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TO:        James L. App, City Manager 
 
FROM:     Ed Gallagher, Community Development Director 
 
SUBJECT:    Paso Robles Gateway Project: Termination of Work Related to Application Processing 
 
DATE:       July 1, 2014  
 
 
Needs: Consider terminating all work related to the processing of the development application for the 

Paso Robles Gateway Project. 
 
Facts: 1. On April 26, 2011, the City and Quorum Properties entered into an Agreement for 

Advance of Funds (“Agreement”), pursuant to which Quorum agreed to advance all 
necessary funds to cover the City’s costs incurred in the processing of Quorum’s various 
applications for their property, consisting of 269 acres located at the northwest quadrant 
of the intersection of Highways 101 and 46 West and outside the City limits (“Property”). 

 
2. Title to the Property is apparently held by Quorum Realty Fund IV, LLC, a Delaware 

limited liability company, and Quorum Properties, Inc., the Furlotti Family Ranch and 
Quorum Realty Fund IV, LLC are referred to collectively as “Quorum”. 

 
3. On November 30, 2011, an application for the development of the Property was filed by 

Alexander Furlotti, on behalf of the Furlotti Family Ranch Company. 
 

4. Under the Agreement, the City agreed to cooperate with Quorum in processing 
applications for its project, commonly known as Paso Robles Gateway (the “Project”) on 
the Property which included (1) an expansion of the boundaries of the City’s sphere of 
influence, (2) the annexation of the Property to the City, (3) certain proposed land uses 
for the Property, (4) an amendment to the City’s General Plan, and (5) possible 
agreements between the City and Quorum regarding the development of the Property. 

 
5. The Agreement specified that the City was willing to cooperate in the processing of such 

applications only if Quorum paid for all City costs associated with the Project, including 
City staff time, legal expenses and third party consultants. 

 
6. In reliance upon the Agreement, the City entered into contracts with various third parties 

to assist with the processing of the development application for the Project and to prepare 
various documents required by law. 

 
7. Quorum initially made timely payments under the Agreement, with the last payment 

made on October 8, 2013. 
 
8. On February 25, 2014, the City notified Quorum that an additional payment of $140,000 

was due to cover pending and anticipated costs for the next few months, however no 
payment was received. 

  
9. On March 19, 2014, another notice was sent to Quorum requesting payment; on the same 
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day, City notified its consultants to stop all work on the Project. 
 
10. On March 26, 2014, Quorum formally notified the City to “suspend processing” the 

Project. 
 
11. On April 1, 2014, at Quorum’s request, the City provided Quorum with documentation 

regarding the City’s costs for all work done through March 19, 2014. 
 
12. Since April 1, 2014, the City has sent Quorum letters demanding payment, and Quorum 

has refused to pay. 
 
13. The total amount owed to the City under the Agreement is $110,045.64. 
 
14. The City has filed a legal action for breach of contract against Quorum in San Luis Obispo 

Superior Court, thus incurring additional legal expenses to enforce its rights under the 
Agreement. 
 

Analysis & 
Conclusion: Quorum has had ample opportunity to cure its breach of the Agreement, but refuses to do so.  

Under the circumstances, it would both necessary and appropriate to terminate processing the 
Project. 
 

Policy 
Reference: Agreement for Advance of Funds, dated April 26, 2011 

 
Fiscal 
Impact: The City has paid $110,045.64 to third parties for work performed on the project, for which the 

applicant has refused to reimburse the City.  Additionally, the City has incurred legal expenses to 
initiate court proceedings to recover that amount and will incur additional legal fees to collect 
the outstanding debt.   

 
Options: a. Adopt the attached Resolution Approving the Termination of All Work Related to the 

Processing of the Development Application for the Paso Robles Gateway Project  
 
 b. Amend, modify or reject the foregoing option.    
 
Attachments:  
 
1. Resolution Approving the Termination of All Work Related to the Processing of the Development Application 

for the Paso Robles Gateway Project 
2. Agreement for Advance of Funds Dated April 26, 2011 
3. Application for Development Dated November 30, 2011 
4. Emails to Mike Furlotti and James Biedenbender Dated February 25, 2014 and March 19, 2014 
5. Email from Mike Furlotti Dated March 26, 2014 requesting suspension of work 
6. Email to Mike Furlotti and James Biedenbender Dated March 31 
7. Letter to Messrs. Furlotti and James Biedenbender from City Manager Dated April 9, 2014 
8. Letter from Gregory Sanders to City Manager Dated April 14, 2014 
9. Letter from City Attorney to Gregory Sanders Dated May 16, 2014 

07-01-14 CC Agenda Item 13  Page 2 of 48



- 1 - 
82473.03019\8896508.1

RESOLUTION NO. 14-xxx 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES 
APPROVING THE TERMINATION OF ALL WORK 

RELATED TO THE PROCESSING OF THE DEVELOPMENT APPLICATION 
FOR THE PASO ROBLES GATEWAY PROJECT 

 
 

WHEREAS, the City and Quorum Properties, Inc., a Colorado corporation, entered into an Agreement for 
Advance of Funds on April 26, 2011 (the “Agreement”), pursuant to which Quorum agreed to advance all necessary 
funds to cover the City’s costs incurred in the processing of Quorum’s various applications related to Quorum’s 
property (the “Property”), consisting of 269 acres located in the vicinity of the northwest corner of Highway 101 
and Highway 46 West and outside the City limits; and 
 
WHEREAS, on November 30, 2011, an application for the development of the Property was filed by Alexander 
Furlotti, on behalf of the Furlotti Family Ranch Company; and 
 
WHEREAS, title to the Property is apparently held by Quorum Realty Fund IV, LLC, a Delaware limited liability 
company, and Quorum Properties, Inc., the Furlotti Family Ranch and Quorum Realty Fund IV, LLC are referred 
to collectively in this Resolution as “Quorum”; and  
 
WHEREAS, under the Agreement, the City agreed to cooperate with Quorum in processing applications for its 
project, commonly known as Paso Robles Gateway (the “Project”) on the Property which included (1) an expansion 
of the boundaries of the City’s sphere of influence, (2) the annexation of the Property to the City, (3) certain 
proposed land uses for the Property, (4) an amendment to the City’s General Plan, and (5) possible agreements 
between the City and Quorum regarding the development of the Property; and 
 
WHEREAS, the Agreement specified that the City was willing to cooperate in the processing of such applications 
only if Quorum paid for all City costs associated with the Project, including City staff time, legal expenses and third 
party consultants; and 
 
WHEREAS, in reliance upon the Agreement, the City entered into contracts with various third parties to assist with 
the processing of the development application for the Project and to prepare various documents required by law; 
and 
 
WHEREAS, Quorum initially made timely payments under the Agreement, with the last payment made on October 
8, 2013; and 
 
WHEREAS, on February 25, 2014, the City notified Quorum that an additional payment of $140,000 was due to 
cover pending and anticipated costs for the next few months, however no payment was received; and 
  
WHEREAS, on March 19, 2014, another notice was sent to Quorum requesting payment; on the same day, City 
notified its consultants to stop all work on the Project; and 
 
WHEREAS, on March 26, 2014, Quorum formally notified the City to “suspend processing” its Project; and 
 
WHEREAS, on April 1, 2014, at Quorum’s request, the City provided Quorum with documentation regarding the 
City’s costs for all work done through March 19, 2014; and 
 
WHEREAS, since that time, the City has sent Quorum letters demanding payment, and Quorum has refused to pay; 
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and 
 
WHEREAS, the total amount owed to the City under the Agreement is $110,045.64; and 
 
WHEREAS, the City has filed a legal action for breach of contract against Quorum in San Luis Obispo Superior 
Court, thus incurring additional legal expenses to enforce its rights under the Agreement;   
 
NOW, THEREFORE, BE IT RESOLVED, as follows: 
 
Section 1.  The recitals above are true and correct and incorporated herein in this Resolution. 
 
Section 2.  The City Council of the City of El Paso de Robles hereby determines that all processing by the City of the 
development application for the Project shall be terminated and such termination to be final.  The City Council 
authorizes the City Manager to notify Quorum, LAFCO and any other interested persons of the City Council’s action.  
The City shall also notify LAFCO that it shall oppose any application by Quorum to seek an amendment to the City’s 
sphere of influence or annexation that would include the Property. 
 
PASSED AND ADOPTED THIS 1st day of July, 2014, by the following roll call vote: 
 

AYES:  
NOES:  
ABSENT:  
ABSTAIN: 

   
  Duane Picanco, Mayor 
ATTEST: 
 
 

  

Caryn Jackson, Deputy City Clerk   
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From: Ed Gallagher
To: mf@qfunds.net; jbvalueplus@msn.com
Cc: cmf@oasisassoc.com; Susan DeCarli; Larry Werner (lwerner@northcoastengineering.com); Jim App
Subject: RE: Quorum/Furlotti Annexation
Date: Wednesday, March 19, 2014 11:37:00 AM
Attachments: Agreement for Advance of Funds.pdf

Mike,
 
The City of Paso Robles has received an invoice from AECOM in the amount of $69,835.00 for
completion of the Administrative Draft EIR. Additionally, we expect AECOM to submit another
invoice for an additional $69,835.00 upon completion of the Draft EIR (for public review) in two
weeks. Presently, there are less than $40,000 on deposit for your project.  Per the Agreement for
Advance of Funds (copy attached) that you executed with the City, it will be necessary to deposit an
additional $140,000 within 5 business days of this email notice.  Without such a deposit, the City will
discontinue work on this project.
 
 
Ed Gallagher
Community Development Director
City of Paso Robles
(805) 237-3970
ed@prcity.com
 
 

From: Ed Gallagher 
Sent: Tuesday, February 25, 2014 8:57 AM
To: mf@qfunds.net; jbvalueplus@msn.com
Cc: cmf@oasisassoc.com; Susan DeCarli; Larry Werner (lwerner@northcoastengineering.com); Jim App
Subject: Quorum/Furlotti Annexation
 
Mike and Mr.  Biedenbender,
 
Attached is an accounting of expenses incurred by the City of Paso Robles from September 1, 2013
through January 31, 2014 (minus any invoices from the City Attorney that may come in) to process
your annexation request and related applications. Supporting invoices for Oasis and AECOM are also
attached. We expect to accept an Administrative Draft EIR in the next week, at which time the
contract with AECOM requires that we pay them $69,835.00.  The next milestone following that will
be acceptance of an acceptable Draft EIR (for publication and public review), which hopefully will
occur within a couple of more weeks.  At that milestone, the contract with AECOM requires that we
pay them an additional $69,835.00.  We would suggest making a deposit of $140,000.00 to cover
the EIR expenses. This would leave the balance for expenses for staff, contract planner, other
consultants, and other administrative costs (e.g. copying, postage, and public notice legal
advertisements related to the EIR).
 
 
 
Ed Gallagher
Community Development Director
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From: Mike Furlotti
To: Ed Gallagher
Cc: Jim Biedenbender; Carol Florence; Susan DeCarli; Larry Werner; Jim App
Subject: Re: Quorum/Furlotti Annexation
Date: Wednesday, March 26, 2014 4:25:05 PM

Ed,

Please suspend processing on this project.  Please also send me an accounting so I may settle the
outstanding balance.

The administrative draft of the EIR is not sufficient. If we move forward with this project again, my
expectation is that the  circulated draft of the document will be legally defensible.

Mike

On Mar 19, 2014, at 11:37 AM, Ed Gallagher <EGallagher@prcity.com> wrote:

> Mike,
>
> The City of Paso Robles has received an invoice from AECOM in the amount of $69,835.00 for
completion of the Administrative Draft EIR. Additionally, we expect AECOM to submit another invoice for
an additional $69,835.00 upon completion of the Draft EIR (for public review) in two weeks. Presently,
there are less than $40,000 on deposit for your project.  Per the Agreement for Advance of Funds (copy
attached) that you executed with the City, it will be necessary to deposit an additional $140,000 within
5 business days of this email notice.  Without such a deposit, the City will discontinue work on this
project.
>
>
> Ed Gallagher
> Community Development Director
> City of Paso Robles
> (805) 237-3970
> ed@prcity.com
>
>
> From: Ed Gallagher
> Sent: Tuesday, February 25, 2014 8:57 AM
> To: mf@qfunds.net; jbvalueplus@msn.com
> Cc: cmf@oasisassoc.com; Susan DeCarli; Larry Werner (lwerner@northcoastengineering.com); Jim
App
> Subject: Quorum/Furlotti Annexation
>
> Mike and Mr.  Biedenbender,
>
> Attached is an accounting of expenses incurred by the City of Paso Robles from September 1, 2013
through January 31, 2014 (minus any invoices from the City Attorney that may come in) to process your
annexation request and related applications. Supporting invoices for Oasis and AECOM are also
attached. We expect to accept an Administrative Draft EIR in the next week, at which time the contract
with AECOM requires that we pay them $69,835.00.  The next milestone following that will be
acceptance of an acceptable Draft EIR (for publication and public review), which hopefully will occur
within a couple of more weeks.  At that milestone, the contract with AECOM requires that we pay them
an additional $69,835.00.  We would suggest making a deposit of $140,000.00 to cover the EIR
expenses. This would leave the balance for expenses for staff, contract planner, other consultants, and
other administrative costs (e.g. copying, postage, and public notice legal advertisements related to the
EIR).
>
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From: Ed Gallagher
To: mf@qfunds.net; jbvalueplus@msn.com
Cc: Jim App; Susan DeCarli; cmf@oasisassoc.com
Subject: FW: Quorum/Furlotti Annexation
Date: Monday, March 31, 2014 2:23:00 PM
Attachments: Accounting.xlsx

AECOM EIR Invoice 030614.pdf
City Attorney Feb 2014.pdf
City Atty March 2014.pdf
Oasis February 2014.pdf
Oasis March 2014.pdf
Oasis March 2014-2.pdf
TODD Groundwater Invoice 020814.pdf

Mike and Mr.  Biedenbender,
 
Per your request of March 26 to suspend processing on your project, the City has done so. Attached
is an accounting of expenses incurred by the City of Paso Robles from February 1, 2014 through
March 31, 2014 to process your annexation request and related applications. Supporting invoices
for Oasis, AECOM, and the City Attorney are also attached. Please note that, with the submittal of
AECOM’s invoice for $69,835.00, your account has a negative balance of $43,210.64. 
 
Please be advised that the decision as to whether the Draft EIR is sufficient is ultimately the purview
of the City.  AECOM has provided an administrative draft EIR to the City, and is, therefore, entitled to
payment of $69,835.00 as invoiced.
 
Since you requested an accounting to date, it will be necessary to deposit the balance of $43,210.64
immediately.
 
In order to resume work on your project, it will be necessary to deposit an additional $120,000:
$69,835.00 to cover AECOM’s expenses for delivery of a Public Review Draft EIR (which would follow
quickly upon resuming work); $9,862.85 for the balance on Todd Engineer’s Water Supply
Evaluation, and the balance (about $40,000) for staff and related expenses. 
 
 
Ed Gallagher
Community Development Director
City of Paso Robles
(805) 237-3970
ed@prcity.com
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