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City of Morro Bay 

City Council Agenda 
________________________________________________________________________ 

Mission Statement 
The City of Morro Bay is dedicated to the preservation and enhancement of the quality of 

life.  The City shall be committed to this purpose and will provide a level of municipal 
service and safety consistent with and responsive to the needs of the public. 

________________________________________________________________________ 
 
 

REGULAR MEETING – MAY 22, 2012 
 

CLOSED SESSION  
CITY HALL CONFERENCE ROOM - 5:00 P.M. 

595 HARBOR ST., MORRO BAY, CA 
 

 
CS-1 GOVERNMENT CODE SECTION 54957.6; CONFERENCE WITH LABOR 

NEGOTIATOR. Conference with City Manager, the City’s Designated 
Representative, for the purpose of reviewing the City’s position regarding the terms 
and compensation paid to the City Employees and giving instructions to the 
Designated Representative.  

 
 
CS-2 GOVERNMENT CODE SECTION 54957; PERSONNEL ISSUES 
 Discussions regarding Personnel Issues including two (2) public employees regarding 

evaluation, specifically the City Manager and the City Attorney. 
 

 
CS-3 GOVERNMENT CODE SECTION 54956.8; PROPERTY TRANSACTIONS 

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

 
 Property: DeGarimore Central Coast Marine Fuel & Ice Lease Site 

101.5W/105.2 
Negotiating Parties:  DeGarimore and City of Morro Bay 
Negotiations: Lease Terms and Conditions 

 
 
 

 
 

IT IS NOTED THAT THE CONTENTS OF CLOSED SESSION MEETINGS 
ARE CONFIDENTIAL AND EXEMPT FROM DISCLOSURE. 
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PUBLIC SESSION – MAY 22, 2012 

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 
MAYOR AND COUNCILMEMBERS ANNOUNCEMENTS & PRESENTATIONS 
CLOSED SESSION REPORT 
 
PUBLIC COMMENT PERIOD - Members of the audience wishing to address the Council 
on City business matters (other than Public Hearing items under Section B) may do so at this 
time.  
 
To increase the effectiveness of the Public Comment Period, the following rules shall be 
followed: 

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

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

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

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

 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. 

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

 
In compliance with the Americans with Disabilities Act, if you need special assistance to 
participate in this meeting, please contact the City Clerk, (805) 772-6205. Notification 72 
hours prior to the meeting will enable the City to make reasonable arrangements to ensure 
accessibility to this meeting.  
 
A. CONSENT CALENDAR 
 
Unless an item is pulled for separate action by the City Council, the following actions are 
approved without discussion. 
 
A-1 APPROVAL OF CITY COUNCIL MINUTES FOR THE REGULAR MEETING OF 

MAY 8, 2012; (ADMINISTRATION) 
 
RECOMMENDATION: Approve as submitted. 
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A-2 AWARD OF CONTRACT TO ASSOCIATED PACIFIC CONSTRUCTORS OF 
MORRO BAY FOR THE PROJECT NO. MB-2012-H1: STATE PARK MARINA 
MAINTENANCE DREDGING PROJECT; (HARBOR) 

 
RECOMMENDATION: Adopt Resolution.   
 

A-3 REQUEST TO APPROVE A RESPONSE TO THE GRAND JURY REGARDING 
CITY EMPLOYEE VACATION AND SICK LEAVE ACCUMULATION PAY; 
(ADMINISTRATION) 

 
RECOMMENDATION: Approve and send attached response letter to the Presiding 

Judge of SLO County Superior Court and the Grand Jury.   
 

A-4 REQUEST FOR APPROVAL OF AMENDMENT #2 TO THE LEASE 
AGREEMENT FOR LEASE SITE 122-123/122W-123W (HARBOR HUT, 1205 
EMBARCADERO); (CITY ATTORNEY) 

 
RECOMMENDATION: Adopt Resolution 21-12 for Lease Site 122-123/122W-123W 

approving Amendment # 2 to the lease to extend the term 10 years.  
 
A-5 REQUEST TO APPROVE A RESPONSE TO THE GRAND JURY REGARDING 

CITIZEN COMPLAINTS AND INTERNAL AFFAIRS INVESTIGATIONS; (CITY 
ATTORNEY) 

 
RECOMMENDATION: Approve and send attached response letter to the Presiding 

Judge of SLO County Superior Court and the Grand Jury.  
 
B. PUBLIC HEARINGS, REPORTS & APPEARANCES  
 
B-1 RESOLUTION NO. 25-12 DECLARING THE INTENTION TO CONTINUE THE 

PROGRAM AND ASSESSMENTS FOR THE 2012/13 FISCAL YEAR FOR THE 
MORRO BAY TOURISM BUSINESS IMPROVEMENT DISTRICT (MBTBID); 
(ADMINISTRATIVE SERVICES) 

 
RECOMMENDATION: Hold a public hearing, record testimony for/against the 

continuation of the MBTBID, and adopt/reject/amend Resolution No. 25-12. 
 
B-2 INTRODUCTION AND 1ST READING OF THE ORDINANCE 578 AMENDING 

MODIFYING SECTION 17.44.020.1 PROVIDING SPECIFIC REGULATIONS AS 
TO WHEN ADDITIONAL ONSITE PARKING WILL BE REQUIRED FOR 
EXISTING COMMERCIAL BUILDING(S) CONVERTING FROM ONE USE TO 
ANOTHER WITHOUT NEW CONSTRUCTION OR NEW ADDITIONS, FOR 
THE MAPPED SPECIFIC NORTH MAIN STREET COMMERCIAL AREA; 
(PUBLIC SERVICES) 

 
RECOMMENDATION: Open the public hearing and receive testimony; accept the 

Planning Commission recommendation to adopt the proposed Ordinance 
amendment that would allow for modification to Section 17.44.020.1; make a 
motion to approve Ordinance No. 578 by number and title only 
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C. UNFINISHED BUSINESS  
 
C-1 DISCUSSION ON LOCAL SPORTFISHING BUSINESSES; (HARBOR) 
 
RECOMMENDATION: Council review the issue and give direction to staff based on 

the requests/recommendations provided by the sportfishing operators. 
 
D. NEW BUSINESS  
 
D-1 PRESENTATIONS ON ALLOCATION OF 2012/13 AVAILABLE COMMUNITY 

PROMOTIONS COMMITTEE MONIES; (ADMINISTRATION) 
 
RECOMMENDATION: Receive presentations from the Morro Bay Chamber of 

Commerce and the Tourism Business Improvement District; discuss and request 
any additional information needed for a budgetary decision to be made at the 
June 12, 2012 Budget Hearing.  

 
D-2 UPDATE ON PAVING PROJECT NO. MB2012-S2, 2012 STREET 

REHABILITATION PROGRAM AND DISCUSSION OF PAVING SCHEDULE; 
(PUBLIC SERVICES) 

 
RECOMMENDATION: Review the project calendar and any potential paving 

schedule issues or adjustments 
 
E. DECLARATION OF FUTURE AGENDA ITEMS 
 
F. ADJOURNMENT 
 
THIS AGENDA IS SUBJECT TO AMENDMENT UP TO 72 HOURS PRIOR TO THE DATE 
AND TIME SET FOR THE MEETING.  PLEASE REFER TO THE AGENDA POSTED AT 
CITY HALL FOR ANY REVISIONS OR CALL THE CLERK'S OFFICE AT 772-6205 FOR 
FURTHER INFORMATION. 
 
MATERIALS RELATED TO AN ITEM ON THIS AGENDA SUBMITTED TO THE CITY 
COUNCIL AFTER DISTRIBUTION OF THE AGENDA PACKET ARE AVAILABLE FOR 
PUBLIC INSPECTION AT CITY HALL LOCATED AT 595 HARBOR STREET; MORRO 
BAY LIBRARY LOCATED AT 625 HARBOR STREET; AND MILL’S COPY CENTER 
LOCATED AT 495 MORRO BAY BOULEVARD DURING NORMAL BUSINESS HOURS. 
 
IN COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT, IF YOU NEED 
SPECIAL ASSISTANCE TO PARTICIPATE IN A CITY MEETING, PLEASE CONTACT 
THE CITY CLERK'S OFFICE AT LEAST 24 HOURS PRIOR TO THE MEETING TO 
INSURE THAT REASONABLE ARRANGEMENTS CAN BE MADE TO PROVIDE 
ACCESSIBILITY TO THE MEETING. 



 
 
 
MINUTES - MORRO BAY CITY COUNCIL 
REGULAR MEETING – MAY 8, 2012 
VETERAN’S MEMORIAL HALL – 6:00P.M. 
 
Mayor Yates called the meeting to order at 6:00 p.m. 
 
PRESENT:  William Yates   Mayor 
   Carla Borchard  Councilmember 
   Nancy Johnson  Councilmember 
   George Leage   Councilmember 
   Noah Smukler   Councilmember 
 
STAFF:  Andrea Lueker  City Manager 
   Robert Schultz   City Attorney 
   Jamie Boucher   City Clerk 
   Rob Livick   Public Services Director 
   Mike Pond   Fire Chief 
   Eric Endersby   Harbor Operations Manager 
   Joe Woods   Recreation & Parks Director    
  
   
ESTABLISH QUORUM AND CALL TO ORDER 
MOMENT OF SILENCE 
PLEDGE OF ALLEGIANCE  
MAYOR AND COUNCIL MEMBERS REPORTS, ANNOUNCEMENTS & 
PRESENTATIONS 
CLOSED SESSION REPORT – City Attorney Robert Shultz reported that City Council met in 
Closed Session and no reportable action under the Brown Act was taken.    
 
PUBLIC COMMENT 
 
Haylie Bright, Marketing Director for Perry’s Parcel & Gift located at 785 Harbor, presented the 
Morro Bay Business report.  Perry’s is a locally owned and operated business that used to be the 
Morro Bay Mail Center.  They are your “One-Stop-Shop” location where you can find a full 
service business solution center - faxing, copying, packing and shipping, notary, secure 
shredding, secure mailboxes and much more.  They are also Morro Bay’s best kept secret for 
gifts for all ages.  Please visit their website at  www.perrysparcel.com to learn more.   
 
Susan Brown, Manager at MV Transportation, advertised the upcoming trolley season.  They are 
also looking for one more summer trolley driver.  Morro Bay Transit is also offering Free Bus 
Rider Training classes for seniors.  The next one is being held on Wednesday, May 23rd at 1pm 
at the Senior Center.   
 
Hank Roth thanked all those responsible for helping sponsor the wonderfully attended Morro 
Bay Kite Festival.  He also stated that the Writers Conference is in town.   
 
 
 

AGENDA NO:    A-1 
 
MEETING DATE:  05/22/2012 
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Garry Johnson reminded everybody that the absentee ballots went out on Monday, May 7th.  He 
thanked those involved with the car show, especially those that helped the Bay Cruisers feed the 
early arriving participants.   
 
Betty Winholtz addressed 3 issues in the staff reports – safety, fiscal responsibility and planning 
management.  Regarding Item A2, Resolution Approving Matching Funds for the 2012 BTA 
Grant Application, she spoke on bike planning stating that she feels the report is incomplete as 
there is a map that shows the suggested crossing in front of the high school but doesn’t’ have a 
map of the beach tract which is also being asked to be considered and approved.  She is opposed 
to where the bike lane is being proposed in front of the high school due to safety concerns.  She 
also spoke on Item A3, Request to Approve a Response to the Grand Jury Regarding City 
Employee Vacation and Sick Leave Accumulation Pay, stating that we have unfunded liability of 
sick leave hours at a half million dollars and there is nothing in the report that states that this will 
be corrected.  She also spoke on Item A4, Annual Reporting on the Morro Bay Tourism Business 
Improvement District and Scheduling of a Public Hearing, which shows that the TBID overspent 
their budget and she questioned how that can happen without it coming back to the Council.  
And finally spoke on Item D2, Confirmation of Goals from the 2012 Goal-Setting Workshop, 
where it states we will be starting our streets rehabilitation project right away.  She wants to 
know how we will be dealing with the Resolution passed that states that there will be no 
construction after Memorial Weekend. 
 
Cathy Novak spoke on Item D1, Discussion on Local Sportfishing Businesses.  She feels it’s 
important to pool our resources and offer assistance so that these businesses can make it into the 
future.  She proposed some short and long term goals that she shared.  Her short term goals were 
as follows: 1) reduction in mooring and/or dockage fees; 2) allow for quarterly or semi-annual 
payment of fees; 3) additional signage on the waterfront and allow for the potential of a small 
temporary building that can be used as a satellite location.  For the long term she proposed 
Council discuss the possibility of locating a sport fishing and tackle shop on an existing lease site 
just south of the South T-Pier that could be “co-op’ed” and be comprised of the local owner 
operator boats joining forces together under one roof.  This would relocate sport fishing 
operations to one area; provide an opportunity for multiple businesses to consolidate overhead 
costs; and, provide a public-private partnership with the fishing industry. 
 
Jeremiah O’Brien thanked everybody involved for their support of the fishermen – “we couldn’t 
have done it without you” and “you have made all the fisherman in town happy”. 
 
Joan Solu commended Council on taking a look at the PERS 2-Tiered benefit structure with the 
employee groups.  She then spoke on Item A3 stating that Council should address the 
employee’s ability to accumulate unlimited sick leave hours.  She feels sick leave hours should 
be capped at a certain number of days which would stem the flow of cash going out.  She 
encouraged Council work with staff to come up with ideas and solutions.  She also asked for 
Council’s support on Item A4, approving the planned Public Hearing date for the May 22nd 
Council meeting.  She also stated that the TBID was not over budget and that the TBID”s efforts 
have brought in 7% more revenue in TOT Tax and asks for Council’s continuous support.   
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Brian Stacy thanks the Mayor and Council and Rob Schultz for the letter written on the Seismic 
Study.  He also spoke on Item A5 and asked that if we add to the grant, that the association 
formed would give local fisherman the opportunity to participate and have a vote. 
 
John Barta also let the public know that the absentee ballots are out – the election has begun.  He 
states that 53% of Morro Bay voters vote absentee.  He feels the most important issue is the 
WWTP and that there are some candidates who have avoided taking a stand on that issue.  He 
encouraged voters not to cast their ballots for somebody who won’t stand up and take a stand. 
 
Susan Stewart is pleased to see we have included developing an Economic Development 
Program on the City’s Goal Setting workshop.  She thinks it would be a great use of Community 
Promotions Committee dollars.  While tourism is an important part of the community, we were 
founded with ranching, farming, fishing and it was actually incorporated because of the power 
plant.  We need to hopefully develop a program that would bring in light industry that could help 
facilitate head of household wage earner jobs. 
 
Mayor Yates closed the public comment period. 
 
A. CONSENT CALENDAR 
 
Unless an item is pulled for separate action by the City Council, the following actions are 
approved without discussion. 
 
A-1 APPROVAL OF CITY COUNCIL MINUTES FOR THE REGULAR MEETING OF 

APRIL 24, 2012; (ADMINISTRATION) 
 
RECOMMENDATION: Approve as submitted. 
 
A-2 RESOLUTION APPROVING MATCHING FUNDS FOR THE 2012 BTA GRANT 

APPLICATION; (PUBLIC SERVICES) 
 
RECOMMENDATION: Adopt Resolution.   
 
A-3 REQUEST TO APPROVE A RESPONSE TO THE GRAND JURY REGARDING 

CITY EMPLOYEE VACATION AND SICK LEAVE ACCUMULATION PAY; 
(ADMINISTRATION) 

 
RECOMMENDATION: Approve and send attached response letter to the Presiding 

Judge of SLO County Superior Court and the Grand Jury.   
 
A-4 ANNUAL REPORTING ON THE MORRO BAY TOURISM BUSINESS 

IMPROVEMENT DISTRICT AND SCHEDULING OF A PUBLIC 
HEARING; (ADMINISTRATIVE SERVICES) 
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RECOMMENDATION: Set the date for the public hearing to be held on May 22, 2012 
in order to continue the MBTBID activities and assessments. 

 
A-5 AUTHORIZATION TO AMEND THE GRANT AGREEMENT FROM THE NATURE 

CONSERVANCY FOR SUPPORT OF FORMATION OF A COMMUNITY FISHING 
ASSOCIATION TO ADD $50,000 TO THE GRANT; (ADMINISTRATION/HARBOR) 

 
RECOMMENDATION: Authorize an amendment to add $50,000 to the existing grant 

from The Nature Conservancy (TNC). 
 
A-6 AMENDMENT NO. 2 TO THE LEASE AGREEMENT FOR LEASE SITE 78-81/78W-

81W, LOCATED AT 701 EMBARCADERO, BETWEEN THE CITY OF MORRO 
BAY AND VAN BEURDEN INVESTMENTS; (CITY ATTORNEY) 

 
RECOMMENDATION: Adopt Resolution No. 20-12 approving Amendment No. 2 to 

the Lease Agreement for Lease site 78-81/78W-81W between the City of Morro Bay 
and Van Beurden Investments. 

 
A-7 REQUEST FOR APPROVAL OF AMENDMENT #2 TO THE LEASE AGREEMENT 

FOR LEASE SITE 122-123/122W-123W (HARBOR HUT, 1205 EMBARCADERO); 
(CITY ATTORNEY) 

Item A-7 was pulled from the agenda prior to the meeting and will be heard at a future meeting. 
 
Councilmember Smukler pulled Items A-2, A-4 and A-5 and Councilmember Borchard pulled 
Item A-3 from the Consent Calendar. 
 
MOTION: Councilmember Johnson moved the City Council approve Items A-1 and A-6 of 
the Consent Calendar.  The motion was seconded by Councilmember Smukler and carried 
unanimously 5-0. 
 
Councilmember Smukler pulled Item A-2 questioning the location and safety of the proposed 
bike path and crossing.  Public Services Director Rob Livick answered that this location will 
offer the best direct connection to the 2 bike paths. 
   
MOTION: Councilmember Smukler moved the City Council approve Items A-2 of the 
Consent Calendar.  The motion was seconded by Councilmember Johnson and carried 
unanimously 5-0. 
 
Councilmember Borchard pulled Item A-3 as she was concerned about the City’s response to the 
Grand Jury, especially in items 9 and 10.   She wants to feel comfortable that we are seeing the 
issues and moving towards resolving the situation.  She knows that we need to address this 
through the negotiation process. 
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Councilmember Johnson said that during her attendance at the last month’s Mayor’s meeting, 
this report was a major item of discussion that needs to be addressed.  The part that bothers her 
the most was that staff said that there is no fiscal impact. 
 
Councilmember Smukler feels we should be taking a look at the unfunded liability and that 
staff’s response letter was weak.  He feels it is important to provide the citizens with an annual 
yearly reporting of these accumulations as well as strive to address a cap. 
 
No motion was made on this item and instead, Mayor Yates instructed staff to return to the May 
22, 2012 meeting with a stronger letter as well as come back with a public report, or a time frame 
that a public report will be made available, that addresses #10 of the Grand Jury request.  All 
council concurred with this request. 
 
Councilmember Smukler pulled Item A-4 questioning the over-expenditure of funds in the TBID 
Budget without Council’s involvement.  His concern is that it happened and it could happen 
again. 
 
City Manager Andrea Lueker stated that these funds were specifically an accounting difference 
between an invoice with our prior marketing company and the City, which involved more with 
when items were received as opposed to being over budget.  City Attorney Rob Schultz 
responded that this isn’t abnormal as the City loans money to the TBID throughout the entire 
fiscal year because they haven’t received funds from their TOT prior to that month.  He also 
stated that this shouldn’t be a problem starting in July, 2012 as with the 501 (c) 6 we won’t be 
involved to the degree we currently are with their finances.     
 
MOTION: Councilmember Smukler moved the City Council approve Item A-4 of the 
Consent Calendar.  The motion was seconded by Mayor Yates and carried unanimously 5-0. 
 
Councilmember Smukler pulled Item A-5 asking how to ensure that participation/involvement of 
the local fisherman would be equitable.  Harbor Director Eric Endersby stated that is has always 
been the intent to involve all interested parties as this process moves forward. 
 
MOTION: Councilmember Smukler moved the City Council approve Item A-5 of the 
Consent Calendar.  The motion was seconded by Councilmember Borchard and carried 
unanimously 5-0. 
 
B. PUBLIC HEARINGS, REPORTS & APPEARANCES  
 
B-1 RESOLUTION APPROVING THE ENGINEERS REPORT AND DECLARING THE 

INTENT TO LEVY THE ANNUAL ASSESSMENT FOR THE CLOISTERS 
LANDSCAPING AND LIGHTING MAINTENANCE ASSESSMENT DISTRICT; 
(RECREATION & PARKS) 
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Recreation & Parks Director Joe Woods presented his staff report stating that on April 10, 2012 
the City Council adopted Resolution 16-12 which initiated the proceedings to levy the annual 
assessment to fund the maintenance of the Cloisters Park and Open Space.  Staff was then 
directed to have an Engineer’s Report prepared, detailing the estimated annual assessment for the 
parcel owners for fiscal year 2012/13.  Staff is recommending that Council adopt Resolution 22- 
12 declaring the intent to levy the annual assessment for the maintenance of the Cloisters Park 
and Open Space as well as approve the Engineer’s Report. 
 
Councilmember Smukler is anxious to see monies being able to be put into a deferred 
maintenance and capital improvement account.   Mr. Woods feels that outsourcing the 
maintenance should redistribute the monies spent which hopefully will realize savings which can 
then be put into a deferred maintenance account. 
 
Councilmember Smukler says that the neighborhood wants to be able to see a financial 
accounting of the monies spent each year.  Mr. Woods will be implementing informal 
community meetings once or twice a year.  
 
Councilmember Borchard wondered if a list could be put together prioritizing the capital 
improvements projects needed to be done with the monies that were able to be accumulated.  She 
would also like to see the feedback from the informal meetings that will be held to assess how 
the maintenance plan is working and how the contractor is performing. 
 
Councilmember Johnson wondered when the RFP would be going out – she requested that it go 
out by May 22, 2012.  Mr. Woods stated it was 85% complete.  She also wondered when these 
community meetings would take place.   
 
It was decided that there would be a Community Meeting held in Mid-September. 
 
Mayor Yates opened the hearing for public comment. 
 
Dawn Beattie, resident of the Cloisters, thanked Mr. Woods, Council and staff for their work to 
date.  She feels the issue is fairness; it is not fair for the Cloisters’ residents to continue to pay for 
something everybody gets to use.  She remembers hearing that once the area was built out, the 
developers assumed that the maintenance of the park would have reverted back to the City.  She 
would like to see the Assessment overturned.  If not and an RFP goes out, she realizes that the 
price may not be different but at least the job will get done.  She stated that she would like to be 
involved in the RFP process. 
 
Mayor Yates closed the hearing for public comment. 
 
Councilmember Smukler is willing to uphold the assessment.  He likes the concept of a 
neighborhood meeting and wants to see a budget report made available to the Cloister residents.  
He is happy to see that we are looking towards deferred maintenance.  He also feels that the 
Cloisters community should have input on the RFP process prior to it going out.   
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Councilmember Johnson feels that we should be gathering information from the Cloisters 
community as the RFP is put together and thinks it’s only fair to meet with them prior to putting 
it out to see what their expectations are.   
 
Councilmember Borchard agrees with a lot of what both councilmembers said.  She is hopeful 
that this is going to be a turning point for us and is confident there will be a different measure of 
accountability from Council.  She is looking forward to making this a better process for 
everyone.  She suggested doing an email notification to the Cloister’s residents which could 
afford them the opportunity for input prior to the RFP goes out. 
 
Mayor Yates stated that he will be voting against this Assessment as he always has (with one 
exception). 
 
MOTION: Councilmember Borchard moved for adoption of Resolution 22-12 declaring the 
intent to levy the annual assessment for the maintenance of the Cloisters Park and Open Space 
and approving the Engineer’s Report.  The motion was seconded by Councilmember Smukler 
and passed 3-2 with Mayor Yates and Councilmember Leage voting no. 
 
B-2 RESOLUTION APPROVING THE ENGINEERS REPORT AND DECLARING THE 

INTENT TO LEVY THE ANNUAL ASSESSMENT FOR THE NORTH POINT 
NATURAL AREA LANDSCAPING AND LIGHTING MAINTENANCE 
ASSESSMENT DISTRICT; (RECREATION & PARKS) 

 
Recreation & Parks Director Joe Woods presented his staff report stating that on April 10, 2012, 
the City Council adopted Resolution 17-12 which initiated the proceeding to levy the annual 
assessment to fund the maintenance of the North Point Natural Area.  Staff was also directed to 
have an Engineer’s Report prepared, detailing the estimated annual assessment for the parcel 
owners for fiscal year 2012/13.  Based on the Engineer’s Report, the fiscal impact is estimated at 
$5,645.  It is staff’s recommendation to adopt Resolution 23-12 declaring the intent to levy the 
annual assessment for the maintenance of the North Point Area and approve the Engineer’s 
Report. 
 
Councilmember Borchard wanted to be assured that this maintenance will be included in the RFP 
with the Cloisters property. 
 
Councilmember Smukler wanted to be assured that we will be attempting to begin a deferred 
maintenance account for North Point Area as well. 
 
Mayor Yates opened the hearing for public comment; seeing none, the public hearing was 
closed. 
 
MOTION: Councilmember Borchard moved for adoption of Resolution 23-12 declaring the 
intent to levy the annual assessment for the maintenance of the North Point Natural Area and 
approving the Engineer’s Report.  The motion was seconded by Councilmember Johnson and 
passed 4-1 with Mayor Yates voting no. 
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C. UNFINISHED BUSINESS – None 
 
D. NEW BUSINESS  
 
D-1 DISCUSSION ON LOCAL SPORTFISHING BUSINESSES; (ADMINISTRATION) 
 
City Manager Andrea Lueker presented her staff report stating that she left the report vague so 
that the Council could brainstorm.   
 
Councilmember Leage stated that the City has a problem on its hands.  Sportfishing has been a 
business that has been in town since the 1940’s and has been a big tourist draw for us.  We are 
now down to 2 sportfishing boats.  He feels that this is still a business that can be profitable.  We 
are currently turning people away as there are not enough facilities to take people out.   He feels 
we need to help these people stay in business.  He feels that the Co-op idea is a terrific idea for 
the future but that we need to do something now.  
 
Mayor Yates agrees and feels that the best idea, in the short term, is to put a temporary shack 
down on a parking lot at the Embarcadero as it would give visibility.  He also expressed interest 
in making something happen fast. 
 
Councilmember Smukler is hearing that a Co-op kind of operation would be equal opportunity as 
to who could use it.  It would be fairly managed and hard for somebody to launch a campaign to 
try and scuttle that as it benefits all.  It’s also an opportunity for loading and unloading as well as 
offers some office space.  He supported getting the current sportfishing businesses together along 
with the Harbor Department to begin working on getting this concept started. 
 
Councilmember Johnson wondered how much we would lose in revenue if we were to reduce 
dock fees for sportfishing and commercial fishing vessels.  She also asked if the Harbor 
Department was willing to meet with the sportfishing people in an effort to get this project 
started.  Harbor Director Eric Endersby stated that they definitely were available. 
 
Councilmember Borchard is 100% supportive of the Co-op space but is worried that we are 
getting ahead of ourselves.  She feels we are a year away from being able to have a Co-op. 
 
Mayor Yates requested that Virg’s, the Rita G and Mr. Endersby come back with a proposal to 
the May 22, 2012 Council meeting.  All Council members concurred with this request.  There 
was no motion made on this item. 
 
D-2 CONFIRMATION OF GOALS FROM THE 2012 GOAL-SETTING WORKSHOP; 

(ADMINISTRATION) 
 
City Manager Andrea Lueker presented the Goal Setting Workshop Outcomes and Success 
Factors for 2012 for Council’s approval as presented by the goal setting workshop facilitator. 
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Councilmember Borchard is ready to start implementing and working towards implementing the 
goals – both short and long term. 
 
Councilmember Johnson is also ready; in fact we have already started with some of them. 
 
Mayor Yates is very pleased as well as this report articulates exactly where we were at the goal 
setting meeting. 
 
Councilmember Smukler requested that Council and staff look at Goal #2 – Sustainability; third 
bullet – Review of Disaster Preparedness Plan.  He would like to see the following change made 
on the Success Factor:  “Last review occurred in January, 2008 with plan adoption by Resolution 
No. 05-08. Next review schedule Winter 2013, if requested.”  He would like to see “if requested” 
stricken from the success factor language.  He also wanted to ensure that staff is confident with 
our movement towards an Economic Development Plan.  He is glad to see that we continue to 
stress fixing our streets and potholes. 
 
MOTION: Councilmember Johnson moved for adoption of the Goal Setting Workshop 
Outcomes and Success Factors for 2012 with the one change on page 2, Objective 1, 3rd Bullet – 
strike the words “if requested”.  The motion was seconded by Councilmember Leage and carried 
unanimously 5-0. 
 
D-3  PUBLIC SERVICES DEPARTMENT - COLLECTIONS/WWTP DIVISION 

REORGANIZATION AND POSITION UPGRADE; (PUBLIC SERVICES) 
 
Public Services Director Rob Livick presented the staff report requesting a reorganization of the 
Collections/WWTP Division with the current WWTP Division Manager taking over 
responsibility of the Collections Division.  This action would also require a reclassification of the 
WWTP Manager into a higher range.  This reorganization and associated personnel action allows 
the department to respond to State mandated and local programs in Wastewater Collections as 
well as eases the heavy workload in capital project management.   
 
Councilmember Smukler asked if there would be any other implications to this move such as a 
future reclassification of other positions.  And while this current request may cost $6,300, will 
there be other associated costs involved with the upgrade such as merit increases. 
 
Mr. Livick stated that they are attempting to create a more efficient department.   
 
MOTION: Mayor Yates moved to approve the Public Services Department wastewater 
operation reorganization and authorize the associated reclassification of the Wastewater Division 
Manager.  The motion was seconded by Councilmember Leage and failed 2-3 with 
Councilmembers Borchard, Johnson and Smukler voting no. 
 
Councilmember Borchard can’t support this due to the unknown costs of positions to be 
realigned; she wants to know the total costs of everything. 
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Councilmember Smukler and Councilmember Johnson concur – they can’t support this without 
all associated costs. 
 
MOTION: Councilmember Borchard moved staff to come back with more information 
regarding the reclassification and potential changes to pay structures.  The motion was seconded 
by Mayor Yates and carried unanimously 5-0. 
 
E. DECLARATION OF FUTURE AGENDA ITEMS   
 
Councilmember Johnson requested an informational report, to be placed on the consent calendar, 
from the Police Department on skateboarding and its rules.   Mayor Yates and Councilmember 
Borchard concurred. 
 
ADJOURNMENT   
 
The meeting adjourned at 9:08 p.m. 
 
Recorded by: 
 
 
 
Jamie Boucher 
City Clerk 



 
 

 
Staff Report 

 
 
TO:   Honorable Mayor and City Council           DATE:  May 17, 2012                
 
FROM: Eric Endersby, Harbor Director 
 
SUBJECT: Award of Contract to Associated Pacific Constructors of Morro Bay for the  
  Project No. MB-2012-H1: State Park Marina Maintenance Dredging Project 
 
RECOMMENDATION:                                                                                                         
Staff recommends the City Council award the State Park Marina Maintenance Dredging Project 
contract No. MB-2012-H1 to Associated Pacific Constructors (APC) in the amount of 
$1,159,000.00. 
 
FISCAL IMPACT:   
Currently the City has $1,290,000 in active grant funding from the California Department of Boating 
and Waterways for the project, with just under $37,000 spent to date from those grants.  With an 
estimated $200,000 in future costs expected with our engineering, construction, monitoring, testing, 
and mitigation consultants to bring the project to completion, our grant funding will be fully 
expended.  The shortfall in grant funding, $106,000, will come from revenues available in the State 
Park Marina Fund managed by the Harbor Department.  These funds are from concession revenues 
received from the operation of the marina under the City’s agreement with State Parks.  There 
currently is approximately $176,000 available in that fund. 
 
BACKGROUND:  
In October 2002, the City entered into an agreement with State Parks for the City to take the lead on 
a major dredging and rehabilitation project at the State Park Marina.  An EIR for this larger project 
was certified by the City in 2008.  However, due to high cost estimates and funding constraints, the 
non-dredging improvements were put on hold.  In 2010, an addendum to the EIR was certified by 
the City for a modified, dredging-only project.  In 2011 the Dredged Materials Management Team, 
the multi-agency body tasked with evaluating dredging projects in California, deemed that of the 
approximate 79,000 cubic yards of material identified in the project to be dredged, approximately 
36,000 of those yards were suitable for disposal in the Nearshore Disposal Site just off the sandspit.  
The remaining 43,000 yards will have to be disposed of upland.   
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The City has received all of the permits necessary for dredging; however, since to date no 
economical site has been identified for upland disposal, only the 36,000 yards suitable for Nearshore 
disposal are being dredged at this time as “Phase I.”  This material is located in the channel leading 
into the marina from in front of the Natural History Museum up to the first finger of docks in the 
marina that extend perpendicular to shore from the parking lot.   
 
“Phase II,” if undertaken, would include dredging of the inner-basin areas under the slips. Since the 
Coastal Development Permit for both phases of the project is a five-year permit, the City will have 
approximately four more years to identify and secure additional funding to complete the inner-basin 
dredging portion of Phase II or, alternatively, the City could opt out of the operating agreement with 
State Parks altogether and cease pursuing the project.  These options are only being presented here 
as a matter of information; no action or direction from Council is being sought by staff at this time. 
 
DISCUSSION: 
The City has retained Anchor QEA for consultant work on the permitting and design portions of the 
Phase I portion of the project, and MarWal Construction for the bidding and construction 
management portions of the project.  The project Notice to Bidders went out on April 25, 2012, and 
bids were due by 2:00 p.m. on May 16, 2012. 
 
Project bids were opened on May 16, 2012 with 3 bids received.  The low bid was submitted by 
APC in the amount of $1,159,000.00.  The other two bids came in at $1,160,000.00 and 
$1,655,595.00, respectively.  The Engineer’s estimate for the project is $1,150,000.00. 
 
After the bid is awarded, the City will issue a Notice to Proceed.  APC will have forty-five days to 
prepare all required pre-construction submittals to the City’s satisfaction.  Once the submittals are 
deemed satisfactory, a second Notice to Proceed will occur for the physical work scope portion of 
the contract; the actual dredging.  The contractor has ninety days to complete the dredging.  After 
the work is complete, the contractor has seven days to complete all post-construction submittals. 
 
Staff anticipates that actual mobilization and dredging will begin approximately mid-July provided 
things go as-planned. 
 
CONCLUSION: 
Staff recommends that Council award the State Park Marina dredging project contract to Associated 
Pacific Constructors of Morro Bay so that Phase I of the dredging project can occur.  All of the 
necessary permits are obtained, and Anchor QEA is working diligently on completing the necessary 
ongoing conditions of those permits to keep the project moving forward. 
 
 



 
 
 

  
 Staff Report 
 

 
TO:   Honorable Mayor and City Council    DATE:  May 15, 2012 
 

FROM: Jamie Boucher, City Clerk 
  Rob Schultz, City Attorney 
 

SUBJECT: Request to Approve a Response to the Grand Jury Regarding City Employee 
Vacation and Sick Leave Accumulation Pay 

 

RECOMMENDATION 
Staff recommends the City Council direct staff to send the attached letter to the Presiding Judge of 
San Luis Obispo County Superior Court responding to the Grand Jury report Entitled “Pay Me Now 
or Pay Me Later”.     
 
FISCAL IMPACT 
There is no immediate fiscal impact.    
 
BACKGROUND 
On February 28, 2012, the City received a report prepared by the San Luis Obispo County Grand 
Jury entitled “Pay Me Now or Pay Me Later” (attachment A).   The report makes the following 
findings: 
 

1. There is substantial unused accumulated vacation time in all jurisdictions in San Luis 
Obispo County. 

2. With the exception of Cities of Grover Beach and Arroyo Grande, all jurisdictions in 
San Luis Obispo County allow unlimited accrual of sick leave.  All jurisdictions but 
one, however, have a policy allowing the buyback or payoff of accumulated sick 
leave either annually or upon leaving city employment. 

3.   The City of Paso Robles, with only 165 employees, has more than 47,000 hours of 
accumulated vacation on its books and an enormous unfunded liability of 
$1,646,575. 

4. The City of Paso Robles has a policy stating that no employee can exceed one-and-
one half times their annual accumulation or they will lose their vacation time. 

5. The City of Paso Robles is in gross violation of its own policies governing 
accumulated vacation time; 40% of City employees exceed the stated policy. 

6. The City of Paso Robles has not updated its personnel rules and regulation since 
1989. 

7. The City of Atascadero has admittedly and blatantly violated its own policies on 
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vacation time for more than 20 years. 
8. The City of Atascadero has not acted to date on any policy changes related to its 

accumulated vacation problem, in spite of the recommendations of the City Attorney. 
9. The City of Morro Bay has 12 employees with over 300 hours of accumulated 

vacation time and is in violation of its own policies, in some cases. 
10. Most jurisdictions do not update their personnel rules and regulations after MOU’s 

are developed with each bargaining unit.  All personnel rules are incorporated into 
any new MOU’s but personnel rules are not always updated accordingly. 

 
The report makes the following recommendations: 

 
1. All jurisdictions should review their accumulated vacation time and implement steps 

to address future accumulation and payment of vacation time. 
2. All jurisdictions that do not update their personnel rules after implementing new 

Memorandums of Understanding should update their personnel rules to reflect 
current practices. 

3. The City of Paso Robles should review and update its Personnel Rules and 
Regulations. 

4. The City of Paso Robles should take immediate steps to stop additional vacation 
accumulation in violation of its own policies. 

5. In order to reduce its unfunded liability, the City of Paso Robles should consider a 
multi-year program to pay off accumulated vacation time. 

6. The Atascadero City Council should immediately address the recommendations 
made by their City Attorney for dealing with the problem of maximum allowable 
vacation time, implement one of the recommendations and adhere to it. 

7. The City of Atascadero should consider a multi-year program to pay off accumulated 
vacation time and sick leave; and thereby reduce its unfunded liability. 

8. The City of Morro Bay should enforce its policies with regard to accumulation of 
vacation time in excess of allowable time. 

9. All jurisdictions in the County should constantly monitor their accumulated sick 
leave, vacation and compensatory time to ensure that they do no incur further 
unfunded liabilities. 

10. All jurisdictions in the County should report annually to their citizens on the status of 
vacation and sick leave accumulations, and compare them with the prior year to 
demonstrate how they are addressing the unfunded liability problem. 

 
The report specifically requires the Morro Bay City Council to submit a response to Findings #’s 1, 
2, 9 and 10 and Recommendations #’s 1, 2 and 8-10 to the Presiding Judge of the San Luis Obispo 
Superior Court by May 30, 2012.   
 
DISCUSSION 
The Grand Jury report focuses its attention on their understanding of each of the San Luis Obispo 
County municipality’s policies regarding vacation and sick leave accumulation as well as the rules 
and regulations governing these accumulations.  Their investigation resulted from a citizen 
complaint and was expanded to include all cities in the County.    
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One important fact to realize, all of the policies guiding an employee’s ability to accumulate leave, 
whether it be vacation, compensatory or sick is defined in each group’s 
MOU/Resolution/Agreement. In the case of sick leave accumulation, it is also governed by each 
group’s PERS Contract.  In order to facilitate a change to any leave policy, requires a meet and 
confer process, and quite possibly, a contract amendment with PERS.   
 
Under Penal Code Section 933.05, the City is required to indicate one of the following responses to 
the findings: 
1.  The respondent agrees with the finding; or 
2.  The respondent disagrees partially or wholly with the findings and why. 
 
Furthermore, as to each Grand Jury recommendation, the responding party shall report one of the 
following actions: 

a.   The recommendation has been implemented, with a summary regarding the 
implemented actions. 

b. The recommendation has not yet been implemented, but will be implemented in the 
future, with a timeframe for implementation. 

c. The recommendation requires further analysis. 
d. The recommendation will not be implemented because it is not warranted or is not 

reasonable and an explanation why. 
 
CONCLUSION 
After review of both the “Findings” and Recommendations” found in the Grand Jury Report, as well 
as the City’s response to each, it is staff’s hope that the attached letter can be approved and sent onto 
the Presiding Judge of San Luis Obispo County Superior Court. 
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City of Morro Bay 
          Morro Bay, CA  93442 

(805) 772-6201 
 
 
 
May 8, 2012 
 
Presiding Judge Barry T. LaBarbera 
Superior Court of California  
1050 Monterey Street 
San Luis Obispo, CA  93408 
 
Re:  Grand Jury Report entitled “Pay Me Now or Pay Me Later” 
 
Dear Judge LaBarbera: 
 
On behalf of Council of the City of Morro Bay, thank you for the information provided by the 
Grand Jury in the report entitled “Pay Me Now or Pay Me Later”.  This report was presented and 
reviewed by the City Council at their meeting held on May 22, 2012.  After carefully considering 
the report and its findings and recommendations, the City Council offers the following 
responses: 
 
FINDINGS: 
 

 

Grand Jury Finding #1:  There is substantial unused accumulated vacation time in all 
jurisdictions in San Luis Obispo County. 
 
City Response:    The City Council partially disagrees with this statement.  “Substantial” is not 
defined. However, what is evident is that accumulation of vacation is not an uncommon 
employee benefit and can be an effective tool to promote employee productivity and security, as 
well as manage operating costs. While we can only respond to the City of Morro Bay employees’ 
unused accumulation of vacation time, the City is aware that there are some employees who have 
reached and/or are reaching their maximum allowable accumulation. However, all 
accumulations fall within the current bargaining unit’s Memorandum of Understanding (MOU). 
As per all MOU’s, vacation accruals are dealt with as of November 1st of each calendar year.  
The City does not deem this accumulation “substantial”.  
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Grand Jury Finding #2:  With the exception of Cities of Grover Beach and Arroyo Grande, all 
jurisdictions in San Luis Obispo County allow unlimited accrual of sick leave.  All jurisdictions 
but one, however, have a policy allowing the buyback or payoff of accumulated sick leave either 
annually or upon leaving city employment. 
 
City Response:  The City Council partially agrees with this statement.  The City of Morro Bay 
does allow unlimited accrual of sick leave. However, the City of Morro Bay does not pay out any 
sick leave to employees who leave city employment prior to retirement. The City does allow 
retiring employees for certain bargaining groups to cash out a portion of their sick leave at a 
small percentage of their base pay based on the applicable rules in place for their bargaining 
group and MOU. 
    
Grand Jury Finding #9:  The City of Morro Bay has 12 employees with over 300 hours of 
accumulated vacation time and is in violation of its own policies, in some cases. 
 
City Response:  The City Council partially agrees with this statement.  In all but one of the 
City’s MOU’s/Resolutions/Agreements there is a provision stating “Employees exceeding the 
xxx hour maximum (differs based on bargaining unit) as of the pay period containing November 
1 will be paid off for vacation time exceeding the xxx hour maximum.  Payment shall be 
computed based upon the employee’s base hourly rate of pay as of June 30 of the same calendar 
year.  Vacation pay out will occur in the first pay period occurring on or after December 1”.  
The City’s POA does not have this stipulation in their MOU and in fact cease accruing vacation 
time if they reach their maximum accrual.  As of today’s date, there are some City employees 
who currently exceed the 300 hours the Grand Jury detailed in their report; however, 300 hours 
is a number randomly selected and not a limit currently found in any groups’ 
MOU/Resolution/Agreement.  Each City employee’s accumulation to date still falls within their 
MOU language as this isn’t handled until November 1 of each year.  In addition, the City 
strongly encourages its employees to use their vacation time. 
 
Grand Jury Finding #10:  Most jurisdictions do not update their personnel rules and regulations 
after MOU’s are developed with each bargaining unit.  All personnel rules are incorporated into 
any new MOU’s but personnel rules are not always updated accordingly. 
 
City Response:  The City Council partially agrees with this statement.  The City concedes that 
our Personnel Rules and Regulations are in need of updating. However, it has never been our 
policy nor do we intend on making it policy to update the Personnel Rules each time an MOU is 
modified. The reasoning behind this policy is because in order to change or update the Personnel 
Rules and Regulations, the City must meet and confer (bargain) in good faith with all affected 
represented employee groups (conceivably the same group or groups that the City reached 
agreement with and thus initiated the update). Meeting and conferring with three represented 
employee groups and two unrepresented groups can be time-consuming. Further, the Personnel 
Rules and Regulations are meant to provide City-wide guidance, while MOUs provide more specific 
detail on topics that may apply to a smaller segment of the City or of the represented employee 
group. If every MOU change was to be reflected in the Personnel Rules and Regulations, there 
wouldn’t be a need for one or the other document.   
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RECOMMENDATIONS: 
 
 

Grand Jury Recommendation #1:  All jurisdictions should review their accumulated vacation 
time and implement steps to address future accumulation and payment of vacation time. 
 
City Response:  The City Council agrees with this recommendation and will continue in our 
efforts to reduce the allowed maximum accumulation totals found in each individual 
MOU/Resolution/Agreement.  In regard to the Current MOU/Resolution/Agreement, the allowed 
maximum accumulated vacation time was developed after negotiating in good faith with 
employees and are aimed at balancing employee’s needs for flexibility in accumulating and 
taking vacation time with the City’s desire to manage the liability. The City reviews all 
accumulated leave time, not just vacation accumulation, at least annually and works with and 
strongly encourages its employees to use their vacation time to ensure compliance with the 
City’s policies and various MOUs. 
 
Grand Jury Recommendation #2:  All jurisdictions that do not update their personnel rules 
after implementing new Memorandums of Understanding should update their personnel rules to 
reflect current practices. 
 
City Response:  The City of Morro Bay disagrees with this recommendation and does not believe 
its Personnel Rules and Regulations are in conflict with the MOUs/Resolution/Agreement for 
represented employee groups. The Personnel Rules and Regulations apply to all City employees 
while an MOU applies to only the employees represented by that bargaining unit. Further, if 
there is a conflict between the Personnel Rules and Regulations and the MOU, the MOU 
prevails. As described under Finding 10 above, updating the Personnel Rules and Regulations 
requires the City to meet and confer with every represented employee group, a time consuming 
process. 
 
Grand Jury Recommendation #8:  The City of Morro Bay should enforce its policies with 
regard to accumulation of vacation time in excess of allowable time. 
 
City Response:  The City Council not only agrees with this recommendation but wants to ensure 
the Grand Jury that we enforce the language found in each MOU’s/Resolution/Agreement for 
each bargaining group regarding the accumulation of vacation time.      
 
Grand Jury Recommendation #9:  All jurisdictions in the County should constantly monitor 
their accumulated sick leave, vacation and compensatory time to ensure that they do no incur 
further unfunded liabilities. 
 
City Response:  The City Council partially agrees with this recommendation.  The City does 
monitor employees’ vacation and compensatory accumulated balances and encourages the use 
of those hours.  However, the City cannot mandate the use of those hours and it is unrealistic to 
think that the City will not incur further unfunded liabilities. The balance of accumulated leave time 
is not a static number; rather it increases and decreases as employees earn and use their 
accumulated time or leave city employment; it is also based upon the wages earned by employees at  
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the time of use or payout of unused leave, as appropriate. Further, it is quite common for there to be 
a two- to four-month lag between an employee who leaves the City and a replacement being hired, 
that frequently results in salary savings sufficient to fund the exiting employee’s leave pay out, if 
necessary. 
 
Grand Jury Recommendation #10:  All jurisdictions in the County should report annually to 
their citizens on the status of vacation and sick leave accumulations, and compare them with the 
prior year to demonstrate how they are addressing the unfunded liability problem. 
 
City Response:  The City Council agrees with this recommendation.  As indicated under the City 
response to Recommendation #9, the City continuously monitors their employees accumulated 
vacation balances and encourages the use of those hours. In addition, the City currently posts on 
its website the last three (3) years of Comprehensive Annual Financial Reports (CAFRs) wherein 
the value of annual leave accruals are provided. Citizens can readily access these posted reports 
and compare changes in accrual balances from year to year. 
 
 
Please let the City know if you have any further questions or would like additional information. 
 
Sincerely, 
 
 
 
William Yates 
Mayor 
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Staff Report 
 
 

TO:   Honorable Mayor and City Council     DATE:  April 30, 2012 

FROM: Robert Schultz, City Attorney 
 
SUBJECT: Request for Approval of Amendment #2 to the Lease Agreement for 

Lease Site 122-123/122W-123W (Harbor Hut, 1205 Embarcadero) 
 

RECOMMENDATION:  
Staff recommends that the City Council adopt Resolution 21-12 for Lease Site 122-123/122W-
123W approving Amendment # 2 to the lease to extend the term 10 years.  
 
FISCAL IMPACT:   
None. 
 
BACKGROUND:       
The City currently has a lease agreement for Lease Site 122-123/122W-123W with Troy and 
Heather Leage THMT, Inc.  This Lease Site includes the Harbor Hut Restaurant building, the Lil 
Hut takeout building and berthing for a tour boat operation.  The Tenant desires to construct 
approximate 680 sq. ft. second level over the existing office, freezer and kitchen preparation area 
on Lease Site 122-123/122W-123W, estimated to cost $150,000. Staff has determined that the 
proposed expansion of 680 sq. ft. to add additional storage space and an employee break room is 
in compliance with MBMC 17.36.020 as said additional space shall not be used as additional 
restaurant or retail service. 
 
DISCUSSION:   
Staff recommends that the City Council adopt Resolution No. 21-12 to approve the attached 
Amendment #2 to the lease agreement to extend the term of the existing lease 10 years in 
exchange for the new tenants expending a minimum of $150,000 to construct an approximate 
680 sq. ft. second level over the existing office, freezer and kitchen preparation area on Lease 
Site 122-123/122W-123W no later than June 30, 2016.  
 
CONCLUSION:   
It is recommended that the City Council adopt the attached Resolution No. 21-12 to approve 
Amendment #2 providing for a 10-year extension of the lease agreement. 
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RESOLUTION NO. 21-12   
 

APPROVAL OF AMENDMENT #2 TO THE LEASE AGREEMENT  
FOR LEASE SITE 122-123/122W-123W LOCATED AT  

1205 EMBARCADERO, BETWEEN THE CITY OF MORRO BAY  
AND TROY AND HEATHER LEAGE DBA THMT INC. 

 
T H E   C I T Y   C O U N C I L 
City of Morro Bay, California 

 
 WHEREAS, the City is the lessor of certain property on the Morro Bay waterfront 
described as Lease Site 122-123/122W-123W and Extension 122W-123W, located at 1205 
Embarcadero; and, 
 
 WHEREAS, Troy and heather Leage, dba THMT Inc., is the lessee of said property; and 

 
WHEREAS, the City and the proposed tenant, THMT, Inc. have agreed to an 

amendment to the lease agreement to add ten years on the existing lease agreement so that the 
new termination date shall be June 30, 2033 and requires that no later than June 30, 2016, Tenant 
shall complete refurbishment, remodeling and repairs on the buildings on the premises valued at 
a minimum of $150,000. 
 
 NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Morro 
Bay, California, that the Mayor is hereby authorized to execute Amendment #2. 
 
 PASSED AND ADOPTED by the City Council of the City of Morro Bay at a regular 
meeting thereof held on the 22nd day of May, 2012 on the following vote: 
 
AYES: 
 
NOES: 
 
ABSENT: 
 
 
 
       ______________________________ 
       William Yates, Mayor 
ATTEST: 
 
 
 
_____________________________ 
Jamie Boucher, City Clerk 
 



AMENDMENT #2 TO THE LEASE AGREEMENT FOR  
LEASE SITE 122-123/122W-123W 

 
This Amendment is made and entered into as of this 22nd day of May, 2012 by and between the 
City of Morro Bay, a municipal corporation of the State of California, (hereinafter “City”) and 
Troy and Heather Leage, dba THMT Inc. (hereinafter “Tenant”) to amend that certain ground 
lease for Lease Site 122-123/122W-123W dated April 27,1998 (hereinafter “Lease”). 
 
WHEREAS, Tenant intends to construct an approximate 680 sq. ft. second level over the 
existing office, freezer and kitchen preparation area on Lease Site 122-123/122W-123W, 
estimated to cost $150,000; and, 
 
WHEREAS, it is mutually beneficial for City and Tenant to acknowledge the improvement to 
the Lease Site; and, 
 
WHEREAS, the proposed expansion of 680 sq. ft. to add additional storage space and employee 
break room is in compliance with MBMC 17.36.020 as said additional space shall not be used as 
additional restaurant service;  
 
NOW THEREFORE, Tenant and City shall provide for the amendment of Lease as follows: 
 
1.  SECTION 1.01 TERM: 
The Termination Date shall be amended to read “June 30, 2033”. 
 
2.  CONSTRUCTION OF IMPROVEMENTS 
Tenant agrees to obtain the required permits and to complete construction/installation of the 680 
sq. ft. second level located on Lease Site 122-123/122W-123W valued at a minimum of 
$150,000 by June 30, 2016.  Tenant shall submit copies of invoices paid by tenant to verify 
expenses. Failure to complete said construction and provide proof of expenses by June 30, 2016 
will void this Amendment. Tenant agrees that the 680 sq. ft. addition shall be used for additional 
office space, storage and employee break room for the restaurant and for no other uses.  
 
All other provisions of the lease shall remain in full force and effect.  
 
IN WITNESS WHEREOF, the parties hereto execute this Amendment. 
 
CITY OF MORRO BAY    TENANT – Troy and Heather Leage 
 
_______________________________        
William Yates, Mayor     Troy Leage 
 
__________________________________            
Andrea Lueker, City Manager   Heather Leage 
 
APPROVED AS TO FORM: 
 
 
__________________________________ 
Robert Schultz, City Attorney 
 
ATTEST: 
 
                                                
Jamie Boucher, City Clerk 



     
   

 
Staff Report    

 
TO:   Honorable Mayor and City Council 

FROM:  Jamie Boucher, City Clerk 
   Rob Schultz, City Attorney 

DATE:  May 16, 2012 

SUBJECT: Request to Approve a Response to the Grand Jury Regarding Citizen 
Complaints and Internal Affairs Investigations 

 
RECOMMENDATION 
Staff recommends the City Council direct staff to send the attached letter to the Presiding Judge 
of San Luis Obispo County Superior Court responding to the Grand Jury report Entitled “Citizen 
Complaints and Internal Affairs Investigations”.     
 
FISCAL IMPACT 
There is no fiscal impact.    
 
BACKGROUND 
On March 20, 2012 the City received a report prepared by the San Luis Obispo County Grand 
Jury entitled “Citizen Complaints and Internal Affairs Investigations ” (attachment A).    
 
The report makes the following findings: 
 

1. The Police Departments of Pismo Beach and Grover Beach and the Sheriff’s 
Department have citizen complaint forms on their websites.  

 
2. The Police Departments of Arroyo Grande, Atascadero, Paso Robles, San Luis Obispo, 

and Morro Bay do not have citizen complaint forms available on their websites.  
 
3. The Police Departments of Atascadero, Grover Beach, Morro Bay, Paso Robles, and 

San Luis Obispo have an admonition on their citizen complaint forms.  
 
4. The Police Department of Grover Beach and the Sheriff’s Department do not have an 

admonition on their websites.  
 
5. The Police Departments of Paso Robles and San Luis Obispo indicated that they would 

soon place citizen complaint forms on their websites.  
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6. All Police Departments use the policy guidelines proposed by Lexipol.  
 
7. All Police Departments and the Sheriff’s Department adhere to the policy guidelines 

for citizen complaints proposed by POST. However, the Pismo Beach Police 
Department also adheres to the guidelines of CALEA, a national organization.  

 
8. The Sheriff’s Department has an outdated system of video recording in their vehicles 

and lacks the ability to store video data efficiently. The storage of DVDs is inefficient, 
requires too much space and slows retrieval time when it is necessary to utilize the 
information.  

 
The report makes the following recommendations: 

 
1. The Police Departments of Arroyo Grande, Atascadero, Paso Robles, San Luis Obispo, 

and Morro Bay should add citizen complaint forms to their websites.  
 
2. The Police Departments of Atascadero, Grover Beach, Morro Bay, Paso Robles, and 

San Luis Obispo should remove the admonition from their complaint forms.  
 
3. The Sheriff’s Department should upgrade its vehicles with digital recording devices in 

order to enhance safety for all personnel, reduce download time and storage space 
required, and improve the ability to retrieve information, thereby providing better 
service overall.  

 
The report specifically requires the Morro Bay City Council to submit a response to Findings #’s 
2, 6 and 7 and Recommendations #’s 1 and 2 to the Presiding Judge of the San Luis Obispo 
Superior Court by June 18, 2012.   
 
DISCUSSION 
The San Luis Obispo County Grand Jury released a report in June of 2005 entitled, “Citizen 
Complaints against Law Enforcement Agencies, Internal Affairs Investigations.” The City 
responded to this report, in accordance with CPC 933(c), in September of 2005. 
 
In October of 2011, the Grand Jury sent a letter to the Morro Bay Police Chief, stating that 
“Given the fact that most current Police Chiefs and the Sheriff were not in office at the time the 
original report was issued, the 2011-2012 SLO County Grand Jury would like to interview you 
for an update on the responses of your agency to the 2004-2005 SLO County Grand Jury report.” 
Police Chief Olivas responded to their request and was interviewed by the Grand Jury. In March 
2012, the Grand Jury submitted a new report to the City entitled, “Citizen Complaints and 
Internal Affairs Investigations,” and asked for a response from the legislative body. Staff has 
prepared the attached response for Council’s review and approval. 
 
Under Penal Code Section 933.05, the City is required to indicate one of the following responses 
to the findings: 
1.  The respondent agrees with the finding; or 
2.  The respondent disagrees partially or wholly with the findings and why. 
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Furthermore, as to each Grand Jury recommendation, the responding party shall report one of the 
following actions: 

a.   The recommendation has been implemented, with a summary regarding the 
implemented actions. 

b. The recommendation has not yet been implemented, but will be implemented in 
the future, with a timeframe for implementation. 

c. The recommendation requires further analysis. 
d. The recommendation will not be implemented because it is not warranted or is not 

reasonable and an explanation why. 
 
CONCLUSION 
After review of both the “Findings” and Recommendations” found in the Grand Jury Report, as 
well as the City’s response to each, it is staff’s hope that the attached letter can be approved and 
sent onto the Presiding Judge of San Luis Obispo County Superior Court. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 



 
 
 
 
               FINANCE       ADMINISTRATION                   FIRE DEPT.                        PUBLIC SERVICES 
        595 Harbor Street         595 Harbor Street             715 Harbor Street                   955 Shasta Avenue 
 
          HARBOR DEPT.          CITY ATTORNEY                POLICE DEPT.             RECREATION  & PARKS 
   1275 Embarcadero Road           595 Harbor Street              850 Morro Bay Boulevard 1001 Kennedy Way 

City of Morro Bay 
Morro Bay, CA  93442 

(805) 772-6205 
 

 
 
 
May 16, 2012 
 
Presiding Judge Barry T. LaBarbera 
Superior Court of California  
1050 Monterey Street 
San Luis Obispo, CA  93408 
 
Re:  Grand Jury Report entitled “Citizen Complaints and Internal Affairs Investigations” 
 
Dear Judge LaBarbera: 
 
On behalf of Council of the City of Morro Bay, thank you for the information provided by the 
Grand Jury in the report entitled “Citizen Complaints and Internal Affairs Investigations”.  This 
report was presented and reviewed by the City Council at their meeting held on May 22, 2012.  
After carefully considering the report and its findings and recommendations, the City Council 
offers the following responses: 
 
Findings: 
 
Grand Jury Finding #2:  The Police Departments of Arroyo Grande, Atascadero, Paso Robles, 
San Luis Obispo, and Morro Bay do not have citizen complaint forms available on their 
websites.  
 
City Response:    The City Council agrees with this statement.   
 
Grand Jury Finding #3:  The Police Departments of Atascadero, Grover Beach, Morro Bay, 
Paso Robles, and San Luis Obispo have an admonition on their citizen complaint forms.  
 
City Response:  The City Council agrees with this statement.   
    
Grand Jury Finding #6:  All Police Departments use the policy guidelines proposed by 
Lexipol.  
 
City Response:  The City Council agrees with this statement.   
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Grand Jury Finding #7:   All Police Departments and the Sheriff’s Department adhere to the 
policy guidelines for citizen complaints proposed by POST.  
 
City Response:  The City Council agrees with this statement.   
 
 
Recommendations: 
 
Grand Jury Recommendation #1:  The Police Departments of Arroyo Grande, Atascadero, 
Paso Robles, San Luis Obispo, and Morro Bay should add citizen complaint forms to their 
websites.  
 
City Response:  The Morro Bay Police Department has implemented this recommendation and 
created an active link to the Morro Bay Police Department Citizen Complaint form on the Police 
Department page of the City of Morro Bay web site.  
 
Grand Jury Recommendation #2:  The Police Departments of Atascadero, Grover Beach, 
Morro Bay, Paso Robles, and San Luis Obispo should remove the admonition from their 
complaint forms.  
 
City Response:  The City of Morro Bay has implemented this recommendation and removed the 
current admonition from the complaint form and replaced it with the following statement: 
 

 Any person who knowingly makes a false complaint against a Peace Officer is subject to civil 
suit and money damages.  Civil Code Section 47.5. 
 
 
Please let the City know if you have any further questions or would like additional information. 
 
Sincerely, 
 
 
 
William Yates 
Mayor 
 

 

 

 

 

 

 

 
 

 

 









































 
 

Staff Report 
 

TO:   Honorable Mayor and City Council   DATE:  April 9, 2012 

FROM: Susan Slayton, Administrative Services Director/City Treasurer 
 
SUBJECT: Resolution No. 25-12 Declaring the Intention to Continue the Program 

and Assessments for the 2012/13 Fiscal Year for the Morro Bay Tourism 
Business Improvement District (MBTBID) 

   
RECOMMENDATION:  
Council to hold a public hearing, record testimony for/against the continuation of the 
MBTBID, and adopt/reject/amend Resolution No. 25-12. 
 
FISCAL IMPACT:   
Estimated revenue for 2012/13 is $571,500 in assessments, dedicated to marketing 
expenditures ($488,127), support for the Visitors Center ($50,000), and a cost allocation 
charge by the General Fund for AGP Video filming expense ($6,000).  The remaining $27,373 
covers the gap loan provided by the General Fund for the 2010/11 revenue shortfall. 
 
SUMMARY:        
This is the annual reaffirmation of the MBTBID and authorization of the 3% assessments, as 
required by State law.  Staff requests that Council hold the public hearing to receive testimony 
for and/or against the continuation of the MBTBID, then adopt, reject or amend Resolution 
No. 25-12 as appropriate. 
     
DISCUSSION: 
State law requires the City Council to annually renew business improvement districts, and 
receive annual reports for each fiscal year.  Those reports were provided in the May 8, 2012 
staff report. 
 
Staff requests that Council hold the public hearing to receive testimony for and/or against the 
renewal of the MBTBID, then adopt, reject or amend Resolution No. 25-12 as appropriate. 
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RESOLUTION NO. 25-12 
 

A RESOLUTION OF THE CITY COUNCIL OF 
THE CITY OF MORRO BAY, CALIFORNIA, 

DECLARING THE INTENTION TO CONTINUE THE PROGRAM AND 
ASSESSMENTS FOR THE 2012/13 FISCAL YEAR FOR THE MORRO BAY 

TOURISM BUSINESS IMPROVEMENT DISTRICT (MBTBID) 
 

THE CITY COUNCIL 
City of Morro Bay, California 

 
 
 WHEREAS, the Parking and Business Improvement Area Law of 1989, Section 36500 
et seq., of the California Streets and Highway Code authorizes cities to establish and review 
business improvement areas of the purpose of promoting tourism; and  
 

WHEREAS, on April 13, 2009, the City Council held a public hearing and first 
reading of  Ordinance 546 to establish the Morro Bay Tourism Business Improvement District 
(MBTBID), and approved Ordinance 546 at its April 27, 2009 meeting; and 

 
WHEREAS, the advisory board has requested the renewal of the TBID for the 2012/13 

fiscal year to continue its activities; and  
 

WHEREAS, all other findings of Ordinance 546 to establish the TBID remain 
unchanged; and  
 

WHEREAS, on May 8, 2012, staff presented the annual report for the fiscal year 
2010/11 (the second year of the TBID), the adopted budget for 2011/12, and the budget plan 
for 2012/13, all of which are attached to this Resolution as Exhibit A; and 

 
WHEREAS, the annual report and budget plan generally describe the activities to be 

marketing activities, which attract and extend overnight stays in Morro Bay hotels, support for 
the Visitors Center, whose outreach to potential visitors is key, and a cost allocation charge by 
the General Fund for AGP Video filming expense; and 

 
WHEREAS, it is the intention of the City Council to levy and collect 3% assessments 

from the hoteliers within the TBID for the 2012/13 fiscal year; and 
 
WHEREAS, the City Council conducted a public meeting on May 8, 2012, to affirm 

the annual report and budgets, and set the public hearing date as May 22, 2012, at 6:00 p.m. (or 
soon thereafter as possible), said hearing to be held in the Morro Bay Veterans Memorial Hall 
located at 209 Surf Street, Morro Bay, California, in accordance with the California Streets and 
Highway Code Sections 36524 and 36525; and 

 



WHEREAS, on May 22, 2012, the City Council conducted a public hearing regarding 
the renewal of the TBID for the 2012/13 fiscal year, at which affected businesses had the 
opportunity to protest the TBID renewal, with the following results: 
 

FOR: 
 

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

1. That the above recitations are true and correct, and incorporated herein by reference. 
 

2. That the City Council, having affirmed the annual report and budgets on May 8, 2012 
at a regular meeting, declares its intention to renew the Morro Bay Tourism Business 
Improvement District for the 2012/13 fiscal year, and to levy and collect 3% 
assessments from hoteliers. 

 
 PASSED AND ADOPTED by the City Council of the City of Morro Bay, at a regular 
meeting thereof held on the 22nd day of May, 2012, by the following vote: 

 
AYES: 
 
NOES: 
 
ABSENT: 
 
 
      ______________________________________ 
      WILLIAM YATES, Mayor 
 
 
__________________________________ 
JAMIE BOUCHER, City Clerk 
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Staff Report 
 

TO:   Honorable Mayor and City Council     DATE:  May 14, 2012 
 
FROM: Rob Livick, PE/PLS – Public Services Director/City Engineer 
  Kathleen Wold, AICP – Planning and Building Manager 
 
SUBJECT: Introduction and 1st Reading of the Ordinance 578 Amending Modifying Section 

17.44.020.1 Providing Specific Regulations as to when Additional Onsite Parking 
will be Required for Existing Commercial Building(s) Converting from One Use to 
Another Without New Construction or New Additions, for the Mapped Specific 
North Main Street Commercial Area 

 
RECOMMENDATION 
Staff recommends that the City Council: 
 
1) Open the public hearing and receive testimony; 
2) Accept the Planning Commission recommendation to adopt the proposed Ordinance 

amendment that would allow for modification to Section 17.44.020.1; and 
3) Make a motion to approve Ordinance No. 578 by number and title only. 

 
BACKGROUND 
At the December 13, 2010 City Council meeting, Councilmember Borchard requested that staff provide 
a report on the status of parking in the North Main Street area to include options for modifications or 
amendments to City requirements which would address buildings where the number of stalls is non-
conforming to today standards.  At the February 8, 2011 meeting, staff presented a report which 
contained various options for the Council to consider prior to giving direction to staff.  City Council’s 
direction to staff was to prepare a boundary map and an exemption for Section 17.44.020.A.1.  On June 
14, 2011 staff took forward a boundary map and specific language for the text amendment.  Council 
took action to approve the submitted map and language with the additional language “to not include 
new construction or new additions” and directed staff to process the Zoning Text Amendment.   
 
Staff presented the amendment to the Planning Commission at their April 18, 2012 meeting as follows: 
 

Except in the North Main Street Commercial Parking Area as defined in Figure 
17.44.020(3) as codified at the end of this chapter where all changes in uses including more 
intense uses not including new construction or new additions will not be required to provide 
additional onsite parking.  
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Staff modified the amendment to exclude the following language “as defined in Figure 17.44.020(3) as 
codified at the end of this chapter” to ensure that the North Main Street Commercial Parking area as 
defined by the City Council is incorporated into the amendment.  The Planning Commission forwarded 
a favorable recommendation on this amendment by Resolution #19-12.  
 
DISCUSSION 
The amendment will modify Section 17.44.020.1 to read as follows: 
 
17.44.020 PARKING FACILITIES 
A. Off-Street Parking — General Requirements 
 

1. Facilities Required 
For every structure erected or enlarged, and for all land devoted to a new use, and for any 
structure or land changed to a more intensive use that would require the provision of more 
parking spaces over what already exists, off-street parking spaces shall be provided in 
accordance with the requirements and standards of this chapter, a change, expansion or 
intensification of land use which would increase the number of parking spaces required as 
provided in this title shall be based only upon the number of spaces required for the change 
or expansion.  Except in the North Main Street Commercial Parking Area as defined in 
Figure 17.44.020(3) as codified at the end of this chapter where all changes in uses 
including more intense uses not including new construction or new additions will not 
be required to provide additional onsite parking.  

 
ENVIRONMENTAL DETERMINATION 
A Negative Declaration was prepared for the project as there were no environmental impacts associated 
with the project.  The environmental document was posted for review and comment for a thirty day 
period beginning on March 16, 2011 and ending on April 16, 2011.  The State Clearing House number 
is 2012031058. 
 
PUBLIC NOTICE  
Notice of this item was published as a 1/8th page in the San Luis Obispo Tribune newspaper on April 7, 
2012 notifying all Morro Bay residents of this Zoning Text Amendment.   
 
CONCLUSION  
The proposed Zoning Text Amendment will allow the existing buildings within the North Main Street 
Commercial Parking Area to convert from one use to another without having to provide additional 
parking. 
 
ATTACHMENTS 
 
Attachment A – Ordinance No. 578 
Attachment B – Planning Commission Resolution 
Attachment C – California Environmental Quality Act, Negative Declaration, State Clearinghouse     

#2012031058 



























































 
 

Staff Report 
 

 
TO:   Honorable Mayor and City Council              DATE:   May 17, 2012        

       
FROM: Eric Endersby, Harbor Director 
 
SUBJECT: Discussion of Local Sportfishing Businesses 
 
 
RECOMMENDATION:                                                                                                         
Council review the issue and provide direction to staff.  Staff is in agreement with the 
requests/recommendations provided by the sportfishing operators. 
 
FISCAL IMPACT:   
Unknown at this time, but likely minimal. 
 
BACKGROUND:  
At the May 8, 2012 City Council meeting, Council directed Harbor Department staff to meet and 
work with the two sportfishing operators in Morro Bay regarding potential areas where a 
common “co-op” or other joint advertising and/or informational area could be established to 
promote the sportfishing industry.  On May 9th, the Harbor Director met with representatives of 
both Virg’s Sportfishing and Central Coast Sportfishing at the Harbor Office and discussed the 
matter.  Consultant Cathy Novak attended the meeting as well. 
 
DISCUSSION: 
Representatives of each business expressed a concern for the lack of signage to direct people to 
their respective businesses.  After some discussion, both businesses agreed that installing two 
kiosks or booths would benefit the sportfishing industry as a whole.  It is their request to install 
one kiosk near the South T-Pier and one near the giant chessboard.  It was not discussed how the 
kiosks might be funded. 
 
Each kiosk/booth would have a generic sign at the top that would read, for example, 
“Sportfishing in Morro Bay.”  Each business would then be provided a reasonable area on the 
kiosk/booth to put their respective business information.  In addition, both Virg’s and Central 
Coast Sportfishing desired some sort of space large enough to have a volunteer that could answer 
questions, direct patrons to the respective landings, or sell boat tickets.  The kiosk/booth would 
not require any electrical or other utility services since it is not intended to sell any fishing 
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licenses or other items that would require the utilities. 
 
The Harbor Dept. has a small wheelhouse from a fishing vessel that was dismantled years ago in 
its storage yard that may be a candidate for refurbishment and repurposed for one of the 
kiosks/booths.  Other available nautical items could be sought for the second location and/or 
construction of a new kiosk/booth altogether could occur. 
 
Virg’s and Central Coast Sportfishing are requesting that the Council approve the idea of the two 
kiosks/booths and to work with the Harbor Department and other necessary departments for 
design, construction and installation.  Furthermore, they are requesting that the City waive any 
permit fees associated with the kiosks.  However, planning, permitting, and sign ordinance issues 
have not been explored and would be the logical next step should Council wish to proceed. 
 
The discussion regarding a sportfishing co-op was explored and ideas of potential locations were 
raised.  However, no consensus was reached and no long term decisions were made other than 
the idea to form a co-op sounded like a possibility but not feasible at this time.  Staff will 
continue to work with the two businesses on this idea in the future.   
 
CONCLUSION: 
Council directed Harbor Department staff to work with the local sportfishing operators and seek 
opportunities to assist the industry.  Staff met with representatives of both operations and agreed 
upon some measures that could be taken and are seeking Council direction to proceed. 
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Staff Report 
 

TO:   Honorable Mayor and City Council     DATE: May 18, 2012 

FROM: Rob Livick, PE/PLS – Public Services Director/City Engineer 
 
SUBJECT: Status of Project No. MB-2012-S2: 2012, Street Rehabilitation Program 
 
RECOMMENDATION 
Staffs recommends the City Council review the status and provide direction to Staff. 
 
FISCAL IMPACT 
The Project is fully funded from accumulated Measure Q Funds and General Funds. Funds 
allocated in the FY2012 budget will be adequate to construct the project unless significant 
changes occur.    
 
BACKGROUND/ DISCUSSION   
This project, awarded by Council on April 24, 2012, is the first set of streets to be rehabilitated 
under the City’s Pavement Management Plan (PMP), adopted by City Council in June 2011.   
 
This project entails the rehabilitation of 24 sections of roadway on the streets shown on the 
attached map. This represents 5.7 miles of pavement, over 10% of the City’s total transportation 
network. The project includes major rehabilitation on Main Street – from Highway 1 to Quintana 
Place and the Embarcadero – from Beach Street to Coleman Drive/Power Plant Driveway, where 
work, per the contract requirements, is to be concluded before Memorial Day. The project 
features the use of recycled tire rubber in the asphalt binder, a feature that not only offers a longer 
lasting pavement, but also provides a beneficial use for a waste material that would otherwise be 
destined for the landfill.  Because of this, the City applied for and was awarded a CalRecycle 
Grant which contributes over $40,000 towards project costs. But because of the CalRecycle grant 
requirements for mandatory training of specifying recycled rubber paving materials, the project 
could not be advertised for bid until after the said training. 
 
The following is a time line from adoption of the Pavement Management Plan to the current date: 
 
Date  Event 
6/28/2011 City Council adopts PMP 
7/12/2011 City Council Adopts City budget, setting the funding level for the 2011/2012 Streets Budget 
9/11/2011 Road Scouts hired to evaluate streets and prepare construction docs 
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9/28/2011 

Decision made to postpone work until spring to get better pricing/as well as working with 
inclement weather – Typically, the end of paving season prices are higher due to contractors 
making their profit earlier in the year. 

11/8/2011 City Council approves Rubberized Asphalt Grant application 
Dec-Jan Street evaluations, bid item quantities determined 

2/7/2012 Rubberized Chip seal grant awarded 
2/8/2012 Prepare Plans & Specs for Rubberized Chip Seal 

2/27/2012 90% Plans Specifications & Detailed Engineer’s Estimate prepared 
3/12/2012 Mandatory Rubberized asphalt training 
3/13/2012 Advertised for bid 
3/15/2012 Plans and Specs finalized, first sets sent out bidders 
4/12/2012 Bid Opening, International Surfacing Systems (ISS) Apparent Low Bidder  
4/24/2012 City Council awards bid to ISS 
4/25/2012 Contract sent to ISS via email 
5/2/2012 Pre-construction meet with ISS. They say they want to start by May 14 
5/3/2012 Signed contract received from ISS, Notice of construction published on City website 
5/6/2012 Contract signed by City Attorney 
5/8/2012 Notice to Proceed sent to contractor 

5/15/2012 
-Present Phone calls and emails sent to ISS. Problems with paving subcontractor causing delays 

 
Both City staff and the City’s contract manager has been unsuccessful in getting a response from 
ISS regarding their construction schedule and their ability to meet the contract requirement of 
completing the rehabilitation work on Main Street and Embarcadero Road prior to end of 
business on May 25, 2012 (Memorial Day weekend). This is a rapidly changing situation and 
staff will inform City Council of new information as it becomes available. 
 
As of May 21, 2012 the contractor has transmitted many of the required submittals for materials 
and other contract required documents, but has not submitted a detailed schedule.  Our 
construction manager does not anticipate the contractor planning to perform any work on 
Embarcadero, Main, or Quintana prior to May 25th. It is also staff’s opinion that the contractor 
will request performing ALL work on those three streets after Labor Day.  If that is the case, then 
the City of Morro Bay will withhold retention until after notice of final completion and no 
retention will be released at substantial completion. 
 
In addition to preparing the street rehabilitation project, during this same time frame, the Public 
Services Department Engineering staff is involved with a variety of priority projects, including: 
 

 Preparation of the Adopted Bicycle and Pedestrian Plan 
 Revisions to the flood analysis for the wastewater treatment plant project per the 

California Coastal Commissions requirements for the de Novo hearing 
 Grant Applications for: 
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o North Morro Bay Streets Reconstruction/Green Streets Project 
o Two Safe Routes to School projects 
o Bicycle Transportation Account Project 
o Morro Creek Bridge Funding Application through SLOCOG 

 Del Mar Tennis Court project 
 Desal Plant Electrical Upgrade Project 
 Nutmeg Tank Replacement Project 
 Beach and Main Undergrounding Project 
 Required Water Board Stormwater Hydromodification Joint Effort 
 Stop Sign Warrant Analyses including: Radcliff, and intersecting streets, Morro/Marina, 

Pacific/Main, Beach/Market, Beach/Morro, Fresno/Marina, Morro Bay Blvd/Market 
 Development Review on a variety of residential and commercial projects 

 
CONCLUSION 
It was staff’s understanding, the contractor (ISS) could perform the critical components of the 
contract as required prior to Memorial Day.  Staff has heard that the contractor is struggling to get 
their subcontractors and material suppliers to perform in accordance with the dates specified in 
the contract.  As of the publication date and time of this report, staff is still attempting to work 
with the contractor to get the work performed in accordance with the schedule in the contract. 
 
The following options are or may be applicable to this fluid situation: 

 Suspend the portion of Work by Contractor that may impact parking and the tourism 
industry and commence work after Labor Day, per Resolution 04-03. 

 Deem the Contractor has breached the Contract by not performing work as required by 
contract in a timely manner and seek any and all remedies provided by law. 

 Delete Embarcadero and Main Street work from the Contract and rebid those portions for 
work to begin after Labor Day. 

 
ATTACHEMNTS 
 

1. City Council Resolution 04-03 
2. Excerpt from MB-2012-S2 Special Provisions 
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