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Companica/Fegumlans The case, Los Angeles Unifled School District v, Great American Insurance Companny and WEIGHING (I S ———
Saies / Mackaling Hayward Construction Company (2010) 49 Cal.dth 735, became & key battieground far
California public agencies against contracbors when the trial cowt in the case sided with S-?STEM .
Socurity LAUSD against contractor Haywasnd Construction. The trial court applied the 1979 Court
. of Appeals halding In Jasper Construction, Int, v. Foothill Junlor Callege Dist, [1579) 91
Cipugmined Mangipest Cal.App.3d 1, which had contradicted the federad Spearin Doctrine by holding that a
public entity cwner s llable for a contractor's axira costs arsing from incorrect or
incomplete bld documents only whene the public entity affirmatively mismprésents or
E.q.uwnt aAnd Sorncis frau-nulentl'f conoeals the truth
= In United States w. Spearin (1916) 248 U.5. 132, the United States Supreme Court held
Biogs that & public agency owner impliedly warrants the :n:uru-q.- ang completensss of its bid
Expad plans and specifications to the bédding contractors for construction. The Spearin Doctrine y s
b has become & stapie for detarmining A cORDFACIOFS Fight To reasonably rely wupon a public ThE J'Jh E-EEIGH
Hasinal Connaed agency s bid gocuments, Howewer, the trial court’s Interpretation of the law in the 1 can save you
Ind LAUSD case went agalnst the Spearin standard by nequiring the contractor o prove
usiry Nows Either that that the public agency's bld doturnents affirmatively misrepresented The 'H {I 1 l [ '
Formma and Choodksls actual construction conditions or that the agency intentionally concealed the true facs wr b LD

from the bidders. E!ﬂl'.'h ye

Product & The Court of Appeals in the LAUSD case reversed the trial court's decision, and the
) SR ~. Digtrict appealed, The Supreme Court's July 12, 2010, declsion in LAUSD sotties this
Austisn Calondas major Issue in California law and provldes much needed clarification for both public
RIS EES entitles and contracars.

[ e

The case imvalved & contridt to cormect construction defects in & partislly constructed
school and complete the school construction, Bidders wene glven the plans and
specifications for constructing the new school and "punch lists™ for cormecting |berms of the

da o el ~.  partial constmaction already performed by & terminated contractor.
Crwrvme o Bha Mankh
After the low Boder, Hayward Construction, began work unger its fixed price contract, i€
CBO showsintinr infarmed the District that (¢ had significantly unoenestimated the cost of the memedal
CBO wark, which had deficiencies that had not been nofed on the punch 115t (or the plans and
Abaout specifications). Hayward scusght additional compensatien for these “latent® deflects.
Aboul Us At trial, the District was granted summary adjudication based on the trial court's finding
Conkict Us that the Districy had not affirmatively missepregented the construction work on the plans
and spedfications, or fraudulentty concealed materiad information from that provided to
A i the contractor for its bid. The Cowt of Appeal then reversed that decision, holding that

the trial court applied toa Stringent of & legal standand 1o the contractar's daim. The

P
Teoe Releases District appealed the appellabe cowt's dedsion to the Californda Supreme Court.

Uplioad frbwork Via FTP
Resolving this issue of stabewide importance, the Callformia Supreme Court in LAUSD
evermuled Jasper, holding that fraud is not reguired for there [0 be actionable
Free Subscripthons nondisclosune against the public agency. The Supreme Court estabdished 2 nale entitiing a
% Cansirolion Busivess conractor T recover |Ts additional costs for a public entity's bid nondisclosune if: (1) the
Ouner Magazne comractor submitted it bid or baghn perfarming the work without material Infasmation,

(2} the information was in the public entity's pessession and the public entity lknew ar

¥ Canstruction Susnoss had reacon 1o kndw 2 reasonable contractos woukd be undikely to disooeer it on its own,

ARG T S {3} the contract specifications or other information furnished by the public entity misied
the contractor or dkd not put it on notice to inguire, and {(4) the public entity falled to
dleplagoe e ralagant Ipfarmation 1o theE fomlraemae. Your roaf fTaces an aerial atiamll ¢ Wery day
Flrestone Roofing Sysiems are your
The Supreme Cowt's dedsion in LAUSD v, Great Amercan nepresents & major victony for best lime of defense

the Constraction Industry in California and restores a fundamental econgmic balance to
the public works bidding process.

Willam T. Eliopouas, Eag., i a8 partner with Rutan & Tucker, LLP, & full-sandice faw firm Finda Local Find a Free g
headguartersd (n Qrange County, Califl, with offices in Costa Mesa and Palo Alto, - LS Ch U —
Primary ractice areas indude covparate and secunilies aw, business and real estaie

ltigation, labor and employment law, intellectual property, real estate, municipal and

government apency v, fand use faw, bankrupbcy, condemnation and property valuation,

Ervinwimental law, and taxation and sStare paming. For more [formation concarming

this cage, contac! Eligpoulas by phone, G50-X0-1500, ar fax 650-320-530%,
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