Works Director

SUBJECT: Adoption of Resolution No. 66-17 Authorizing a Budget Adjustment of $43,250
for American with Disabilities Act (ADA) Transition Plan Improvements

RECOMMENDATION
Staff recommends the City Council authorize a budget adjustment of $43,250 in Fund 915-8500,
which is an on-going capital project for ADA implementation throughout the City.

ALTERNATIVES
Staff does not recommend any alternatives

FISCAL IMPACT

In Fiscal Year (FY) 2016/17, the City funded a capital improvement project for ADA implementation
work. The project consisted of an ADA assessment and recommendations for improvements in
compliance with ADA requirements. The assessment was completed and a balance of $43,250
remained in the originally approved budget. During the FY 2017/18 budget adoption, the remaining
funds were not appropriated for continued work on the implementation, rather the funds were
allocated to deferred revenue for future ADA work. With approval of this recommendation, the City
Council would appropriate the remaining funds of $43,250 for City staff to fund ADA implementation
work throughout the City.

BACKGROUND

In every public environment there exist accessibility deficiencies and opportunities for improvement.
The Morro Bay ADA assessment identified thousands of those situations. Many of the deficiencies
are beyond the scope of our current resources. But many of the deficiencies are minor and
corrections are achievable. Thus, staff has been making those improvements at every opportunity.

However, in the absence of a specific funding source, staff is unable to demonstrate the monetary
value of those improvements for future audits. With the availability of funding specific to the
improvements, the City will be able to more clearly support and demonstrate its progress toward
compliance.

Prepared By: MW/DS Dept Review: RL
City Manager Review: City Attorney Review: _JWP
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DISCUSSION

Staff has been installing and adjusting rest room grab bars. Staff has installed 19 additional
curbside accessible parking stalls with the proper signage throughout the downtown. Staff has
contracted and assisted with alterations to make the City Hall Annex Bldg. and conference room a
fully accessible public facility.

Staff intends to install the proper levered door handles and push bar exit hardware in public access
areas, i.e. Public Works (est. $5,000) and City Hall (est. $6,000). Staff will utilize a portion of the
funds for the Olive Street (est. $8,400) and Centennial stairway (est. $4,800) handrail upgrades.
Staff is also working with professional volunteers to renovate the Del Mar restrooms that will include
an ADA compliant unisex stall (est. $8-10,000).

Staff will not utilize the funds as an offset for internal labor costs.

CONCLUSION

Staff recommends Council authorize the budget adjustment of $43,250 from the deferred revenue
account to the capital projects budget in Fund 915-8500 to fund ADA Transition Plan improvements
throughout the City.

ATTACHMENT
1. Resolution No. 66-17
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RESOLUTION NO. 66-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA,
AUTHORIZING AMENDMENT TO THE CITY’S 2017/18
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 13, 2017, by Resolution No. 30-17; 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,
authorizes the budget adjustment of $43,250 from Deferred Revenue to the Capital Projects Budget in
Fund 915-8500 for the purposes of completing Americans with Disabilities (“ADA”) improvements
throughout the City.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular meeting
thereof held on the 12t day of December 2017, by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor
ATTEST:

DANA SWANSON, City Clerk
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AGENDA NO: A-11

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor & City Council DATE: November 7, 2017
FROM: Scot Graham, Community Development Director

SUBJECT: Authorization to enter into a contract with Stafford McCarty for representation
related to the Sale or Lease of the Market Plaza property

RECOMMENDATION

Staff recommends the City Council review the staff report, and authorize the City Manager to enter into
a contract with Stafford McCarty (Steve McCarty) for listing of the Market Plaza & Centennial Parkway
project/properties. The contract is provided as Attachment A to this staff report.

ALTERNATIVES
o The Council could provide direction for desired changes to the contract
¢ Council could direct that Staff promote the property through the RFQ process
e Council could provide direction to pursue sale/lease of the property in some other fashion found
acceptable to a majority of the Council.
e Council could choose not to place the properties on the market.

FISCAL IMPACT

If Stafford McCarty is successful in negotiating either the sale or lease of the property, to the satisfaction
of the City, then it will be entitled to a commission equal to 6% of the purchase price or 5% of the total
rental for the first 5-years and 2.5% of the total rental for the balance of the term. See Broker contract
provided in Attachment A. Given the unique nature of the property, and the lack of comparable
properties, it may also be necessary to obtain an appraisal to accurately establish a listing price for the
property.

BACKGROUND/DISCUSSION

On June 13, 2017, the Council authorized staff to change the method for marketing the Market
Plaza/Centennial Parkway project from the previously authorized Request for Qualifications (RFQ)
process to a more direct and proactive approach using California Hotel Brokers. California Hotel
Brokers withdrew its name from consideration in August of 2017. Staff subsequently researched other
brokers who had experience representing hotel properties and who also had familiarity working with
governmental agencies.

Stafford McCarty provided two Broker Qualifications documents, which demonstrate both its familiarity
representing hospitality related properties and experience working with governmental agencies. The
Stafford McCarty Qualifications documents are provided as Attachments B and C to the Staff report.

Council did request staff return with the broker representation contract for review and approval prior to
moving forward. To that end, the contract is provided as attachment A to this staff report.

Prepared By: SG Dept Review: SG

City Manager Review: SJC City Attorney Review: __ JWP
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The project area includes the Centennial Parkway improvements on the East side of the Embarcadero,
redevelopment of the City owned property containing DiStasio’s Restaurant, the City owned parking lot

at the corner of Market and Pacific and the City owned parking lot below the DiStasio’s restaurant. See
Project area map provided below.
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Potential project components may include:

Mixed-use full service hotel, restaurant and retail development.

Include Centennial Parkway improvements (East side of Embarcadero only)
No large monolithic structure/development

Incorporate a parking garage to replace lost parking

Step the development down the slope

Include differing roof lines

Retail/restaurant on East side of Embarcadero at street level

CONCLUSION

If the objective of the Market Plaza project is centered on economic development with the goal of
revitalizing the project area with the best project possible, then it makes sense to attempt to reach the
largest potential group of buyers. Marketing the project through a broker will allow the City to reach a
far larger pool of buyers/hotelier/developers than releasing the project as a RFQ.

The initial term of the contract is for a period of one year (December 12, 2017 — December 11, 2018) If
that method of marketing the property/project proves unsuccessful, then the City can always move
forward with the RFQ process.

ATTACHMENTS

A. Broker Listing Agreement
B. Broker Qualifications
C. Broker Qualifications Supplement
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AGENDA ITEM: A-11
ATTACHMENT: A
MEETING DATE: December 12, 2017

AlR E

EXCLUSIVE RIGHT TO REPRESENT OWNER
FOR SALE OR LEASE OF REAL PROPERTY

(Non-Residential)

1. BASIC PROVISIONS ("BASIC PROVISIONS").
1.1 Parties: This agency Agreement ("Agreement"), dated for reference purposes only November 15, 2017 ,is made by and between
City of Morro Bay ,whoseaddressis _595 Harbor Street, Morro Bay, CA 93442 , telephonenumber _805
772-6200 ,FaxNo. _805772-7329 ("Owner"),and _Stafford McCarty, Inc, ,whoseaddressis _641 Higuera St,
Suite 201, San ILuis Obispo, CA 93401 ,telephonenumber _805 543-1801 ,FaxNo._805 654-1857 ,("Agent").
1.2 Property/Premises: The real property, or a portion thereof, which is the subject of this Agreement is commonly known as (street address, city, state, zip)
See Attachment A ,locatedintheCountyof _San Tuis Obispo ,and generallydescribed as (describe briefly the nature of the property):
See Attachment A ("Property"). (See also Paragraph 3).
1.3 Term of Agreement: The term of this Agreement shall commenceon December 12, 2017 andexpire at5:00 p.m.on December
11, 2018 ,exceptasitmay be extended ("Term"). (See also paragraph 4)

1.4 Transaction: The nature of the transaction concerning the Property for which Agent is employed ("Transaction") is
(check the appropriate box(es)):

(a) ~/ A sale for the following sale priceand terms: _ To be determined by Owner (supported by appraisal)
and other additional standard terms reasonably similar to those contained in the "STANDARD OFFER, AGREEMENT AND ESCROW INSTRUCTIONS FOR THE PURCHASE
OF REAL ESTATE" published BY AIR CRE ("AIR"), or for such other price and terms agreeable to Owner;

(b) /A lease or other tenancy for the following rent andterms: To be determined by Owner (supported by
appraisal) andother additional standard terms reasonably similar to those contained in the appropriate AIR lease form or for such other rent and terms
agreeable to Owner.

2. EXCLUSIVE EMPLOYMENT AND RIGHTS.

2.1 Owner hereby employs Agent as Owner's sole and exclusive agent to represent Owner in the Transaction and to find buyers or lessees/tenants ("lessees"),
as the case may be, for the Property. Agent shall use reasonably diligent efforts to find such buyers or lessees. All negotiations and discussions for a Transaction shall
be conducted by Agent on behalf of Owner. Owner shall promptly disclose and refer to Agent all written or oral inquiries or contacts received by Owner from any
source regarding a possible Transaction.

2.2 Owner authorizes Agent to:

(a) Place advertising signs on the Property;

(b) Place a lock box on the Property if vacant;

(c) Accept deposits from potential buyers or lessees; and

(d) Distribute information regarding the Property to participants in THE MULTIPLE ("MULTIPLE") ofthe AR and/or any other appropriate local
commercial multiple listing service, to other brokers, and to potential buyers or lessees of the Property. Owner shall identify as "confidential" any information
provided to Agent that Owner considers confidential and does not want disclosed. All other information provided by Owner may be disclosed as Agent may deem
appropriate or necessary. After consummation of a Transaction, Agent may publicize the terms of such Transaction.

2.3 Agent shall comply with the Rules of Professional Conduct of the AIR, if a member or if not, the Rules of Professional Conduct of the Society of Industrial
and Office Realtors, and shall submit the Property to the MULTIPLE. Agent shall cooperate with participants in the MULTIPLE and may, at Agent's election, cooperate
with other real estate brokers (collectively "Cooperating Broker").

2.4 If the Transaction is a sale and Agent finds a prospective buyer for the Property, or if the Transaction is a lease and Agent finds a prospective lessee for the
Property, Owner hereby authorizes Agent also to represent and act as the agent for such buyer or lessee, and Owner consents to such dual agency. If a Cooperating
Broker finds such a buyer or lessee, then Agent shall act as agent for Owner only, the Cooperating Broker shall act as agent for the buyer or lessee only, and the
Cooperating Broker shall not be Owner's agent, even though the Cooperating Broker may share in the commission paid by Owner to Agent. A Cooperating Broker shall
not be an agent or subagent of Owner or Agent.

2.5 Owner agrees that Agent may, during the ordinary and normal course of marketing the Property, respond to inquiries on the Property by showing and
providing information on the Property, as well as on other competing properties, to prospective buyers and lessees and that such activities may result in the payment
of a commission to Agent by a third party.

3.  PROPERTY.
3.1 The term "Property” shall e sold "AS_ IS, WHERE_IS" and per the public report.isciude all ofthe following which are-

3.2 Within five business days after the commencement of the Term hereof, Owner shall provide Agent with the following:
(a) A duly completed and fully executed Property Information Sheet on the most current form published by the AIR;
(b) Copies of all leases, subleases, rental agreements, option rights, rights of first refusal, rights of first offer, or other documents containing any other
limitations on Owner's right, ability and capacity to consummate a Transaction, and
(c) Ifavailable to Owner, copies of building plans, and if the Transaction is a sale, title reports, boundary surveys, and existing notes and trust deeds
which will continue to affect the Property after consummation of a sale.
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3.3 Agent shall have no respon5|b|I|ty for malntenance repair, replacement operation, or security of the Property, all of which shall be Owner's sole
responsibility. glig 3 3 .

4. EXTENSION OF TERM. If the Transaction is a sale, and a sale is not consummated for any reason after Owner accepts an offer to purchase the Property ("Sale
Agreement"), then the expiration date of the Term of this Agreement shall be extended by the number ofdays that eIapsed between the date Owner entered into the

Sale Agreement and the later of the date on wh|ch the Sale Agreement is terminated-c

5. COMMISSION.

5.1 Owner shall pay Agenta commission / inthe amountof 6% of the Purchase Price, in the event of a sale;
and/or 5% of the total rental for the first 5 vears and 2.5% of the total rental for the

balance of the term. in accordance with the commission schedule attached hereto ("Agreed Commission"), for a Transaction, whether such

Transaction is consummated as a result of the efforts of Agent, Owner, or some other person or entity. Agent shall also be entitled to the Agreed Commission if any of
the Owner's representations and warranties described in paragraph 8 are shown to be false. Such Agreed Commission is payable:

(a) If the Transaction is a sale, (i) the Property is sold ; (ii) Owner breaches or repudiates any Sale Agreement, escrow instructions or other documents
executed by Owner regarding the sale of the Property; (iii) the Property or any interest therein is voluntarily e~veluntarily sold, conveyed, contributed or
transferred (|v) the Property or any |nterest therein is taken under the power of Emlnent Domaln or soId under threat of condemnahon -op(-\u)-r-f-Gwner—os-a-

(b) Ifthe Transactlon isa Iease and a Iease ofthe Property, ora portlon thereof is executed or
(¢ fowner without making a finding at a duly noticed public meeting the public interest is best

served (i) removes or withdraws the Property from a Transaction or the market; (ii) acts as if the Property is not available for a Transaction; (iii) treats the Property
as not available for a Transaction; (iv) breaches, terminates, cancels or repudiates this Agreement; (v) renders the Property unmarketable; or (vi) changes the status of
the Property's title, leases, agreements, physical condition or other aspects thereof, which such change adversely impacts the value, use, desirability or marketability
of the Property.

52 |If the Transact'lon isa saIe the purchase agreement and/or escrow instructions to be entered into by and between Owner and a buyer of the Property shall
provide that:
(a) Owner irrevocably instructs the escrow holder to pay from Owner's proceeds accruing to the account of Owner at the close of escrow the Agreed
Commission to Agent;
(b) Acontingency to the consummation of the sale shall be the payment of the Agreed Commission to Agent at or prior to close of the escrow; and
(c) Nochange shall be made by Owner or buyer with respect to the time of, amount of, or the conditions to payment of the Agreed Commission, without
Agent's written consent.

5.3 If the Transaction is a lease it shall be paid per the Commission Schedule

6.  ALTERNATIVE TRANSACTION. If the Transaction changes to any other transaction, including, but not limited to, a sale, exchange, option to buy, right of first
refusal, ground lease, lease, sublease or assignment of lease (collectively "Alternative Transaction"), then Agent shall automatically be Owner's sole and exclusive
Agent for such Alternative Transaction and represent Owner in such Alternative Transaction, under the terms and conditions of this Agreement. If, during the Term
hereof, an Alternative Transaction is entered into, then Owner shall pay Agent the Agreed Commission.

7. EXCLUDED AND REGISTERED PERSONS.

7.1 Owner shall, within 5 business days after the date hereof, provide Agent, in writing, with the names of those persons or entities registered with Owner by
any other broker under any prior agreement concerning the Property ("Excluded Persons", see paragraph 7.5). Owner shall also specify for each Excluded Person the
type of transaction the consummation of which during the Term of this Agreement entitles such other broker to any compensation ("Excluded Transaction"). Agent
may within 10 days of receiving such written list, either (a) accept the Excluded Persons and Excluded Transactions, (b) cancel this Agreement, or (c) attempt to
renegotiate this portion of the Agreement with Owner. Once accepted by Agent, the written list shall automatically become an exhibit to this Agreement. If Owner
timely provides Agent with the names of the Excluded Persons and specifies the Excluded Transaction for each Excluded Person, then the Agreed Commission paid to
Agent with respect to consummation of such an Excluded Transaction with an Excluded Person shall be limited as follows: if such Excluded Transaction is concluded
within the first 30 days of the commencement of the Term hereof, then Agent shall be paid a commission equal to the reasonable out-of-pocket expenses incurred by
Agent in the marketing of the Property during said 30 days; or if such Excluded Transaction is concluded during the remainder of the Term hereof, then Agent shall be
entitled to a commission equal to one-half of the Agreed Commission. If the specified information concerning Excluded Persons and Transactions is not provided as
set forth herein, then it shall be conclusively deemed that there are no Excluded Persons.

7.2 Agent shall, within 5 business days after the expiration of the Term hereof, provide Owner, in writing, with the name of those persons or entities with
whom Agent either directly or through another broker had negotiated during the Term hereof ("Registered Persons", see paragraph 7.5), and specify the type of
transaction of the Property for which such negotiations were conducted ("Registered Transaction"). Those persons or entities who submitted written offers or letters
of intent shall, however, automatically be deemed to be Registered Persons for the type of transaction which was the subject of such offer or letter of intent. If Agent
fails to timely notify Owner of the existence of any other Registered Persons, then it shall be conclusively deemed that there are no other Registered Persons. A
person or entity shall not be a Registered Person if Agent fails to timely specify a Registered Transaction for such person or entity. The parties are aware that the
registration of certain individuals and/or entities might create a Dual Agency, and Owner hereby consents to any such Dual Agency.

7.3 If, within 180 days after the expiration of the Term hereof, Owner enters into a contract with a Registered Person for consummation of a Registered
Transaction, then Owner shall, upon consummation of such Registered Transaction, pay Agent the Agreed Commission for the Registered Transaction.

7.4 If, within 180 days after the expiration of the Term hereof, Owner enters into another owner-agency or listing agreement with a broker other than Agent for
any transaction concerning the Property, then Owner shall provide to Owner's new broker the names of the Registered Persons and the Registered Transaction for
each Registered Person, and provide in such new agreement that the new broker shall not be entitled to receive any of the compensation payable to Agent hereunder
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for consummation of a Registered Transaction with a Registered Person.

7.5 In order to qualify to be an Excluded Person or a Registered Person the individual or entity must have: toured the Property, submitted a letter of interest or
intent, and/or made an offer to buy or lease the Property. In addition, Excluded Persons may only be registered by a broker who previously had a valid listing
agreement covering the Property, and such broker may only register individuals and entities actually procured by such listing broker.

8. OWNER'S REPRESENTATIONS.
Owner represents and warrants that:

(a) Each person executing this Agreement on behalf of Owner has the full right, power and authority to execute this Agreement as or on behalf of Owner;

(b) Owner owns the Property and/or has the full right, power and authority to execute this Agreement and to consummate a Transaction as provided
herein, and to perform Owner's obligations hereunder;

(c) Neither Owner nor the Property is the subject of a bankruptcy, insolvency, probate or conservatorship proceeding;

(d) Owner has no notice or knowledge that any lessee or sublessee of the Property, if any, is the subject of a bankruptcy or insolvency proceeding;

(e) There are no effective, valid or enforceable option rights, rights of first refusal, rights of first offer or any other restrictions, impediments or limitations
on Owner's right, ability and capacity to consummate a Transaction, except as disclosed in writing pursuant to Paragraph 3.2(b).

(f)  That as of the date of this Agreement the asking sales price is not less than the total of all monetary encumbrances on the Property.

9. OWNER'S ACKNOWLEDGMENTS. Owner acknowledges that it has been advised by Agent to consult and retain experts to advise and represent it concerning the
legal and tax effects of this Agreement and consummation of a Transaction or Alternative Transaction, as well as the condition and/or legality of the Property,
including, but not limited to, the Property's improvements, equipment, soil, tenancies, title and environmental aspects. Agent shall have no obligation to investigate
any such matters unless expressly otherwise agreed to in writing by Owner and Agent. Owner further acknowledges that in determining the financial soundness of

any prospective buyer, lessee or security offered, Owner will rely solely upon Owner's own investigation, notwithstanding Agent's assistance in gathering such
information.

10. MISCELLANEOUS.

10.1 This Agreement shall not be construed either for or against Owner or Agent, but shall be interpreted, construed and enforced in accordance with the
mutual intent of the parties ascertainable from the language of this Agreement.

10.2 All payments by Owner to Agent shall be made in lawful United States currency. If Owner fails to pay to Agent any amount when due under this
Agreement, then such amount shall bear interest at the rate of 15% per annum or the maximum rate allowed by law, whichever is less.

0 n-the event of liigation-or arbitration-between Owner and-Agent arising under or relating to this Agreement o

10.4 Owner agrees to indemnify, defend (with counsel reasonably acceptable to Agent), and hold Agent harmless from and against any claim or liability asserted
against Agent as a result of the failure of Owner to make a full and complete disclosure pursuant to law and paragraph 3.2(a) or as a result of the fact that any of the
representations made by Owner (see paragraph 8) were not true at the time that this Agreement was signed.

0 Owner hereby relegses and relieves Agent and waives Owner's entire right of recovery against Agen

10.7 Owner agrees that no lawsuit or other legal proceeding involving any breach of duty, error or omission relating to the services to be performed by Agent
pursuant to this Agreement may be brought against Agent more than one year after the expiration of the Term of this Agreement (see paragraph 1.3)

12. Additional Provisions: Additional provisions of this Agreement are set forth in the following blank lines orin an addendum attached hereto and made a part
hereof consisting of paragraphs through (if there are no additional provisions write "NONE"):

13. Disclosures Regarding The Nature of a Real Estate Agency Relationship. When entering into an agreement with a real estate agent an Owner should from the
outset understand what type of agency relationship or representation it has with the agent or agents in the transaction.
(i)  Owner's Agent. An Owner's agent may act as an agent for the Owner only. An Owner's agent or subagent has the following affirmative obligations:
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To the Owner: A fiduciary duty of utmost care, integrity, honesty, and loyalty in dealings. To a potential buyer/lessee and the Owner: a. Diligent exercise of
reasonable skills and care in performance of the agent's duties. b. A duty of honest and fair dealing and good faith. c. A duty to disclose all facts known to the agent
materially affecting the value or desirability of the property that are not known to, or within the diligent attention and observation of, the Parties. An agentis not
obligated to reveal to either Party any confidential information obtained from the other Party which does not involve the affirmative duties set forth above.

(ii) Agent Representing Both Parties. A real estate agent, either acting directly or through one or more associate licenses, can legally be the agent of both
Parties in a transaction, but only with the knowledge and consent of the Parties. In a dual agency situation, the agent has the following affirmative obligations to both
Parties: a. A fiduciary duty of utmost care, integrity, honesty and loyalty in the dealings with either Party. b. Other duties to the Owner as stated above in
subparagraph (i). When representing both Parties, an agent may not without the express permission of the respective Party, disclose to the other Party that the Owner
will accept rent/purchase price in an amount less than that indicated in the listing or that the buyer/lessee is willing to pay a higher rent/purchase price than that
offered.

The above duties of the Agent do not relieve Owner from the responsibility to protect its own interests. Owner should carefully read all agreements to assure that
they adequately express its understanding of the transaction.

Date: Date:
OWNER AGENT

City of Morro Bay Stafford McCarty, Inc,
By: By:
Name Printed: Name Printed: _Steve McCarty
Title: Title: _Ownexr

Agent BRE License#: 01240829

Address: 641 Higuera Street, 201, San Luis
Obispo, CA 93401

Phone: 805 543-1801

Fax:

Email: _stevel@staffordmccarty.com

AIR CRE. 500 North Brand Blvd, Suite 900, Glendale, CA 91203, Tel 213-687-8777, Email contracts@aircre.com
NOTICE: No part of these works may be reproduced in any form without permission in writing.

[ Page 4 of 4 o
INITIALS Last Edited: 11/16/2017 12:17 PM INITIALS

© 2017 AIR CRE. AllRights Reserved. 0OA-8.00, Revised 01-03-2017

CC.2017.12.12 Page 73 of 135



AlR E

DISCLOSURE REGARDING
REAL ESTATE AGENCY RELATIONSHIP

(As required by the Civil Code)

When you enter into a discussion with a real estate agent regarding a real estate transaction, you should from the outset understand what type of agency relationship
or representation you wish to have with the agent in the transaction.

SELLER'S AGENT ("Seller" includes both a vendor and a lessor)

ASeller's agent under a listing agreement with the Seller acts as the agent for the Seller only. A Seller's agent or a subagent of that agent has the following affirmative
obligations:
To the Seller: A fiduciary duty of utmost care, integrity, honesty and loyalty in dealings with the Seller.
To the Buyer and the Seller:

(a) Diligent exercise of reasonable skill and care in performance of the agent's duties.

(b) Aduty of honest and fair dealing and good faith.

(c) Aduty todisclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or within the diligent
attention and observation of, the parties. An agent is not obligated to reveal to either party any confidential information obtained from the other party that does not
involve the affirmative duties set forth above.

BUYER'S AGENT ("Buyer" includes both a purchaser and a lessee)

A selling agent can, with a Buyer's consent, agree to act as agent for the Buyer only. In these situations, the agent is not the Seller's agent, even if by agreement the
agent may receive compensation for services rendered, either in full or in part from the Seller. An agent acting only for a Buyer has the following affirmative
obligations:
To the Buyer: A fiduciary duty of utmost care, integrity, honesty and loyalty in dealings with the Buyer.
To the Buyer and the Seller:

(a) Diligent exercise of reasonable skill and care in performance of the agent's duties.

(b) Aduty of honest and fair dealing and good faith.

(c) Aduty todisclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or within the diligent
attention and observation of, the parties.
An agent is not obligated to reveal to either party any confidential information obtained from the other party that does not involve the affirmative duties set forth
above.

AGENT REPRESENTING BOTH SELLER AND BUYER

Areal estate agent, either acting directly or through one or more associate licensees, can legally be the agent of both the Seller and the Buyer in a transaction, but
only with the knowledge and consent of both the Seller and the Buyer.
In a dual agency situation, the agent has the following affirmative obligations to both the Seller and the Buyer:

(a) A fiduciary duty of utmost care, integrity, honesty and loyalty in the dealings with either the Seller or the Buyer.

(b) Other duties to the Seller and the Buyer as stated above in their respective sections.
In representing both Seller and Buyer, the agent may not, without the express permission of the respective party, disclose to the other party that the Seller will accept
a price less than the listing price or that the Buyer will pay a price greater than the price offered.

The above duties of the agent in a real estate transaction do not relieve a Seller or Buyer from the responsibility to protect his or her own interests. You should
carefully read all agreements to assure that they adequately express your understanding of the transaction. A real estate agentis a person qualified to advise about
real estate. If legal or tax advice is desired, consult a competent professional.

Throughout your real property transaction you may receive more than one disclosure form, depending upon the number of agents assisting in the transaction. The
law requires each agent with whom you have more than a casual relationship to present you with this disclosure form. You should read its contents each time it is
presented to you, considering the relationship between you and the real estate agent in your specific transaction. This disclosure form includes the provisions of
Sections 2079.13 to 2079.24, inclusive, of the Civil Code set forth on page 2. Read it carefully. |/WE ACKNOWLEDGE RECEIPT OF A COPY OF THIS DISCLOSURE AND
THE PORTIONS OF THE CIVIL CODE PRINTED ON THE BACK (OR A SEPARATE PAGE).

Buyer 4 Seller Lessor Lessee Date:
4 .
Buyer Seller Lessor Lessee Date:
Agent: BRE Lic. #:

Real Estate Broker (Firm)

By: Steve McCarty BRE Lic.#: 01240829 Date:
(Salesperson or Broker-Associate)

NOTE:

* When the listing brokerage company also represents Buyer/Lessee: The Listing Agent shall have one Agency Disclosure form signed by Seller/Lessor and a second
Agency Disclosure form signed by Buyer/Lessee.

* When Seller/Lessor and Buyer/Lessee are represented by different brokerage companies: (i) the Listing Agent shall have one Agency Disclosure form signed by
Seller/Lessor and (ii) the Buyer's/Lessee's Agent shall have one Agency Disclosure form signed by Buyer/Lessee and either that same or a different Agency Disclosure
form presented to Seller/Lessor for signature prior to presentation of the offer. If the same form is used, Seller/Lessor may sign here:
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Date:
Seller/Lessor

THIS FORM HAS BEEN PREPARED BY AIR CRE. NO REPRESENTATION IS MADE AS TO THE LEGAL VALIDITY OR ADEQUACY OF THIS FORM FOR ANY SPECIFIC
TRANSACTION. PLEASE SEEK LEGAL COUNSEL AS TO THE APPROPRIATENESS OF THIS FORM.
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DISCLOSURE REGARDING REAL ESTATE AGENCY RELATIONSHIP
CIVIL CODE SECTIONS 2079.13 THROUGH 2079.24 (2079.16 APPEARS ON THE FRONT)

2079.13 As used in Sections 2079.14 to 2079.24, inclusive, the following terms have the following meanings:

(a) "Agent" means a person acting under provisions of Title 9 (commencing with Section 2295) in a real property transaction, and includes a person who is
licensed as a real estate broker under Chapter 3 (commencing with Section 10130) of Part 1 of Division 4 of the Business and Professions Code, and under whose
license a listing is executed or an offer to purchase is obtained. (b) "Associate licensee" means a person who is licensed as a real estate broker or salesperson under
Chapter 3 (commencing with Section 10130) of Part 1 of Division 4 of the Business and Professions Code and who is either licensed under a broker or has entered into
a written contract with a broker to act as the broker's agent in connection with acts requiring a real estate license and to function under the broker's supervision in the
capacity of an associate licensee. The agentin the real property transaction bears responsibility for his or her associate licensees who perform as agents of the agent.
When an associate licensee owes a duty to any principal, or to any buyer or seller who is not a principal, in a real property transaction, that duty is equivalent to the
duty owed to that party by the broker for whom the associate licensee functions. (c) "Buyer" means a transferee in a real property transaction, and includes a person
who executes an offer to purchase real property from a seller through an agent, or who seeks the services of an agentin more than a casual, transitory, or preliminary
manner, with the object of entering into a real property transaction. "Buyer" includes vendee or lessee. (d) "Commercial real property" means all real property in the
state, except single-family residential real property, dwelling units made subject to Chapter 2 (commencing with Section 1940) of Title 5, mobilehomes, as defined in
Section 798.3, or recreational vehicles, as defined in Section 799.29. (e) "Dual agent" means an agent acting, either directly or through an associate licensee, as agent
for both the seller and the buyer in a real property transaction. (f) "Listing agreement" means a contract between an owner of real property and an agent, by which
the agent has been authorized to sell the real property or to find or obtain a buyer. (g) "Listing agent" means a person who has obtained a listing of real property to
act as an agent for compensation. (h) "Listing price" is the amount expressed in dollars specified in the listing for which the seller is willing to sell the real property
through the listing agent. (i) "Offering price" is the amount expressed in dollars specified in an offer to purchase for which the buyer is willing to buy the real property.
(j) "Offer to purchase" means a written contract executed by a buyer acting through a selling agent that becomes the contract for the sale of the real property upon
acceptance by the seller. (k) "Real property" means any estate specified by subdivision (1) or (2) of Section 761 in property that constitutes or is improved with one to
four dwelling units, any commercial real property, any leasehold in these types of property exceeding one year's duration, and mobilehomes, when offered for sale or
sold through an agent pursuant to the authority contained in Section 10131.6 of the Business and Professions Code. () "Real property transaction" means a
transaction for the sale of real property in which an agent is employed by one or more of the principals to act in that transaction, and includes a listing or an offer to
purchase. (m) "Sell," "sale," or "sold" refers to a transaction for the transfer of real property from the seller to the buyer, and includes exchanges of real property
between the seller and buyer, transactions for the creation of a real property sales contract within the meaning of Section 2985, and transactions for the creation of a
leasehold exceeding one year's duration. (n) "Seller" means the transferor in a real property transaction, and includes an owner who lists real property with an agent,
whether or not a transfer results, or who receives an offer to purchase real property of which he or she is the owner from an agent on behalf of another. "Seller"
includes both a vendor and a lessor. (0) "Selling agent" means a listing agent who acts alone, or an agent who acts in cooperation with a listing agent, and who sells or
finds and obtains a buyer for the real property, or an agent who locates property for a buyer or who finds a buyer for a property for which no listing exists and
presents an offer to purchase to the seller. (p) "Subagent" means a person to whom an agent delegates agency powers as provided in Article 5 (commencing with
Section 2349) of Chapter 1 of Title 9. However, "subagent" does not include an associate licensee who is acting under the supervision of an agent in a real property
transaction.

2079.14 Listing agents and selling agents shall provide the seller and buyer in a real property transaction with a copy of the disclosure form specified in Section
2079.16, and, except as provided in subdivision (c), shall obtain a signed acknowledgement of receipt from that seller or buyer, except as provided in this section or
Section 2079.15, as follows: (a) The listing agent, if any, shall provide the disclosure form to the seller prior to entering into the listing agreement. (b) The selling agent
shall provide the disclosure form to the seller as soon as practicable prior to presenting the seller with an offer to purchase, unless the selling agent previously
provided the seller with a copy of the disclosure form pursuant to subdivision (a). (c) Where the selling agent does not deal on a face-to-face basis with the seller, the
disclosure form prepared by the selling agent may be furnished to the seller (and acknowledgement of receipt obtained for the selling agent from the seller) by the
listing agent, or the selling agent may deliver the disclosure form by certified mail addressed to the seller at his or her last known address, in which case no signed
acknowledgement of receipt is required. (d) The selling agent shall provide the disclosure form to the buyer as soon as practicable prior to execution of the buyer's
offer to purchase, except that if the offer to purchase is not prepared by the selling agent, the selling agent shall present the disclosure form to the buyer not later
than the next business day after the selling agent receives the offer to purchase from the buyer.

2079.15 Inany circumstance in which the seller or buyer refuses to sign an acknowledgement of receipt pursuant to Section 2079.14, the agent, or an associate
licensee acting for an agent, shall set forth, sign, and date a written declaration of the facts of the refusal.

2079.16 Reproduced on Page 1 of this form.

2079.17 (a) As soon as practicable, the selling agent shall disclose to the buyer and seller whether the selling agent is acting in the real property transaction
exclusively as the buyer's agent, exclusively as the seller's agent, or as a dual agent representing both the buyer and the seller. This relationship shall be confirmed in
the contract to purchase and sell real property or in a separate writing executed or acknowledged by the seller, the buyer, and the selling agent prior to or coincident
with execution of that contract by the buyer and the seller, respectively. (b) As soon as practicable, the listing agent shall disclose to the seller whether the listing
agent is acting in the real property transaction exclusively as the seller's agent, or as a dual agent representing both the buyer and seller. This relationship shall be
confirmed in the contract to purchase and sell real property or in a separate writing executed or acknowledged by the seller and the listing agent prior to or coincident
with the execution of that contract by the seller.

(c) The confirmation required by subdivisions (a) and (b) shall be in the following form.

(d) The disclosures and confirmation required by this section shall be in addition to the disclosure required by Section 2079.14.

2079.18 Noselling agentin a real property transaction may act as an agent for the buyer only, when the selling agent is also acting as the listing agentin the
transaction.

2079.19 The payment of compensation or the obligation to pay compensation to an agent by the seller or buyer is not necessarily determinative of a particular
agency relationship between an agent and the seller or buyer. A listing agent and a selling agent may agree to share any compensation or commission paid, or any
right to any compensation or commission for which an obligation arises as the result of a real estate transaction, and the terms of any such agreement shall not
necessarily be determinative of a particular relationship.

2079.20 Nothingin this article prevents an agent from selecting, as a condition of the agent's employment, a specific form of agency relationship not specifically

Page 3 of 4
INITIALS Last Edited: 11/16/2017 12:17 PM INITIALS

© 2017 AIR CRE. AllRights Reserved. AD-2.00, Revised 01-03-2017

CC.2017.12.12 Page 76 of 135



prohibited by this article if the requirements of Section 2079.14 and Section 2079.17 are complied with.

2079.21 Adual agent shall not disclose to the buyer that the seller is willing to sell the property at a price less than the listing price, without the express written
consent of the seller. A dual agent shall not disclose to the seller that the buyer is willing to pay a price greater than the offering price, without the express written
consent of the buyer. This section does not alter in any way the duty or responsibility of a dual agent to any principal with respect to confidential information other
than price.

2079.22 Nothing in this article precludes a listing agent from also being a selling agent, and the combination of these functions in one agent does not, of itself, make
that agent a dual agent.

2079.23 (a) A contract between the principal and agent may be modified or altered to change the agency relationship at any time before the performance of the act
which is the object of the agency with the written consent of the parties to the agency relationship.

(b) A lender or an auction company retained by a lender to control aspects of a transaction of real property subject to this part, including validating the
sales price, shall not require, as a condition of receiving the lender's approval of the transaction, the homeowner or listing agent to defend or indemnify the lender or
auction company from any liability alleged to result from the actions of the lender or auction company. Any clause, provision, covenant, or agreement purporting to
impose an obligation to defend or indemnify a lender or an auction company in violation of this subdivision is against public policy, void, and unenforceable.

2079.24 Nothing in this article shall be construed to either diminish the duty of disclosure owed buyers and sellers by agents and their associate licensees, subagents,
and employees or to relieve agents and their associate licensees, subagents, and employees from liability for their conduct in connection with acts governed by this
article or for any breach of a fiduciary duty or a duty of disclosure.

AIR CRE. 500 North Brand Blvd, Suite 900, Glendale, CA 91203, Tel 213-687-8777, Email contracts@aircre.com
NOTICE: No part of these works may be reproduced in any form without permission in writing.
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ATTACHMENT A

Market Plaza and Centennial Parkway
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AGENDA ITEM: A-11
ATTACHMENT: B
MEETING DATE: December 12, 2017
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AGENDA ITEM: A-11
ATTACHMENT: C
MEETING DATE: December 12, 2017

SUPPLEMENTAL SELECTED CASE STUDIES
TO THE
BROKERAGE QUALIFICATIONS
FOR
REAL ESTATE MARKETING AND BROKERAGE SERVICES
CiTY OF MORRO BAY

EXPERIENCE

Safford-McCarty has a breadth and depth of experience locating and selling hospitality and mixed use
projects. The following are summarized case studies focusing on:

1) Experience with hospitality and downtown mixed use transactions,
2) Strategic partnering with the owner ships and/or buyers and
3) Working with governing agencies to obtain the necessary entitlements.

Safford McCarty is presently working with multiple developersto site projects.

Santa Maria Hotel Development

Stafford McCarty listed and sold this 5.07 acre site
to aBay Areahotel developer. It was branded as
Marriott Fairfield.

Significance: Complex parcel configuration; parcels
were previously merged and needed to be re-split for
financing purposes.

Santa Maria Hotel Development

A second adjoining parcel was later developed into a
Candelwood extended stay hotel.

Significance: The transaction was complex with
multiple option payments being made to accommo-
date the financing of the neighboring hotel. Value
was created for the ownership through the re-estab-
lishing of separate parcels.
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Stafford McCarty Commercial Real Estate
Supplemental Selected Case Studies — City of Morro Bay

Santa Maria Hotel Site Ground Lease

Stafford McCarty worked with alocal SantaMaria
land owner and Bay Area hotelier to create this 2.2
acre hospitality site.

Strategy: Asthe ownership did not want to sell,
Stafford McCarty was able to successfully negotiate
aground lease.

Significance: To create this opportunity for the hotel
site, alot line adjustment was obtained and recorded
aswell as creating the concept plan for an approxi-
mate 110 room hotel.

Pismo Beach Hotel Acquisition and Upgrade

This sale was a bank owned property.

Significance: Stafford McCarty worked with this
Santa Barbara hotelier for over ayear of diligent
follow up with the lender as the hotelier (Buyer)
wanted to purchase this boutique hotel for its private
water access. When the property quietly became
available the Buyer stepped in. The property was
subsequently remodel ed.

Buellton Hotel Development

Stafford McCarty represented the Bank of Montecito
(lender owned property) and worked with the City
and the Buyer to obtain entitlements for this 3.35
acre sale to a San Luis Obispo hotelier.

Significance: A good portion of the land areawasin
the flood plain. Stafford McCarty recommended
engineering studies to determine buildable portions
and multiple flood zones to establish pricing before it
went to market.

641 Higuera St. Suite 201, San Luis Obispo, CA 93401 ® Voice 805-543-1801®Fax 805-543-1857 ¢DRE# 01240829
www.StaffordMcCarty.com
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Stafford McCarty Commercial Real Estate
Supplemental Selected Case Studies — City of Morro Bay

San Luis Obispo Mixed Use Development

Sale of existing, aged asset positioned for future
demolition and redevel opment into a mixed use
commercial property.

Significance: Stafford McCarty worked with the
Seller to determine the highest and best use and
secured multiple buyers for this downtown
property of approximately 34,000 sg. ft of land
zoned downtown commercial.

San Luis Obispo Parcel Split for Hospitality

Stafford McCarty worked strategically with the
neighboring restaurant owner to parcel off surplus
land for commercial tourist uses.

After the lot split the land was sold to a hotelier
who developed a Hampton Inn.

Significance: Stafford McCarty added value for
the ownership of the land by advising and assisting
the ownership with creating market size parcels.

641 Higuera St. Suite 201, San Luis Obispo, CA 93401 ® Voice 805-543-1801®Fax 805-543-1857 ¢DRE# 01240829
www.StaffordMcCarty.com
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AGENDA NO:  A-12

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: December 7, 2017
FROM: Eric Endersby, Harbor Director

SUBJECT: Adoption of (i) Resolution No. 67-17 Approving the New Amendment #1 to the New
Lease Agreement between the City of Morro Bay and Boatyard LLC for Lease Site
89/89W, Located at 845 Embarcadero, and Commonly Known as The Boatyard,
and Rescinding the Approval of the Previous Amendment #1 and (ii) Resolution
No. 68-17 Approving a New Master Lease Agreement between the City of Morro
Bay and Boatyard LLC for Lease Site 90/90W, Located at 885 Embarcadero, and
Commonly Known as Otter Rock Cafe

RECOMMENDATION

Staff recommend the City Council adopt Resolution No. 67-17, approving the new Amendment#1, and
rescinding the Amendment #1 previously approved by the City Council on August 22, 2017, to the new
Lease Agreement for Lease Site 89/89W, as proposed.

Staff further recommend the City Council adopt Resolution No. 68-17, approving a new Master Lease
Agreement for Lease Site 90/90W, as-proposed.

ALTERNATIVES
Council may elect not to approve Resolution Nos. 67-17 and 68-17 for the lease agreements as-
proposed, and direct staff accordingly.

FISCAL IMPACT

Pursuant to Amendment #1 of the Boatyard lease agreement, in today’s dollars and current revenue
and appraised site values, the Harbor Fund will see an approximate $478,000 decrease in total rent
paid on this site over ten years, whereinafter the rent will revert to rent levels as stipulated in the lease.
That is in recognition of the tenant expending at least $1.4M for site rehabilitation and the parties
agreeing to release each other from any and all potential liability that could have likely resulted from the
seawall failure.

Pursuant to the Otter Rock lease agreement, the Harbor Fund will see an approximate $467,000
decrease in total rent paid on this site over ten years, whereinafter the rent will revert to rent levels as
stipulated in the lease. That s in partial recognition of the tenant expending approximately $435,000 on
significant site deficiencies and renovation of the site to more modern code standards and greater
marketability, which should bring increased percent gross revenues in the long run. This reduction also
reflects release from any and all potential liability on the adjoining Boatyard seawall and revetment
repairs contemplated under that lease agreement.

It should be noted the time cost of money, increasing gross revenues and higher site appraisals are not
factored into the above calculations; and, therefore, the actual impacts to the Harbor Fund will likely be
less over time.

01181.0001/431269.1
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BACKGROUND

In 2015, a large portion of the seawall at the Boatyard site suffered a major failure, the cause of and
legal responsibility for which is of significant dispute. To prevent the wall from completely failing, the
Tenant obtained emergency repair permits and Associated Pacific Constructors effected a temporary
repair.

After nearly two years of discussions with the Boatyard tenant, staff negotiated a cooperative and
beneficial “package” to deal with the seawall failure and provide a global resolution of all legal claims
resultant of that failure and other disputed lease management issues, with the end result being on
October 11, 2016 the City Council approved a new Master Lease Agreement (MLA). The Council was
kept aware of and provided input for those negotiations during several closed sessions.

Because of several possible remaining financial unknowns with the estimated $1.4M seawall and
revetment repair that could reveal themselves as time and work on the project progressed, the new
MLA included a proviso wherein the Tenant could “reopen” negotiations if a $60,000 estimated project
spending cap above $1.4M was reached. That cap was met in the spring of this year, whereas Tenant
and staff have reopened negotiations.

In addition, the Boatyard tenant has received Planning Commission approval for the seawall and
revetment repair project, which also includes a substantial rehabilitation and rebuild of the slips and
docks at the site.

At the Otter Rock site, the Boatyard tenant is in a purchase escrow of the Otter Rock lease to settle a
legal dispute with that leaseholder. Because of the integrated nature of the seawall and revetment
improvements to be completed on the Boatyard site and pursuant to the new MLA for the Boatyard, and
some of the improvements on the Otter Rock site encroach into the Boatyard site, it warrants combining
of those projects.

In addition, because significant structural, maintenance and repair deficiencies on the Otter Rock site
improvements have been identified, the Boatyard tenant is proposing to mitigate those deficiencies, as
well as completing a significant remodel of the Otter Rock building to more modern code requirements
and waterfront market conditions, as a combined Boatyard/Otter Rock rehabilitation/remodel project, the
Boatyard tenant is requesting a new MLA on the Otter Rock site as part of a global rehabilitation of the
two sites and settlement of the Boatyard seawall issue.

DISCUSSION
The proposed Amendment #1 to the new MLA for the Boatyard lease site to once again settle the
dispute over the seawall failure consists of the following significant lease section element highlights:

1. Section 1.02, Lease Contingency: provided the California Coastal Commission and other
necessary governmental permitting bodies permit the seawall/revetment repair and dock project
without “material design and/or structural change” from what the Planning Commission
approved, no further lease considerations or concessions will be made and the Tenant will be
obligated to complete the project.

2. Section 1.03, Effective Date and Term: The effective date of the new MLA will be when it is
signed by both parties. The 47-year term will commence 180 days after the first calendar month
when all required permits per Subdivision 13.03 A. of the lease are obtained, which permit
acquisition has timeline performance standards. The current (old) Boatyard lease has ~24
years left on its term. In addition, tenant has the right, with 12-month’s written notice, to

unilaterally terminate the lease beginning on the 30" year of the lease.
01181.0001/431269.1
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Section 2.01, Annual Minimum Rent: the minimum annual guaranteed starting rent will be
$45,000 per year, with normal five-year reappraisal and annual CPI adjustments. The current
new MLA annual rent is $58,000/year.

In addition, beginning with the commencement date, as described in Paragraph 2., above, no
rent will be due for a 180-day period to accommodate the impacts of construction anticipated
during that period.

Section 2.02, CPI Adjustment to Annual Minimum Rent: annual CPI cap (increase or decrease)
of 1%, unless the CPI increases or decreases more than 6%, then the CPI adjustment will be
1%, plus half increase or decrease over 6%. The current new MLA has a 2.5% cap, plus the
over 6% provision.

Subdivision 2.03 D, Calculation of New Minimum Rent: new annual minimum rent at the five-
year reappraisal and minimum rent-setting marks will be based on the greater of 4% of the
appraised value of the leased property, or 65% of the average of the total yearly rent payable
during the previous five-year period. The current new MLA has a 6% of appraised value
provision, with the 65%/five-year average unchanged.

Section 2.07, Semi-Annual Rent Credit: new section adding a semi-annual rent credit of
$19,800 ($39,600 per year) to be applied to the first ten years of the new MLA term.

Section 3.01, Permitted Uses: provides clarifications on the allowed uses of the site, with said
uses subject to alignment with current Conditional Use Permit and/or Coastal Development
Permit allowances on the site. On commencement, said uses include retail sales and service,
coffee shop, wine tasting room, beer and wine sales, boat excursion ticket sales, passenger for
hire operations, boat rental and berthing, kayak rentals and launches, and public and private
restrooms.

New allowed uses, with the requirement an appropriate Minor Use Permit be obtained, are
office space to serve the Otter Rock lease site, and one liveaboard (provided the liveaboard
ordinance is complied with).

Subdivision 13.03 A, Schedule for the Rehabilitation Project; clarification of tenant’s obligations
to complete the revetment/seawall and dock project with regard to performance and timelines.

A copy of Amendment #1 to the new MLA is included with this staff report as Attachment #1.

The proposed new MLA for the Otter Rock lease site consists of the following significant lease section
element highlights:

1.

Section 1.03, Termination of Steinmann Lease: as a condition of closing the escrow for the sale
of the Otter Rock site, a termination document for the current Otter Rock MLA shall be executed
between all parties concurrent with the effective date of the new Otter Rock MLA. Until said
escrow closes, the current Otter Rock tenant (Steinmann) shall be fully responsible for the site
under the terms of the existing MLA.

Section 1.04, Lease Contingency: tenant can terminate the new Otter Rock MLA in the event: (i)
it exercises its termination rights under the contingency provided in Section 1.02 of the new
Boatyard MLA Amendment #1, (ii) tenant is unable to obtain before October 31, 2018, the
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necessary governmental permitting necessary for the rehabilitation of the Otter Rock as
described in Section 13.01 of the MLA without “material design and/or structural change” to the
project, (iii) the permits, construction and repair proposed in the Otter Rock rehabilitation project
cannot be conducted concurrently with the revetment/seawall repair in the Boatyard lease site
rehabilitation project or (iv) escrow on the sale of the Otter Rock site fails to close.

3. Section 1.05, Effective Date and Term: The effective date of the new MLA will be when it is
signed by both parties. The 47-year term to commence 180 days after the first calendar month
when all required permits per Subdivision 13.03 A. of the Boatyard lease are obtained and all
required permits per Subdivision 13.02 F. of the Otter Rock lease are obtained, which permit
acquisition has timeline performance standards. The current Otter Rock lease has ~23 years
left on its term. In addition, tenant has the right, with 12-month’s written notice, to unilaterally
terminate the lease beginning on the 30t year of the lease.

4. Section 2.01, Annual Minimum Rent: the minimum annual guaranteed starting rent will be
$35,000 per year, with normal five-year reappraisal and annual CPI adjustments. The current
MLA annual rent is ~$39,000/year.

In addition, beginning with the commencement date, as described in Paragraph 3., above, no
rent will be due for a 180-day period to accommodate the impacts of construction anticipated
during that period.

5. Section 2.01, CPI Adjustment to Annual Minimum Rent: annual CPI cap (increase or decrease)
of 1%, unless the CPI increases or decreases more than 6%, then the CPI adjustment will be
1% plus half increase or decrease over 6%. The current MLA has no CPI caps.

6. Section 2.03, Calculation of New Minimum Rent: new annual minimum rent at the five-year
reappraisal and minimum rent-setting marks will be based on the greater of 4% of the appraised
value of the leased property, or 65% of the average of the total yearly rent payable during the
previous five-year period. The current MLA has an 8% of appraised value and 75% of the five-
year average provisions.

7. Section 2.04, Percentage Rent: percentage rent shall be 3% for all uses for the first 20 years of
the MLA, and 5% thereafter. The current MLA has a 5% requirement on all uses.

8. Section 2.07, Semi-Annual Credit: new section adding a semi-annual rent credit of $12,500
($25,000 per year) to be applied to the first ten years of the new MLA term.

9. Section 3.01, Permitted Uses: provides clarifications on the allowed uses of the site, with said
uses subject to alignment with current Conditional Use Permit and/or Coastal Development
Permit allowances on the site. On commencement, said uses include restaurant dining room,
take-out service, bar service of food and beverages, including alcoholic beverages, gift and retail
sales and rental of dock space.

New allowed uses, with the requirement an appropriate Minor Use Permit be obtained, are wine
tasting, outside barbecue, live and recorded entertainment and music, wholesale and retail
seafood processing and sales, use of dock space for loading or unloading seafood or
mariculture products, boat excursion ticket sales, tour boats up to 38 seats and boat rental and
berthing.
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10. Section 13.02, Schedule for the Rehabilitation Project: clarification of tenant’s obligations to
complete the rehabilitation and remodel project with regard to performance and timelines.

11. Section 13.03, Site Integrations: allows a subtenant on the Boatyard site to rent dock space on
the Otter Rock site for commercial passenger for hire operations.

Also allows for a subtenancy on the Boatyard site for the office needs of the tenant on the Otter
Rock site.

12. Section 13.04, Sale of Premises: subject to the normal assignment and assumption
requirements in the lease, tenant shall have the option to assign, sell, or otherwise transfer
tenant’s entire interest in the Otter Rock lease site 90/90W (land and water portions) to the
same person/entity that owns the Boatyard lease site 89/89W, or, alternatively, to sell lease site
90 (land) and lease site 90W (water) separately, so long as lease site 90W remains under the
same ownership as the ownership of either Lease Site 89/89W or with Lease Site 90.

A copy of the new MLA for the Otter Rock site is included with this staff report as Attachment #2.

CONCLUSION

Approval of Amendment #1 to the Boatyard site MLA and new MLA on the Otter Rock site will ensure a
global resolution and settlement of numerous issues and potential litigation resulting from the failure of
a significant portion of a seawall and other matters related to the adjoining sites, including integration of
the two individual site rehabilitation projects into one cohesive project. When completed, the adjoining
sites will be significantly improved, and in the long run should generate significantly more revenues than
are currently produced.

As such, staff recommend the City Council approve Resolution No. 67-17, included with this staff report
as Attachment #3, and approve Resolution No. 68-17, included with this staff report as Attachment #4.

ATTACHMENTS

1. Amendment #1 to the new Master Lease Agreement for Boatyard lease site 89/89W.
2. New Master Lease Agreement for Otter Rock lease site 90/90W.

3. Resolution 67-17.

4. Resolution 68-17.
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5. Section 1.02 of the Master Lease is hereby amended in its entirety to read as follows:
Section 1.02 Lease Contingency.

TENANT shall have the right to give CITY written notice of termination of this Lease, if, (i)
all Permits (as defined in Subdivision 13.03 A.) cannot be obtained without any
material design and/or structural change required to the Rehabilitation Project on or
before October 31, 2018; and/or (i) the seawall/revetment on Lease Site 89/89W has
collapsed prior to TENANT’S contractor’s commencement of the Rehabilitation Project for
the repair of the seawall/revetment to the extent a material design and/or structural change
is then required to repair the seawall/revetment; and/or (iii) TENANT does not close the
escrow for the purchase of the Otter Rock Cafe with the current subtenant on Lease Site
90/90W. Upon the occurrence of any of those contingencies, TENANT may deliver
written notice to CITY of termination of this Lease, and neither Party shall have any further
obligation to the other Party and this Lease shall be null and void, and the Current
Lease Agreement shall continue in full force and effect. The parties agree, prior to the
effective date of this Amendment a timely application has been filed with City and with
the California Coastal Commission.

The parties acknowledge and agree nothing in this section shall obligate TENANT to file
any appeal or resubmit any application to any applicable governmental agency after such
governmental agency makes a finding, provides a notice, or issues a Permit with some
item that would require any material design or structural change to the Rehabilitation
Project.

Notwithstanding anything contained in the Lease, including this section above, prior to the
commencement of the Rehabilitation Project, TENANT shall cause TENANT'S contractors
to make a one-time maintenance on the temporary repairs TENANT and TENANT'S
contractors deem necessary to the previously installed temporary seawall repairs
performed by Associated Pacific Contractors. CITY acknowledges and agrees all
maintenance to the temporary repairs of the seawall on the Premises shall not: (i)
constitute commencement of the Rehabilitation Project; (ii) create any legal obligation of
TENANT to construct the Rehabilitation Project, except as expressly set forth in the Lease;
(iii) constitute any guarantee or representation by TENANT and/or TENANT'S contractors,
whatsoever, including, but not limited to, for how long the maintenance and/or the
temporary repairs will be adequate and sufficient; (iv) obligate TENANT or TENANT'S
contractors to perform any additional maintenance, repairs, or other work; or (v) void or
limit, in any manner, TENANT'S right to exercise TENANT'S contingencies to terminate
the Lease set forth in this section above.

6. Section 1.03 of the Master Lease is hereby amended in its entirety to read as follows:

Section 1.03 Effective Date and Term.

The effective date of this Lease Agreement shall be the date it has been signed on behalf of
CITY, as long as it has also been signed on behalf of TENANT. The term of this Lease
shall be a period of 47 years (the “Term”), commencing on the first day of the complete
calendar month one hundred eighty (180) days following TENANT'S receipt of all of the
“Permits,” as defined in Section 13.03 A. (the “Commencement Date”). Notwithstanding the
foregoing, TENANT shall have the right to terminate this Lease beginning on the thirtieth
(30") year of the Lease by- delivering written notice of termination to CITY at least 12
01181.0024/415133.14 Page 20of 6
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AGENDA ITEM: A-12
ATTACHMENT: 2
MEETING DATE: December 12, 2017

LEASE

This LEASE is made and entered into by and between the CITY OF MORRO BAY, a
municipal corporation of the State of California herein called CITY and BOATYARD, LLC, a
California limited liability company herein called TENANT.) (CITY and TENANT are

sometimes referred to herein separately as Party and collectively as Parties.)

WHEREAS, CITY currently leases to Josef Steinmann (Steinmann) a site (“Premises”) in the
City of Morro Bay, County of San Luis Obispo, State of California, described as Lease Site
90/90W and delineated on Parcel Map of CITY of Morro Bay No. 68-30, which map was
recorded on October 10, 1968, in Book 3, Page 10 of Parcel Maps in the Office of the
County Recorder, San Luis Obispo County, California (Map). A copy of the Map is attached
hereto as Exhibit A and made a part hereof by reference. The lease between CITY and

Steinmann is hereinafter referred to as the “Steinmann Lease”;

WHEREAS, at TENANT’S request, Steinmann, as the current master tenant of the
Premises, authorized CITY and TENANT to negotiate a new lease for the Premises pursuant to
which TENANT would be the master lessee and CITY the master lessor and the Steinmann

Lease would be terminated;

WHEREAS, TENANT desires to lease from CITY and CITY desires to lease to TENANT the
Premises and CITY and TENANT have mutually agreed to enter into this lease
agreement (“this Lease” or “this Lease Agreement);

WHEREAS, TENANT currently leases from CITY Lease Site 89/89W, which abuts the
Premises, pursuant to that certain Assignment and Assumption of Lease Agreement dated
January 11, 2006;

WHEREAS, on or about October 11, 2016, CITY and TENANT have entered into that
certain new Master Lease Agreement for Lease Site 89/89W, as amended (“New MLA for
Lease Site 89/89W?) for a term of 45 years that, pursuant to Section 1.03 of the New MLA for
Lease Site 89/89W, commences on the first day of the complete calendar year following
TENANT’S receipt of all the permits, as defined in Section 13.03 of the New MLA for Lease
Site 89/89W,

01181.0024/413989.13 v
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WHEREAS, as part of TENANT’S due diligence investigation of the Premises, Pasquini
Engineering, Inc. conducted an inspection of the deck and other improvements on the Premises
and prepared a report dated July 3, 2017, which calls into question the integrity of certain

existing improvements on the Premises;

WHEREAS, TENANT proposed more than Three Hundred Seventy-five Thousand Dollars
($375,000.00) shall be spent on the hard and soft costs on the docks and other improvements on the
Premises, as set forth and depicted in the “Site Plan,” attached hereto and made a part hereof as Exhibit B
(collectively, the “Rehabilitation Project”), in exchange for this Lease Agreement in order to assist with the
financing of the Rehabilitation Project.

NOW, THEREFORE, pursuant to all of the conditions set forth in this Lease, and in
consideration of the covenants to be performed by the Parties and the rental to be paid by
TENANT to CITY, CITY leases to TENANT, and TENANT leases from CITY, the Premises.

Article 1 FIXED TERM

Section 1.01  Incorporation of Above Recitals.

The above “Whereas” clauses are true and correct and are incorporated herein as part of
this Lease by this reference. Notwithstanding any other provision of this Lease, if this Lease is
terminated pursuant to Section 1.04, below, then nothing in this Lease shall be considered an
admission or used by either Party or any party in any litigation that may arise related in any way
to the Lease Site 89/89W premises, the seawall/revetment failure on Lease Site 89/89W or the

Premises.

Section 1.02 General Reasons for Certain Provisions of this Lease Agreement.

The parties understand and agree some of the provisions of this Lease Agreement vary
from CITY’S typical master lease agreements for the Tidelands properties held in trust and
controlled by CITY. CITY is willing to agree to those varied provisions because of the (i)
integrated nature of the seawall and revetment improvements to be completed on the Premises
and pursuant to the New MLA for Lease Site 89/89W, (ii) some of the improvements on the
Premises encroach into Lease Site 89/89W, (iii) a subtenant of Lease Site 89/89W needs access
to the dock on the Premises where that subtenant docks its commercial boat for the business it
conducts on Lease Site 89/89W and (iv) the business office of a subtenant of the Premises is
located on Lease Site 89/89W pursuant to a sublease with TENANT and it is likely office space

for a subtenant on the Premises will continue to be located on Lease Site 89/89W.

\V
T
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Section 1.03 Termination of Steinmann Lease.

As a material condition of this Lease and concurrently with the effective date of this
Lease Agreement, as described in Section 1.05, below, CITY and the tenant of the Steinmann
Lease and each of that tenant’s subtenants/renters shall execute a document, substantially similar to Exhibit
E, terminating the Steinmann Lease and any sublease/rental agreement related to the Steinmann Lease (the
“Termination Document”). Because TENANT is not following CITY’S typical process of having the
Steinmann Lease, which is still effective, assigned to it and assuming the obligations of the Steinmann
Lease to become a City tenant of Lease Site 90/90W, a material condition to the close of escrow for the
transaction between TENANT and the tenant of the Steinmann Lease related to TENANT’S
purchase of the that tenant’s business interests related to Lease Site 90/90W is for the fully executed

Termination Document to be deposited, into that escrow before its closure.

Section 1.04 Lease Contingency.

TENANT shall have the right to give CITY written notice of termination of this Lease
and this Lease shall be void and of no force or effect if, (i) TENANT exercises the contingency
in Section 1.02 of the New MLA for Lease Site 89/89W, as amended; or (ii) TENANT is not
able to obtain all Permits (as defined in Section 13.02 F., below) without any material design
and/or structural change for the Rehabilitation Project on or before October 31, 2018; or (iii) the
Permits and the construction of the repairs and improvements for the Rehabilitation Project
cannot be obtained and completed concurrently with the portion of the Rehabilitation Project for
Lease Site 89/89W related to the repair of the seawall/revetment for Lease Site 89/89W without
any material design and/or structural change for the Rehabilitation Project or (iv) TENANT does
not close the escrow for the purchase of the Otter Rock Cafe with the current subtenant on Lease
Site 90/90W. The parties acknowledge time is of the essence in obtaining all Permits for the
Premises because TENANT has already submitted a “complete application” to the California

Coastal Commission for the Rehabilitation Project on Lease Site 89/89W.

Section 1.05 Effective Date and Term.

The effective date of this Lease Agreement shall be the date it has been signed on behalf
of CITY, as long as it has also been signed on behalf of TENANT. The term of this Lease shall
be a period of forty-seven (47) years (the “Term”), commencing on the first day of the complete
calendar month one hundred eight (180) days following TENANT’S receipt of all of the
“Permits,” as defined in Section 13.03 A. of the New MLA for Lease Site 89/89W and for all
“Permits,” as defined in Section 13.02 F. of this Lease (the "Commencement Date").
Notwithstanding the foregoing, TENANT shall have the right to terminate this Lease beginning
on the thirtieth (30“‘) year of the Lease by delivering written notice of termination to CITY at

¥
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least 12 months prior to the termination date in TENANT’S written notice. Unless sooner
terminated as herein provided, the Term shall terminate without notice on the forty-seventh
(47th) annual anniversary after the Commencement Date. Within 5 days after the
Commencement Date, the parties agree to sign a Commencement/Termination Date Memo,
substantially similar to Exhibit C, attached hereto.

Section 1.06 No Extensions.

The Term shall not be extended nor shall this Lease be renewed without a mutually

agreeable amendment signed by the Parties.

Section 1.07 Hold Over.

If TENANT holds the demised Premises after the expiration of the Term with the consent
of CITY, express or implied, then such holding over (in the absence of a written agreement
between CITY and TENANT with respect thereto) shall be deemed to create a tenancy from
month-to-month, terminable on thirty-days’ written notice from either party to the other, at a
monthly rental equal to one hundred fifty percent (150%) of the average total Rent per month for
the twelve (12) months immediately preceding the expiration of the Lease, and otherwise subject

to each and every term, covenant and condition of this Lease.

Article 2 RENT

Section 2.01 Annual Minimum Rent.

TENANT agrees to pay to CITY a minimum guaranteed annual rental for the use and
occupancy of the Premises, in an initial amount of $35,000.00 per year (the "Minimum Rent"),
payable in advance in equal semiannual installments on January 1 and July 1 each year during
the term of the Lease. If the Commencement Date is other than January 1 or July 1, then
TENANT shall pay, on the Commencement Date, then the proportionate amount of the
Minimum Rent payable for the period from the Commencement Date until the next payment date
of January 1 or July 1, as the case may be. If the term of the Lease expires on a date other than
December 31 or June 30, then TENANT'S final installment of Minimum Rent shall be
proportionate to the time remaining in the term. All Rent, including the Minimum Rent and the
Percentage Rent, shall be paid in lawful money of the United States of America, without offset or
deduction and shall be paid to CITY at City Hall located at 595 Harbor Street, Morro Bay,
California, or at such other place or places CITY may from time to time designate by
written notice delivered to TENANT.

e
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Notwithstanding the foregoing and in consideration of the reasons set forth in Section 1.02,
above, CITY agrees TENANT shall not be required to pay any Minimum Rent or Percentage
Rent (defined below) for the 180-day period commencing on the Commencement Date.

Section 2.02 CPI Adjustment to Annual Minimum Rent.

The Parties agree, as of every July 1 following the Commencement Date (each, a "CPI
Adjustment Date"), except as outlined in Section 2.03 hereof, the annual Minimum Rent shall be
adjusted in direct proportion to any upward or downward movement in the then current
Consumer Price Index from the Consumer Price Index applicable on the Commencement Date
(Base Index), but, in consideration of the reasons set forth in Section 1.02, above, that increase or

decrease shall not exceed 1.0% in any one year; provided, that the parties agree, if:

(D the CPI increases or decreases over 6%, then the maximum CPI increase or
decrease shall be 1.0%, plus half of the increase or decrease over 6%. As an illustration only, if
the CPI increase is 8%, then the new CPI rent calculation would be one half of the difference
between 6% and 8%, or 1%, added to the maximum 1.0% for a new 2.0% CPIL. The percentage
adjustment for any given year shall be based on the monthly average Index for the calendar year
immediately preceding the CPI Adjustment Date as compared with the Base Index. The
Consumer Price Index referred to herein is the Consumer Price Index (all items indexes, all
urban consumers) for Los Angeles - Anaheim - Riverside, California, compiled and published by
the United States Department of Labor, Bureau of Labor Statistics, 1982-84 Base Year = 100
(the "Index"); and

(2)  the United States Department of Labor, Bureau of Labor Statistics, shall cease to
compile and make public the Index as now constituted and issued, but shall substitute another
index in its place, then said substituted index shall be used for the purpose of adjusting the
Minimum Rent for the Premises. If the Index is changed so that the base year differs from that in
effect on the Lease Commencement Date, then the Index shall be converted in accordance with

the conversion factor published by the United States Department of Labor, Bureau of Labor

Statistics.

Section 2.03  Calculation of New Minimum Rent.

At the end of the initial five years and of each five-year (5-year) period thereafter, a new
Minimum Rent shall be calculated for the following five-year (5-year) period (each, a

"Subsequent Rental Period") as follows:

A. The Minimum Rent shall be subject to adjustment by appraisal as of the fifth

anniversary of the Commencement Date and every five years thereafter (each, an "Appraisal
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Adjustment Date"). CITY, at its own cost and expense, shall retain an independent qualified
appraiser for determination of the fair market value of the Premises, as vacant and available for
development to its highest and best use. Not more than nine months prior to each Appraisal
Adjustment Date, CITY shall provide written notice to TENANT of the pending appraisal and
the appraiser selected by CITY to determine the fair market value of the Premises, excluding
fixtures and improvements unless such are expressly included in the description of the leasehold
hereinabove. If TENANT does not reject CITY'S appraiser in writing and within thirty (30) days
after CITY'S notice of its determination, then the Minimum Rent for the Subsequent Rental
Period shall be in the amount determined by CITY as outlined in this Section 2.03. If TENANT
rejects CITY'S appraiser within thirty (30) days following CITY'S notice to TENANT, then
within fifteen days after such thirty-day (30-day) period, each party, at its own cost, shall select
an independent professionally designated appraiser who is a member of the American Institute of
Real Estate Appraisers, or the Society of Real Estate Appraisers with a designation of MAI
(Member of American Institute), SRPA (Senior Real Estate Analysis), to appraise the fair market
value of the Premises. CITY may rely on its original appraisal, or select a new appraiser, at its
cost. If a Party does not appoint an appraiser within fifteen days after the other Party has given
notice of the name of its appraiser, then the single appraiser appointed shall be the sole appraiser.
Each appraiser shall conduct an independent appraisal within thirty days after appointment. If
the Parties are unable to agree on the Minimum Rent for the Subsequent Rental Period within
thirty (30) days after receiving the appraisal(s), then each Party shall select one member of a
three-member committee. The two so selected members shall select the third member, and that
committee shall by majority vote select one or the other of the appraisals. The Minimum Rent
determined on the basis of the selected appraisal shall be final and binding and all costs
associated with the three-member committee shall be paid equally by CITY and TENANT.

B. In the event the appraisal process is not concluded on or before the Appraisal
Adjustment Date, the Minimum Rent shall be adjusted retroactively to such Appraisal
Adjustment Date as set out herein below when said appraisal process is completed.

C. The total Rent payable, including both the Minimum Rent and the Percentage
Rent for each year within the applicable previous five-year (5-year) period, shall be averaged to
produce the average annual total Rent payable for such previous period.

D. In consideration of the reasons set forth in Section 1.02, above, the new Minimum
Rent for the five-year period commencing on each Appraisal Adjustment Date shall be the
greater amount of sixty-five percent (65%) of the average of the total yearly Rent payable during
the previous five-year (5-year) period (as set out in paragraph C. above) or four percent (4.0%)
of the fair market value of the Premises (as established in paragraph A. above) for the twenty
(20) years following the Commencement Date and then that will increase to the greater amount
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of sixty-five percent (65%) of the average of the total yearly Rent payable during the previous
five-year (5-year) period (as set out in Paragraph C. above), or six percent (6%) of the fair
market value of the Premises (as established in Paragraph A. above) for the remainder of the
Term. The new Minimum Rent shall be divided by two to determine the semiannual payments
and shall be paid by TENANT to CITY on the first of each January and July thereafter. That
new Minimum Rent shall be adjusted each following year in proportion to any increase in the
Consumer Price Index as set out in Section 2.02 of this Lease. The base index shall be adjusted
upon each Calculation of new Minimum Rent as set out in this section so that the Base index for
CPI adjustment shall be the Consumer Price Index for January 1 of the year of the calculation of

new Minimum Rent.

Section 2.04 Percentage Rent.

A. In addition to the Minimum Rent, in consideration of the reasons set forth in
Section 1.02, above, commencing on the Commencement Date and continuing until the twentieth
(20th) annual anniversary of the Commence Date TENANT agrees to pay to CITY at the time
and in the manner hereinafter specified, as additional Rent for the use and occupancy of the
Premises, a sum equal to three percent (3%) of TENANT'S Gross Sales, hereinafter defined, less
the amount of the Minimum Rent payable pursuant to this Lease (the "Percentage Rent").
Thereafter, for the remainder of the Term, the Percentage Rent applicable and due will be five
percent (5%) of TENANT’S Gross Sales less the amount of Minimum Rent payable for the fiscal

year pursuant to this lease.

For an illustration only, if we assume the Minimum Rent payable by TENANT is $47,000 and
TENANT’S total yearly Gross Sales are $1,900,000, then the Percentage Rent payable by
TENANT to CITY would be $10,000 calculated as follows: $57,000 (3% of $1,900,000) less
$47,000 (Minimum Rent already payable by TENANT).

B. The term "Gross Sales," as used herein, shall mean (subject to the exceptions and
authorized deductions as hereinafter set forth), the total selling price and the total gross amount
received by TENANT from all rentals, merchandise sold and services rendered in, on or from the
Premises by TENANT, its sublessees, licensees, or concessionaires, both for cash and on credit
including, but not limited to, rentals of dockage space, leasing and servicing operations and
ticket sales, and if on credit whether or not payment be actually made therefore, all charges for
services, alterations or repairs made in or upon the Premises; the gross amount received by
TENANT for merchandise sold, full-filled and paid for from business entirely

conducted/transacted at Premises, either in person or through the internet or other media; and the

y WO e
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gross amount received by TENANT from any and all other sources of income derived from the
business conducted upon the Premises.

C. Notwithstanding the other provisions of Section 2.04, the term "Gross Sales" shall
not include the following items, and such items may be deducted from Gross Sales to the extent
they have been included therein or have been included in a prior computation of Gross Sales or
for which a Percentage Rent has been paid under this Lease to CITY:

(D Credits and refunds made to customers for merchandise returned or exchanged,

(2)  Any sales or excise taxes otherwise includable in Gross Sales as defined in this
Section because such taxes are part of the total selling price of merchandise or services rendered
in, from, or on the Premises, where TENANT must account for and remit the taxes to the
government entity or entities by which they are imposed; and

(3)  With respect to credit card sales, fees retained or withheld by the issuer and/or
merchant bank pursuant to TENANT'S credit card acceptance agreement, and

(4)  Rental payments to TENANT from sublessees whose total gross sales are
included in gross sales computations.

D. TENANT shall keep or cause to be kept full, complete, and accurate records, and
books of account in accordance with accepted accounting and commercial practices showing the
total amount of Gross Sales, as defined herein, made each calendar month in, on or from the
Premises. Furthermore, TENANT shall at the time of sale and in the presence of the customer
cause the full selling price of each piece of merchandise, each rental received and each service
rendered in, on or from the Premises to be recorded in a cash register or cash registers that have
cumulative totals and are recorded in accordance with standard commercial practices. The
records, books of account and cash register tapes, including any sales tax reports TENANT may
be required to furnish any government or governmental agency shall at all reasonable times be
open to the inspection of CITY, CITY'S auditor, or other authorized representative or agent of
CITY. TENANT consents to the release of sales tax information to CITY and on demand will
furnish to CITY a copy of the sales tax reports, quarterly reports and any audit reports of sales
for confidential internal use of CITY in determining Gross Sales for TENANT in, on or from the
Premises.

E. By July 31 of each year, TENANT shall furnish CITY with a statement, to be
certified by TENANT, as current, true and accurate, which shall set forth the Gross Sales of each
department, sublessee, licensee and concession operating in, on or from the Premises for the
previous twelve (12) calendar months, ending June 30, just concluded, and the authorized
deductions, if any, therefrom (“Statement” or “Statements”); and with it TENANT shall pay to
CITY the amount of the Percentage Rent which is due to CITY as shown thereby.
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F. Except as provided in this subsection F., CITY shall be entitled at any time within
five years after the receipt of any such Percentage Rent payment, to question the sufficiency of
the amount thereof and the accuracy of any Statement or Statements furnished by TENANT to
justify the same. For the purpose of enabling CITY to check the accuracy of any Statement or
Statements, TENANT shall for said period of five years after submission to CITY of any
Statement or Statements keep all of TENANT'S records commercially necessary to establish in
detail TENANT'S Gross Sales and any authorized deductions therefrom, as shown by any
Statement or Statements, and shall upon request make the same available to CITY for

examination for periodic auditing purposes.

Except as provided in this subsection F, although it is the policy of CITY to audit Tidelands
Trust tenants once every approximate five years, CITY may, once in any twelve-month period,
cause an audit of the business of TENANT to be made by a public accountant of CITY'S own

selection.

Notwithstanding the foregoing provisions of this Section 2.04 and in consideration of the reasons
set forth in Section 1.02, above, CITY agrees not to conduct any audit of TENANT for any
reason for a period of five years after the Commencement Date, unless CITY’S City Manager
has substantial evidence to believe TENANT’S annual Gross Sales reporting during that period
is not accurate. TENANT shall, upon receiving written notice of CITY'S desire for such an audit
deliver and make available any and all sales tax reports TENANT and each subtenant has filed
with the California Franchise Tax Board for the period being audited. If any or all of the sales
tax reporting are not timely provided or are not reasonably adequate for auditing purposes, then
TENANT shall deliver and make available all commercially necessary records to the public or
certified public accountant selected by CITY. In addition, for any and all business transactions
made by or on behalf of TENANT or any subtenant at the Premises not subject to sales taxes, all
commercially necessary records shall be made available for auditing purposes.

In the event any audit or other review of records discloses that the amounts reported as Gross
Sales was understated by TENANT by ten percent or more, CITY shall be entitled to recover
from TENANT a penalty equal to one and one-half (1.5) times the Percentage Rent due pursuant
to this Lease on such unreported amounts. Whenever any audit discloses Gross Sales were
understated by any amount, TENANT shall immediately pay the additional Percentage Rent
therein shown to be payable by TENANT to CITY, together with interest at the Default Rate
thereon, from the date the Percentage Rent was payable until the date paid.
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Section 2.05 Reimbursements.

If TENANT fails to perform any term or covenant of this Lease, then CITY may, but is
not obligated to, perform such term or covenant, and TENANT shall reimburse CITY therefore
as additional Rent hereunder. As ah illustration and not as a limitation, if TENANT fails to
procure the insurance required by this Lease, then CITY may, but is not obligated to, obtain such
insurance, with the cost of the premiums being due to CITY upon demand as additional Rent.

Section 2.06 Penalty and Interest.

(D) If any Rent is not received within ten days following the date on which the Rent
first became due, then TENANT shall pay a late penalty of ten percent of the amount of the Rent
in addition to the Rent.

(2)  In addition to the penalty, TENANT shall pay interest at the rate of one percent
per month or fraction thereof or the maximum amount permitted by law as of the date this Lease
is signed, whichever is greater (the "Default Rate"), on the amount of the Rent, exclusive of the
penalty, from the date on which Rent first became delinquent until paid. The term "Rent"
includes any sums advanced by CITY and any unpaid amounts due from TENANT to CITY.

Section 2.07 Semi-Annual Credit.

In partial consideration of completion of the Rehabilitation Project, CITY agrees to credit
against each semi-annual payment due by TENANT to CITY pursuant to this Lease Twelve
Thousand Five Hundred Dollars ($12,500.00) for twenty consecutive semi-annual payments due
to CITY, commencing with the first full semi-annual payment due after the Commencement
Date; provided, that if the semi-annual Minimum Rent payable is less than an applicable semi-
annual credit. that excess credit shall not be refunded or carried over as a credit for any

subsequent semi-annual payment.

Article 3 USE OF PREMISES

Section 3.01 Permitted Uses.

The Premises shall, during the Term, be used for the purpose of operating and conducting
thereon and therein the uses permitted by and in compliance with (i) Conditional Use Permit
Number CUP 1692 Precise, CUP 1693 minor mod by PC, CUP16-92 major mod, and CUP 28-
02, Coastal Development Permits (CDP) CDP 3-93-17, and CDP 3-93-017-A2 (when issued),
and (ii), if issued, any new CUP or CDP number(s) or Minor Use Permits or amendment to

any or all of those approvals, after a request from TENANT for the new CUPs, CDPs,
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Minor Use Permits or amendments, and for no other purpose (collectively, the
“Entitlements”). The Parties agree and acknowledge all the terms and conditions contained in
this Lease shall be deemed to be materially consistent with the Conditions of Approval as set
forth in the Entitlements. On the Commencement Date, the Entitlements include the following
permitted uses: restaurant dining room, take-out service, and bar service of food and beverage
including alcoholic beverages, gift and retail sales, and rental of dock space. In addition, the
following uses are allowed, pursuant to issuance of one or more Minor Use Permits, as
applicable: wine tasting, outside barbecue, live and recorded entertainment and music,
wholesale and retail seafood processing and sales, use of dock space for loading or unloading
seafood or mariculture products, boat excursion ticket sales, tour boat(s) up to 38 seats and boat
rental and berthing. Upon receipt of a complete application and payment of processing fees for
necessary Minor Use Permit(s), CITY’S Community Development Director shall, in good faith,
review the application with the goal of finding a way, within the provisions of the applicable law,
to approve the Minor Use Permit(s). The Parties also agree nothing in this Lease limits
TENANT'’S legal ability to seek a revision to any land use entitlement to add or delete any uses

to be allowed on the Premises.

Section 3.02 Unauthorized Use.

TENANT agrees to allow only those uses authorized in Section 3.01 hereinabove and any
unauthorized use thereof shall constitute a breach of this Lease and shall, at the option of CITY,

terminate this Lease.

Section 3.03 Operation of Business - Hours of Operation.

TENANT’S failure, in good faith, to actively and diligently conduct, or TENANT’S
failure, in good faith, to actively and diligently pursue TENANT’S subtenants to actively and
diligently conduct the business authorized herein, constitutes a breach of this Lease and shall, at
the option of CITY, terminate this Lease, after all applicable notice periods and cure periods
have expired pursuant to this Lease. TENANT shall during the Term conduct business of the
nature specified in Section 3.01 of this Lease on the Premises in an efficient and diligent manner
and keep the Premises open for the conduct of business continuously and without interruption for
at least six hours each day of the year except one day each week and legal holidays. This
provision shall not apply if the Premises shall be closed and the business of TENANT is
temporarily shut down for a period not to exceed fourteen calendar days in any calendar year to
make necessary repairs, maintenance or other construction deemed necessary by TENANT
and/or for any longer period as reasonably necessary to complete the Rehabilitation Project.
This provision shall not apply if the Premises shall be closed and the business of TENANT is

¢ 4 \ ,
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temporarily shut down as authorized or required by CITY’S City Manager or on account of
strikes, walkouts, or causes beyond the control of TENANT or for the death or illness of an
officer, member or employee of TENANT, any subtenant, or officer, member of employee of

any subtenant.

Section 3.04 Competition.

During the Term, TENANT shall not directly nor indirectly acquire or establish any
similar or competing business within a radius of five (5) miles from the location of the Premises;
provided, however, that TENANT may, with prior written approval from CITY, own or operate
more than one business, whether or not competing and similar along the Embarcadero upon
CITY lease sites. The purpose of this section is to prevent and prohibit TENANT from reducing
revenue to CITY by diverting business from the operation at the Premises to another similar
business owned by TENANT within CITY but not upon a CITY lease site from which CITY is

paid rent based on Gross Sales.

Section 3.05 Hazardous Materials.

(1) TENANT shall not transport, use, store, maintain, generate, dispose, release, treat
or discharge any "Hazardous Material" (as defined below) upon or about the Premises (such
activities being hereafter referred to as "Hazardous Materials Activities"), nor permit TENANT'S
employees, agents, or contractors to engage in Hazardous Materials Activities upon or about the
Premises, except as allowed by applicable law. The term "Hazardous Material" for purposes
hereof shall mean any chemical, substance, material or waste or component thereof which is now
or hereafter listed, defined or regulated as a hazardous or toxic chemical, substance, material or
waste or component thereof by any federal, state or local governing or regulatory body having
jurisdiction, or which would trigger any employee or community "right-to-know" requirements
adopted by any such body. All Hazardous Materials Activities at the Premises shall be
conducted strictly in accordance with all applicable laws and regulations. If TENANT shall
transport any hazardous waste from the Premises, such transportation shall be done only by a
contractor duly licensed to haul hazardous waste and shall use only a duly licensed disposal site
approved by TENANT'S liability insurer.

(2) TENANT shall promptly notify CITY of: (i) any enforcement, cleanup or other
regulatory action taken or threatened by any governmental or regulatory authority with respect to
the presence of any Hazardous Material on the Premises or the migration thereof from or to other
property, (ii) any demands or claims made or threatened by any party against TENANT or the
Premises relating to any loss or injury resulting from any Hazardous Material on or from the
Premises, and (iii) any matters where TENANT is required by applicable law to give a notice to
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any governmental or regulatory authority respecting any Hazardous Material on the Premises.
CITY shall have the right (but not the obligation) to inspect the Premises, to take such remedial
action on the Premises, as CITY may deem appropriate, and to join and participate, as a party, in
any legal proceedings or actions affecting the Premises initiated in connection with any

environmental, health or safety law.

3) If any Hazardous Material is released, discharged or disposed of by TENANT or
its employees, agents or contractors, on or about the Premises in violation of the foregoing
provisions, then TENANT shall immediately notify CITY. CITY may elect either to take such
remedial action as CITY deems appropriate, in which event TENANT shall reimburse CITY for
all costs thereof within ten days after demand, or direct TENANT to perform such remediation.
If CITY directs TENANT to perform the remediation, then TENANT shall immediately take
such remedial action, as CITY shall direct. TENANT shall, properly and in compliance with
applicable laws clean up and remove the Hazardous Material from the Premises and any other
affected property at TENANT'S expense. If CITY directs TENANT to perform remediation
hereunder and if TENANT fails to comply with CITY’S direction given pursuant to this
Section within five (5) days after written notice by CITY, or suchshorter time as may be
required by applicable law or in order to minimize any hazard to persons or property, then CITY
may (but shall not be obligated to) arrange for such compliance directly or as TENANT'S agent
through contractors or other parties selected by CITY at TENANT'S expense (without limiting
CITY'S other remedies under this Lease or applicable law).

(4)  Notwithstanding anything contained in this Section 3.05, TENANT and all
subtenants of the Premises shall have the right to use oil, gas, diesel, and other Hazardous
Material, but only in connection with motorized water craft at or near the docks on the Premises,

as an integral part of the approved use of the Premises.

Section 3.06 Tidelands Trust.

TENANT shall use and occupy the Premises in strict compliance with the Tidelands
Trust purposes under which the Premises or any portion thereof are held by CITY pursuant to the
grants from the State of California as set forth in this Lease.

Section 3.07 Compliance with Law.

TENANT shall, at no cost to CITY, comply with all of the requirements of all local,
municipal, county, state and federal authorities now in force, or which may hereafter be in force,
pertaining to the Premises, and shall faithfully observe in the use of the Premises all local,

municipal, county, state and federal statutes, laws, rules, regulations and orders now in force or
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which may hereafter be in force, including, but not limited to, payment of prevailing wages as
required by law (collectively, "Legal Requirements"); provided, that TENANT shall not be
required to comply with any Legal Requirement imposed by CITY that would substantially
deprive TENANT of a material benefit under this Lease, unless the Legal Requirements have
been imposed or required by a county, state or federal authority or to preserve public health and
safety and the latter are applied to similar businesses within CITY’S jurisdiction. The judgment
of any court of competent jurisdiction, or the admission of TENANT in any action or proceeding
against TENANT, whether CITY be a party thereto or not, TENANT has violated any of the
Legal Requirements in the use of the Premises shall be conclusive of that fact as between CITY
and TENANT.

Section 3.08 Waste or Nuisance.

TENANT shall not commit or permit the commission by others of any waste on the
Premises; TENANT shall not maintain, commit, or permit the maintenance or commission of
any nuisance as defined by law on the Premises; and TENANT shall not use or permit the use of

the Premises for any unlawful purpose.

Section 3.09 Use by CITY.
(1) Subject to TENANT'S rights hereunder to possession of the Premises, CITY may

grant licenses to, or otherwise authorize, other persons and entities permitting uses of the Morro
Bay Harbor, so long as no license or other interest over or to the Premises is conveyed, granted,
or otherwise transferred for any commercial purpose, except for a public right-of-way to the
docks and bay waters or that may otherwise be reasonably approved by TENANTS; provided,
that the Parties understand the following applies to this and all Tidelands Trust lands pursuant to
the Tidelands Trust Grant: There is hereby reserved, however, in the people of the State of
California the absolute right to fish in the waters of said harbor with the right of convenient

access to said waters over said lands for said purposes.

2) CITY also retains and reserves for itself, its successors and assigns, all oil, gas,
petroleum and other mineral or hydrocarbon substances in and under the lands leased hereby

together with right to prospect and extract all such substances.

Article 4 CONSTRUCTION, ALTERATION AND REPAIRS

Section 4.01 Construction Approval.

(1) TENANT shall not make or permit any other person to make any alterations or

structural additions or structural modifications to the Premises or to any structure thereon or
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facility appurtenant thereto if the cost thereof shall exceed Ten Thousand Dollars, without the
prior written consent of CITY. The consent to be obtained pursuant to this Section 4.01(1) shall
be requested from the Harbor Director, or CITY’S designee, for CITY. If the Harbor Director or
any future successor to the duties of CITY’S Harbor Director, or CITY’S designee, gives such
consent to proceed, then it is understood such consent is given by CITY only in its capacity as
the landlord under this Lease and not as the permit-issuing authority. TENANT remains
obligated to obtain any needed building permits and comply with all applicable planning
processes. Once the Permits are issued for the Rehabilitation Project, CITY will be deemed to

have provided written consent for that project.

(2) Where required by the MBMC, California Coastal Act, Corps of Engineers or any
other state or federal agency having authority over the proposed project, then all Conditional Use
Permits, Concept Plans, Precise Plans, Coastal Development Plans, and any other required plans

or permits shall be applied for and approved prior to any construction, alteration or repairs.

Section 4.02 Construction Bond.

(1) Prior to the commencement of any construction the cost of which is greater than
the amount of One Hundred Thousand Dollars, TENANT shall file with the City Clerk a final
detailed Civil Engineer's, Registered Architect's or Licensed and Bonded General Contractor's
estimate of the cost of construction and installation of improvements on the Premises. The
estimate must be submitted to CITY’S City Engineer for approval. TENANT shall file with
CITY’S City Clerk a faithful performance bond, in a form and issued by a corporate surety
company satisfactory to CITY, in an amount satisfactory to CITY, but not in excess of
one hundred percent of the final detailed cost estimate, securing the faithful performance of

TENANT or its contractor in the completion of said construction.

(2) TENANT shall also file with CITY’S City Clerk a labor and materials bond, in a
form and issued by a corporate surety company satisfactory to CITY, in an amount satisfactory
to CITY but not in excess of one hundred percent (100%) of the final detailed cost estimate,
securing the payment of all claims for the performance of labor or services on, or the furnishing

of materials for, the performance of the construction.

(3) In lieu of the above referenced bonds, TENANT must: (i) demonstrate, to
CITY’S reasonable satisfaction, TENANT’S reasonable financial liquidity of uncommitted and
totally accessible assets equal to Three Hundred Seventy-five Thousand Dollars ($375,000.00),
(ii) post cash deposits equal to 100% of the soft and hard actual construction costs, or (iii) make

other mutually agreeable arrangements to guarantee the completion of construction projects. In
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the event the contractor bonds the construction, CITY may be named as additional indemnitee to

comply with these requirements.

Section 4.03 Mechanics' Liens.

At all times during the Term, TENANT shall keep the Premises and all buildings,
installations and other improvements now or hereafter located on the Premises free and clear of
all liens and claims of liens for labor, services, materials, supplies, or equipment performed on or
furnished to the Premises. TENANT further agrees to at all times, save CITY free and harmless
and indemnify CITY against all claims for labor or materials in connection with any
improvement, repairs, or alterations on the Premises, and the cost of defending against such
claims, including reasonable attorneys' fees. If TENANT fails to pay and discharge or cause the
Premises to be released from such liens or claim of liens within ten days after the filing of such
lien or levy, TENANT shall upon written notification be required to immediately deposit with
CITY a bond conditioned for payment in full of all claims on which said lien or levy has been
filed. Such bond shall be acknowledged by TENANT as principal and by a company or
corporation, licensed by the Insurance Commissioner of the State of California to transact the
business of a fidelity and surety insurance company as surety. The beneficiary of any security
instrument which instrument is on record with CITY, shall have the right to file such a bond on
behalf of TENANT. CITY shall have right to post and keep posted on the Premises notices of
non-responsibility and any other notices that may be provided by law or which CITY may deem
proper for the protection of CITY and the Premises from such liens. TENANT shall give CITY
notice at least twenty days prior to commencement of any work on the Premises to afford CITY

the opportunity to post such notices.

Section 4.04 Ownership of Improvements.

The Parties agree CITY has the option and right to require TENANT to remove all
buildings, structures, installations, improvements of any kind or other property belonging to or
placed upon the Premises by TENANT at the termination of this Lease, however occurring,
providing CITY gives notice, in writing, no later than one hundred eighty (180) days prior to the
termination of the Lease, of its decision to require the improvements be removed. The Parties
agree if CITY exercises its option, then at the termination of this Lease, however occurring,
TENANT shall have one hundred twenty (120) days thereafter to remove all buildings,
structures, facilities, installations, improvements and other property belonging to TENANT from
the Premises, except the seawall/revetment, structural piers, pilings and posts, bulkheads,
retaining walls, underground utilities and/or sewer and water lines, docks and dock

improvements that are attached to piers, pilings, and posts, and/or the permanent foundations to
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any improvements. If CITY exercises such option and TENANT fails to remove all such
improvements and other property within sixty days after the termination of this Lease, then
CITY shall have the right to have any or all such improvements and other property removed at
the expense of TENANT. If CITY does not exercise its option to remove (or require the removal
of) the improvements and other property, then title to such improvements and other property
shall vest in CITY and TENANT shall not remove same.

Article 5 LEASEHOLD MORTGAGES

Tenant shall not mortgage, securitize or hypothecate the leasehold interest in
whole or any part without the prior written approval of CITY, as evidenced by a resolution of
CITY’S City Council. Notwithstanding the forgoing, CITY shall not unreasonably withhold,
condition, or delay consent for TENANT to secure any mortgage against the Premises for up to
seventy-five percent (75%) of the then current fair market value of the leasehold interest in the
Premises, as long as the proceeds from such mortgage are used for improvements to the Premises
or to reduce the interest applicable to then existing debt secured by the leasehold interest in the

Premises.

Article 6 REPAIRS, MAINTENANCE AND RESTORATION

Section 6.01 Maintenance by TENANT.

At all times during the Term and subject to the percentage limitation set forth in Section
6.07, TENANT shall, at TENANT'S own cost and expense, keep and maintain all improvements
now or hereafter on the Premises in good order and repair and in a safe and clean condition.
Furthermore, TENANT shall, at TENANT'S own cost and expense, maintain at all times during
the Term the whole of the Premises in a clean, sanitary, neat and orderly condition. CITY may,
at the sole option of CITY, clean and clear the Premises, at TENANT'S cost and expense, in the
event TENANT fails to clean and clear the Premises in accordance with this Section to the

satisfaction of CITY after ﬁfteeh—days' written notice to TENANT from CITY of CITY'S intent

to exercise this option.

Section 6.02 Seawalls and Revetment.

At all times during the Term and subject to the percentage limitations set forth in Section
6.07, TENANT shall at TENANT'S own cost and expense repair, maintain, replace and rebuild
as necessary, the improvements, pilings, bulkheads, seawalls, revetment, piers, posts and any
structures or other improvements located in the water portion of the Premises. Further,
TENANT shall at TENANT'S own cost and expense conduct maintenance surveys at reasonable
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intervals to locate and determine needed repairs. The parties agree and understand, if TENANT
takes benefit of the percentage limitations set forth in Section 6.07, then CITY has no obligation
to TENANT or TENANT’S subtenants, assignees or successors-in-interest to repair, maintain
replace or rebuild the improvements, pilings, bulkheads, seawalls, revetment, piers, posts and

any structures or other improvements located in the water portion of the Premises.

Section 6.03 Legal Requirements.

At all times during the Term and subject to the percentage limitations set forth in
Section 6.07, TENANT, at no cost to CITY, shall:

Q)] Make all alterations, additions, or repairs to the Premises or the
improvements or facilities on the Premises required by any Legal Requirements (as defined in

Section 3.07 above) now or hereafter made or issued;
(2)  Observe and comply with all Legal Requirements now or hereafter made

or issued respecting the Premises or the improvements or facilities located thereon; and
3) Obtain all required permits pursuant to the MBMC or State law prior to

the initiation of any repair or maintenance activity.

Section 6.04 Failure to Repair.

In the event failure to repair results in a hazardous or unsafe condition, CITY shall have
the right and option, but not the obligation, to close and prohibit access to the unsafe portion of
the Premises until such repairs are completed and accomplished and the Premises rendered safe
for public use. In addition, if TENANT fails to repair any hazardous or unsafe condition within
ten business days after written notice thereof from CITY, then CITY shall have the right, but not
the obligation, to perform such repair at TENANT'S expense and TENANT shall reimburse
CITY for any such repair undertaken by CITY, promptly upon CITY'S demand, as additional
Rent subject to the percentage limitations set forth in Section 6.07 below. Failure by CITY to
enforce any of the provisions of this Article shall not constitute a waiver of any of the provisions

of this Article and CITY may at any time enforce all of the provisions of this Article.

Section 6.05 Inspection by CITY.

Except in the event of an emergency, CITY or CITY'S agents, representatives, or
employees may enter the Premises, upon at least 48-hours’ prior written notice, at all reasonable
times for the purpose of inspecting the Premises to determine whether TENANT is complying
with the terms of this Lease and for the purpose of doing other lawful acts that may be necessary
to protect CITY'S interest in the Premises under this Lease or to perform CITY'S duties under

this Lease.
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Section 6.06 TENANT'S Duty to Restore Premises.

(1)  Except as provided in Section 6.07 below, if, at any time during this Lease, any
improvements now or hereafter on the Premises are destroyed in whole or in part by the
elements, or any other cause not the fault of TENANT or CITY, then this Lease shall continue in
full force and effect and TENANT, at TENANT'S own cost and expense, shall repair and restore
the damaged or destroyed improvement(s) according to the original plan thereof or according to
such modified plans therefore as shall be approved in writing by CITY (the
“Repair and Restoration”). TENANT shall pursue, with all due diligence and dispatch, obtaining
the permitting required from all applicable public agencies for the Repair and Restoration (the
“Repair Permits”), shall commence the Repair and Restoration within thirty (30) days after
entitlement to issuance of the Repair Permits and shall use reasonable efforts to complete the
Repair and Restoration not later than three hundred sixty five (365) days after the work is
commenced, unless the Parties mutually agree, in writing, to an extension. In all other respects,
the Repair and Restoration shall be done in accordance with the requirements for construction
work on the Premises, set forth in Article 4 of this Lease. Subject to Section 6.07, any failure by
TENANT either to commence or to complete the Repair and Restoration as required by this
Section 6.06 shall be a material default under this Lease.

(2)  Any and all insurance proceeds that become payable at any time during the Term
because of damage to or destruction of any improvements on the Premises shall be paid to
TENANT and applied by TENANT toward the cost of repairing and restoring the damaged or
destroyed improvements in the manner required by this Section 6.06, or, if this Lease is
terminated, then applied as provided in Section 6.07. Except as set forth in Section 6.08 below,
TENANT'S obligation to restore pursuant to this Section shall exist whether or not funds are

available from insurance proceeds.

Section 6.07 Termination of Lease for Extraordinary Repairs.

Notwithstanding the provisions of this Article, in consideration of the reasons set forth in
Section 1.02, above, TENANT shall have the option of terminating this Lease as provided in this
Section 6.07 if: any improvements now or hereafter on the Premises are so damaged or
destroyed by the elements or any cause not the fault of TENANT, that they cannot be repaired
and restored as required by Section 6.06 of this Lease at a cost of ten percent (10%) or less than
the fair market value of all the improvements on the Premises immediately prior to the damage

or destruction. It is further agreed by the Parties:

(1)  TENANT may exercise its right to terminate pursuant to this Section 6.07 by
providing written notice to CITY within one hundred eighty (180) days following damage or
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destruction as described herein. Such termination shall be effective on the last day of the
calendar month following the month in which TENANT provides its notice. If TENANT
exercises TENANT’S option under this Section 6.07, then TENANT shall have no obligation to
CITY or subtenants, assignees or successors-in-interest to repair, maintain replace or rebuild any
of the improvements, pilings, bulkheads, retaining walls, any underground utilities and/or sewer
and water lines, seawalls, revetment, piers, posts, docks, dock structures, and any other structures

or improvements located on the Premises.

) If TENANT does not exercise the above option and fails to commence or
complete repair and restoration as required by Section 6.06, then CITY shall have all rights and
remedies with respect to TENANT'S default, including, but not limited, to termination of this

Lease pursuant to Article 11.

3 If this Lease is terminated as a result of damage or destruction, then any insurance
proceeds received with respect to the improvements shall be applied or distributed in the

following order:

(a) first, to each lender whose loan is secured by the leasehold interest in this

Lease, then

(b) to the demolition of the improvements and removal of all demolition

debris, then

(c) to any accrued and unpaid Rent as of the effective date of the termination,

then
(d) the remaining proceeds, if any, to TENANT.

Section 6.08 Destruction Due to Risk Not Covered by Insurance.

Notwithstanding anything to the contrary in this Article of this Lease, TENANT shall
have the right to terminate this Lease at any time if the improvements on the Premises are
damaged or destroyed by a casualty for which TENANT is not required under this Lease to carry
insurance and the cost to repair or restore such improvements exceeds ten percent (10%) of the
fair market value of all the improvements on the Premises immediateiy prior to the damage or

destruction.
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Article 7 INDEMNITY, RELEASE AND INSURANCE

Section 7.01  Indemnity Agreement.

TENANT shall defend, indemnify and hold harmless CITY, and the property of CITY
(including the Premises and any improvements now or hereafter on the Premises), and each of
CITY'S officers, officials, employees and volunteers from any and all liability, claims, loss,
damages, and expenses, including reasonable attorney’s fees and litigation expenses, arising
from any act or omission of TENANT or any of its officers, agents, representatives, subtenants,
employees, contractors, subcontractors, invitees or anyone for whom TENANT may be liable
related to this Lease; provided, that the obligation to indemnify and hold harmless shall only be
to the extent Damages are caused by TENANT or any of its ofﬁceré, agents, representatives,
subtenants, employees, contractors, subcontractors, invitees or anyone for whom TENANT may
be liable.

Section 7.02 Liability Insurance.

During the Term, TENANT shall maintain at its cost Commercial General Liability
insurance with coverages at least as broad as ISO Forms labeled “City of Morro Bay Insurance
requirements for Lessees”, Certificate of Insurance — City of Morro Bay”, and “Additional
Insureds — Managers or Lessors of Premises” attached hereto as Exhibit D and made a part
hereof as may be updated or changed from time to time at the sole discretion of CITY, insuring
against claims for bodily injury (including death), property damage, contractual liability,
personal injury and advertising injury occurring on the Premises or from operations located in
any part of the Premises. Such insurance shall afford protection in amounts no less than One
Million Dollars per occurrence for bodily injury, personal injury and property damage; provided,
that if insurance with a general aggregate limit is used, either the general aggregate limit shall
apply separately to the Premises or the general aggregate limit shall be twice the occurrence limit
stated in this Section. All liability insurance carried by TENANT hereunder shall name CITY,
its officers, officials, employees and volunteers as additional insureds, and shall be primary
insurance with respect to such additional insureds. All coverages for subtenants shall comply

with all requirements of this Article 7.

Section 7.03 Worker's Compensation.

TENANT shall maintain at TENANT'S own expense and keep in full force and effect
during the Term, Worker's Compensation Insurance as provided by law. Said insurance shall
contain a waiver of subrogation rights against CITY. TENANT shall also maintain employer's
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liability insurance with minimum coverage of One Million Dollars per accident for bodily injury

or disease.

Section 7.04 Property insurance.

TENANT shall, at its cost, at all times during the Term keep all improvements and other
structures on the Premises, as well as any and all additions, improvements and betterments
thereto, insured for one hundred percent of their full replacement cost with no co-insurance
provision against loss or destruction by the perils covered by "all nrisk" (excluding earthquake)
property damage insurance policies. Notwithstanding the foregoing, TENANT shall, as soon as
possible, meet the obligations of this Section 7.04 with regard to the insurance for the
seawall/revetment; provided, that CITY shall not hold TENANT in breach or default of this Lease if
TENANT is unable to procure such insurance prior to or within sixty days after Completion of the

Rehabilitation Project.

Section 7.05 Additional Coveragde.

TENANT shall also maintain, at its expense, the insurance described in this Section 7.05.

(1)  If TENANT has (or is required by any Legal Requirement to have) a liquor
license and is selling or distributing alcoholic beverages on the Premises, then TENANT shall
maintain liquor liability coverage in appropriate amounts. TENANT shall require any subtenant
who has (or is required by any Legal Requirement to have) a liquor license and who is selling or

distributing alcoholic beverages on the Premises, to maintain such coverage.

(2) TENANT shall maintain "all risk" (excluding earthquake) property damage
insurance covering TENANT'S personal property located at the Premises, in amounts not less
than the full replacement value of such personal property. CITY shall have no interest in the

proceeds of such insurance.

Section 7.06 General Requirements.

Except as specifically provided to the contrary, all the insurance required pursuant to this

Article Seven shall be subject to the requirements of this Section 7.06.

(1)  Maintenance of proper insurance coverage is a material element of this Lease and
failure to maintain or renew coverage or to provide evidence of coverage and/or renewal may be
treated by CITY as a material breach of contract. TENANT shall forward CITY specifications

and forms to TENANT’S insurance agent for compliance.
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2) CITY may at any time require TENANT to increase the minimum coverage limits
for insurance required by this Lease, but not more than by ten percent over any ten-year period

and every such increase shall be reasonable under the circumstances.

3) All policies shall be issued by insurance companies authorized to issue such

insurance in California, with an A. M. Best's rating of no less than A:VIL

(4)  Any deductibles or self-insured retentions greater than $25,000, which amount
shall be adjusted annually by the increase/decrease in the CPI, must be declared to and approved
by CITY.

(5)  Each insurance policy required by this Lease shall be endorsed to state that
coverage shall not be cancelled or reduced, except after thirty-days' prior written notice by

certified mail, return receipt requested, has been given to CITY.

(6) TENANT shall furnish CITY with certificates and any endorsements effecting the
coverage required by this Lease. The endorsements shall be on forms reasonably approved by
CITY or on other than forms reasonably approved by CITY, provided those endorsements or
policies conform to the requirements of this Lease. All certificates and endorsements are to be
received and approved by CITY before use of the Premises, and promptly following any renewal
or replacement. CITY reserves the right at any time to require complete, certified copies of all
required insurance policies, including endorsements effecting the coverage required by these

specifications.

) TENANT'S insurance coverage shall be primary insurance as respects CITY, its
officers, officials, employees, and volunteers. Any insurance or self-insurance maintained by
CITY, its officers, officials, employees, or volunteers shall be excess of TENANT'S insurance

and shall not contribute with it.

Section 7.07 No Subrogation. -

TENANT agrees in the event of loss due to any of the perils for which it has agreed to
provide insurance, TENANT shall look solely to its insurance for recovery. TENANT hereby
grants to CITY, on behalf of any insurer providing insurance to either TENANT or CITY with
respect to TENANT'S occupancy of the Premises, a waiver of any rights to subrogation which
any such insurer of said TENANT may acquire against CITY by virtue of the payment of any
loss under such insurance. Each insurance policy required under this Lease including those
insuring TENANT against claims, expense, or liability for injury to persons or property shall
provide that the insurer shall not acquire by subrogation any right to recovery which TENANT

has expressly waived in writing prior to the occurrence of the loss.
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Section 7.08 TENANT'S Waiver.

TENANT hereby waives any right of recovery against CITY for each claim, expense,
liability, or business interruption, or other loss, except where caused by CITY'S gross negligence
or willful misconduct. TENANT égrees, to the extent TENANT fails to acquire insurance,
TENANT shall not have any claim against CITY for any loss that results from a risk or peril that

would have been included in such insurance.

Section 7.09 Insurance Not a Limit.

The insurance requirements of this Article 7 are independent of, and do not limit or

modify, TENANT'S indemnification and other obligations pursuant to this Lease.

Article 8 TAXES AND FEES

Section 8.01 TENANT to Pay Taxes.

TENANT shall pay, before delinquency, all taxes and assessments levied upon or
assessed to TENANT on the Premises by reason of this Lease or of any equipment, appliances,
improvement, or other development of any nature whatsoever, erected, installed, or maintained
by TENANT or by reason of the business or other activity of TENANT upon or in connection
with the Premises. TENANT shall pay all possessory interest taxes applicable to the Premises.

Section 8.02 TENANT to Pay License and Permit Fees.

TENANT shall pay any fees imposed by law for licenses or permits for any business or
activities including construction by TENANT upon the Premises, subject to Article 13, below.
Section 8.03  Utilities.

TENANT shall pay, or cause to be paid, and hold CITY and the property of CITY,
including the Premises, free and harmless from all charges for the furnishing of gas, water,
electricity, telephone service, and for other public utilities to the Premises during the Term and

for the removal of garbage and rubbish from the Premises during the Term.

Article 9 CONDEMNATION

Section 9.01  Total Condemnation.

If title and possession to all of the Premises is permanently taken for any public or quasi-
public use under any statute, or by the right of eminent domain, then this Lease shall terminate
on the date that possession of the Premises is taken, and both CITY and TENANT shall
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thereafter be released from all obligations, including Rent, all of which shall be prorated to the

date of termination, except those specified in Section 9.02 of this Lease.

Section 9.02 Condemnation Award.

In consideration of the reasons set forth in Section 1.02, above, any compensation or
damages awarded or payable because of the permanent taking of all or any portion of the
Premises by eminent domain shall be allocated between CITY and TENANT as follows:

(1) All compensation or damages awarded or payable for the taking by eminent
domain of any land or water area that is part of the Premises shall be paid to and be the sole
property of CITY free and clear of any claim of TENANT or any person claiming rights to the
Premises through or under TENANT.

(2)  All compensation or damages awarded or payable which is specifically attributed
by the taking party to the "good will" of TENANT'S business shall be paid to and be the sole
property of TENANT and not any of TENANT’S subtenants.

(3)  All compensation or damages awarded or payable because of any improvements
constructed and located on the portion of the Premises taken by eminent domain where only a
portion of the Premises is taken by eminent domain, and TENANT is not entitled to or does not
terminate this Lease, shall be applied toward the replacement of such improvements with

equivalent new improvements on the remaining portions of the Premises.

(4)  All compensation or damages awarded or payable because of any improvements
constructed and located on the portion of the Premises taken by eminent domain where this
Lease is terminated because of the taking by eminent domain, whether all or only a portion of the
Premises is taken by eminent domain, shall be allocated to TENANT and not any of TENANT’S

subtenants.

5 The term "time of taking" as used in this Section shall mean 12:01 a.m. of the
date that the agency or entity exercising the eminent domain power, takes title, or the date that it

takes physical possession of the portion of the Premises, whichever shall first occur.

(6)  Any severance damages awarded or payable because only a portion of the
Premises is taken by eminent domain shall be the sole and separate property of TENANT.

Section 9.03 Termination for Partial Taking.

If, during the Term, title and possession of only a portion of the Premises be taken for
any public or quasi-public use under any statute, or by right of eminent domain, then TENANT
may, at TENANT'S option, terminate this Lease by serving written notice of termination on
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CITY within ninety days after TENANT has been deprived of actual physical possession of the
portion of the Premises taken for such public use. This Lease shall terminate on the first day of
the calendar month following the calendar month in which the notice of termination described in
this section is served on CITY. On termination of this Lease pursuant to this Article, all
subleases and subtenancies in or on the Premises or any portion of the Premises created by
TENANT under this Lease shall also terminate and the Premises shall be delivered to CITY free
and clear of all such subleases and subtenancies, provided, however, that CITY may, at CITY'S
option, mail written notice to a subtenant allow any subtenant to attorn to CITY and continue
such subtenant's occupancy on the Premises as a TENANT of CITY. On termination of this
Lease pursuant to this section, however, both CITY and TENANT shall be released from all
obligations under this Lease, except those specified in Section 9.02 of this Lease.

Section 9.04 Rent Abatement for Partial Taking.

If, during the Term, title and possession of only a portion of the Premises is taken under
the power of eminent domain by any public or quasi-public agency or entity and TENANT does
not terminate this Lease, then this Lease shall terminate as to the portion of the Premises taken
under eminent domain on the date actual physical possession of the portion taken by eminent
domain is taken by the agency or entity exercising the eminent domain power. Furthermore, the
Rent payable under this Lease shall, as of that time be reduced in the same proportion of the

Premises taken by eminent domain bears to the full value of the Premises at that time.

Section 9.05 Conveyance in Lieu of Eminent Domain.

A voluntary conveyance by CITY, with the consent of TENANT, of title to all or a
portion of the Premises to a public or quasi-public agency or entity in lieu of and under threat by
such agency or entity to take the same by eminent domain proceedings shall be considered a
taking of title to all or such portion of the Premises under the power of eminent domain subject

to the provisions of this Article.

Section 9.06 Temporary Taking.

If the possession of the Premises or any portion thereof should be taken under the power
of eminent domain by any public or quasi-public agency or entity for a limited period not
extending beyond the Term, then this Lease shall not terminate (except as provided in this
Section 9.06) and TENANT shall continue to perform all its obligations hereunder, except only
to the extent that TENANT is prevented from performing such obligations by reason of such
taking. TENANT shall be entitled to receive the entire amount of compensation or damages
awarded because of such temporary taking. In consideration of completion of the reasons set

(A W ,
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forth in Section 1.02, above, if a temporary taking extends for more than thirty-six months, then
TENANT shall have the right to terminate this Lease, and TENANT shall be entitled to receive

the compensation and damages awarded because of such temporary taking.

Article 10 ASSIGNMENT AND SUBLEASING

Section 10.01 No Assignment Without CITY'S Consent.

Except as provided in this Article 10, TENANT shall not assign or otherwise transfer this
Lease, any right or interest in this Lease, or any right or interest in the Premises or any of the
improvements that may now or hereafter be constructed or installed on the Premises without the
express written consent of CITY evidenced by resolution first had and obtained. Any
assignment or transfer by TENANT without the prior written consent of CITY, whether it be
voluntary or involuntary, by operation of law or otherwise, is void and shall, at the option of
CITY, terminate this Lease. A consent by CITY to one assignment shall not be deemed to be a
consent to any subsequent assignment of this Lease by TENANT. CITY shall not unreasonably
nor arbitrarily withhold its approval to the assignment or transfer of this Lease to an assignee
who is financially reliable and quéliﬁed to conduct the business for which this Lease was
granted. It is mutually agreed TENANT'S qualifications are a part of the consideration for
granting of this Lease and said party does hereby agree to maintain active control and

supervision of the operation conducted on the Premises.

Section 10.02 Preapproved Assignments.

Notwithstanding Sections 10.01 and 10.03, each assignment by TENANT to a
trust or an entity in which Clifford Branch, Lynette Branch, James Edmund Smith, Beverly Elder
Smith or any of their heirs and beneficiaries have complete control over the trust or entity is
deemed preapproved upon written notice from TENANT of such assignment and the assignees’
written agreement to assume all rights and obligations of TENANT pursuant to this Lease and no
application fee, transfer fee or other fee shall be due by TENANT to CITY for that assignment.

Section 10.03 Application for Assignment.

For other than any assignment described in Section 10.02, a condition of an assignment
shall be TENANT shall file with CITY an application to assign the leasehold prepared by the
prospective assignee. Concurrently with filing the application, TENANT shall pay a reasonable
fee associated with the cost of processing said application, in cash or certified or cashier's check
to enable CITY adequately to investigate the proposed assignee's qualifications as a permitted
assignee. CITY shall not be required to account for the use of the sum paid. If the proposed

assignee's net worth on the date of assignment is not sufficient to reasonably guarantee
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successful operation of the Premises in compliance with all applicable CITY, County, State and
federal requirements, then CITY may withhold approval of the assignment or condition it upon
TENANT'S guarantee of such assignee's obligations hereunder for such period as CITY deems
advisable. Net worth shall mean the amount by which the total of all assets shall exceed the total
of all liabilities as determined in accordance with general accepted accounting principles as

approved by CITY'S auditor, or other authorized representative or agent,

Section 10.04 No Sublease Without CITY'S Consent.

TENANT shall not sublease the whole nor any part of the Premises, or license, permit, or
otherwise allow any other person (the employees of TENANT excepted) to occupy or use the
Premises, or any portion thereof, without the prior written consent of CITY’S Harbor Director,
or any future successor to the duties of CITY’S Harbor Director. A consent to one subletting,
occupation, licensing or use shall not be deemed to be a consent to any subsequent subletting,
occupation, licensing or use by another person. Any sublease or license without CITY'S
written consent shall be void, and shall at CITY'S option, terminate this Lease. CITY shall not
unreasonably nor arbitrarily withhold its consent to sublet to one who is qualified and financially
reliable and will operate a business permitted pursuant to this Lease, all as reasonably
determined by CITY; provided, that if the sublease is not approved by CITY within ten business
days after CITY’S receipt of a completed request for approval from CITY, then the sublease
shall be deemed disapproved. Notwithstanding any provisions herein to the contrary, the terms
"assignment," "subletting," "occupation,” or "use," shall not be construed or interpreted to mean
or include the temporary, short term renting or leasing of boat slips, motel, hotel, or apartment

accommodations on the Premises.

Section 10.05 Subtenant Subject to Lease Terms.

Any and all subleases shall be expressly made subject to all the terms, covenants, and
conditions of this Lease. In no event shall the term of any sublease extend beyond the Term.
Subject to Section 10.08, termination of this Lease prior to the expiration of this Lease term shall
also terminate any and all subleases. A breach of the terms of this Lease by a subtenant shall
constitute a breach on the part of TENANT and shall subject both the subtenant and TENAN T to
all the remedies provided to CITY herein and by law. Failure by any subtenant to report Gross
Sales or to pay Percentage Rent due from subtenant shall constitute a breach of this lease.
TENANT hereby agrees to and does guarantee payment of such Percentage Rent due by a

subtenant under the terms of this lease.
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Section 10.06 Consent Form Agreement.

Prior to any consent by CITY to any sublease hereof, TENANT shall cause to be
executed between TENANT and any subtenant an agreement making CITY a third party
beneficiary, whereby the subtenant agrees to be bound by all of the terms, covenants and
conditions of this Lease. Further, it is agreed by TENANT that any default by the subtenant of
any of the terms, covenants and conditions of this Lease shall be deemed to be violations by
TENANT of this Lease and that all remedies of CITY for such violation, including termination
of this Lease, shall immediately be enforceable by CITY against TENANT. TENANT shall
apply any and all monies received from any subtenant first to the payment of obligations of the

subtenant to CITY.

Section 10.07 TENANT Remains Liable.

Prior to approval by CITY to any sublease hereof, TENANT shall agree to be primarily
and jointly and severally liable to CITY for all obligations due CITY by any subtenant, including
the payment of rents, and TENANT shall agree CITY may proceed directly against TENANT for
any obligation owing CITY by the subtenant.

Section 10.08 Nondisturbance.

On the terms set forth below, CITY may enter into agreements with subtenants providing
that in the event of any termination of this Lease prior to the expiration date, CITY will not
terminate or otherwise disturb the rights of the subtenant under such sublease, but will instead
honor such sublease as if such agreement had been entered into directly between Landlord and
such subtenant, conditioned upon such subtenant's agreement to attorn to Landlord and full
performance of all obligations under the sublease in question ("Non-Disturbance Agreement").
CITY agrees to execute a Non-Disturbance Agreement in connection with a particular sublease
provided that Tenant provides CITY with a copy of the sublease, and the Non-Disturbance

Agreement is customary in form and substance and otherwise reasonably acceptable to CITY.

Article 11 DEFAULT AND TERMINATION

Section 11.01 Abandonment by TENANT.

If TENANT breaches this Lease and abandons all or any part of the Premises prior to the
scheduled expiration of the Term, then CITY may continue this Lease in effect by not
terminating TENANT'S right to possession of the Premises, in which event CITY shall be
entitled to enforce all CITY'S rights and remedies under this Lease including the right to recover

the Rent specified in this Lease as it becomes due under this Lease.
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Section 11.02 Termination for Breach by TENANT.

All covenants and agreements contained in this Lease are declared to be conditions to this
Lease and to the term hereby demised to TENANT. If TENANT fails to perform any covenant,
condition, or agreement contained in this Lease, except for payment of any Rent or other
monetary amount due, and such failure is not cured within sixty (60) days after written notice
thereof is served on TENANT, then CITY may commence legal and equitable actions to

terminate this Lease immediately.

Section 11.03 Termination for Failure to Pay Rent.

If any payment of Rent is not made as herein provided and such failure to pay is not
cured within thirty days after written notice thereof is served on the TENANT, then CITY shall

have the option to commence legal and equitable actions to immediately terminate this Lease.

Section 11.04 Lender May Cure Default.

CITY shall afford the Lender under any Leasehold Encumbrance of record with CITY the
right to cure any default by TENANT of the covenants, conditions, or agreements hereof, as
provided in Article 5 of this Lease. '

Section 11.05 Damages for Breach.

If TENANT defaults in the performance of any covenant, condition or agreement
contained in this Lease and the default is incurable or cannot be cured within the time period set
forth in this Article above, unless TENANT commences to cure within such time period,
continues to diligently cure without interruption until cured and the cure is completed as soon as
reasonably practicable, then CITY may commence legal and equitable action to terminate this

Lease.

Section 11.06 Cumulative Remedies.

The remedies available to CITY in this Article shall not be exclusive but shall be
cumulative with and in addition to all remedies now or hereafter allowed by law or elsewhere

provided in this Lease.

Section 11.07 Waiver of Breach.

The waiver by CITY of any breach by TENANT of any of the provisions of this Lease
shall not constitute a continuing waiver or a waiver of any subsequent breach by TENANT either

of the same or a different provision of this Lease.
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Section 11.08 Surrender of Premises.

On expiration or sooner termination of this Lease, TENANT shall surrender the Premises,
and, subject to Section 4.04, all improvements in or on the Premises, and all facilities in any way
appertaining to the Premises, to CITY in a broom clean condition, reasonable wear and tear
excepted. Notwithstanding anything contained in the Lease to the contrary, CITY acknowledges
and agrees all the improvements located on the Premises, including, but not limited to, those
certain improvements constructed by TENANT pursuant to the Rehabilitation Project, are
subject to reasonable wear and tear normally experienced by structures constructed and located

on or about water and in coastal areas.

Article 12 MISCELLANEOUS

Section 12.01 Notices.

Any and all notices or demands by or from CITY to TENANT, or TENANT to CITY,
shall be in writing. They shall be served either personally or by Fed-Ex, UPS, or other similar
national carrier if signed and acknowledged by the Party representative set forth below. Any

notice or demand to CITY may be given to:

Harbor Director

City of Morro Bay

1275 Embarcadero

Morro Bay, California 93442

with a copy to:

City Manager

City of Morro Bay

595 Harbor Street
Morro Bay, CA 93442

Any notice or demand to TENANT may be given at:

CIiff Branch, Lynette Branch or Tyler Jenkins
755 Santa Rosa Street, Suite 310
San Luis Obispo, CA 93401

with copy of:
Paul B. Parker, Esq.
Parker & Sander
755 Santa Rosa Street, Suite 300
San Luis Obispo, CA 93401

Such addresses may be changed by written notice by either party to the other party.

g~
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Section 12.02 Governing Law and Jurisdiction.

This Lease, and all matters relating to this Lease, shall be governed by the laws of the
State of California in force at the time any need for interpretation of this Lease or any decision
concerning this Lease arises. CITY and TENANT consent to exclusive personal and subject
matter jurisdiction in the Superior Court of San Luis Obispo County, and each Party waives any
claim such court is not a convenient forum. Each Party hereby specifically waives the provisions

of California Code of Civil Procedure Section 394, and any successor statute thereto.

Section 12.03 Binding on Successors.

Subject to the provisions herein relating to assignment and subletting each and all of the
terms, conditions, and agreements herein contained shall be binding upon and inure to the benefit
of the successors and assigns of any and all of the parties hereto; and all of the parties hereto

shall be jointly and severally liable hereunder.

Section 12.04 Partial Invalidity.

If any provision of this Lease is held by a court of competent jurisdiction to be either
invalid, void, or unenforceable, then the remaining provisions of this Lease shall remain in full

force and effect unimpaired by the holding.

Section 12.05 Sole and Only Agreement.

This Lease, including all exhibits incorporated by reference, constitutes the sole and only
agreement between CITY and TENANT respecting the Premises and the leasing of the Premises
to TENANT. Any other agreements or representations respecting the Premises and their leasing
to TENANT by CITY, which are not expressly set forth in this Lease, are null and void. The
terms herein specified, as amended, correctly set forth the obligations of CITY and TENANT as
of the effective date. No modification, amendment, or alteration of this Lease shall be valid

unless it is in writing and signed by both parties.

Section 12.06 Modification.

This Lease shall not be modified, except pursuant to a written agreement executed by the
Mayor and City Clerk, pursuant to prior approval by CITY’S City Council. TENANT
understands this Lease may not be modified by oral statements by any person representing
CITY. TENANT specifically agrees not to rely on oral statements, purported oral waivers, or
purported oral modifications and agrees not to rely upon purported written modifications unless
they meet the requirements of this paragraph and are approved in writing pursuant to formal
action of CITY’S City Council and a subsequent written modification signed by the Mayor and

Vﬁ»x/’
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City Clerk. If the title of any person authorized to act for CITY under this Lease shall be
changed during the Term, then the person who succeeds to substantially the same responsibilities
with respect to CITY shall have the authority to act for CITY under this Lease.

Section 12.07 Time of Essence.

Time is expressly declared to be the essence of this Lease.

Section 12.08 Memorandum of Lease for Recording.

CITY and TENANT shall, at the request of either at any time during the Term, execute a
memorandum or "short form" of this Lease, which shall describe the parties, set forth a

description of the leased premises, specify the Term, and incorporate this Lease by reference.

Article 13 SPECIAL PROVISIONS PECULIAR TO THE PREMISES

Section 13.01 Rehabilitation Project.

Pursuant to the terms and conditions of this Lease, TENANT shall complete the
Rehabilitation Project as set forth and depicted in the Site Plan attached hereto as Exhibit B,

which includes the following:

A. Repair or replace the roof on the building located on the Premises as necessary;
Repair the deck as required;

Replace the existing dock and pilings as required;

Paint the exterior of the building on the Premises; and

Renovate the interior of the building on the Premises as necessary.

In addition, subject to TENANT paying all necessary fees and obtaining all necessary
permits form CITY and all other required governmental agencies, as required, CITY also
consents and acknowledges TENANT shall have the right to remove the existing water-wheel
fountain located near the front entrance to the current Otter Rock Cafe restaurant on the Premises
at any time during the term of the Lease. CITY shall not unreasonably condition or delay any
permits or consents necessary to femove the water wheel and shall assist TENANT with

obtaining any other permits required from other governmental agencies, not including payment

Mo 0w

of any fees required for those permits.
The Parties acknowledge and agree to each of the following:

i. TENANT is only obligated to perform the repairs and improvements that are part of the
Rehabilitation Project.
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ii. In the event of any discrepancy or contradiction between this Lease and the Site Plan, the

Parties agree the Site Plan shall control and be determinative, but not to the extent

prohibited by law.

iii. Within seven days after the execution of this Lease, CITY will provide to TENANT a set
of plans for the existing Otter Rock Café building on Lease Site 90/90W.

iv. For purposes of this Lease, “complete application” shall mean submission to the
applicable governmental agency a satisfactory completed application form for the
Rehabilitation Project, as then currently approved by all applicable governmental
agencies, as required by that governmental agency, along with the payment of the fees

required by that governmental agency.

v. CITY shall process and grant, if legally possible, a request from TENANT to waive any
requirement TENANT comply with Sections 1803.2 through 1803.6, J 104.3 and J 104.4
of the 2016 California Building Code.

vi. All license fees, permit fees, plan check fees, and any and all other fees and costs for the
Rehabilitation Project charged or imposed, solely on behalf of CITY, by CITY to
TENANT shall not exceed the amount CITY is permitted to impose pursuant to Article
XIIIC of the California Constitution and are generally applicable to similar projects.

vii. Notwithstanding anything contained in Section 3.07 to the contrary, if ADA
improvements are required by CITY or another governmental agency or by law, then
CITY will agree to reduce each Minimum Rent payment equally over a five-year period
in a total amount equal to one-half of the documented costs of up to $30,000 to TENANT

for required ADA improvements to the two restrooms..
Section 13.02 Schedule for Rehabilitation Project.

Unless TENANT has delivered to CITY notice of termination on this Lease pursuant to Section
1.03,

A. On or before December 31, 2017, TENANT shall submit, to the CITY, a
complete application, consistent with the Rehabilitation Project, for, as applicable, approval of a
Minor Amendment to Existing Permit (Administrative), Amendment to Existing Permit
(Planning Commission) to Conditional Use Permit # [whatever the appropriate CUP is for
90/90W to be amended], or a Concept Plan and Precise Plan if administrative or Planning

Commission approval is not legally allowed.

B. Provided CITY is legally authorized to do so based on the plans submitted by
TENANT pursuant to A., above, on or before one hundred twenty (120) days after TENANT’S
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submission of the complete application to the CITY, for the Rehabilitation Project, CITY shall
provide TENANT, as applicable, with the approval of a Minor Amendment to Existing Permit
(Administrative), Amendment to Existing Permit (Planning Commission) to Conditional Use
Permit # [whatever the appropriate CUP is for 90/90W to be amended], or a Concept Plan and

Precise Plan if administrative or Planning Commission approval is not legally allowed.

C. If the Coastal Commission requires TENANT to obtain approval from the
Coastal Commission for the Rehabilitation Project, then, within sixty (60) days after receipt of
approval from CITY, as applicable, of a Minor Amendment to Existing Permit (Administrative),
Amendment to Existing Permit (Planning Commission) to Conditional Use Permit # [whatever
the appropriate CUP is for 90/90W to be amended], or a Concept Plan and Precise Plan if
administrative or Planning Commission approval is not legally allowed, TENANT shall file a
complete application for review and approval of the Rehabilitation Project with the Coastal
Commission. Within sixty (60) days after receipt of all approvals of the Rehabilitation Project
from the Coastal Commission, as evidenced by a “Notice of Intent Issue a Permit” and a final
Coastal Development Permit, if that approval is required, TENANT shall file complete
applications for all necessary land use approvals for the Rehabilitation Project from all other
applicable governmental agencies, including, but not limited to, the Army Corps of Engineers
and the Central Coast Regional Water Quality Control Board, where required.

D. If the Coastal Commission does not require approval of the Rehabilitation Project,
then within sixty (60) days after receipt from CITY, as applicable, of a Minor Amendment to
Existing Permit (Administrative), Amendment to Existing Permit (Planning Commission) to
Conditional Use Permit # [whatever the appropriate CUP is for 90/90W to be amended], or a
Concept Plan and Precise Plan if administrative or Planning Commission approval is not legally
allowed, then TENANT shall file complete applications for all necessary permits, permissions
and certifications for the Rehabilitation Project from all other applicable governmental agencies,
including, but not limited to, the Army Corps of Engineers and the Central Coast Regional Water
Quality Control Board.

E. Within forty-five (45) days after receipt of all necessary land use approvals from
CITY and all the governmental agencies listed above, as required, TENANT shall file with
CITY’S Community Development Department all necessary complete construction plans for
CITY to issue valid building and other construction related permits for the Rehabilitation Project.

F. Pursuant to the terms and conditions of this Lease, TENANT shall obtain from
CITY and any and all other applicable governmental agencies, including but not limited to, the
Coastal Commission, the Army Corps of Engineers, and the Central Coast Regional Water

~ 5
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Quality Control Board, any and all permits and approvals necessary for the Rehabilitation

Project, if any (the “Permits”).

G. Within one hundred fifty (150) days after receipt of the Permits, unless TENANT
is delayed through no fault of TENANT, TENANT shall have commenced the Rehabilitation
Project and expended at least $50,000 in actual hard construction costs for the Rehabilitation

Project (the “Project Commencement”).

H. Within one hundred eighty days (180) after the Project Commencement,
TENANT shall cause the completion of the Project. For the purpose of this Lease, completion
shall mean when the Rehabilitation Project is entitled to receive final inspection approval from
CITY, if necessary, and all other applicable government agencies, if necessary, (the
“Completion”). Notwithstanding the foregoing, CITY’S final inspection and approval of the
Rehabilitation Project shall not be unreasonably withheld, conditioned or delayed and in no event
shall such final inspection by CITY be more than ten business days after TENANT’S written
request.

Section 13.03 Site Integrations.

A. The Parties agree a tenant on Lease Site 89/89W may be allowed to sublease
dock-space on the Premises for docking and operation of that sublessee’s commercial boat for
the business that sublessee conducts. If such a sublease exists, then TENANT shall allow the
customers. employees and invitees of that business reasonable ingress and egress the Premises to

access that dock and boat.

B. TENANT and CITY, as lessee and lessor of Lease Site 89/89W, shall allow
TENANT to sublease to a sublessor on the Premises, office space on Lease Site 89/89W directly
needed for the operation of a business conducted on the Premises by that sublessee. TENANT
and CITY, as lessor and lessee of Lease Site 89/89W, agree to amend 89/89W Lease to provide

for that office space use of the Premises, as may be needed.

Section 13.04 Sale of Premises.

Subject to the assignment and assumption provisions contained in this Lease, CITY
acknowledges and agrees TENANT shall have the option to assign, sell, or otherwise transfer (i)
TENANT’s entire interest in the Premises (i.e., both Lease Site 90 and Lease Site 90W) to the
same person/entity that owns Lease Site 89/89W, or (ii) TENANT’s interest in Lease Site 90 and
Lease Site 90W separately, so long as Lease Site 90W remains under the same ownership as the
ownership of either Lease Site 89/89W or with Lease Site 90.
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EXECUTED on the dates noted below at Morro Bay or San Luis Obispo,
San Luis Obispo County, California.

CITY OF MORRO BAY BOATYARD, LLC, a California limited
liability company
\“S%/‘\J
By: By: I
Jamie Irons, Mayor Cliff Branch, Manager
Date: , 2017 Date: i ’Z.,,‘,,/@ , , 2017
ATTEST:

Dana Swanson, City Clerk

APPROVED AS TO FORM:

Joseph W. Pannone, City Attorney
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DRAFT

EXHIBIT A
COPY OF PARCEL MAP
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DRAFT

EXHIBIT B

SITE PLAN - REHABILITATION PROJECT
(Otter Rock 10 Pages)

(Immediately following this page)
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EXHIBIT D

CITY OF MORRO BAY
595 Harbor St.
Morro Bay, CA 93442
(805) 772-6200
FAX (805) 772-7329

INSURANCE REQUIREMENTS FOR TENANT
(NO AUTO RISKS)

TENANT shall procure and maintain for the duration of the contract insurance against claims for
injuries to persons or damages to property which may arise from or in connection with
TENANT’S operation and use of the leased premises. The cost of such insurance shall be borne

by TENANT.

Minimum Scope of Insurance

Coverage shall be at least as broad as:

1. Insurance Services Office Commercial General Liability coverage (occurrence
form CG 0001).

2. Workers’ Compensation insurance as required by the State of California and
Employer’s Liability Insurance (for lessees with employees).

3. Property insurance against all risks of loss to any tenant improvements or
betterments.

Minimum Limits of Insurance
Lessee shall maintain limits no less than:

1. General Liability: $1,000,000 per occurrence for bodily injury,
personal injury and property damage. If
Commercial General Liability Insurance or other
form with a general aggregate limit is used, either
the general aggregate limit shall apply separately to
this project/location or the general aggregate limit
shall be twice the required occurrence limit.

2. Employer’s Liability: $1,000,000 per accident for bodily injury or disease.
3. Property Insurance: Full replacement cost with no coinsurance penalty
provision.
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City of Morro Bay
Insurance Requirements for TENANT

Deductibles and Self-Insured Retentions

Any deductibles or self-insured retentions must be declared to and approved by CITY. At the
option of CITY, either: the insurer shall reduce or eliminate such deductibles or self-insured
retentions as respects CITY, its officers, officials, employees and volunteers; or TENANT shall
provide a financial guarantee satisfactory to CITY guaranteeing payment of losses and related
investigations, claim administration and defense expenses.

Other Insurance Provisions
The general liability policy is to contain, or be endorsed to contain, the following provisions:

1. CITY, its officers, officials, employees, and volunteers are to be covered as
insureds with respect to liability arising out of ownership, maintenance or use of
that part of the premises leased to Tenant.

2. TENANT’S insurance coverage shall be primary insurance as respects CITY, its
officers, officials, employees, and volunteers. Any insurance or self-insurance
maintained by CITY, its officers, officials, employees, or volunteers shall be
excess of TENANT’S insurance and shall not contribute with it.

3. Each insurance policy required by this clause shall be endorsed to state that
coverage shall not be canceled, except after thirty (30) days’ prior written notice
by certified mail, return receipt requested, has been given to the City.

Acceptability of Insurers

Insurance is to be placed with insurers with a current A.M. Best’s rating of no less than A:;VIL

Verification of Coverage

TENANT shall furnish CITY with original certificates and amendatory endorsements effecting
coverage required by this clause. The endorsements should be on forms provided by CITY or on
other than CITY’S forms, provided those endorsements or policies conform to the requirements.
All certificates and endorsements are to be received and approved by CITY before use of the
Premises, unless expressly stated otherwise in the Lease. CITY reserves the right to require
complete, certified copies of all required insurance policies, including endorsements effecting the
coverage required by these specifications at any time.

01181.0024/413989.13 Exhibit D
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City of Morro Bay
Insurance Requirements for TENANT

Sub-lessee ,

TENANT shall include all sub-lessees as insureds under its policies or shall furnish separate
certificates and endorsements for each sub-lessee. All coverages for sub-lessees shall be subject
to all of the requirements stated herein.

01181.0024/413989.13 . Exhibit D
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City of Morro Bay
Insurance Requirements for TENANT

Reproduction of Insurance Services Office, Inc. Form

INSURER: ISO Form CG 20 11 11 85 (Modified)
POLICY NUMBER: Commercial General Liability
ENDORSEMENT NUMBER:

THIS ENDORSEMENT CHANGES THE POLICY, PLEASE READ IT CAREFULLY.

ADDITIONAL INSURED -- MANAGERS OR LESSORS OF PREMISES

This endorsement modifies insurance provided under the following:
COMMERCIAL GENERAL LIABILITY COVERAGE PART.

SCHEDULE

1. Designation of Premises (Part Leased to You):

2. Name of Person or Organization (Additional Insured): City of Morro Bay
3. Additional Premium:

(If no entry appears above, the information required to complete this endorsement
will be shown in the Declarations as applicable to this endorsement.)

WHO IS AN INSURED (Section II) is amended to include as an insured the person or organization shown in
the Schedule, but only with respect to liability arising out of the ownership, maintenance or use of that part ofthe
premises leased to you and shown in the Schedule and subject to the following additional exclusions:

This insurance does not apply to:

1. Any “occurrence” which takes place after you cease to be a tenant in that premises.

2. Structural alterations, new construction or demolition operations performed by or on behalf of the person
or organization shown in the schedule.

Modifications to ISO form CG 20 11 11 85:

1. The Insured scheduled above includes the Insured’s elected or appointed officers, officials, employees
and volunteers.

2. This insurance shall be primary as respects the Insured shown in the schedule above, or if excess, shall
stand in an unbroken chain of coverage excess of the Named Insured’s scheduled underlying primary
coverage. In either event, any other insurance maintained by the Insured scheduled above shall be in
excess of this insurance and shall not be called upon to contribute with it.

3. The insurance afforded by this policy shall not be canceled except after thirty days prior written notice
by certified mail return receipt requested has been given to the City.

Signature-Authorized Representative

Address

{
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EXHIBIT E
FORM OF TERMINATION OF STEINMANN LEASE

(Immediately following this page)

2

01181.0024/413989.13
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TERMINATION OF LEASE

THIS TERMINATION OF LEASE, dated , 2017, is
entered into by and among the CITY OF MORRO BAY, a municipal corporation (“City”),
Josef Steinmann, as an individual (“Tenant”), Jaime Parker, doing business as Otter
Rock Cafe, (“Subtenant”) and Lost Isle Adventures, LLC, a California limited liability

company (“Renter”).

1. City and Tenant entered into an unrecorded lease (the “Lease”), as of June 22,
1993, pursuant to which City leases to Tenant and Tenant leases from City all of the following
premises (hereinafter the “Premises”) in the City of Morro Bay, County of San Luis
Obispo, State of California, described as Lease Site 90/90W and delineated on Parcel
Map of CITY of Morro Bay No. 68-30, which map was recorded on October 10,
1968, in Book 3, Page 10 of Parcel Maps in the Office of the County Recorder,

San Luis Obispo County, California (Map).

2. Subtenant subleases a portion of the Premises from Tenant, as authorized
by City, pursuant to that certain sublease, dated September 1, 2011, for operation of
the Otter Rock Cafe (the “Sublease”).

3. Renter rents docks from Tenant as part of the operation of a business
located at Lease Site 89/89W, pursuant to that certain rental agreement between
Renter and Tenant (the “Dock Rental Agreement”).

4. Pursuant to the Lease, Tenant operates a hat shop on the Premises.

5. Subject to Paragraph 13., below, Tenant and Subtenant do hereby
terminate the Sublease and City approves of that termination.

6. Subject to Paragraph 13., below, Renter and Tenant do hereby terminate
the Dock Rental Agreement and City approves that termination.

7. Subject to Paragraph 13., below, City and Tenant do hereby terminate the
Lease.

8. Subject to Paragraph 13,, below, For valuable consideration, the receipt
and adequacy of which are hereby acknowledged, City, Tenant, Subtenant and Renter
hereby release and forever discharge each other and each's elected or appointed public
officials, officers, employees and agents, including, but not limited to, each of their
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associates, predecessors, successors, heirs, assignees, agents, directors, officers,
employees, representatives, elected or appointed public officials, attorneys, and all
persons acting by, through, under or in concert with them, or any of them ("Releasees"),
of and from any and all manner of action or actions, cause or causes of action, in law or
in equity, suits, debts, liens, contracts, agreements, promises, liability, claims, demands,
damages, loss, cost or expenses, of any nature whatsoever, known or unknown, fixed
or contingent (hereinafter called "Claims"), which City and Tenant, Subtenant and
Renter, jointly and separately, now have or may hereafter have against Releasees, or
any of them, by reason of any matter, cause, or thing whatsoever from the beginning of
time to the date hereof including, without limiting the generality of the foregoing, any
Claims constituting, arising out of, based upon, or relating to the Lease, Sublease or
Dock Rental Agreement, as well as any matters, causes, or things whatsoever that
were, or have been, could in any way have been, alleged or may be related to the
Lease, Sublease and Dock Rental Agreement, or that could be alleged as arising from
the Lease, Sublease or Dock Rental Agreement or any other cause.

9. Subject to Paragraph 13,, below, City Tenant, Subtenant and Renter
acknowledge each may hereafter discover facts different from or in addition to those
they now know or believe to be true with respect to the claims, demands, causes of
action, obligations, damages, and liabilities of any nature whatsoever that are the
subject of the Release set forth in Paragraph 8 of this Termination of Lease, and
expressly agree to assume the risk of the possible discovery of additional or different
facts, and Tenant, Subtenant and Renter agree this Termination of Lease shall be and
remain effective in all respects regardless of such additional or different facts.

10. Subject to Paragraph 13,, below, the Release set forth above in
Paragraph 8 of this Termination of Lease is a release of ALL claims, demands, causes
of action, obligations, damages, and liabilities of any nature whatsoever that are
described in the Release and is intended to encompass all known and unknown,
foreseen and unforeseen claims, which Tenant, Subtenant or Renter may have as a
direct or an indirect result of or directly or indirectly arising from the Lease, Sublease or
Dock Rental Agreement or any other cause.

01181.0024/416422.6 2 of4

Iltem A-12 Page 69 of 73



11.  Subject to Paragraph 13,, below, further, City, Tenant, Subtenant and
Renter expressly agree to waive and relinquish all rights and benefits they may have
against Releasees under Paragraph 8 of this Termination of Lease based on Section
1542 of the Civil Code of the State of California which reads as follows:

§1542. A general release does not extend to claims which the creditor does not
know or suspect to exist in his favor at the time of executing the release, which if
known by him must have materially affected his settlement with the debtor.

Initials of Initials of Initials of Initials of Initials
City Tenant Subtenant Renter of
Renter

12. City, Tenant, Subtenant and Renter represent none of them have any
complaints or charges against any of Releasees with any local, state or federal agency
or court; and if any such agency or court assumes jurisdiction of any complaint or charge
against the Releasees or any of their predecessors, successors, heirs, assigns,
employees, shareholders, officers, directors, agents, attorneys, subsidiaries, divisions or
affiliated corporations or organizations, whether previously or hereafter affiliated in any
manner, on behalf of City, Tenant, Subtenant or Renter, whenever filed, Tenant,
Subtenant or Renter will request such agency or court to withdraw and dismiss the
matter forthwith.

13.  The effective date of the terminations described in Paragraphs 5., 6., and
7., above are the same date as the closure of the escrow opened between Tenant and
Boatyard, LLC, with escrow numbers and (the “October
Escrows”), by which Boatyard, LLC, is purchasing Tenant's business and ABC licenses;
provided, that such closure occurs before October 31, 2018 (the “Effective Date of the
Terminations”).

14.  Except for Paragraphs 5., 6., 7. 8,., 9., 10., and 11., the effective date of
this Termination of Lease is the date it is signed on behalf of City.

15. Tenant and City acknowledge and agree a new master lease between
Tenant and Boatyard. LLC will also be effective on the same day this Termination of
Lease is effective, but Boatyard LLC's typical operations and maintenance obligations of
the Premises as a tenant do not commence until the closure of the October Escrows.
Based on the foregoing and until the Effective Date of the Terminations, Tenant,
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Subtenant and Renter shall, until that closure and as applicable to each, continue to
perform all the obligations of maintenance and operations of the Lease, Sublease and
Rental Agreement.

Executed at Morro Bay, California, as of the date first written above.

TENANT “CITY”
By
Josef Steinmann Jamie L. Irons, Mayor
Dated: , 2017 Dated: , 2017
SUBTENANT RENTER
By:
Jaime Parker. dba Otter Rock Cafe Dane Jacob, Member
Dated: , 2017 Dated: , 2017
By:

James Sfregola, CEO

Dated: , 2017
o ¥
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RESOLUTION NO. 67-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA, RESCINDING
A PREVIOUSLY APPROVED AMENDMENT #1 AND
APPROVING A NEW AMENDMENT #1 TO THE NEW LEASE AGREEMENT
FOR LEASE SITE 89/89W, LOCATED AT 845 EMBARCADERO

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay (“City”) is the lessor of certain properties on the Morro Bay
Waterfront described as City Tidelands leases and properties; and

WHEREAS, Boatyard LLC (“Tenant”) has been the lessee of Lease Site 89/89W since 2006
and is a tenant in good standing; and

WHEREAS, on October 11, 2016, Tenant and City entered into that certain new master lease
agreement for the Lease Site (the “New Lease Agreement”); and

WHEREAS, City and Tenant wish to better resolve issues over a failing portion of the seawall
on the Lease Site and modify various provisions of the New Lease Agreement, including the
contingency provisions, by approving Amendment #1 of the New Lease Agreement for the Lease Site.

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

1. Amendment #1 to the New Lease Agreement approved by the City Council on August
22, 2017, is hereby rescinded.

2. The attached new Amendment #1 to the New Lease Agreement is hereby approved.
3. The Mayor is hereby authorized to execute said Amendment #1.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular
meeting thereof held on the 12" day of December, 2017 on the following vote:

AYES:
NOES:
ABSENT:

Jamie L. Irons, Mayor
ATTEST:

Dana Swanson, City Clerk

01181.0024/431421.1
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RESOLUTION NO. 68-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
APPROVING A NEW LEASE AGREEMENT
FOR LEASE SITE 90/90W, LOCATED AT 885 EMBARCADERO

THE CITY COUNCIL
City of Morro Bay, California

WHEREAS, the City of Morro Bay is the lessor of certain properties on the Morro Bay
Waterfront described as City Tidelands leases and properties; and

WHEREAS, Josef Steinmann (“Tenant”) has been the lessee of Lease Site 90/90W (the
“Lease Site”) since 2001; and

WHEREAS, Tenant is in escrow for sale of the Lease Site to the tenant of Lease Site 89/89W
(“New Tenant”); and

WHEREAS, City and New Tenant wish to resolve issues over a failing portion of the seawall
on Lease Site 89/89W; and because of the integrated nature of the seawall and revetment
improvements to be completed on Lease Site 89/89W (the “Boatyard”), pursuant to the new Lease
Agreement for the Boatyard, as amended by Amendment #1, and because some of the
improvements on the Lease Site to be completed pursuant to the Lease Agreement being approved
by this Resolution and encroach into the Lease Site 89/89W, a combined project is warranted; and

WHEREAS, New Tenant is proposing substantial repair, maintenance and renovation/remodel
improvements on the Lease Site; and

WHEREAS, City and New Tenant wish to enter into the Lease Agreement for the Lease Site
to take into account the proposed improvements and integration with the improvement rehabilitation
project on Lease Site 89/89W.

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

1. The attached new Lease Agreement for Lease Site 90/90W is hereby approved.
2. The Mayor is hereby authorized to execute the new Lease Agreement.

PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular
meeting thereof held on the 12" day of December, 2017 on the following vote:

AYES:
NOES:
ABSENT:

Jamie L. Irons, Mayor
ATTEST:

Dana Swanson, City Clerk

01181.0024/431400.1

Iltem A-12 Page 73 of 73



This Page Intentionally Left Blank



AGENDA NO: C-1

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 30, 2017

FROM: Eric Endersby, Harbor Director
Jennifer Callaway, Finance Director
Joseph W. Pannone, City Attorney

SUBJECT: Status Update and Evaluation of Conditional Consent of Landowner
Performance Pertaining to Request for Proposals Award on Lease Site 87-
88/87W-88W Located at 833 Embarcadero (Off the Hook) to TLC Family
Enterprises, and Council Direction, as Deemed Appropriate

RECOMMENDATION

Staff recommend Council receive staff presentation and TLC Family Enterprises input, and
consider whether TLC has performed adequately to continue with the redevelopment process of
this lease site. It is staff's recommendation the Council deem TLC’s submissions responsive to the
COL requirements as discussed in this staff report.

ALTERNATIVES

1. Revoke the COL from TLC as non-responsive, as provided for in the COL document, and direct
staff to work with Central Coast Investments, Inc. (the remaining proposer from the Request for
Proposals process) on their redevelopment proposal, and to bring back to a future Council meeting
for consideration of COL approval.

2. Revoke the COL from TLC as non-responsive, and direct staff to re-issue a new Request for
Proposals document for redevelopment of the site.

If either Alternative 1 or 2 is chosen by Council, then further consideration and direction regarding
the operation of the lease site after the current lease’s expiration at the end of March, 2018, will be
required, as current Council direction is to enter a short-term lease with TLC next spring (assuming
TLC continues on as the chosen redeveloper).

FISCAL IMPACT

Pending any redevelopment of the lease site or additional subleases being approved, staff expects
the site to continue generating the same revenue it has solely from the operation of Under the Sea
Gallery. If the lease site is redeveloped and businesses operating as proposed, then in ~2022 it is
expected revenues to the Harbor Fund from this site will increase approximately $10,000 to
$80,000 in year one from current levels, depending on what is negotiated in the lease and
assuming the lease site performs as expected.

Prepared By: EE Dept Review: EE
City Manager Review: City Attorney Review: __ JWP
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BACKGROUND

On August 22, 2017, the City Council granted a conditional Consent of Landowner (COL) for the
redevelopment of lease site 87-88/87W-88W, located at 833 Embarcadero road and commonly
known as “Off the Hook” restaurant, to TLC Family Enterprises based on its site redevelopment
proposal. A copy of that COL is included with this staff report as Attachment 1.

In addition to setting definitive timeline performance standards in the COL for various aspects of the
project and process, Council directed staff to bring back, in ~90 days, an update on the status of
conditions 1-4 in the COL, which had a November 1, 2017 deadline to perform, in order to evaluate
whether or not the performance parameters for these items had been met.

The minutes to the August 22, 2017 Council meeting can be found at this link:
http://www.morro-bay.ca.us/ArchiveCenter/ViewFile/ltem/4419

Due to the significant personnel changes that have occurred with the City Manager and Finance
Director positions in recent months, TLC requested a ~two-week extension of the November 1
deadline for submission of its business and marketing plans in order to enable discussions with the
new permanent personnel in those positions about those plans before submitting them. With the
authority granted in the COL document, Interim City Manager Marty Lomeli granted that extension
until November 13, 2017.

TLC successfully submitted the required materials within the deadlines.

DISCUSSION
Addressing the COL conditions 1-4:

1. Evidence of Available Financing. TLC submitted an updated Letter of Interest from Mid Coast
Capital (MCC), as well as a Preliminary Expression of Interest from American Riviera Bank. In
addition, an Expression of Interest letter was provided from Community West Bank, but it was
submitted after the November 1 deadline.

Mid Coast has pledged $3.0M in financing, while American Riviera states the amount is to be
determined, with a 65% loan-to-value (LTV) cap for a conventional loan, and 70% LTV cap on a
government guaranteed (USDA) loan. Community West indicates a $2.7M loan amount.

TLC proposes the project will be financed through a capital investment from TLC of $1.2M, an
interest-only construction loan at 5.7% and a 25-year final loan at 4.76% for $2.7M, totaling $3.9M.
This is to include ~$200K cash working capital at doors-opening for business start-up. Some of
those costs would be covered from substantiated personal assets of the owners of TLC.

TLC’s total project cost estimate for lending purposes, including construction start-up “soft” costs
and operational and other start-up costs, is $3.6M to get the doors open for business. With TLC
indicating an interest-only construction loan need of $2.7M, a 75% loan-to-cost (LTC) ratio is
indicated. This means TLC is investing 25% of the project’s costs through construction, or $900K
“out-of-pocket,” which ratio is well within the industry norm.

After construction, the interest-only loan would be converted to a permanent loan with standard
terms. TLC estimates start of construction in ~2020, completion in ~2021, first full year of operation
in ~2022, and with a final project value estimation of $4.15M. With a permanent loan of $2.7M and
a project as-built value of $4.15M, a 65% loan-to-value (LTV) ratio is indicated. This ratio falls at
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the favorable lower end of the general industry standard of 65%-80%, and within what American
Riviera Bank states is their maximum on a conventional loan.

In the financial documentation provided, TLC has satisfactorily demonstrated a combination of
current cash reserves, as evidenced by bank account statements, asset liquidity, as evidenced by
investment letter from Giovanni DeGarimore and Mr. DeGarimore’s bank statements, and future
savings capacity in the form of profit from Ms. Hansson’s four successful Under the Sea Gallery
retail shops (two in Morro Bay, one in Avila and one on Kauai, Hawaii) as evidenced by bank
deposit history, for their $1.2M capital investment they are bringing to the project in 2020 to satisfy
their lender’s borrowing ratio requirements.

Given the point at which the project is in the process timeline, without significant savings or
significant commercial development track record, an “expression of interest” (EOI) type of
commitment is likely the most a bank or other financier would be willing to commit to a development
of this nature. As such, given the proformas, business and marketing plans developed by TLC, and
financial evidence and information provided the lenders by TLC, it appears financing will be
available and three lenders are interested in funding the project at the $2.7M level.

Debt service coverage ratio (DSCR) is a metric designed to measure the ability of a business to
meet debt obligations without utilizing cash reserves. A debt service ratio of 1 would indicate that a
business has just enough income to cover all their debt costs, with nothing left over to cover
unexpected events. A debt service ratio of above 1 would indicate that a business has more than
enough operating income to pay all of its obligations while a ratio of less than 1 would indicate a
lack of cash flow to cover all debt costs. Credit standards for Small Business Lending typically
require a DSCR of 1.15 or higher. Given the size of this project a higher DSCR ranging between
1.5 to 2.0 would be appropriate as it would indicate the capacity of TLC to absorb any downward
fluctuations in their revenue estimates, increased costs or unexpected costs that were not projected
for.

The business plan submitted by TLC identifies a DSCR of 1.62 in year 2022, the first year of
operations. After review of the detail projected financial data, staff believes the estimates are
generally reasonable to support the DSCR of 1.62. Staff is further comforted by the fact that the
DSCR of 1.62 indicates there is capacity to absorb additional expenditures or reduced revenues
while still being able to meet the debt obligations.

In summary, staff has reviewed all the financial materials provided, including personal credit ratings
for both Ms. Hansson and Mr. Leage, the Expression of Interest and other financing documents
previously discussed, as well as a review of the financial plans and projections within the business
plans, with the following of note:

A. Cherise Hansson has a credit score falling in the middle of the “excellent” range (720-850)
as of August 2017, which would indicate a low credit risk at that point in time. Travis Leage’s
credit report did not provide a score; however, it did indicate a construction-related default
during the recent recession period, which was not unusual for that industry at the time.
Based on Expression of Interest letters provided, evidence of financing seems likely for a
project in this phase.

Start-up expenses and start-up construction costs generally seem reasonable.

Loan-to-Cost Ratio is 75% which is within industry standard.

Loan-to-Value Ratio is 65%, industry standard is 65%-80%.

w

moo
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F. The DSCR of 1.62 leaves capacity for absorbing expense and revenue variations from
projected.

G. TLC satisfactorily demonstrated the capacity to bring $1.2M capital investment to the
project.

H. A portion of the operating capital for the hotel start-up will be derived from a salary Mr.
Leage will pull from the construction loan as the project's general contractor and
construction manager.

2. Submission of a Professionally-Prepared Business Plan. TLC intends to operate the overall
lease site as one business entity, “HarborWalk Plaza,” with subleases for the retail, restaurant and
hotel portions, and the hotel being operated by TLC as a separate business entity, “HarborWalk
Inn.” As such, TLC submitted two business plans - one for HarborWalk Plaza, and one for
HarborWalk Inn. Both plans were submitted within the extended deadline, and prepared by
consulting firm Rabbit Hole Business Solutions of Atascadero. A summary of the primary financial
elements of the two business plans are included with this staff report as Attachment 2.

Each plan submitted by TLC includes the following sections: Executive Summary, Opportunity,
Execution, Company, Development Financial Plan, Operations Financial Plan and Harbor and City
Income, with sub-sections under each primary element. A typical business plan will include the
following general elements:

1. Executive Summary

2. Business Overview

3. Operations Plan

4. Market Analysis

5. Products and Services
6. Sales and Marketing
7. Competitive Analysis
8. Management Team
9. Financing Plan

10. Financial Projections

Staff have reviewed each plan, and believe they contain the necessary “industry-standard”
elements expected of such a plan, and thus are responsive to the requirements of the COL.

As to the elements of each plan, the business overview, operations plan, market analysis, services,
competitive analysis, and marketing plan and management team are comprehensive and described
with sufficient detail for this stage of the project. A business plan, however, should be routinely
refined as the project further develops, and staff would expect TLC Family Enterprises would
continue to elaborate and refine their plan should their project continue to move forward.

The business plans provided contain both Developmental and Operational financial plans and
forecasts. TLC has included information on key assumptions, start-up expenses and start-up
construction costs, cash flow analysis, source and use of funds and projected financials such as
profit and loss, balance sheets and projected cash flow statements for the years 2017 through 2021
as-applicable in the pre-construction years, and for 2022 through 2026 as-applicable post-
construction and operation.

As would be expected, TLC further defined forecasted financial data, including key assumptions
that drive the projections such as monthly rental basis. The business plans include revenue and
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expense forecast tables and charts, net profit or loss and cash flow projections from year 2022
through 2026. Projected balance sheets and cash flow statements through the same five-year
period are also included within the plans, including detail on the projected gross revenues for the
HarborWalk Plaza and HarborWalk Inn, as well as the projected Harbor Enterprise and City
revenues generated for Measure Q, the General Fund and TBID.

The business plan for the HarborWalk Inn provides monthly detailed projected profit and loss
statements, balance sheets and cash flow statements from June 2020 through May 2022 with
annual projections being provided for years 2022 through 2026.

In summary, staff has evaluated the two business plans submitted, with the following of note:

A. HarborWalk Plaza sublease pricing and revenue projections are generally reasonable and
assume a 2% annual increase. Year 1 revenue projections are largely in-line with, although
somewhat more conservative than (by approximately 12%), both the TLC and City
estimations from the August 22, 2017 Council item staff report when the COL was first
approved for TLC. By year 2-3, TLC’s current revenue projections match those that were
provided in August for Year 1.

B. HarborWalk Plaza expense projections are generally reasonable, and assume a 2% annual
increase where applicable.

C. HarborWalk Inn revenue projections appear low on Average Daily Rate (ADR), but high on
percent occupancy, in addition to being aggressive in their growth assumptions. As such,
TLC indicates hotel loss in Year 1 of ~$6,500, and profitability of ~$34,000 in Year 2. A
more conservative approach, using TLC’s expense projections, would use the City-wide
annual hotel growth trend of 6%, and indicate profitability in Year 4/5.

3. Submission of a Professionally-Prepared Marketing Plan. TLC submitted a marketing plan for
the development. It was submitted within the extended deadline, and prepared by consulting firm
Mental Marketing of Morro Bay. The marketing plan is included with this staff report as Attachment
3.

The marketing plan includes the following sections: Property Overview, Marketing Objectives and
Audiences, Tourism Trends Impacting Property, Property Marketing Approach, Program 1 — Pre-
Launch, Program 2 — Destination Co-Op PR and Program 3 — Paid Digital Media.

A typical marketing plan will include the following general elements:

Business Overview and Situation Analysis
Opportunities and Objectives

Market Analysis and Target Markets
Strategic Planning

Budgeting

Evaluation and Updating

RN~

Staff have reviewed the plan, and believe it contains the necessary “industry-standard” elements
expected of such a plan, and thus is responsive to the requirements of the COL.

In summary, staff, including the Tourism Manager, have evaluated the marketing plan, with the
following of note:
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A. TLC’s planned “LEED?” certification, if accomplished, stands to allow this project to build on a
new customer base not currently well-served in Morro Bay.

B. While the marketing plan does include goals and objectives, detail about how each objective
will be achieved is lacking. As in the business plans, the marketing plan should be routinely
refined as the project further develops. Part of this development should be implementation
timelines to ensure timely execution, and continued engagement of a professional marketing
agency.

C. TLC proposes a start-up ADR ($225) somewhat lower than the waterfront average ($250-
$275), and assumes a higher occupancy (70%) because of it, in addition to aggressive initial
year growth projections. As previously noted, a more conservative approach would be to
use the current waterfront ADR, occupancy rates and ~6% growth patterns, which if
assumed would indicate profitability in Year 4/5. That is more the norm in the industry and
pattern on our waterfront, but even as such, the project appears able to remain solvent to
weather the early start-up years given the financial capacity and financial plans
demonstrated.

D. The plan foresees partnering with vacation rentals and bringing them into the TBID to
expand available marketing funds. Since vacation rentals are not currently in the TBID, it
cannot be assumed leveraging them will increase TBID revenues.

4. Centennial Project Coordination and Financial Commitment. The COL requires TLC to show
evidence of coordination with the lease site owners adjacent to the Centennial Parkway Concept
Plan for joint participation in the plan. This was to include participation in building elements of the
plan, and demonstrated financial commitment to the funding mechanism the City eventually
develops to build the Centennial project.

TLC reported and provided evidence, in the form of email, text and phone records, of reaching out
to lessees Burt Caldwell with the Libertine Pub site, and Doug Redican with Rose’s Landing and
discussing mutually beneficial opportunities. Both Caldwell and Redican appear prepared to
coordinate with TLC and others on elements of the Centennial project that are mutually beneficial,
as that project progresses.

TLC continues to be committed to the development of some element of the Centennial plan in the
future, and has budgeted $20,000 to that effort as was evidenced in their business plan financials.

Staff, therefore, believe those efforts are responsive to the requirements of the COL.

CONCLUSION

Staff have analyzed TLC’s submitted plans and financial capacity, and conducted revenue and
expense calculations and comparisons to arrive at the conclusion the proposal still appears
financially viable as-proposed. TLC’s current revenue projections, although more conservative than
what they proposed previously, still indicate a financially viable redevelopment project. In addition,
it appears TLC will be adequately funded to complete the project, provided their own capital
investment meets their lender’s requirements when it comes time to fund, which currently appears
to be the case. Finally, TLC has the plans, project team members and business and marketing
participants with the apparent capacity to plan, permit, build and operate the project.

Staff, therefore, recommend the City Council deem TLC’s submission requirements of the COL
items 1-4 responsive to allow TLC to continue the process to redevelop lease Site 87-88/87W-88W.
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ATTACHMENTS
1. Council-approved and executed Consent of Landowner document.

2. Financial summary of HarborWalk Plaza and HarborWalk Inn Business Plans.
3. HarborWalk Plaza Marketing Plan.

CC.2017.12.12 Page 104 of 135



City of Morro Bay
Tidelands Trust Grant Properties
Consent of Landowner Agreement Form

Consent For:

Redevelopment of Lease Site 87-88/87W-88W, 833 Embarcadero Road,
by TLC Family Enterprises, as proposed in Revised Request for Proposals
response presented to the City Council on April 11, 2017, and negotiation of
new lease.

Site Location:_Lease Site 87-88/87W-88W. 833 Embarcadero. Morro Bay, CA 93442

Property Owner:_City of Morro Bay Telephone: 805-772-6254
Address:_595 Harbor St. City:_Morro Bay State: CA_ Zip: 93442
Applicant:_TLC Family Enterprises, Inc. Telephone: 805-441-1867
Address:__ City:_Morro Bay _ State: CA  Zip:_ 93442

[, as representative of the City of Morro Bay, the owner of record of the trust interest in the above noted
land for which an application for a Conditional Use Permit is being requested by the Applicant, do certify
Consent of Landowner is given for the preliminary site plans presented to the City Council on April 11,
2017 and to be submitted to the City of Morro Bay Community Development Department for processing in
accordance with the following timelines:

L.

(O8]

The Applicant must obtain evidence of available financing for completion of the project,
acceptable to the Finance Director and City Attorney. Such evidence could include letters of
Interest or commitment from accredited financiers, or proof of sufficient cash reserves committed
to fund the proposed project, on or before November 1, 2017 at 4:00 p.m. or this Consent of
Landowner Agreement will expire on November 2, 2017.

The Applicant must submit a professionally-prepared business plan for the proposed
redevelopment that includes industry-standard elements expected of such a plan on or before

November 1, 2017 at 4:00 p.m. or this Consent of Landowner Agreement will expire on November
2,2017.

. The Applicant must submit a professionally-prepared marketing plan for the proposed

redevelopment that includes industry-standard elements expected of such a plan on or before
November 1,2017 at 4:00 p.m. or this Consent of Landowner Agreement will expire on November
2,2017.

The Applicant must show evidence of coordination with lease site owners adjacent to the City’s
approved Centennial Parkway Concept Plan, for the area west of the Embarcadero, for
participation in building elements of the Centennial plan, and demonstrate financial commitment to
the funding mechanism the City develops to build the Centennial project, on or before November
1,2017 at 4:00 p.m. or this consent of Landowner Agreement will expire on November 2,2017.

01181.0024/403924.1
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5. The Applicant must file a complete application for a Conditional Use Permit for the project as-
proposed, per the City Planned Development Overlay Zone and Concept Plan Submittal
Requirements, with the Community Development Department by January 2, 2018 at 4:00 p.m. or
this Consent of Landowner Agreement will expire on January 3, 2018.

6. The Applicant must obtain Concept Plan approval from the Planning Commission and City
Council on or before August 31, 2018 at 4:00 p.m. or this Consent of Landowner Agreement will
expire on September 1, 2018.

7. The Applicant, after obtaining Concept Plan approval by the Planning Commission and City
Council, shall negotiate in good faith with the City for a new lease on the lease site. Upon
execution of the new lease, this Consent of Landowner Agreement shall no longer be of any effect.

If anew lease agreement is not executed by both parties on or before October 25, 2018, then this
Consent of Landowner Agreement shall expire on October 26,2018. Among other things, the lease

will include the following milestones, which if not met will automatically terminate the lease
without notice:

a. On or before 120 days after the lease is executed, the Applicant shall obtain evidence of

financing necessary for completion of the proposed project, as approved by the Finance
- Director and City Attorney.

b. The Applicant must file a complete application for a Coastal Development Permit from the
Coastal Commission, and any other necessary agency permits, for the approved Concept
Plan for the project on or before November 30 2018 at 4:00 p.m.

¢. The Applicant must obtain a Coastal Development Permit and other permits on or before
April 30,2019 at 4:00 p.m.

d. The Applicant must file a complete application for Precise Plan review by the Planning
Commission for the project by July 31, 2019 at 4:00 p.m. '

e. The Applicant must obtain Precise Plan approval from the Planning Commission for the
project on or before November 30, 2019 at 4:00 p.m.

f. The Applicant must file complete construction drawings and p Plans to obtain a building

permit from the Building Division for the project on or before February 28, 2020 at 4:00
p.m.

g. The Applicant must obtain the building permit on or before May 31, 2020 at 4:00 p.m.

h. The Applicant must commence construction for the approved project on or before August
31,2020. Commencement shall mean when the Applicant has incurred at least $50,000 of

anctrmictinn cncte far acthiial wnrls o Ho'@\or\f-r\v'lw camnlatad fAr +hn nraiant Aan tha qita
hard Constr uvtluu. COS5LS 10T actual Work satisraciorl Y vvipicicu 1oL dle plojelt O ule 81

pursuant to the approved building permit

1. The Applicant must complete construction for the approved project on or before August
31,2021, as evidenced by a Certificate of Occupancy issued by the City.

01181.0024/403924.1

CC.2017.12.12 Page 106 of 135



If, due to any reason within or outside the control of Applicant, as reasonably determined by the City
Manager, then one or more extensior/li to any or all of the compliance dates may be granted.

7 ,"/,/ ’ij !/
T I o/
/,f;’f’i P /’izyf/;?f 1 f}*f/} Zg) i £/ g />
Aartin Lefaeli, Interim Clty Manager / Datg”
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CITY OF MORRO BAY

R et

595 Harbor Sireet
Morro Bay, CA 93442

October 9, 2017

Cherise Hansson
TLC Family Enterprises, Inc.

Morro Bay, CA 93442

Dear Ms. Hansson,

Thank you for your request for an extension of the deadlines for filing TLC's business and
marketing plans, as required by the Consent of Landowner (COL) for Lease Site 87-
88/87W-88W, 833 Embarcadero Road.

[ have reviewed that request with the Harbor Director and City Attorney. Due to the
significant personnel changes the City will be experiencing in the next few weeks, I have
determined, as expressly permitted in the COL, it is reasonable for those deadlines to be
extended through November 13, 2017. The item will be considered by the City Council at
the meeting of December 12, 2017. All other terms and conditions of the COL remain in full
force and effect.

We look forward to your continued efforts to improve the subject lease site and
community.

" Martin R. Lomeli
Interim City Manager

CC:  Eric Endersby, Harbor Director
Scot Graham, Community Development Director
Joseph Pannone, City Attorney

www.morro-bay.ca.us | (805) 772-6201 | www.facebook.com/CityofMarroBay

CC.2017.12.12 Page 108 of 135



HarborWalk Plaza & HarborWalk Inn Business Plan
Financial Summaries

Overall Projected Revenues — Year 1

Revenue Source Staff Analysis — Aug. 2017 TLC Business Plan
Retail Sales $578,400 * $478,000 ?
Restaurant Sales $1,222,780 8 $1,080,000 4
Hotel Sales $479,000 $402,300 6
Slip Rents $24,360 ’ $24,360 ’

Total Annual Lease Site $2,304,540 $1,984,660
Gross Revenue

Notes:
1. 1,446 square feet of retail space at $400/ft?/year.
2. 1,446 square feet of retail space at $331/ft?/year.
3. 2,375 square feet of restaurant space at $470/ft2/year, and 318 square feet of fast food sales space at $335/ft%/year.
4. TLC estimate.
5. 7 rooms with $250 average daily rate (ADR), 75% (initial stabilized) occupancy.
6. 7 rooms with $225 ADR, 70% (start-up) occupancy.
7. 4 35-foot slips at $14.50/foot/month each ($507.50/month).
HarborWalk Plaza Profit & Loss, Liabilities and Cash
Totals 2022 2023 2024 2025 2026
Gross Revenues $433,700 $442,300 $451,200 $460,200 $469,400
Operating Expenses $134,300 $128,400 $130,600 $132,800 $135,000
Net Operating Income $299,400 $313,900 $320,600 $327,400 $334,400
Fixed Expenses $232,700 $234,100 $233,400 $232,600 $231,700
Net Profit $66,700 $79,800 $87,200 $94,800 $102,700
Total Liabilities $2,566,900 $2,506,200 | $2,440,300 | $2,371,200 | $2,298,700
Cash at End of Period $272,700 $329,600 $378,700 $412,200 $430,100
HarborWalk Inn Profit & Loss - Operations
Totals 2022 2023 2024 2025 2026
Gross Revenues $402,300 $450,500 $500,800 $534,300 | $564,700
Direct Costs $1,600 $1,800 $2,000 $2,100 $2,200
Operating Expenses $377,400 $382,600 $403,600 $419,300 | $434,100
Net Operating Income $23,300 $66,100 $95,200 $112,900 | $128,400
Fixed Expenses $30,000 $35,900 $43,000 $46,600 $49,700
Net Profit (Loss) ($6,700) $30,200 $52,200 $66,300 $78,700
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AGENDA NO: C-2 ADDENDUM

MEETING DATE: December 12, 2017

ADDENDUM

TO: Honorable Mayor and City Council DATE: December 8, 2017

FROM: Rob Livick, Public Works Director
Jennifer Callaway, Finance Director

SUBJECT: Receive Water Reclamation Facility Fiscal Year 2016-17 4" Quarter Program
Budget Update and Provide Comments and Direction as Deemed Appropriate

BACKGROUND

Prior to the WRFCAC meeting on December 5, 2017 a series of 6 questions were received related
to the committee report. Staff verbally responded to those questions during the discussion of this
item. Attachment 1 is a listing of the questions and summary of staff's response.

In addition, at the City Council meeting on November 14, 2017, the Morro Bay City Council directed
staff to review the 4" quarter program expenditures and budget for the Water Reclamation Facility
(WRF) project and report back to Council at the December 12, 2017 Council meeting. The direction
was to provide the updated quarterly financials in the traditional format to Council, and the WRFCAC
if time permitted.

Staff completed the review of the 4™ quarter WRF expenditures and budget and provided a program
budget update to the WRFCAC at the regularly scheduled meeting on Tuesday, December 5, 2017.
During the presentation, staff indicated that the 4" quarter expenditures and budget were being
provided, however cash balances for the Sewer Fund were not provided as City staff was in the
process of verifying those balances and had outstanding questions to discuss with prior City staff.
The updated cash balance for the Sewer Fund would be provided for the Council discussion on
Tuesday, December 12, 2017.

FISCAL IMPACT

The reported cash balances in the City’s adopted budget, beginning in FY 2015/16, were overstated,
resulting in a cumulative difference through FY 2017/18 of $813,471 less than originally projected.
However, it is important to clarify that no actual funds are unaccounted for, rather they were reported
inaccurately through the budget documents and previous WREF financial reports.

DISCUSSION

In July 2017, the City Council and community were presented with financial information from the

Prepared By: _ RL, JC Dept Review:
City Manager Review: __SJC City Attorney Review:
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budget document regarding the WRF project, including cash balances for the Sewer and Water
Accumulation Funds. The cash balances that were provided for the Sewer Accumulation Fund were

as follows:

Sewer Accumulation Fund

2013/14 2014/15 2015/16* 2016/17 2017/18
Actual Actual Actual Projected Budgeted
Beginning Cash Balance $3,714,093 | $3,964,766 | $4,209,495 | $6,334,741 $8,330,242
Ending Cash Balance $3,964,766 | $4,209,495 | $6,334,741 | $8,330,242 $5,113,924
Source/(use of) Fund
Balance $250,673 $244,729 | $2,125,246 | $1,995,501 ($3,216,318)

*First Year of Sewer Rate increases went into effect

These balances were provided as part of the adopted FY 2017/18 budget (page 94 of the budget
document is provided as Attachment 2 for reference).

In preparing the requested financial update for Council, staff began to verify the prior reported cash
balances and determined that effective in FY 2015/16, forward into FY 2017/18, the reported cash
balances in those budgets were not in agreement with the cash balances in the City’s finance system
(New World). The chart below shows the previously reported cash balances compared to the actual
cash balances that staff have verified in the City’s financial system, and notes the difference:

Sewer Accumulation Fund

2015/16 2015/16
Per Adopted Budget | Actual - Per City's Finance System Difference
Beginning Cash Balance $4,209,495 $4,209,495
Ending Cash Balance $6,334,741 $4,337,164 ($1,997,577)
Source/(use of) Fund Balance $2,125,246 $127,669
2016/17 2016/17
Per Adopted Budget | Actual - Per City's Finance System Difference
Beginning Cash Balance $6,334,741 $4,337,164
Ending Cash Balance $8,330,242 $5,646,241 ($2,684,001)
Source/(use of) Fund Balance $1,995,501 $1,309,077
2017/18 2017/18
Per Adopted Budget Corrected Budgeted Amounts Difference
Beginning Cash Balance $8,330,242 $5,646,241
Ending Cash Balance $5,113,924 $4,300,453 |* ($813,471)
Source/(use of) Fund Balance ($3,216,318) ($1,345,788)

* The Ending projected cash balance atJune 30,2018 includes an adjustment of a double counting of the MB/CSD
Wastewater Treatment Plant in the amount of $1.87 million. Effectively, this helps to mitigate the prior year variances.
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The overstatements that were presented to Council in July 2017 were drawn from budget documents.
Therefore, staff reviewed all related cash transactions, beginning with FY 2015/16, that affected the
Sewer Revenue and Accumulation funds. In addition, staff reviewed the budget spreadsheets to
determine where the discrepancy occurred and to reconcile to the financial system to ensure all funds
are accounted for. Based on this review, staff determined that the overstatement occurred only in
the budget document, which was separate and independent of the City’s financial system. The city’s
financial system is accurate and reflective of true program revenues and expenditures.

The primary causes of the overstatement in the budget of cash balances versus actual cash balance
in FY 2015/16 was twofold:

First, the adopted budget sheets for the FY 2017/18 budget reported actual figures for FY 2015/16.
Those actual figures reported were, in some cases, not updated to the true actuals; instead they were
budgeted figures for the year. As a result, the Morro Bay/Cayucos Sanitation District (MB/CSD)
Wastewater Treatment Plant expenditure of $1.67 million was not captured in the actual number
reported for FY 2015/16. The chart below is a snapshot of the relevant budget page. Highlighted in
yellow is the missing expenditure (see next page for chart).
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* This is a double counting of the MB/CSD Wastewater Treatment Plant and should be removed from the expenditures. This is further
discussed later in the report.

Staff has confirmed that the annual $1.67 million expense for the city’s share of the existing system
did occur, was accurately recorded in the New World system and accounted for in the FY 2015/16
annual audit. The error only affected reported cash balances on the budget versus actual report in
the July 2017 update.

Second, the FY 2015/16 actual numbers reported in the FY 2017/18 adopted budget did not capture
the Capital project costs, or CIP costs, related to the current WRF project. In FY 2015/16 the capital
projects totaled $1.8 million dollars. These projects impact cash and should have been accounted
for in the reported cash balances in the budget document. Staff has confirmed the capital projects
expenses were incurred and were correctly recorded on the City’s books.
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The offsetting difference for FY 2015/16 is a combination of other adopted figures being reported as
actuals, pre-paid, accrual and receivable items.

Ending cash balances carryforward into the following fiscal year as beginning cash balances.
Therefore, with the initial overstatement being reported in FY 2015/16, this resulted in the following
years cash balances being impacted.

Fiscal Year 2017/18 Adopted Sewer Accumulation Fund Budget

In the adopted budget, the June 30, 2018 cash balance in the sewer accumulation fund was projected
to be $5.1 million. With the corrected cash balances brought forward, the new projected June 30,
2018 cash balance would be $2.4 million. However, it has been noted that there was a double
counting within the adopted budget for FY 2017/18 of the MB/CSD Wastewater Treatment Plant
costs, totaling $1.87 million. Based on staff’s review, the FY 2017/18 adopted budget for the sewer
fund does appear to have double counted the expense. Therefore, with the removal of the $1.87
million dollars from the expenditure budget, the new projected June 30, 2018 cash balance in the
Sewer Accumulation fund is $4.3 million, a difference of $813,000 from the previously reported
estimates.

It is important to note, that the new projected cash balance amount of $4.3 million is inclusive of the
WRF project budget of $4.2 million for FY 2017/18, meaning that the Council and community have
sufficient cash on hand to continue with the budgeted project expenditures.

CONCLUSION

In honoring the commitment to transparency and professional due diligence, staff felt it was incumbent
to daylight these overstatements as soon as they were confirmed. As such, staff is continuing to work
on verifying all funds reported cash balances in the budget document, will work to reconcile any
differences from the actual cash balances that may be discovered, and report back to Council in
January 2018 with a comprehensive summary of our findings.

ATTACHMENTS

1. Questions and Staff's Response for WRFCAC Meeting on November 14, 2017
2. Sewer Accumulation Fund Adopted FY 2017/18 Budget
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AGENDA NO: C-2 ADDENDUM
ATTACHMENT: 1
MEETING DATE: December 12, 2017

Questions Received Prior to the WRFCAC meeting at 1300 on December 4, 2017 (Staff responses are in
Bold)

1. Minutes of 7/5/17 meeting (bottom of first paragraph): EPA’s website address is incorrect.
Please change this address to read: epa.gov/waterfinancecenter.
Minutes corrected

2. Staff Report dated 11/29/17 (B-1)
Page 5, Economic Outreach: Lobbying support expenditures year-to-date are $18,017.
What services has the Ferguson Group provided other than lobbying for the dredging of
Morro Bay’s harbor?
The Ferguson Group does not provide any assistance for the dredging of the Morro Bay
Harbor. The Ferguson Group provides advocacy services at the federal level focused on
project funding and favorable legislative and regulatory action. In that effort, TFG has
assisted with outreach to the USEPA, USDA, USBR, and Congressman Carbajal’s office and
has facilitated meeting with the same.

Page 6, Printing Advertising: Year-to-date expenditures by outside vendors for copies,
printing, and postage to develop and distribute WRF program materials are $25,592. One
way to reduce this cost (especially postage) is to develop (in-house) Qs & As (one page) on
different WRF topics and include these with the City’s monthly water/sewer bills.

Yes, the Staff can incorporate FAQs or Q and As and incorporate into the water/sewer
bills. Since not all citizens of Morro Bay receive a printed water/sewer bill, staff would
also keep these FAQs updated on the website and have printed material available at the
public counter.

Page 7, second paragraph: The report states that the City was awarded a $10.3 million SRF
planning and design loan from the SWRCB. Is this loan still viable? (In other words, is there a
requirement to start spending the award by a certain date or the award is withdrawn?)

The State Revolving Fund (SRF) Planning and Design loan is still active. The City has not
needed to access those loan funds, as there has been sufficient funds available within the
Sewer Enterprise Accumulation Fund. Once the Design-Build contract notice to proceed is
issued, the City will need to access the SRF Planning and Design funds to fund the first
steps into the design for the design build process prior.

Page 7, third paragraph: Has the City actually started to write the application for the WIFIA
loan from EPA? And if so, has the City encountered any stumbling blocks? (The report only
mentions an initial conference call with EPA staff.)

The City has not started filling out the actual EPA WIFIA application forms. Staff has been
working with our EPA WIFIA program manager to develop the technical and
environmental packages needed to support the application. Additionally we are
coordinating between the two subsidized loans WIFIA and SRF to minimize the duplication
of effort.
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Quarterly Budget Summary for 4Q2016/17

Page 2, Property Acquisition: What does the $30,500 expenditure reflect?
$5,500 in appraisal fees and $25,000 payment to the property owner for an option on the
Righetti property. The option expired and is no longer in effect.

Page 2, SRF Loan: Has the City been awarded $59,937,500 for a SRF construction loan or is
this just an estimate? (I was led to believe that SRF loans for future projects were uncertain.
Has this situation changed?)

The City does not have a SRF construction loan in hand. $59,937,500 is an estimate of
potential revenue available given the existing rate structure.

Staff Report dated 11/29/17 (B-2)

e Program Schedule Update: Suggest moving up the deliverable date for the rate study to
April since the final analysis will be completed in February. Also suggest holding the Prop
218 hearing in May instead of June. These changes would allow the City more time to make
last minute edits to the WIFIA loan application.

The rate analysis and Prop 218 process will rely upon the costs prepared by the Design
Build firms responding to the RFP. Those proposals will not be due until the end of April
2018.

Morro Bay WRF Project Schedule

e Lineitem 167: Task 106 — Grant and Loan Pursuit and Management. How does this task
relate to Ferguson’s lobbying work? (In other words, are the City’s consultants and lobbyists
coordinating their efforts to obtain funding for the WRF?)

Both Kestrel and the Ferguson Group are coordinating their efforts through City staff and
the Program Management Team. The Ferguson Group provides advocacy at the federal
level while Kestrel coordinates with local and regional agency staff and prepares funding
applications.

Staff Report dated 11/29/17 (B-3 rev 1)
Discussion, bullet 1: With regard to the WRFCAC members who are chosen to assist in the
review of the SOQs, | suggest that they ask the interviewees to provide examples of creative

solutions they have implemented in the past to reduce project costs.
Comment noted and is one of the existing evaluation criteria for the SOQ
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ATTACHMENT 2

CITY OF MORRO BAY

2017/18 ADOPTED BUDGET

SEWER ACCUMULATION FUND

- 2016/17 2017/18
2013/14 2014/15 2015/16 Amended Adopted
Actual Actual Actual Budget Budget
Beginning cash balance $ 3,714,093 $ 3,964,766 $ 4,209,495 $ 6,334,741 8,330,242
Revenues from:
Impact fees 54,256 82,103 50,000 60,000 41,115
Interest income 24,209 - - - -
Subtotal 78,465 82,103 50,000 60,000 41,115
Transfers in from:
Revenue fund 362,900 322,094 3,534,636 2,152,872 1,181,142
Subtotal 362,900 322,094 3,534,636 2,152,872 1,181,142
Total revenues and transfers in 441,365 404,197 3,584,636 2,212,872 1,222,257
Capital improvements - (44,468) (1,319,390) 1 (40,000) (4,261,204)
Transfer out to:
Sewer Equipment Replacement Fund (115,000) (115,000) (140,000) (177,371) (177,371)
Sewer Revenue Fund (75,692) - - - -
Subtotal (190,692) (115,000) (140,000) (177,371) (177,371)
Total capital and transfers out (190,692) (159,468) (1,459,390) (217,371) (4,438,575)
Revenues and transfers over(under)
capital improvements and transfers out 250,673 244,729 2,125,246 1,995,501 (3,216,318)
Ending cash balance $ 3,964,766 $ 4,209,495 $ 6,334,741 ¢ 8,330,242 $ 5,113,924

The FY 17/18 expenditure is $4,261,204 for the WWTP Relocation and Replacement project (WRF).
1 Represents anticipated spending throug June 30 2017. The majority of appropriations for Capital Projects will go unexpended for FY 2016/17

2017/18 Adopted Budget Page 94
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AGENDA NO: C-2

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: November 30, 2017

FROM: Rob Livick, Public Works Director
Jennifer Callaway, Finance Director

SUBJECT: Receive Water Reclamation Facility Fiscal Year 2016-17 4" Quarter Program
Budget Update and Provide Comments and Direction as Deemed Appropriate

RECOMMENDATION
Staff recommends that City Council receive and file the budget status report of the WRF program
and provide direction, as deemed appropriate.

ALTERNATIVES
No alternatives are recommended

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

DISCUSSION

Staff has prepared a budget update for the fourth quarter of fiscal year 2016/17 (4Q16/17). The
third quarter budget update was presented to Council in early August 2017. The delay in producing
the 4Q16/17 report is a result of staffing transitions, particularly within the Finance Department and
City Manager’s Office. During the November 14, 2017, City Council meeting, the City Council
directed staff to prepare a 4Q16/17 budget update for the December 12, 2017, Council meeting.
The direction was to provide the budget update in the traditional format for the Council and
community to review.

The Program Management Team and City Staff have previously developed a budget and expense
report format with input from the WRFCAC Financial Subcommittee. The summary is attached, and
includes all City WRF expenses (including staff time with benefits, copies, and other office
expenses) in addition to the consultant contracts. The first page shows budget and expense figures
for the quarter and the fiscal year; and the second page contains the project totals. The final page
provides a higher level of detail on budget status of individual consultant contracts since inception
of the project.

This report is meant to be provided quarterly to both the City Council and WRFCAC, and currently
represents expenses through June 30, 2017.

The following items should be noted:

Prepared By: ___RL, JC Dept Review:
City Manager Review: __SJC City Attorney Review: _ JPW_
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e Since issuance of the 3™ quarter report, new line items included in this 4" quarter report
include legal services (account 6101), Economic Outreach (account 6140), and Fuel Oil &
Lubricants (account 5110).

e The line item under Contractual Services for the Rate Study has been changed to “Rate
Study — preliminary analysis costs.” That is because the Rate Study contract and invoices
are now being tracked with the other consultant contracts and is grouped with Current
Consultant Contracts.

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 of
July through June of the following calendar year) 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.

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 are no further

encumbrances

Current  Consultant

Contracts

Summary of Page 3 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 | Contract attorney fees for | --
Support input on water reuse
alternatives and legal
constraints
Rate Study — | Contract services for | These work efforts were completed before the

Preliminary Analysis
Costs

preliminary analysis of rate
increase for funding

rate study to assist in early estimates of rate
impacts. Subsequent expenses are included
with “Current Consultant Contracts”

Legal Services

Attorney fees for the WRF
Project

Economic Outreach

Costs for lobbying support
from State and Federal
representatives and agencies

This is the cost for professional services from
The Ferguson Group. These costs are not
tracked in Procore and invoices are sent
directly to the City.

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
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Laboratory/Sampling

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

Printing and

Advertising

Costs from outside vendors
for copies, printing, and
postage to develop and
distribute WRF  Program
materials

Software License

and Fees

Fee for Procore
Project/Construction

Management Software

Procore software is used to manage and track
consultant budgets and contracts, store
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

Equipment

Copier, monitor, telephone, | --
and other office equipment to
equip the Program Office in
the City Hall Annex

Costs for travel related to the | --
WREF project

Travel Expense

fuel oil and | --
for vehicular

Fuel Oil & Lubricants | Costs for
lubricants

maintenance

REVENUE: At this time, the City is funding the project through user rates, the Recycled Water
Facilities Planning Grant, and Supplemental Environmental Project (SEP) money from California
Department of Corrections and Rehabilitation for California’s Men’s Colony, and the State
Revolving Fund (SRF) Loan. 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 (such as
collections and treatment costs at the current sewer treatment plant). 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 2015
Rate Study) to increase the projected available revenue up to $70.3M. That assumed debt service
coverage would be reduced and reallocated by reprioritizing other wastewater capital projects. It is
assumed revenue for the WRF 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. That would occur after construction is complete, which is projected to start in FY 21/22
per the Bartle Wells Rate Study published in April 2017.

CC.2017.12.12 Page 121 of 135




The City increased sewer rates in 2015 in anticipation of the WRF project, along with other capital
needs within the current sewer system, 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 $10.375M
through loan proceeds to fund WRF expenses from FY 2014/15 through FY 2016/17, with $4M
budgeted through FY 15/16, and $6M budgeted for FY 2016/17.

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. Since the loan was approved January 20, 2017, WRF expenditures have been
paid from the sewer accumulation fund and no loan draws have been required to date. As the
project moves forward into further engineering design, it is anticipated that the loan will be utilized.

The City was informed it was one of eleven agencies across the United States invited to apply for
the Water Infrastructure Finance and Innovation Act (WIFIA) loan program from the Environmental
Protection Agency (EPA). The WRF Project was selected from over 40 submittals. That low-
interest loan program has a 35-year term with interest rates that are significantly lower than public
bonds. The loan application will be due in July of 2018 and the City has had an initial conference
call with the EPA staff managing the program.

ATTACHMENTS
1. Quarterly Budget Summary for 4Q2016/17
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City of Morro Bay

Advisory Committee (WRFCAC) Quarterly Budget Review Summary 4Q16/17

Key Definitions
Quarter 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 i Budget Projected Budgets
Accounts Current Quarter Fiscal Year To Date (YTD)
Fund/ Object Projected ‘ Percent | Projected | YTD Percent
Code Name Budget Expenditures ded Variance Budget Expenditures led Variance
321-8312 Contractual Services
6105 Past Siting Studies (Completed - no further encumbrance) - - - - - - - -
6105 Current Consultant Contracts (see P. 3) $802,851 $292,194 36.39% $510,657 $3,211,405 $1,220,399 38.00% $1,991,006
6105 Water Rights Legal Support (See Note 2) S0 30 - S0 30 S0 - 30
6105 Rate Study - preliminary analysis costs $0 $0 - $0 $0 $0 - $0
6101 Legal Services 50 $2,583 - (52,583) 0, $2,583 - ($2,583)
6140 Economic Outreach $0 $13,517 - ($13,517) $0 $18,017 - ($18,017)
Subtotal $802,851 $308,294 38.40% $494,557 $3,211,405 $1,240,999 38.64% $1,970,406
321-8312 Labor (Fully Burdened)
4910,4999 Labor and Benefits $15,000] $21,967] 146.45%| (56,967)] $60,000] $68,248| 113.75%| (58,248)|
Subtotal 515,000 21,967 146.45%| (56,967 60,000 568,248 113.75%| (58,248)|
321-8312 Other Costs -
6105, 6162 Laboratory/Sampling $34,500 $0 0.00% $34,500 $138,000 $11,845 8.58% $126,155
5199,5305, 6106,
6105,6710 Printing and Advertising S0 $11,165 - ($11,165) S0, $25,592 - ($25,592)
5199 Software license and fees S0 $0, - S0 $42,204/ S0 0.00% $42,204
5199,7101 Property Acquisition $0 $0 - $0 $2,425,000 $0 0.00% $2,425,000
5199, 6106, 6750 [Program office equipment $500 $777 155.43% (5277) $2,000 $4,278 - ($2,278)
5199, 6514, 6510 | Travel expense S0 $471 - (5471) S0, $921 - ($921)
5110 Fuel oil & lubricants $0 $37 - ($37) $0 $75 - (875)
Subtotal $35,000 $12,450. 35.57% $22,550 $2,607,204 $42,711 1.64% $2,564,493
TOTALS $852,851 $342,711 40.18% $510,140 $5,878,609 $1,351,958 23.00% $4,526,651
Difference from City Adopted Budget ($67,996)
City Adopted Budget $5,946,605
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
Bliflet Brdget
Accounts (See Note 1) Current Quarter Fiscal Year To Date (YTD)
Funding Revenue Projected ‘ Recognized Percent | Proji d | YTD R ized| Percent
Source Name Budget ized Variance Budget R ized Variance
SWRCB Grants
Recycled Water Planning Grant $0| $D| 0.00%| S0 | $O| $0| - | $0 |
Subtotal 50| | 0.00%] 50 | | 0| - | 50 |
SWRCB i Project
SEP from California Men's Colony| so] so| 0.00%] S0 | so] so] 0.00%] 50|
Subtotal 50| 0] 0.00%] 50 | 0] 50| 0.00%| $0 |
SWRCB State ing Fund (SRF) Loan
SRF Planning Loan Proceeds $852,851 0, 0.00% ($852,851) 45,878,609 50 0.00% ($5,878,609)
SRF Construction Loan Proceeds $0 S0 0.00% $0 S0 $0 0.00% $0
Subtotal $852,851 $0 0.00% ($852,851) $5,878,609 30 0.00% ($5,878,609)
User Rates Cash funds from Current Operations
Cash funds from Current Operations S0 $342,711 - $342,711 $0 $1,351,958 - $1,351,958
Subtotal S0 $342,711 - $342,711 $0 $1,351,958 - $1,351,958
TOTALS $852,851 $342,711 40.18%|  ($510,140) $5,878,609 $1,351,958 23.00%| ($4,526,651)
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 for iture: i 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.

7) City adopted budget differs from WRF budget sheet for fiscal year 2016/2017 presented at June 14, 2016 City Council Meeting. P.10of3
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City of Morro Bay

Water Reclamation Facility Advisory Committee (WRFCAC) Quarterly Budget Review Summary 4Q16/17

EXPENDITURES

Key Definitions

Sum Of All Project
Encumbrance |Contracts Less Actual Expenditures
Balance Against Contracts (See Note 3)
Accounts Total Project
Fund/ Object Amended Encumbrance Percent
Code Name Budget Expenditures Balance Expended Variance
321-8312 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 $2,666,461 $1,986,606 57.31% $1,986,606
6105 Water Rights Legal Support (See Note 2) $0 $7,880 $0 - (57,880)
6105 Rate Study - preliminary analysis costs $0 $1,457 $0 - (51,457)
6101 Legal Services $0 $2,583 $0 - ($2,583)
6140 Economic Outreach S0 $18,017 30 - ($18,017)
Subtotal $5,187,485 $3,144,455 $1,986,606 60.62% $2,043,030
321-8312 Labor (Fully Burdened)
4910,4999 Labor and Benefits [ $400,000] $281,261] 50| 70.32%| $118,739
Subtotal | $400,000] $281,261 s0] 70.32%| $118,739
321-8312 Other Costs =
6105,6162 | Laboratory/Sampling $200,000 $35,483 $0 - $164,517
5199,5305, 6106,
6105,6710 Printing and Advertising S0 $40,178 $0 - ($40,178)
5199 Software license and fees $371,205 $42,206 $329,000 11.37% $329,000
5199,7101 Property Acquisition $2,425,000 $30,500 $0 - $2,394,500
5199, 6106, 6750 | Program office equipment $2,000 $8,529 $0 - ($6,529)
5199, 6514, 6510 |Travel expense $0 $1,300 $0 - ($1,300)
5110 Fuel oil & lubricants $0 $75 $0 - (875)
Subtotal $2,998,205 $158,271 $329,000 5.28% $2,839,934
TOTALS $8,585,690 $3,583,987 $2,315,606 41.74% $5,001,703
Difference from City Adopted Budget
City Adopted Budget
REVENUE
Key Definitions
Accounts (See Note 1) Total Project
Funding Revenue A ded Ri ized Percent
Recycled Water Planning Grant $75,000 S0 0.00% ($75,000)
(Approval Pending) $0 S0 0.00% $0
$0 $0 0.00% S0
Subtotal $75,000 $0 0.00% ($75,000)
SWRCB i Project
SEP from California Men's Colony | $87,361] $87,361] [ 100.00%] 50
Subtotal| 587,361 87,361 [ 100.00% 50
SWRCB State Revolving Fund (SRF) Loan
SRF Planning Loan Proceeds $10,375,000 S0 0.00% ($10,375,000)
SRF Construction Loan Proceeds $59,937,500 S0 0.00% ($59,937,500)
Subtotal $70,312,500 $0 0.00% ($70,312,500)
User Rates Cash funds from Current O,
Cash funds from Current Operations S0 $3,496,625 0.00% $3,496,625
Subtotal $0 $3,496,625 0.00% $0
TOTALS $70,474,861 $3,583,987 5.09%| ($66,890,874)

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

3) Encumbrance balance is only for diture: iated with contracts.

4) Total Project Amended Budget based on May 2015 Water and Sewer Rate Study. Original budget was

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

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

Pg.20f3
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City of Morro Bay

Water Reclamation Facility Advisory Committee (WRFCAC) Consultant Contract Summary (From Inception through 06-30-2017)

Current Consultant Contracts

Total With Pending

Approved Approved Change
Number [Title Status Total Change Orders |Change Orders |[Draw Requests |Total Payments [Total Remaining |% Paid % Complete |[Orders Vendor
SC--001 Facility Master Plan Approved $710,123.00 $123,819.00 $833,942.00 $833,936.85 $826,246.65 $7,695.35 99% 100% $0.00 |Black & Veatch
SC--002 CEQA/NEPA Documentation and Consulting Approved $346,538.00 $0.00 $346,538.00 $71,283.11 $57,161.06 $289,376.94 16% 21% $0.00 |ESA
SC--003 Fatal Flaw Cultural Resources Approved $18,260.87 $40,056.56 $58,317.43 $45,959.60 $41,559.60 $16,757.83 71% 79% $0.00 |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 88% 100% $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 80% 100% $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% 100% $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 82% 87% $0.00 |Larry Walker Associates
SC--009 |MacElvaine Property (SE) - Fatal Flaw - Geotech and Initial Hydrologic Fiel| Approved $38,600.00 $47,800.00 $86,400.00 $86,364.95 $86,364.95 $35.05 100% 100% $0.00 |Fugro
SC--010 |Grant and Loan Funding - Tracking and SRF Support Approved $65,752.00 $0.00 $65,752.00 $51,576.97 $50,076.97 $15,675.03 76% 78% $0.00 |Kestrel
SC--011 2015 Program Management Approved $920,808.00 $1,248,766.00 | $2,169,574.00 $1,135,789.02 $989,762.94 $1,179,811.06 46% 52% $0.00 |MKN & Associates, Inc.
SC--012  |Evaluate Alternative Concepts for Disposal of Treated Effluent Approved $22,000.00 $135,947.00 $157,947.00 $157,889.19 $142,986.55 $14,960.45 91% 100% $0.00 |GSI Water Solutions
SC--013  |Geotechnical Services Righetti |l Site Approved $35,902.00 $0.00 $35,902.00 $27,325.35 $27,325.35 $8,576.65 76% 100% $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 $27,774.00 $2,076.00 93% 93% $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 97% 97% $0.00 |Yeh and Associates
SC--016  |Rate Study Update - WRF Project Alternatives Approved $36,800.00 $0.00 $36,800.00 $15,811.10 $15,811.10 $20,988.90 43% 43% $0.00 |Bartle Wells Associates
SC--017 |Flow Monitoring Services Approved $105,000.00 $0.00 $105,000.00 $56,005.44 $41,619.31 $105,000.00 0% 0% $0.00 |V&A
Total $2,460,402.87 | $1,633,468.56 | $4,093,871.43 $2,666,461.00 | $2,460,403.40 $1,675,087.34 60% 65% $0.00

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.
3) Total Draw Requests are equivalent to Total Project Expenditures for Current Consultant Contracts on Page 2, not including Total Draw Requests for SC--016, which are reflected in the Rate Study line item on Page 2.
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AGENDA NO: C-3

MEETING DATE: December 12, 2017

Staff Report

TO: Honorable Mayor and City Council DATE: December 4, 2017
FROM: Dana Swanson, City Clerk

SUBJECT: Review of Council Subcommittee Proposed Changes to the Council Policies
& Procedures and Advisory Board Bylaws and Adoption of Resolution No.
65-17 Amending the Advisory Board By-Laws regarding Appointment and
Qualifications of Members and Meeting Frequency for the Recreation and
Parks Commission

RECOMMENDATION

Staff recommends the City Council review the Council subcommittee list of proposed changes to
the Council Policies & Procedures and Advisory Board Bylaws, and adopt Resolution No. 65-17
amending the Advisory Board By-Laws for the Recreation and Parks Commission (“RPC”) to
reduce the number of Commissioners from seven to five and reduce the number of regular
meetings from eight to six per year.

ALTERNATIVES
None are proposed

FISCAL IMPACT
There is no fiscal impact associated with this action.

BACKGROUND and DISCUSSION

Council Policies & Procedures / Advisory Board Handbook & By-laws

At its August 22, 2017, regular meeting, the Council established a subcommittee consisting of
Mayor Irons and Council Member McPherson to work with staff to review the Council Policies &
Procedures and Advisory Board Bylaws in their entirety, consider the possible revisions presented
in that staff report and any others deemed necessary, then return to Council with proposed
revisions for consideration and adoption.

That subcommittee has developed list of proposed changes to each policy document, which is
included as Attachment 1 for Council consideration. The subcommittee requests a brief
discussion to establish Council concurrence those are appropriate areas of focus as they move
forward with developing new policy language. Those proposed changes will be brought back to
Council at a future meeting for further discussion and adoption.

Recreation and Parks Commission
One proposed item for Council consideration that is more time sensitive than others, is the number
of members and meeting frequency of the RPC. The RPC is comprised of seven voting members,

Prepared By: DS Dept Review:

City Manager Review: SJC City Attorney Review: JWP
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five of which must be qualified electors of the City of Morro Bay. Each year the City prepares a list
of appointments and conducts a recruitment to fill upcoming vacancies for appointive terms that
will expire on January 31 of the upcoming year. The list of current appointments and their
respective terms is provided as Attachment 2. The RPC currently has two vacancies and two
more members whose terms expire January 31, 2018. The notice of vacancies will be published in
the Bay News and posted at City Hall and the Morro Bay Library this week with interviews held in
early to mid-January. If the Council wishes to reduce the number of members to five, then staff
recommends that be done prior to the recruitment to fill current and upcoming vacancies.

In March 2016, the Council adopted Resolution No. 18-16 changing the meeting frequency of the
RPC from six to eight meetings per year. Staff has determined the additional regular meetings are
not necessary and recommends the policy revert back to meeting every other month in odd-
numbered months. Should issues arise that require immediate attention, staff will schedule an
occasional special meeting.

CONCLUSION

Staff recommends the City Council review the Council subcommittee list of proposed changes to
the Council Policies & Procedures and Advisory Board Bylaws, and adopt Resolution No. 65-17
amending the Advisory Board By-Laws for the Recreation and Parks Commission (“RPC”) to
reduce the number of Commissioners from seven to five and reduce the number of regular
meetings from eight to six per year.

ATTACHMENTS
1. Council Subcommittee Comments dated 11/28/17
2. 2017 List of Commissions and Boards as of 12/5/17
3. Proposed Resolution No. 65-17
4. Link to Council Policies & Procedures
5. Link to Advisory Board Bylaws
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Council Subcommittee (Jamie & Marlys); Marlys’ Comments, 11/28/17

Proposed Changes to Advisory Board Handbook & By-Laws

Change Title to Advisory Body Handbook & By-Laws
Update City’s mission statement
Fix typos and language edits
Include relevant information from Council Policies & Procedures instead of asking advisory
members to read it in entirety (some of which is not applicable). Following are topics to be
included in the Advisory Body Handbook & By-Laws:
a. Council/Advisory Body relationship conduct & expectations; role of advisory bodies
b. Meeting procedures (e.g., follow council procedures? Include moment of silence
and/or pledge of allegiance?)
Civil behavior and civil discourse policies
Work plans
Advisory body/staff relationship
Formation of sub-committees
Reconsideration of issues
Providing comments to Council
Violation of advisory body policies
j. Resignation notification
5. Include training requirements
Include a brief discussion of special committees, e.g., WRFCAC and GPAC
7. Include more information and detail on the vetting/selection process, e.g., Council may not
make an appointment when there is only one applicant
8. Expand section on the Brown Act to include information on violations, e.g., communicating
with other advisory body members and/or Council, serial meetings
9. Re Recreation & Parks Commission:
a. Change meeting schedule to reflect current practices
b. Revisit number of members and qualifications for membership
10. Re Tourism Business Improvement District Advisory Board:
a. No regular meeting schedule?
b. TBID mission statement is included; should be formally adopted by Council
11. Planning Commission: revisit duties to determine if all are still applicable
12. Citizens Financial Oversight Committee:
a. Decide on formal title (several different ones in use)
b. Revisit duties and eliminate those that are not being done, e.g., reviewing the annual
budget before Council makes a decision

El e

@ o a0

o

Proposed Changes to Council Policies & Procedures

1. Very few substantive changes to propose

2. Most changes involve expanding discussion to clarify an issue (e.g., study sessions, use of
facilities other than Vet’s Hall, meeting procedures)

Reorganize some sections, i.e., move to make reading more straightforward

Changes & discussion points recommended in July 21, 2017 staff report

5. Brown Act Chapter, include advisory board language

AW
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CITY OF MORRO BAY

2017 - COMMISSIONS AND BOARDS

PLANNING COMMISSION (5)

Name Title Appointed Expires

Gerald Luhr Chair 02-01-15 01-31-19
Jesus “Jesse” Barron Commissioner 10-24-17 01-31-21
Richard Sadowski Commissioner 02-01-15 01-31-19
Michael Lucas Commissioner 02-01-17 01-31-21
Joseph Ingraffia Commissioner 02-01-16 01-31-20

RECREATION AND PARKS COMMISSION (7)

Name Title Appointed Expires

Drew Sidaris Chair 02-01-17 01-31-21
Robert Swain Vice-Chair 02-01-14 01-31-18
Skip Sorich Commissioner 02-01-17 01-31-21
Jeffrey Cox Commissioner 05-18-15 01-31-18
Vacant as of 4-24-17 Commissioner 01-31-20
Vacant as of 11-16-17 Commissioner 01-31-21
Kevin Carroll Commissioner 06-23-15 01-31-20

Updated 12/7/17
1
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HARBOR ADVISORY BOARD (7)

Name Title Appointed Expires
Ron Reisner Chair 02-01-17 01-31-21
Marine-oriented Business

Lynn Meissen Vice-Chair 02-01-14 01-31-18
Member-at-Large

William Luffee Member 02-01-17 01-31-21
Member-at-Large

Dana McClish Member 02-01-15 01-31-19
Recreational Boating

Gene Doughty Member 02-01-14 01-31-18
South Bay/Los Osos

Neal Maloney Member 02-01-15 01-31-19
Waterfront Leaseholder

Jeremiah O’Brien Member 02-01-17 01-31-21
--Owen Hackleman Alternate Member 02-01-17 01-31-21
--Peter Griffin Alternate Member 02-01-17 01-31-21

Commercial Fishermen’s Association

PUBLIC WORKS ADVISORY BOARD (7)

Name Title Appointed Expires

Ric Deschler Chair 02-01-17 01-31-21
Stephen Shively Vice-Chair 02-01-12 01-31-20
Stewart Skiff Member 02-01-15 01-31-20
Chris Parker Member 02-01-15 01-31-19
Jan Goldman Member 02-01-17 01-31-21
John Erwin Member 12-13-16 01-31-21
Chris Erlendson Member 03-14-17 01-31-21

Updated 12/7/17
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TOURISM BUSINESS IMPROVEMENT DISTRICT ADVISORY BOARD (7)

Name Title Appointed Expires
Aaron Graves Chair 11-17-15 01-31-20

22 or less rooms

Charles Yates Vice-Chair 02-01-16 01-31-20
Hotelier (Member-at-Large)

Vacant as of 4-20-17 Member 01-31-21
50 or less rooms

Taylor Newton Member 02-01-15 01-31-19
Member-at-large

Margaret Juren Member 05-31-16 01-31-19
Hotelier (Member-at-Large)

Sean Green Member 03-14-17 01-31-19
Member-at-large

Steve Allen Member 03-14-17 01-31-21
Hotelier (Member-at-Large)

VISIT SLO COUNTY (VSLOC) BOARD OF DIRECTORS

Name Title Appointed Expires
Valerie Seymour Member 05-23-17 01-20-20

CITIZEN OVERSIGHT/CITIZENS FINANCE COMMITTEE (7)

Name Title Appointed Expires

Barbara Spagnola Chair 02-01-13 01-31-19
Walter Heath Member 05-18-15 01-31-19
John Martin Member 04-11-17 01-31-22
Dawn Addis Member 02-01-16 01-31-22
David Betonte Member 02-01-16 01-31-22
John Erwin Member 12-13-16 01-31-19
Bart Beckman Member 08-09-16 01-31-22

Updated 12/7/17
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WREF CITIZEN ADVISORY COMMITTEE (9)

Name

John Diodati
Barbara Spagnola
Paul Donnelly
Ginny Garelick
Dale Guerra
Valerie Levulett
Richard Sadowski
Steve Shively

Ann Fullerton

Title

Chair
Vice-Chair
Member
Member
Member
Member
Member
Member

Member

GP/LCP ADVISORY COMMITTEE (GPAC) (9)

Name

Rich Buquet

Jan Goldman

Susan Schneider
Glenn Silloway
Melani Smith
Susan Stewart

Joseph Ingraffia

Vacant as of 12-12-16

Vacant as of 11-28-17

Updated 12/7/17

Title
Member

Member

Member
Member
Member
Member

Planning Commission
Liaison

Member

Member

4
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07-08-14
07-08-14
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05-18-15

05-18-15
05-18-15
05-18-15
05-18-15
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RESOLUTION NO. 65-17

RESOLUTION OF THE CITY COUNCIL
OF THE CITY OF MORRO BAY, CALIFORNIA
AMENDING THE CITY OF MORRO BAY ADVISORY BOARDS
HANDBOOK AND BY-LAWS REGARDING APPOINTMENT AND QUALIFICATIONS OF
MEMBERS AND MEETING FREQUENCY FOR THE RECREATION & PARKS COMMISSION

THE CITY COUNCIL
CITY OF MORRO BAY, CAILFORNIA

WHEREAS, to ensure all Advisory Board Members are familiar with and understand the
City of Morro Bay’s philosophies and policies regarding serving on an Advisory Board, and to
establish consistency throughout the by-laws for all commissions and advisory boards, the City
of Morro Bay adopted the Advisory Boards Handbook and By-Laws on August 12, 2002; and

WHEREAS, the Advisory Boards Handbook and By-Laws for the City of Morro Bay is a
composite of the City Council actions, policies, references, and information regarding the City
Advisory Boards; and

WHEREAS, the current By-Laws for each Advisory Body establish the number of voting
members and qualifications; and

WHEREAS, the City Council desires to amend the Advisory Boards Handbook and By-
Laws for the Recreation & Parks Commission to reduce the number of Commissioners from
seven to five; and

WHEREAS, the Recreation & Parks Commission has requested the number of meetings
held annually be reduced from eight to six per year, held in odd-numbered months, as was the
practice prior to the adoption of Resolution No. 18-16.

NOW, THEREFORE, BE IT RESOLVED the City Council of the City of Morro Bay does
hereby amend the following sections of the Recreation & Parks Commission By-Laws to read as
follows:

NUMBER OF MEMBERS AND APPOINTMENT

The Recreation and Parks Commission shall be comprised of five members.  Appointments
and the filling of vacancies shall be made by the City Council. Commissioners shall serve at the
pleasure of the City Council.

QUALIFICATIONS

Four of the five members must be a resident and registered voter of the City during the term of
appointment, unless excepted by State Law or Council approved special requirements. Unless
otherwise approved in accordance with Council Policies and Procedures, section 6.6.1, each
member must (i) be at least 18 years of age at the time of appointment and (ii) not be an
Elected Official, Officer, or Employee of the City of Morro Bay. (See Council Policies and
Procedures, Section 6.6.1.)
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PROCEDURE

Regular meetings shall be held every other month on odd numbered months on a regular
schedule. The meetings shall be open to the public. The date, time and location along with the
meeting agenda shall be noticed in accordance with Government Code Sections 54970-54975.
The Chair may close meetings to public comments, provided that action is consistent with the
Brown Act. Agendas, reports, meetings and any and all actions shall be governed by the
requirements of the Brown Act, as amended.

PASSED AND ADOPTED by the City Council, City of Morro Bay at a regular meeting
thereof held on the 12th day of December 2017 by the following vote:

AYES:
NOES:
ABSENT:
ABSTAIN:

JAMIE L. IRONS, Mayor
ATTEST:

DANA SWANSON, City Clerk
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