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January 17, 2003

Desmend C. Lee, Esg.
DeCarleo, Connor & Selvo
533 sSouth Fremont Avenue,
Los Angeles, CA 3Q071-1706

8= Floox

Re: Public Works Casze Ne. 2002-638
Kohl ‘s Warshouse and Distribution Center
Dear Mr. Lee: .- - : oL Tt
This constitutes the decermination of the Diractor of Industrial
- Relations regarding coversge of the above-referenced project
under Czlifornia‘s preveiling wage laws and is mads Dursuant tog
Title 2, Californiz Code of Regulaticns, seaction 160C1l{a). Based
on my review of the facts of this ease and an analysis of the
applicable law, it is my determiratien that the construction of a
warehouse and distribution center by Xohl's Department Scores,
Tac. (*Kohl‘g<) in the ity of San Bernzrdino {%Prciect”) 15 a
public work subject to the payment of prevailing wages.

This Project involves the construction of a €50,000 sguare-feoot
regional warehouse and distribution ceunter by Xohl‘s, a naticnal
department store chain. The warehause and distribution cencer
will be used to support Kohil's retail stoze expansion into
Southern California, Nevada and Arizome. The Project is being
builvr at the sice of the former Nerton Air Serce Base.! The
master developer in the efforts of the City of Sar Bernmardino -ta
redgvelop this former military property is Eillwood Investment
Group (“Hillwood”). Hillwood trokersd the deal Latween Kohl s

and Qity.

To implement the Project, in Fall 2061 Agency enterad iare -
Dispositicn and Development Agreement Na, 3 ("DDA") with
Eillwood. Under the DDA, Agency trensierred to Hillwced a 60-
acre “Primary Paxrcel.” Close of escrow on the Primary Parcel was
conditioned on the concurrent c¢losing of escrow between Hillwood
and Kobl'’'s, whereby RKohl's purchased the same Primary Parcel from
Hillwoed in back to back escrow. The esecrow holder was directed

! Tha Alr Foree trmmsferzed the property to the Inland Valley Develepment
Agency {“Agency®) and the San Hamardine Intsrnstional Adrpore ‘Authorizy
{*Alrport Authority”) f£er civilian reuse and redevelopnent purposes and to
replaca tha 10,000 jobs thut were lost whan the base clogsed. The property iz
now knowr as the San Pernawdine Internation2l Airport and Trade Cancam,
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o racord the deed directly from Agency te Kohl’s te aveid =
second deeding.® .

Prior te the close of eserow and transfer of property, Hillwood
and Kohl's preparad the pPrimary Parcel for construction pursuant
to a series of temporary licensing agresments with Agency.
fillwood demolished existing structures, cbated asbastes and
lead-basad paint found within thoze structures and constructed
improvements bto the storm water drain and sanitary sewer line;
Konl's performed rough gradiag work. PFollowing demelition and
. xough grading, Kohl’'s underteok actyal building construction.

Az an inducement to locate the warehoussz 2nd distribution center
in Sar Serpardine, Kohl‘s and Agency entered into a Tax Increment
Revenue Reimburseament Agragment ({"Tax Agreement”) chrough which
Kohl's will receive a property tax rebate of $576,8%0 (27 percent
of EKohl's property tax assaessment) per year for ten years, Tha
Tex Agreement refers £o this rebate as “redevelopment assistance®
to “"reduce Development Costs,” which inelude “signifircant off-
sice infrastructure cests, utllicy construction costs and other
eligible publiec infrastructure cosks in connection with

development of the Project ... .* (Tax Agreement, p. 2.)

Kchl's also entered inte a Primary Parcel Development Mitigation
Credits BAgreement with 2Agency in which Xohl is to receive the
following: (1) 4,282 wvehisle trip credits per day (valuad at £17
Per trip to offset a $735,369 traffic impact fee; and (2) 14,118
gallons per day of sanitary sewer traeztmen: capacity zrighrs,
cffsetting a $175,769 sewer capacity fes. If the City refuses ro
recognize the assigmment of these credits from Agency te XKohl’s,
hAgendy * becomes responsible for paving these fees op HKobl’e

behalf.

In addition, agency pald $18,359 for environmental tasting and
inspection work perfermed by professieaal engineaxs on this
Project, the puxpose of whish was to insure that Hillwood's
demolition eontracters followed proper pracedure for testing and
inspecticn of construction debris. Agency is authorized to spead
an additional §11,841 for any othar wegessary envireaomencal

* Hillwood purchesed the Primavy Parcel from Agency for $1,9%5%,521 plus 20
peccent of the PEXcess Saley Froceeds* from the subseguant sale to Koal‘s.
EilTwosd than furned arcumd snd 5513 the parcel te Xohl's for $6,584,371.4C.
Beczuse thiz dekerminatisn i BLeing dexzided oa other grounds; ik e
uraeeessary to reach the isste of whetler the Agensy gold the proparty to
1llwoed at lesg than falr market wvalue and, if so, wherher much a EransBaz
wonld coustitute a pavinent of publis funds for comstruction.
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testing and inspection work identified during the demolition and
akhatemant work.

Under what is now Labor Code section 1720{al (L)' (as =zneaded by
statutes of 2001, chapter 238, secticn 2 (Seaats Bill $75))}, a
public woerk d3 defined as *[¢lonstruction, alteration,

demolition, izmestallation, or repair wozrk done wnder "wontract and’

pald for in whole or in part out of publie funds ... . For
purposes of thiz paragraph ‘constructicn’ inciudes work performed

during gesign =and pre-comnstruction phasas of c:onstrucl::.on' ‘
including, but not -limited te, inspectlon and land sgurveying ..

wcrk h

The Project involves construction, altervation, demolition and
inspection. 7The work was performed umder comtract. The Project
‘was paid for in part ocut of publie funda, the scurce of public
funds including the property tax rebates from Agency te Hohl's
and the paymsnt of professional engineering costs by Agency for
pre—constructicn testing and inspection peorformed during
demglision and abztement work by Hillwood.! | Therafere, Lhe
Froject is & public work requiring the payvient of prevailing
WEGES . :

I nope this determination satisfacterily answsrs your inguiry.
Sincerely,

Chuck Caks

Acting DPirector -

¥ Unlees otherwise indicated, all subsefuent statutery geferences ace to the
Labhor Cola.

' The effective dmte of cection 1740 =mecdments under Senmate Bill 975 was
Janvary 1, #2002. The amandad version of section 1720 dogs not apply. heawevar,
Because the documents foxmzlizing the Prodsch, i.e., the DDA, ere., wsra
enterad inwg prior to kthe effective dats of the amandsents.

® An additicnal source of expenditure of public funds would exist if City
refuses to recognizs Ageney’'s mssighttent of wvehigle trdp ecrxedicg a_d Sewaer
trestment capagity rights ko Rohl's, thereby frisgoring Agency’s obli gation to
pa3y the reguirad traffic and sewer impact fees on bshalf of Koehl s, Downbows
Redevalspmart Flan Frojecty, City of Vacaville, BW 2000-01S5 {Mawxch 22, 20481).



