
CITY OF MERCED

ADMINISTRATIVE REPORT

Merced Civic Center
678 W. 18th Street
Merced, CA 95340

File #: 15-273 Meeting Date: 10/19/2015

Report Prepared by: David Gonzalves, Director of Development Services, Kim Espinosa, Planning Manager,

and Kenneth Rozell, Senior Deputy City Attorney, City Attorney’s Office

SUBJECT: Approval of Transportation Improvement Funding Agreement and Amended and
Restated Contract for Water, Sewer and Other Services between the City of Merced and the
Regents of the University of California

REPORT IN BRIEF
Consider approving the Transportation Improvement Funding Agreement (“Transportation
Agreement”) and Amended and Restated Contract for Water, Sewer and Other Services between the
City of Merced and the Regents of the University of California (“Services Agreement”), contingent
upon either approval by the Board of Regents of the University of California or the UC Merced
Chancellor if documentation of authority to sign has been provided.  The Transportation Agreement
would provide substantial benefits to the City to mitigate the impacts of the expansion of the UC
Campus.  The Services Agreement would allow water and sewer services to be provided to UC
Merced’s 2020 Project.

RECOMMENDATION
City Council - Adopt a motion:

A.  Approving the Transportation Agreement and Services Agreement with the Regents of the
University of California; and,

B.  Authorizing the City Manager to sign such agreements (including the Form Roadway Repair
Agreement and Agreement Affecting Real Property and Covenant to Annex attached as exhibits to
the Transportation Agreement and Services Agreement, respectively) when:

1.  The Transportation Agreement and the Services Agreement have been approved and
executed by the Board of Regents of the University of California or executed by the UC Merced
Chancellor after the University’s General Counsel has provided to the City Attorney’s office a legal
opinion signed within the past thirty days stating that the Board of Regents has delegated the
necessary authority to the Chancellor to sign these agreements on behalf of the Board of Regents;
and,

2.  UC Merced has provided to the City Attorney’s office legal descriptions, for Attachment 5 to
Services Agreement (Agreement Affecting Real Property and Covenant to Annex) that are consistent
with the provisions of the Services Agreement; and,

3.  The City Attorney’s office has received fully executed original versions of the
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Transportation Agreement and Services Agreement.

ALTERNATIVES
1. Approve as recommended; or
2. Deny; or
3. Refer to staff for further study; or
4. Take no action.

AUTHORITY
Merced City Charter, Section 200

CITY COUNCIL PRIORITIES
Approval of the Transportation Agreement and Services Agreement are City Council priorities.

DISCUSSION
Background

In 2003, the City and the Board of Regents of the University of California entered into the “Contract
for Water and Sewer Capacity and Services Between the City of Merced and The Regents of the
University of California.”  Under this agreement, the City agreed to provide water and sewer services
to the proposed new UC Merced campus, subject to certain conditions.  After the agreement was
signed, the City installed the necessary infrastructure to connect the UC Merced campus to these
services.  The City has been providing these services to UC Merced since that time.

In 2008, UC Merced issued draft environmental documents analyzing the impact of Phase Two of the
UC Merced Campus expansion - the 2020 Project.  The City and the County of Merced provided
substantial comments to the draft environmental documents, indicating that these documents did not
properly identify and mitigate the impacts that the 2020 Project would have on the City and County of
Merced.

Subsequent to these comments, UC Merced’s then Chancellor S. M. “Steve” Kang issued a letter
dated April 6, 2009 (the “Chancellor’s Letter”) that outlined the basic terms of a transportation
agreement between the parties that would provide additional mitigation for the 2020 Project above
and beyond that which was proposed by UC’s environmental documents.  Both the City and County
accepted the terms of the Chancellor’s Letter.

Negotiations over the terms of a transportation agreement started later that same year.  After
extensive negotiations since 2009, City staff and UC Merced representatives have reached a
tentative agreement on the terms of the Transportation Agreement and the Services Agreement.

Transportation Agreement

The proposed Transportation Agreement would provide a number of substantial benefits to the City,
including:
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1.  No City roads would be used by certain types of larger trucks that will be utilized in the
construction of UC Merced’s 2020 Project.  If these trucks do use City streets, then UC would be
required to mitigate the impacts of such truck trips on City streets.

2.  UC would provide its proportionate share of funding for Phase II of Campus Parkway
(Childs Avenue to Highway 140) within 60 days after issuance of a notice to proceed on this phase.
This could total as much as $3.3 million if no grant funding is received.

3.  Once Bellevue Road has average daily trips of 9,000 or more, then UC (on behalf of itself
and the University Community Properties) would fund 83 percent of the entire costs of engineering,
environmental analysis and construction costs for widening Bellevue Road between “G” Street and
Lake Road from two lanes to four lanes.  The UC would also agree to deposit a total of $900,000
between fiscal years 2015-2016 and 2017-2018 to fund the design phase of the Bellevue Road
widening.  After the Bellevue Road project is completed, the UC would be entitled to reimbursement
for up to 17 percent of the total costs of the project from property owners along this portion of
Bellevue Road that later develop their properties.  The UC would also be entitled to reimbursement of
a portion of the sums it advanced from the University Community Properties if these properties
subsequently are developed and annexed to the City.

4.  UC would fully fund construction of improvements to the intersections of Lake Road and
Bellevue Road and to Lake Road and Yosemite Avenue when the level of service at each
intersection reaches a level of service “D”.

5.  UC would agree to obtain a City encroachment permit for new or relocated bus stops within
the City.  In addition, within three years of the date of the agreement, UC would obtain an
encroachment permit for each existing exclusive UC bus stop within the City.  Until such time as UC
obtains these encroachment permits, UC would agree to indemnify the City for claims arising from
the bus stops to the extent such claims were a result of negligent or willful acts or omissions of UC or
its officers, employees or agents.

It is anticipated that the UC and the County of Merced will also enter into a Transportation Agreement
that will be complementary to the Transportation Agreement between the City and UC that is being
considered.

Services Agreement

City staff and representatives of the UC also reached a tentative agreement regarding the City
providing UC with water and sewer services for the 2020 Project.  Under the terms of the proposed
Services Agreement, the City would also provide water and sewer services for the expansion of UC
Merced pursuant to its 2020 Project.

The proposed Services Agreement would limit retail and restaurant uses to not more than 25,000
aggregate square feet - sized to only serve campus demand within the footprint of the 2020 Project.
The proposed Services Agreement would also limit business park-type development within the
footprint of the 2020 Project to a total of 20,000 square feet.  Both restrictions would ensure that
extensive private development is not allowed to benefit from City services without annexation by
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locating on the campus itself.

In addition, the proposed Services Agreement’s Attachment 5 (Agreement Affecting Real Property
and Covenant to Annex) would substantially narrow the circumstances under which the UC could
choose not to annex to the City of Merced if the City initiates annexation of any portion of the UC
Merced campus.  Before this can occur, a party must have substantial evidence in support of any of
the following: (1) that the annexation would be contrary to law; (2) that the annexation would impose
significant and unreasonable costs or other financial burdens on either party [i.e. annual costs greater
than two million dollars ($2,000,000)]; or (3) that the annexation materially infringes upon a party’s
lawful powers of governance or organization.  The proposed revised Attachment 5 also establishes
an informal dispute resolution process and non-binding mediation process that the parties may
participate in before triggering termination of the annexation proceedings.

Recommended Approval Process for Transportation Agreement and Services Agreement

The proposed City Council motion for approval specifically links the approval of the Transportation
Agreement and the Services Agreement and states that the City Manager can only execute the
Transportation Agreement and Services Agreement once the Board of Regents or the Chancellor
(with proper authority as evidence by a letter from the UC’s General Counsel office) has executed the
agreement and fully executed original versions of these agreements have been received by the City
Attorney’s office.  This helps ensure that the City will receive the substantial benefits of the
Transportation Agreement in conjunction with its agreement to provide water and sewer services to
UC Merced’s 2020 Project.

With these safeguards built into the approval process, staff recommends that the City Council
approve the Transportation Agreement and Services Agreement.  These agreements will not only
provide substantial benefits to the City, but will allow UC Merced to construct its 2020 Project and
expand its student population to 10,000 students.

IMPACT ON CITY RESOURCES
Approval of the Transportation Agreement will provide substantial funding to mitigate the impacts of
the expansion of UC Merced pursuant to its 2020 Project.  Approval of the Services Agreement will
ensure that existing and future revenue streams to the City’s sewer and water enterprise funds from
UC Merced will continue for a minimum of ten years from the effective date of the Services
Agreement.

ATTACHMENTS
1.  Transportation Improvement Funding Agreement.
2.  Amended and Restated Contract for Water, Sewer and Other Services between the City of
Merced and the Regents of the University of California.
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