TEMNO. 7

STAFF REPORT CITY OF OCEANSIDE

DATE: May 17, 2006
TO: Honorable Mayor and City Councilmembers
FROM: Public Works Department

SUBJECT: BOND REIMBURSEMENT AGREEMENT
SYNOPSIS

Staff recommends that the City Council approve the Bond Reimbursement
Agreement to transfer funds received from Gulf Insurance Company (surety for the
original contractor) to Norton Construction, Inc. (the current contractor), for
construction of grading and public improvements for Pepper Tree Lane, an eight-lot
residential project located on 6.06 acres south of Mission Avenue on the west side of
Valley Heights Drive, and authorize the City Manager to execute the agreement.

BACKGROUND

Pepper Tree Lane is an 8-lot residential project located on 6.06 acres south of
Mission Avenue on the west side of Valley Heights Drive. The owner of the property
is Norton Construction Company.

On October 13, 1997, the Planning Commission adopted Resolution 97-P60,
approving the Tentative Map. In 1999, the Planning Commission extended the grant
of approval by Resolution 99-P82. The Final Map recorded January 5, 2001.

One of the original developers of record for the site was Markwest Development and
Harry McKim (“Markwest”). Gulf Insurance Company, on behalf of Markwest, issued
grading and public improvement bonds for the project. In January 2002, the original
property owner, Neighborhood Free Lutheran Church, filed for bankruptcy, and
further development on the project halted. Markwest never completed construction
of the required grading and public improvements. Staff entered into negotiations
with the surety company for completion of the required improvements. In August
2002, surety Gulf Insurance released a cash settlement to the City for both the
grading bond in the amount of $128,000 and the public improvement bond in the
amount of $217,000, money that was to be used for the completion of the required
grading and public improvements on the project.

Subsequently, Norton Construction, Inc. (“NCI”) took over the project as the
contractor of record and agreed to construct the grading and public improvements
required for this project in accordance with the approved plans and specifications on
file with NCI's engineer. While all parties understood that no entitlement in law to



the bond monies was acquired by NCI, NCI and the City entered into negotiations for
reimbursement of said bond monies issued to the City for actual performance by NCI
of the grading and public improvements required by the City for the project.

ANALYSIS

The agreement in concept is essentially the following:

(1) Staff and NCI agree that said cash security would be released to the
contractor of record upon completion of grading and public improvements at
the satisfaction of the City and in its sole discretion.

(2) NCI agrees to submit to the City copies of any statements, receipts, invoices
or billings they received for the improvement work.

(3) If any work is completed by anyone other than the contractor of record or
NCI, such improvement costs will be deducted from the disbursement to NCI
or the contractor of record.

The parties agreed to release the bond reimbursement in two separate payments.
One payment was to be issued when the grading work had been completed by NCI
and accepted by the City. This has occurred to date. The second payment was to
be issued by the City when the public improvements have been completed by NCI or
the contractor of record and accepted by the City. This has not occurred to date but
the public improvement work completion is imminent. All parties agreed that the two
reimbursement payments needed not to be issued contemporaneous with each
other but immediately upon completion of any one of them being performed and
accepted. A portion of the improvement bond of $217,000 will not be released to
NCI or the contractor of record for this project due to some pertinent trenching work
performed instead by contractors for Ocean Heights Development, a development
located behind the project, as Ocean Heights Development did not want to impede
progress on their own project.

Exhibit A is a vicinity map showing the aforementioned properties.

FISCAL IMPACT

There is no fiscal impact to the City as Gulf Insurance Company paid 100 percent of
the amount on the surety bonds for said grading and public improvements.

CITY ATTORNEY’S ANALYSIS

The referenced documents have been reviewed by the City Attorney and approved
as to form.



RECOMMENDATION

Staff recommends that the City Council approve the Bond Reimbursement
Agreement to transfer funds received from Gulf Insurance Company (surety for the
original contractor) to Norton Construction, Inc. (the current contractor), for
construction of grading and public improvements for Pepper Tree Lane, an eight-lot
residential project located on 6.06 acres south of Mission Avenue on the west side of
Valley Heights Drive, and authorize the City Manager to execute the agreement
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Principal Engineering Staff Assistant City Manager
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Michelle Skaggs-Lawrence, Assistant to the City Manager

Peter A. Weiss, Public Works Director
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CITY OF OCEANSIDE PUBLIC WORKS DEPARTMENT

PEPPER TREE LANE (T-4-87)




	
	
	
	
	


