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WESTERN HILLS WATER DISTRICT B Y F ﬁ x

SUPERIOR COURT OF THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF STANISLAUS

WESTERN HILLS WATER DISTRICT, a
California public agency water district,

Case No.: %“24 003 1 5 5

Plaintiff, VERIFIED COMPLAINT FOR VIOLATION
F

FALSE CLAIMS ACT; DEMAND FOR

0
V. JURY TRIAL

WORLD INTERNATIONAL, LLC, a Delaware
limited liability company; THREE60 LLC, a
Delaware limited liability company; LAVELLE
LAW GROUP, APC; GUILLERMO MARRERO,
CARMEN KEARNEY aka CARMEN MILLAN
KEARNEY, DOUGLAS KEARNEY, and DOES
1-100, inclusive,

Defendants.
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Plaintiff WESTERN HILLS WATER DISTRICT (hereafter referred to as “WHWD” or
“DISTRICT?™) files this action for violation of the California False Claims Act (California Government
Code §§12650 et seq. aka QUI TAM) seeking damages and alleging as follows:

PARTIES

1. Plaintiff WESTERN HILLS WATER DISTRICT is, and was at all times herein, a public agency

water district formed and organized under the laws of the State of California pursuant to the California

Water Code, Division 13, §§ 34000 to 38501, entitled “California Water Districts” and is, at all times
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herein relevant herein, acting in its official capacity as the legislative body of the District and the
DIABLO GRANDE CFD (hereafter “DIABLO CFD”). WHWD is located in Stanislaus County with its
principal office located in Patterson, California.

2. Defendant WORLD INTERNATIONAL LLC (hereafter “WORLD?”) is a limited liability
company organized under the laws of the State of Delaware conducting business in Patterson,
California. WORLD was and is duly registered with the California Secretary of State to do business in
the state of California. At all times relevant herein and except as noted, WORLD conducted its business
affairs at a physical office located at 9501 Morton Davis Drive, Patterson, California 95363 in the
County of Stanislaus.' At various times related hereto, an individual, Thuong Luong (“LUONG?),
nominally employed by GEHR Hospitality, acted as an agent and corporate representative for WORLD
and coordinated its business operations, particularly with regard to negotiations and preparation of the
2020 WORLD-ANGELS Property Sales Agreement (PSA) and the April 24, 2020 WHWD-WORLD-
ANGELS Assignment, Assumption and Release Agreement (AA&R Agreement) with the terms and
conditions described hereinbelow and related matters.

3. Defendant THREE60 LLC (hereafter “THREE60”) is a California limited liability company
organized under the laws of the State of Delaware with its principal place of business in Patterson,
California. At all times relevant hereto, THREE60 was the parent company and self-described “sole
member” of WORLD and as its Managers controlled and operated WORLD. On information and belief,
the members and managers of THREE60 and percentage ownership interests were Linda Marcos Dayan,
Manager (20%), Elvira Marcos Dayan (20%), Francis Marcos Dayan (20%) and Rafael Marcos Dayan,
Manager (40%). For example, Linda Marcos Dayan aka Linda Marcos signed the April 24, 2020 AA&R
Agreement discussed below as the Manager of THREE60 LLC, the sole member of WORLD
INTERNATIONAL LLC.

4. At all times relevant hereto, Defendant THREEGO was the alter ego of WORLD. THREEG0 and
WORLD had a unity of management, interest, and ownership pertaining to DIABLO GRANDE and

WHWD as well as other corporate entities related to the Diablo Grande development project.

' After the April 2020 purported sale of WORLD assets to ANGELS, as discussed infra, WORLD CFO
C Kearney relocated the World office to 9521 Morton Davis Drive, Patterson, California.
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5. Facts and conduct of the named Defendant parties herein which support the finding that WORLD;

and THREEG60 are corporate alter egos include but are not limited to.

(a) The treatment by an individual of the assets of the corporation as the same as demonstrated by
the nominations for WORLD corporate officers and attorney to be members of the WHWD
Board of Directors by Rafael Marcos Dayan and the Linda Marcos Dayan’s execution of AA&R
Agreement on behalf of THREE60 as “sole member” by World;

(b) The identification of the equitable owners thereof with the domination and control of the two
entities as demonstrated by the Linda Marcos execution of AA&R Agreement o/b/o THREE6(
as “sole member” by World;

(c) ldentification of the directors and officers of the two entities in the responsible supervision and
management as identified and demonstrated by Rafael Marcos Dayan and Linda Marcos conduct
of business as “Managers” as well as the execution of AA&R Agreement o/b/o THREEGO as the
“sole member” by World;

(d) Sole ownership of all of the stock in a corporation by one individual or the members of a family
as alleged herein and as demonstrated by Linda Marcos execution of AA&R Agreement o/b/o
THREE®60 as “sole member” by World;

(e) The use of the same office or business location as demonstrated by Carmen Kearney-Millan in
her multiple business roles, duties and practices;

(f) The employment of the same employees and/or attorney as identified herein and demonstrated
by the roles of the three (3) World employees as WHWD Board of Directors and their continuing
conduct of WORLD business affairs-all of whom are known to have held their public office
under a guaranteed WORLD Hold Harmless and Indemnification Agreement insuring them
against claims related to or arising out of their public offices as Directors of the WHWD,;

(g) The concealment and misrepresentation of the identity of the responsible ownership,
management and financial interests, or concealment of personal business activities as
demonstrated and alleged herein by MARRERQ and C KEARNEY.

6. Defendant Guillermo MARRERO (“MARRERO”) is an individual, who, at times relevant
hereto, was a member of the WHWD Board of Directors from approximately July 2009 to December
2020. MARRERO acted as the President of the WHWD Board of Directors from 2009 until late 2020.
Thereafter, MARRERO continued to act as a WHWD Board member until his resignation on or about

December 1, 2020.
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7. OnJuly 1, 2010 Rafael Marcos Dayan holding himself as the Manager of WORLD, the owner of
at least two-thirds (2/3rds) of the assessed valuation of the lands within the Western Hills Water District
(constituting 2/3rds of the vote) nominated MARRERO for President of the Board and further agreed
“...if (MARRERO) accepted such appointment, World agrees to defend, indemnify and hold harmless...
(against a broad scope description of claims, losses, etc.) as a result of, arising out of or relating to (his)
actions, activities and resolution as President of the Board of Directors of the Western Hills Water
District.”

8. MARRERO has been and is a California licensed attorney (Guillermo Marrero #99056) who
represented WORLD through his “100% owned” law firm International Practice Group, PC (“IPG”)

located at 1350 Columbia Street, Suite 500, San Diego, California prior to and during his entire tenure
on the WHWD Board of Directors. MARRERUO is also an owner of the office condominium suite REAL
property where the [PG law firm is located. MARRERO is sued in his individual capacity and as a
corporate attorney-agent acting pursuant to a power of attorney for WORLD and a financially interested
person in WORLD and THREEG60 business transactions.

9. Defendant CARMEN KEARNEY aka CARMEN MILLAN-KEARNEY (“C KEARNEY™) is an|

individual who, at all times relevant hereto, was an employee of WORLD acting as the Chief Financial

Ofticer (“CFO”) for WORLD and various other WORLD-related business entities and a member of the
WHWD Board of Directors until on/about December 2020. C KEARNEY resided in a residence owned
by WORLD located in DIABLO GRANDE and served as the WHWD’s Treasurer until December 2020.
C KEARNEY is sued in her individual capacity and as a corporate officer representative-agent of
WORLD and various other WORLD-related business entities and as a financially interested person in
WORLD and THREE®60 business transactions.

10. Defendant C KEARNEY was also nominated and appointed to the WHWD Board of Directors
by WORLD with the further understanding and agreement “...if (C KEARNEY) accepted such
appointment, World agrees to defend, indemnify and hold harmless you... (against a broad scope
description of affiliates and claims, losses, etc.) as a result of, arising out of or relating to (her) actions,

activities and resolution as a member of the Board of Directors of the Western Hills Water District.”
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11. Defendant DOUGLAS KEARNEY (“D KEARNEY™) is an individual who at a}l times relevant
hereto was an employee of WORLD and a member of the WHWD Board of Directors until 2020. Upon
information and belief, D KEARNEY was the husband of C KEARNEY during their tenure on the
WHWD Board of Directors. During his tenure on the WHWD Board of Directors, D KEARNEY served
as WORLD’s self-described “Asset Manager” and resided in a residence owned by WORLD located in
DIABLO GRANDE until his resignation as a Board Director effective June 5, 2020. D KEARNEY is
sued in his individual capacity and as a WORLD corporate officer representative-agent and a financially
interested person in WORLD and THREE®60 business transactions.

12. On or about July 1, 2010 Defendant D KEARNEY was also nominated and appointed to the
WHWD Board of Directors by Rafael Marcos Dayan, acting in his capacity of “Manager” for WORLD
with the further understanding and agreement “...if (D KEARNEY) accepted such appointment, World
agrees to save, defend, indemnify and hold harmless you ... (against a broad scope description of
affiliates and claims, losses, etc.) as a result of, arising out of or relating to (his) actions, activities and
resolution as a member of the Board of Directors of the Western Hills Water District.”

13. Defendant LAVELLE LAW GROUP, APC, (LLG) at all times relevant hereto, was a California
Law form existing and located in San Diego, California. LLG was retained by WHWD in 2018 to
pursue foreclosure actions against properties owing Mello-Roos fees owned by WORLD in the
DIABLO GRANDE project area.

14. RAFAEL MARCOS is a foreign national individual who, at all times relevant hereto, based upon
information and belief, owns approximately 40% and is a principal member of WORLD and THREEG60.

15. LINDA MARCOS is a foreign national individual who, at all times relevant hereto, based upon
information and belief, owns approximately 20% of THREE60 and is a member of WORLD and
THREEG60.

16. CAROLINA JUAREZ is a California licensed attorney (Carolina Juarez #298464) who, at all
times relevant hereto, acted as an attorney for the WORLD and THREEG60 business transactions through
the MARRERO law firm [PG. CAROLINA JUAREZ business address is listed at International Practice
Group, PC, 1350 Columbia St, Unit 500, SanDiego, California 92101-3455.
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17. ANGELS CROSSING LLC (hereafter “ANGELS”) is a limited liability company organized and
registered as a “One Manager” Domestic LLC on December 10, 2019 under the laws of the State of
California with its principal place of business in Los Angeles, California, California. As alleged for the
times relevant hereto, ANGELS purportedly owned property interests and operated its business as the
successor-in-interest to WORLD under the April 24, 2020 AA&R Agreement for the DIABLO
GRANDE subdivision development project, located in Patterson, California, within the WHWD
jurisdictional area. ANGELS CROSSING is a named defendant in a related case filed in Stanislaus
County filed on/about April 19, 2024.

18. DONALD BERNARD HALE, JR. (“HALE”) is an individual who, at all times relevant hereto,
was the Chief Executive Officer and designated corporate officer and representative for ANGELS
located at 3150 Wilshire Blvd., Suite 2722, Los Angles, California 90010. Don Hale Jr. signed the April
24,2020 AA&R Agreement discussed below as the Managing Member for ANGELS.

19. Plaintiffs are currently unaware of the true names and capacities of Does 1 through 100,
inclusive, and therefore sue those parties by such fictitious names. Does 1 through 100, inclusive, are
responsible in some manner for the conduct described in this complaint, or other persons or entities
presently unknown to the Plaintiffs who claim some legal or equitable interest in the subject of this
action. Plaintiffs will amend this complaint to show the true names and capacities of Does 1| through 100

when such names and capacities become known.

EXHAUSTION OF ADMINISTRATIVE REMEDIES

20. Plaintiff has complied with the requirement to serve copies of its Complaint with the Attorney
General’s Office, California Department of Justice, False Claims Unit.

JURISDICTION / VENUE

21. The parties agreed to jurisdiction in either the Federal Courts or Courts of the State of
California. This Complaint is properly filed in the Superior Court venue in Stanislaus County.

BACKGROUND FACTS

22. By its Resolution No. 97-01, the Stanislaus County Board of Supervisors approved the DIABLO,
GRANDE Subdivision development project as a Vesting Tentative Map on December 7, 1999.
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DIABLO GRANDE is located in the hills approximately 8 miles west of Interstate 5 and the City of
Patterson within Stanislaus County.

23. Western Hills Water District (WHWD) is a California Water District that was formed as the
water-sewer-storm drainage service provider for the DIABLO GRANDE golf resort and residential
development. WHWD provides approximately 370 acre-feet per year of treated water to approximately
600 water accounts. It previously provided approximately 980 acre-feet per year of untreated water for
the DIABLO GRANDE development's two golf courses.

24. WHWD’s Board of Directors holds its fiduciary and legal duties to the property owners who
are customers and constituents within the District.

25. At the time the WHWD was formed as a public water purveyor under California water law,
100% of the land in i)IABLO GRANDE was originally owned by Diablo Grande LP (Donald Panoz).

26. Throughout the planning and development inception stages of the DIABLO GRANDE project,
Mello Roos bonds were i1ssued and voted on 100% as the sole landowner/developer at the time (Diablo
Grande LP/Donald Panoz) to build all of the facilities of the WHWD and manage other public areas
within Diablo Grande.

27. In conjunction with the development and the need to finance new facilities and infrastructure,

the WHWD issued the following bonds:

a. Pursuant to an Official Statement dated July 26, 2001, The Western Hills Water District
(the “Water District”) issued $21,000,000 Diablo Grande Community Facilities District
No. 1, Special Tax Bonds Series 2001, (the “2001 Bonds™). The Bonds were issued
primarily to construct and acquire certain public facilities of benefit to Diablo Grande
Community Facilities District No. I (the “District™).

b. Pursuant to an Official Statement dated December 13, 2002, The Western Hills Water
District issued $6,650,000 Diablo Grande Community Facilities District No. 1 Special
Tax Bonds, Series 2002 (the “2002 Bonds™). The Bonds were issued primarily to
construct and acquire certain public infrastructure improvements of benefit to the District.
The 2002 Bonds are secured by and payable from a first pledge of “Special Tax
Revenues” on parity with the 2001 Bonds.
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28. On May 13, 2003, the Board of Supervisors of the County of Stanislaus approved the
Subdivision Improvement Agreement Diablo Grande Unit No. 1A Subdivision and approved the Final
Map by unanimous vote. The Unit 1 A subdivision created “...193 lots consisting of a variety of parcel
types and sizes including but not limited to: ...lots for infrastructure such as sewer treatment plant and
roads.”

29. As part of the Unit 1A subdivision map, the County required that Diablo Grande enter into a
Subdivision Improvement Agreement (“SIA”). The SIA provides under 1.1 that the subdivider was
required to construct and complete “Ilmprovements” as required under the Conditions of Approval.

30. “Improvements” under the S1A 1.2 specifically include the water system. Under the revised
Conditions of Approval, under J4(B) similarly requires the subdivider to provide “...water and
wastewater collections, treatment and distribution facilities...”

31. Pursuant to an Official Statement dated January 13, 2005, The Western Hills Water District
issued $9,350,000 Diablo Grande Community Facilities District No. 1 Special Tax Bonds, Series 2005
(the “2005 Bonds™). The Bonds were issued primarily to construct and acquire certain public
infrastructure improvements of benefit to the DISTRICT. The 2005 Bonds are secured by and payable
from a first pledge of “Special Tax Revenues” on parity with the 2001 Bonds, 2002 Bonds, and 2004
Bonds (the 2001 Bonds, 2002 Bonds, 2004 Bonds and 2005 Bonds shall collectively be referred to as
the “BONDS”)

32. On May 9, 2006, the Board of Supervisors of the County of Stanislaus approved the Diablo
Grande Unit No.1B Subdivision and approved the Final Map by unanimous vote. The Unit IB
subdivision created ““...63 residential lots...” Since the required subdivision improvements for Unit 1B
were bonded for and constructed with the improvements for Unit 1A, Diablo Grande was not required to
enter into another Subdivision Improvement Agreement for Unit 1B.

33. The recorded Unit No. 1B Final Map hists the designation “WHWD” (Western Hills Water
District) on/at its 'Legend' (See Sheet 2 of 17). On Sheet 3 of 17, three (3) lots {#316, #317, #318] are
designated as “WHWD”.

34. The two lots at the top of the map are where the water treatment facilities and water storage

tanks are located. The lower lot is where a sewer treatment facility tank is located along with equipment
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and trailers for the water district? but on the recorded maps and on the original Mello Roos documents
the lot was shown as the Sewer Treatment Facility.> None of these lots have been assessed by/through
the county or concerning the bonds since 2003. All still contain WHWD facilities.

35. Developer land dedications of property for public use and facilities/public places in Diablo
Grande are generally required in order to obtain project approvals. For example, the above noted SIA
91.2 specifically includes the water system and under the revised Conditions of Approval; under §4(B)
the Diablo Grande was required to provide “...water and wastewater collections, treatment and
distribution facilities...” However, the title to these three (3) lots was not transferred or changed into the
name of WHWD when the map was recorded at the county. It is unclear why these parcels were not
timely designated as in WHWD public ownership by the County. As discussed below, this has had a
significant adverse financial impact on the later transfer of title ownership for these parcels to the

District.

Transaction #1: Diablo Grande March 2008 Bankruptcy and Acquisition by WORLD
International LL.C

36. Diablo Grande LP filed a Petition for Chapter 11 Bankruptcy on March 10, 2008, due to severe
negative impacts by the downturn within the real estate industry.* [The case was filed in United States
District Court for Eastern District of California: In re Diablo Grande Limited Partnership, Debtor Case
No 08-90365].

37. On March 31, 2008, Diablo Grande filed its Statement of Financial Affairs (Doc 72 aka SOFA).

Schedule SOFA Item No. 14 provides “14. Property Held for Another Person” The relevant parcels
are described as property owned by or for another person —namely, the Western Hills Water District -

that the debtor holds or controls. Specifically, APN #025-039-002 is described as the site of the water

2 This parcel remains held in name of ANGELS Crossing LLC.

3 The “Pump Station” parcel (aka Lift Station #4) was part of a larger parcel, but the pump station has
been there since the project's inception of the WHWD and has always been in continuous operation and
use by WHWD.

% The Final Order closing the case was issued by the United States Bankruptcy Court on July 2, 2011
“...with the Court retaining jurisdiction pursuant to the Bankruptcy Code, including jurisdiction over
any matter related to the implementation of the Plan.” The Order required World as the developer to
undertake and perform the DG’s former obligations.
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treatment plant; APN #025-023-002 is the site of the water tank and the well, water pumps, and water
rights on the Marshall Davis property (APN #027-001-025) which are/were the transmission line to
Pump Station #1.

38. On March 31, 2008, Diablo Grande filed its bankruptcy petition Statement of Schedules.
Specitically, Schedule G lists all executory contracts of any nature and all unexpired leases of real or
personal property. Western Hills Water District is listed as a party to the “Master Agreement to Provide
Water, Sewer and Storm Drainage Services (WHWD/DG)” (hereafter “MASTER AGREEMENT”) and
an “Agreement for the Construction and Dedication of Water Treatment and Delivery Facilities and to
Advance Funds for the Acquisition of Off-Site Water Supplies (WHWD/DG). The MASTER
AGREEMENT set forth the terms and conditions of the Diablo Grande Master Development Agreement
between WHWD and Diablo Grande LP and was subsequently incorporated in an Addendum in May
2009. (A true and correct copy of the MASTER AGREEMENT and ADDENDUM [hereafter the
“AMENDED MASTER AGREEMEII\IT”] is appended hereto as Attachment “1” and
incorporated by reference.)

39. On September 16, 2008, the Bankruptcy Court issued its Order authorizing and approving the
sale of assets by the Debtor Diablo Grande LP to WORLD. This Order provided that Diablo Grande LP
sell substantially all its assets and assume and assign various contracts and leases to WORLD
International LLC. The sale to WORLD International LLC closed on/about October 7, 2008.°
Defendant MARRERO executed the Agreement as Attorney-in-Fact for WORLD.

40. Under the terms the sale WORLD agreed to assume DG’s obligations to subsidize WHWD

revenue shortfalls until the project development completion.

5 See In re Diablo Grande Limited Partnership, a California Limited Partnership, Debtor, Case No. 08-
90365 Chapter 11, U.S. Bankruptcy Court, Eastern District of California, Modesto Division. On

October 2, 2008, a subsequent order of the Bankruptcy Court was issued authorizing the Debtor to
amend and modify its Asset Purchase Agreement with World International LLC which provided for the
Debtor to execute and record a deed conveying to the District the groundwater delivery system and a
153-acre parcel known as the “Marshall Davis parcel” which inadvertently had not been included in the
initial sale plan.
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41. On October 3, 2008, the attorney for Diablo Grande LP wrote to the Western Hills Water
District bankruptcy attorney Thomas Phinney to confirm the release of the Debtor-WHWD pre-existing
liabilities.

42. On/about October 27, 2008, the attorneys for Diablo Grande LP filed a Notice of Closing of
Sale to WORLD Internaticnal LL.C and Effectiveness of Settlement Agreement and Mutual Releases.

Transaction #2: Background of the WHWD Purchase-Sale of Properties from
WORLD International LL.C.

43. After the October 2008 bankruptcy sale until November 2020, WORLD’s attorney
(MARRERO), its officers (C KEARNEY) and other employees (D KEARNEY) were appointed and
thereafter exercised and held control of the District’s business affairs and decisions through a majority
vote on the Western Hills Water District Board of Directors at any given time.

44. On June 30, 2016, David Romano, an individual who was previously employed by Diablo
Grande LP and after the 2008 purchase was retained by WORLD as a “development consultant”,
submitted a Memorandum to the Board of Directors proposing to expand the WHWD Water Treatment
Facility in order to meet anticipated subdivision growth. The Romano Memorandum stated the need to
acquire the subject parcels was “immediate”; however, the actual basis for the “immediate need” of
acquiring the properties is not addressed or explained in the memorandum.

45. On/about July 13, 2016, the WHWD Board of Directors passed a Resolution authorizing the
purchase of parcels APN#s 025-039-002 and portions of 025-039-012, 025-047-001 from WORLD
International in the amount of $530,000.00 as the valuation set by a Seevers, Jordan & Ziegenmeyer
appraisal. The three parcels proposed for sale were the same three parcels that were designated to be
transferred to WHWD required by the Bankruptcy Settlement Agreement and Order. No pre-appraisal,
pre-purchase and sale agreement Preliminary Title Reports are available which would have disclosed the

title ownership at the time of the inspections, nor are any written instructions that were given to the
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appraiser. On information and belief, there was no analysis which discussed the earlier map dedication
and designation of the parcels as public WHWD properties®.

46. The July 16, 2016 authorizing resolution further stated that the Board of Directors viewed the
acquisitions as “in the best interest of the district” and stated a rationale it was necessary to
acquire/purchase from WORLD International by purchase-sale agreement “rather than to condemn the
real property by eminent domain”. At the time of the authorizing resolution approval vote, the members
of the Board consisted of a majority of WORLD International LLC or its predecessor-in-interest Diablo
Grande LP’s former employees or affiliates. There was no proposed or threatened condemnation action.
Other means (as opposed to an eminent domain action) of changing the title to the WHWD included a
petition for re-zone by the County Board of Supervisors or quiet title action, or a appropriate re-
evaluation of the historic and intended long-existing use of District facilities.

47. On August 10, 2016, the WHWD Board of Directors passed another Resolution authorizing the
purchase of parcel APN#s 025-023-002 and portions of 025-039-012, 025-047-001 from WORLD
International in the amount of $250,000.00 as the valuation also set by a Seevers, Jordan & Ziegenmeyer
appraisal.

48. WHWD paid WORLD International LLC a total $783,393.25 to acquire parcels despite a
history of being encumbered with WHWD facilities (or held as immediately adjacent vacant land to the
facilities) for more than 15 years and requirement for the properties to be transferred to WHWD.

49. The sales prices were based upon “hypothetical assumption” appraisals using as comparable
sales and valuation data for single family residential properties located mainly outside the District
boundaries. The $783,393.25 paid to purchase the three parcels that had been dedicated to WHWD in
2003 and should have been transferred from WORLD to WHWD after the Bankruptcy ordered were
paid by WHWD funds from the refinanced/refunded Mello Roos bonds (2014-2015).

® These properties were not appraised as having a “highest and best use” as public utility facilities.
Instead, the appraisal report is premised upon a “highest and best use” as “Single-Family (custom/estate)
residential development” (as opposed to its existing designation as “public/quasi-public use” as of the
valuation date).
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50. In these two transactions, WORLD received public funds from WHWD to purchase property
(for which title should have already been transferred to the WHWD) based upon highly inflated
appraisal values premised upon hypothetical artificial valuations of highest and best use-contrary to
reality.

51. The last regular full Community Facilities District Mello Roos payment by WHWD to DIABLO
CFD bond holders in the amount of $3,124,280 was made on/about August 15, 2017. Thereafter
WORLD stopped paying the CFD Mello Roos special taxes for the properties owned by WORLD.

Transaction #3: Retention of And Pavments to the Lavelle Law Group for Delinquent
Special Tax Foreclosure Legal Services

52. On/about January 22, 2018, C KEARNEY and MARRERO directed District Counsel David
Hobbs to forward a list of delinquent special tax accounts to be considered for foreclosure action to
MARRERO. On March 6, 2018, the Lavelle Law Group submitted a letter proposal for foreclosure legal
services for CFD defaulted special property taxes addressed to MARRERO as the WHWD Board
President. No specifics of compensation or terms of retention were contained in the proposal.

53. On/about May 17, 2018, WHWD Board Directors MARRERO, C KEARNEY, D. Kearney and
IVY voted unanimously to approve Item 5(a) for a legal services agreement with the Lavelle Law Group
(LLG), for the collection of delinquent Mello Roos Special Taxes. Direction to Director C
KEARNEY for oversight and control of litigation budget matters. No specifics of compensation or terms
of retention were contained in the proposal.

54. Atall times relevant herein, the Lavelle Law Group (“LLG”) was a California law firm whose
business address was co-located with the MARRERO’s IPG law firm at located at 1350 Columbia
Street, Swite 500, San Diego, California. On information and belief, MARRERO held a property interest
in excess of $2500.00 in the 1350 Columbia property at the time LLG was retained by the District Board

of Directors action.

55. OnJuly 31, 2018, LLG submitted a detail of its retention fee: Two Phase Litigation Budget-
Phase | (pre-litigation through Demand at “Fixed Attorney Price $750 per parcel with Cost pass
through); Phase 2 Litigation (attorney hourly rate fees plus costs-Lavelle @ $450/hr.) under an
“auto signature by Joseph Lavelle. On October 15, 2018, MARRERO signed the LLG proposal as the
WHWD Board President. MARRERO did not disclose his financial interest(s) in ownership of the office
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suite real property when he solicited, approved and/or executed the Legal Services Agreement to retain
LLG. Nor did MARRERO disclose to WHWD that his law firm represented (or continued to represent)
WORLD and shared office space with LLG. Nor did Board member/Treasurer C Kearney disclose her
role as the Chief Financial Officer involving WORLD-owned tax delinquent properties or her financial
interest and compensation in living in a World-owned residence.

56. LLG was subsequently paid in excess of $169,000 in fees and costs for “pre-litigations" legal
services pertaining to the collection of delinquent Mello Roos taxes on parcels which included those
owned by WORLD. Between May 2018 and April 2019, LLG did not initiate any formal legal
foreclosure actions pertaining to collection of the delinquent Mello Roos taxes.

57. On/about April 15, 2019, attorney Lavelle of LLG granted an open-ended deferment of tax
foreclosure efforts to WORLD’s (Sacramento) Weintraub attorney Ellinghouse’s request to defer any
foreclosure actions or otherwise enforce any claimed obligations which were due and owing under the
Mello-Roos bonds against certain real property owned by WORLD in Stanislaus County. The purported
basis for the extension was to allow for a purchase-sale agreement with a 3™ party business entity. No
formal WHWD Board action was publicly taken to authorize attorney Lavelle granting this extended
deferment.

58. On/about May 1, 2019, WORLD stopped its subsidy loan payment to WHWD for operational
expenses under the AMENDED MASTER AGREEMENT in the amount of $52,000.00

59. On May 21, 2019, Weintraub attorney Ellinghouse on behalf of WORLD provided a redacted
Letter of Intent (“LOI”) for a potential purchaser of WORLD properties.

60. Unbeknownst to the public and non-WORLD affiliated WHWD Board of Directors, as early as
November 2016 and prior to the 2017-2019 defaults by WORLD, MARRERO, WORLD and THREE60
principals and consultants considered, discussed and developed a scheme whereby the WORLD-
THREEGO corporate interests would transfer properties and liabilities to one or more newly formed
corporation(s) (“NEWCQ”) in order to terminate WORLD’s financial obligations to WHWD.

61. The scheme also contemplated property transfer and lot line adjustments to accomplish
WORLD retaining thousands of acres outside the District Boundaries and that once the liabilities were

transferred to NEWCO, the new corporation would default on its debts and tax/special tax obligations-
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and/or file bankruptcy to avoid payment of these debts. MARRERO engaged in consideration and
implementation of this scheme whose purpose was to frustrate and avoid WORLD?’s financial
obligations to the District and CFD while he was serving as a President/Director for WHWD.

62. On/about December 10, 2019, Defendant ANGELS filed articles of incorporation with a
business address located at 1077 W. 7" Street, 33d Floor in Los Angeles, California, designating Don B.
HALE, Jr. as its agent for service of process.

63. On November 15, 2019, LLG submitted an additional legal services invoice to WHWD under
the so-called Phase 1 Litigation Budget with the informational comment that LLG anticipated WORLD
would not pay the total amount of outstanding taxes and that WHWD would be filing lawsuits against
WORLD by the end of the year (2019).

64. Due to the April 15, 2019 LLG open extension and agreement to defer foreclosure actions up
to April 24, 2020 (a period of more than 1 year), neither the WHWD nor LLG obtained or recovered
any Mello Roos fees from WORLD and no foreclosure enforcement actions were filed against
WORLD-owned Special Tax defaulted properties under the LLG tenure as foreclosure legal counsel
for the District.

65. By December 16, 2019, LLG had been paid in excess of $169,000 in fees and costs for its
legal services from public WHWD funds pertaining to the collection of delinquent Mello Roos taxes
on parcels which included those owned by WORLD. In fact, no foreclosure lawsuits were ever filed

by LLG.

Transaction #4: The WORLD-ANGELS Crossing Purchase Sale Agreement and

the WHWD-WORLD-ANGELS Crossing Assignment, Assumption
and Release Agreement April 24, 2020 (AA&R Agreement)

66. Thus, the timing sequence of events was Lavelie granted to World’s attorney Weintraub
Ellinghouse the open-ended deferment in the foreclosure enforcement proceedings on April 15, 2019.
On/about May 21, 2019, Weintraub forwarded the redacted Letter of Intent (LOI) as a purported basis
of potential buyer. ANGELS was organized and registered with Sec State as a domestic LLC on

December 10, 2019. Infabout December 2019, WORLD advised WHWD that it had a prospective
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buyer that would purchase the DIABLO GRANDE project and fully assume WORLD’s obligations
under the AMENDED MASTER AGREEMENT.

67. On information and belief, in early 2020 and thereafter, WORLD representatives engaged in
negotiations of the proposed the terms for a sale of its assets and assignment/assumption of its
delinquent obligations to the newly formed and incorporated ANGELS.

68. On information and belief, ANGELS was the NEWCO or a modified derivation of the
NEWCO scheme contemplated by WORLD and THREEG60 as the vehicle WORLD would use to
discharge its contractual obligations to WHWD.

69. On information and belief, MARREROQO, JUAREZ and LUONG in coordination, direction and
approval of WORLD and THREE®60, developed, negotiated, and prepared a purchase-sale agreement
between WORLD and ANGELS.

70. The WORLD-ANGELS purchase-sale agreement (PSA) required as a condition precedent the

approval by the WHWD of an Assignment, Assumption & Release Agreement. The terms and
conditions of the underlying WORLD-ANGELS Purchase Sale Agreement (“PSA”) were never fully
disclosed to the WHWD. MARRERO participated in discussion and drafting of the PSA despite his

«~[{ position as a Board Member with WHWD.

71. Thereafter, MARREROQ, JUAREZ and LUONG in coordination, direction and approval of
WORLD and THREEG60, developed, negotiated, prepared and submitted to the WHWD various drafts
of an AA&R. The terms of a proposed Assignment, Assumption & Release Agreement (hereafter
AA&R Agreement) provided that ANGELS would assume ownership of WORLD’s parcels within
the Diablo Grande project boundaries, accept by assignment WORLD’s obligations to pay all
arrearages, honor and abide by the terms and conditions of the AMENDED MASTER
AGREEMENT between WORLD and WHWD, and subsidize the District revenue shortfalls until the
project development completion. There were three (3) parties to the AA&R Agreement: WHWD,
WORLD and ANGELS.

72. It was publicly known that MARRERO has been WORLD’s attorney prior to his WHWD
Board membership and that he owned an International Practice Law Group (IPG) law firm in San

Diego. However, however, despite serving as a Board member with the statutory and fiduciary
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obligations as a District Director to the WHWD residents and District constituents/rate payers,
MARRERO failed to fully disclose with particularity and memorialize as required by law to WHWD
or the public the specific basis of a conflict of interest, including but not limited to the fact that while
he was a WHWD Board Member, he and his [PG associate attorney JUAREZ (as legal counsel) and
LUONG, the corporate agent and representative for WORLD and THREE60) were directly involved
in the preparation, negotiation and drafting of the WORLD-ANGELS PSA and the WORLD-
ANGELS-WHWD AA&R Agreement on behalf of WORLD.

73. MARRERO also failed to fully disclose that he had a conflict of interest because he and his
[PG law firm directly received compensation as the attorneys and corporate representatives for
WORLD while he was a member of WHWD’s Board of Directors. While MARRERO’s Form 700s
stated his IPG ownership and income, MARRERO used the IPG to mask his on-going income as
WORLD?s attorney.

74. On information and belief, MARRERO billed WORLD-THREE60 by submitting an IPG
invoice to Thuong Luong-who in turn billed those invoices to THREEG60 for payment. These invoices
were for payment for MARRERO’s attendance at WHWD board meetings as well as for the
preparation and drafting of the Purchase-Sale Agreement between WORLD and ANGELS and the
AA&R AGREEMENT while he was a member of WHWD’s Board of Directors. From at least 2019
through 2020 MARRERO was submitting and receiving a monthly flat fee from WORLD to IPG for
MARRERO’s continuing legal work for WORLD related to the Diablo Grande development project
which exceeded $5,000 per month.

75. On information and belief, MARRERO was also paid additional amounts from WORLD
ranging between $5,000 and $12,000 per month for IPG work pertaining to the negotiation, drafting
and revision of terms of the AA&R Agreement.

76. On information and belief, unbeknownst to the public and/or non-WORLD affiliated WHWD
members, between August 2019 and April 2020, MARRERO and his [PG associate attorney JUAREZ
continued to communicate regularly with C KEARNEY AND WORLD representatives, R Marcos and
Linda Marcos (THREEGO principals) regarding the Purchase/Sale Agreement and AA&R Agreement.

On information and belief IPG was compensated as the attorney for WORLD for those discussions.
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77. MARRERO’s discussions with WORLD and THREEGO specifically related to preparation of
WORLD resolutions regarding the sale of property and transfer of WORLD’s debts. MARRERO,
JUAREZ, and LOUNG negotiated and drafted both the Purchase Sale Agreement between WORLD
and ANGELS, and the AA&R Agreement ultimately brought before the Board for approval action on
April 24, 2020.

78. In March 2020, MARRERO and JUAREZ communicated with WHWD’s attorney David
Hobbs to have the AA&R Agreement agendized for recommended Board approval of the assignment
of the AMENDED MASTER AGREEMENT to ANGELS, which provided for ANGELS’s
assumption and payment of all the WORLD obligations and debts, and the total release of WORLD
from its obligations and debts to the WHWD. As noted, the AA&R Agreement contained a condition
precedent to the WORLD-ANGELS PSA, specifically that the WHWD Board must approve the
assignment and release in writing. The Agreement also included specific indemnification provisions
favoring MARRERO, C KEARNEY and D KEARNEY.

79. Prior to and at the time WHWD was considering approval of the AA&R Agreement, there was
no legal necessity for WHWD to approve that agreement.

80. Given there was no legal necessity for approval of the AA&R Agreement, there was no reason

or basis to invoke and utilize the extraordinary remedy of having a conflicted WHWD Board member
brought back to form a quorum and/or vote. Thus, the AA&R Agreement should never even have been
agendized for.Board consideration or approval.

81. There was no legal necessity for the AA&R Agreement because the WHWD had significant
other legal remedies which nullified any claim of legal necessity of approval of the AA&R Agreement,
viz: (1) WHWD could have filed a lawsuit to for declaratory relief and/or for quiet title to enforce
payment of WORLD’s obligations by way of breach of contract and other related claims, (2) four
months earlier the WHWD had spent more than $169,00.00 in legal fees and expenses to foreclose upon
the very Special Tax defaulted parcels and pursue the foreclosure actions (it had already paid significant
sums to achieve), and (3) other legal remedies for debt obligation enforcement under the California

Water Code provisions.
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82. On/about April 24, 2020, based on the representations of MARRERO, C KEARNEY, and D.
KEARNEY stated publicly and as the Board, there was nothing it could do to prevent WORLD from
filing Bankruptcy. This was only partially true (WORLD could file a bankruptcy petition) and
significantly false (there was much the WHWD could do in adverse response to a WORLD bankruptcy
petition). WHWD would have had seniority as a secured creditor in a Bankruptcy action. On that basis
WHWD could have challenged and opposed the discharge of WORLD’s obligations and the District
could have filed claim for and interests to the WORLD-owned assets and its other properties located
outside the District.

83. Prior to WHWD action on April 24, 2020 THUONG LUONG delivered to the District Board
prior to its consideration of the AA&R Agreement an ANGELS April 24, 2020 letter with the intent and
purpose of inducing the Board and persuading the public for approval of the AA&R Agreement. This
ANGELS presentation was deceitful and illusory in its statement “...to express our full intent to remedy
any and all outstanding liabilities assumed by our group from the previous ownership structure...”
Notwithstanding the foregoing circumstances, the WHWD Board relied upon such letter and while

voting with a conflicted member C KEARNEY approved the AA&R Agreement. The contract

4| “Effective Date” was April 30, 2024. MARRERO executed the AA&R Agreement on behalf of

WHWD. (A true and correct copy of the AA&R AGREEMENT purported with an Effective Date
of April 30, 2020 is attached hereto as Attachment “2” and incorporated by reference.)’

84. Following WHWD approval of the Agreement in reliance upon the ANGELS April 24, 2020
letter described “next steps™ to “begin settling past financial liabilities within the first thirty days”,
ANGELS has never paid any money or any other compensation to the District and completely defaulted

by its non-performance on the so-called assigned and assumed WORLD financial debt and obligations.

7 Given the acknowledged albeit non-specific oral conflicts of interest of three of the WHWD Board
members involved, the actual voting process on approving the Assignment, Assumption & Release
agreement occurred when the WHWD Chairman MARRERO, directed that the Board members “draw
straws” to eliminate 2 of the conflicted members of the Board in order to provide a quorum and so that
an action could be taken.
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85. On/about October 6, 2023, WHWD declared ANGELS to be in default of the AA&R
Agreement for its failure to make any payments due under the AA&R Agreement and for failure to
make payments of its obligations under the Master Agreement.

86. On information and belief, following its last payment in May 2019 and after the defaults on
unpaid debt obligations, Mello Roos special taxes and property taxes prior to the transfer to ANGELS
Crossing, WORLD subdivided and adjusted lot lines to retain property outside the PDP but within the
WHWD District boundaries.

87. Under the terms and conditions of the AA&R Agreement, ANGELS Crossing owes over $17M
(millions) in past Mello Roos taxes, approximately $2M in past County property taxes, and several
hundred thousand in past water charges. Arrearages for all Mello Roos not including Penalties, Fees, and
Attomney fees is currently $22,309,878.00.

88. On/about August 3, 2023, ANGELS filed for bankruptcy in the US District Court, Eastern
District of California (In re ANGELS Crossing LLC, USBC Eastern District Case No. 25-22593). In the
voluntary Chapter 11 petition filed and made under the penalty of perjury by Brad Durga, as ANGELS’

;authorized representative and Manager, WHWD learned for the first time that ANGELS identified and

claimed sixteen (16) debts it sought to discharge by its Petition, including but not limited to debts owed

to GEHR Hospitality (Thuong Luong) in the amount of $302,327.13, to IPG in the amount of
$165,085.02 as well as several millions of dollars owed to the WHWD.

89. After receipt of the ANGELS Chapter 11 Petition (which was ultimately dismissed by Court
Order), WHWD completed the foreclosure process against ANGELS-owned properties.

90. The WHWD ultimately foreclosed upon former WORLD-ANGELS tax defaulted parcels in
January 2023 through the services of another law firm unrelated to LLG. While in the process of
securing the foreclosed properties, WHWD learned for the first time from abandoned documents that
even though MARRERO had declared a conflict of interest to the Board on April 24, 2020 and did not
vote on the approval of the AA&R Agreement (discussed below), he had however concealed his true
financial interests, participation and compensation by WORLD regarding his legal services under the
IPG corporation, all while continuing to being involved with internal processing prior to and after

WHWD adoption and approval of the AA&R Agreement.
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91. Due to the failure of WORLD-THREE60 and ANGELS to pay the on-going debt obligations to
the WHWD, the District became and has been alleged to be indebted to Kern Water Authority $7.6M
and the City of Patterson $2.5M for non-payment of water and sewer charges. Litigation has recently
commenced in Superior Court between the two agencies involved over these issues. The failure of
WORLD and ANGELS to pay these and other cutstanding indebtedness placed WHWD in dire financial
distress and negatively impacted the WHWD's ability to properly provide and deliver safe drinking
water to the entire community at significant risk.

92. WORLD was the previous nominal owner-successor of Diablo Grande Phase 1. On information
and belief, WORLD currently owns phases 2 through 5 of Diablo Grande.

93. On further information and belief, under the WORLD-ANGELS PSA and the AA&R
Agreement, Phase 1 of Diable Grande was transferred to ANGELS Crossing for only $100,000. In turn,
based upon recorded deeds, ANGELS only paid $110 in transfer tax to the County for property worth
tens of millions of dollars less liens and encumbrances.

94. The WORLD-ANGELS PSA and the subsequent AA&R Agreement were sham transactions

|-'whose true purpose was to obviate and relieve WORLD-THREEGO of their debt and other financial
||-obligations to the WHWD and DIABLO CFD. As discussed below, the WORLD-ANGELS PSA and the

subsequent AA&R Agreement were obtained in violation of law and by means of fraud and deceit.
95. An actual controversy exists pertaining to Plaintiff’s arbitration clause making judicial

intervention necessary.
FIRST CAUSE OF ACTION
VIOLATION OF THE FALSE CLAIMS ACT
CALIFORNIA GOVERNMENT CODE §§12650 ET SEQ. (QUI TAM)
[WHWD v. WORLD, THREE6(), MARRERO, C. KEARNEY, D. KEARNEY and DOES 1-100]

96. Plaintiff incorporates all preceding allegations of the Complaint in this cause of action in full.

97. At all times relevant hereto Defendant THREE60 was the 100% sole shareholder and directed
WORLD’s activities as the alter ego of WORLD.

98. WHWD brings this cause of action as a relator against WORLD for violation of California
Government Code §§12650, et seq. as a civil qui tam action for false claims in a government contract
relating to sale of property.
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99. On/about October 27, 2008, the attorneys for Diablo Grande LP filed a Notice of Closing of
Sale to WORLD International LLC and Effectiveness of Settlement Agreement and Mutual Releases.
The terms of the 2008 Settlement Agreement provided that three parcels containing WHWD

infrastructure be designated and transferred to WHWD.

100. Between October 2008 following the sale until November 2020, WORLD’s attorney
(MARRERO), its officers (C KEARNEY) and other employees (D KEARNEY) or affiliated
representatives exercised and held control of the District’s business affairs and decisions through a

majority vote on the Western Hills Water District Board of Directors at any given time.

101. On June 30, 2016, David Romano, an individual who was previously employed by Diablo
Grande LP and after the 2008 purchase was retained by WORLD as a “development consultant”,
submitted a Memorandum to the Board of Directors proposing to expand the WHWD Water Treatment
Facility in order to meet anticipated subdivision growth. The Romano Memorandum stated the need to

acquire the subject parcels was “immediate”.

Violation No. One:

~102. On/about July 13, 2016, the WHWD Board of Directors passed a Resolution authorizing the
purchase of parcels APN#s 025-039-002 and portions of 025-039-012, 025-047-001 from WORLD in
the amount of $530,000.00 as the valuation set by a Seevers, Jordan & Ziegenmeyer appraisal. The three
parcels proposed for sale were the same three parcels that were designated to be transferred to WHWD
required by the WORLD-DIABLO GRANDE Settlement Agreement and Order. No pre-appraisal, pre-
purchase and sale agreement Preliminary Title Reports were available which would have disclosed the
title ownership at the time of the inspections, nor were any written instructions given to the appraiser.
On information and belief, there was no analysis that WORLD provided to WHWD which discussed the

earlier map dedication and designation of the parcels as public WHWD properties®.

8 These properties were not appraised as having a “highest and best use” as public utility facilities.
Instead, the appraisal report is premised upon a “highest and best use” as “Single-Family (custom/estate)
residential development” (as opposed to its existing designation as “public/quasi-public use” as of the
valuation date). '
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103. The July 16, 2016 authorizing resolution further stated that the Board of Directors viewed the
acquisitions as 'in the best interest of the district' and it was necessary to acquire/purchase from WORLD

International by purchase-sale agreement “rather than to condemn the real property by eminent domain”.

104. At the time of the authorizing resolution approval vote, the members of the Board consisted of
a majority of WORLD International LLC or its predecessor-in-interest Diablo Grande LP’s former

employees or affiliates.

Yiolation No. Two:

105. On August 10, 2016, the WHWD Board of Directors passed another Resolution authorizing the
purchase of parcel APN#s 025-023-002 and portions of 025-039-012, 025-047-001 from WORLD
International in the amount of $250,000.00 as the valuation also set by a Seevers, Jordan & Ziegenmeyer

appraisal.

106. WHWD paid WORLD International LLC a total $780,000 in two separate transactions to
acquire parcels despite a past history of being encumbered with WHWD facilities (or as immediately

adjacent vacant land to the facilities) for more than 15 years.

107. Cal. Government Code §12651 states:

(a) Any person who commits any of the following enumerated acts in this
subdivision shall have violated this article and shall be liable to the state or
to the political subdivision for three times the amount of damages that the
state or political subdivision sustains because of the act of that person. A
person who commits any of the following enumerated acts shall also be
liable to the state or to the political subdivision for the costs of a civil action
brought to recover any of those penalties or damages, and shall be liable to
the state or political subdivision for a civil penalty of not less than five
thousand five hundred dollars ($5,500) and not more than eleven thousand
dollars ($11,000) for each violation’, as adjusted by the Federal Civil
Penalties Inflation Adjustment Act of 1990, Public Law 101-410Section

5, 104 Stat. 891, note following 28 U.S.C. Section 2461.

(1) Knowingly presents or causes to be presented a false or fraudulent
claim for payment or approval.

? False Claim Act penalties assessed after February 12, 2024 range from $13,946 to $27,894 per
violation.
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(2) Knowingly makes, uses, or causes to be made or used a false record or
statement material to a false or fraudulent claim.

(3) Conspires to commit a violation of this subdivision.

(4) Has possession, custody, or control of public property or money used
or to be used by the state or by any political subdivision and knowingly
delivers or causes to be delivered less than all of that property.

(5) Is authorized to make or deliver a document certifying receipt of
property used or to be used by the state or by any political subdivision and
knowingly makes or delivers a receipt that falsely represents the property
used or to be used.

(6) Knowingly buys or receives as a pledge of an obligation or debt, public
property from any person who lawfully may not sell or pledge the

property.

(7) Knowingly makes, uses, or causes to be made or used a false record or
statement material to an obligation to pay or transmit money or property to
the state or to any political subdivision, or knowingly conceals or
knowingly and improperly avoids, or decreases an obligation to pay or
transmit money or property to the state or to any political subdivision.

(8) Is a beneficiary of an inadvertent submission of a false claim,
subsequently discovers the falsity of the claim, and fails to disclose the
false claim to the state or the political subdivision within a reasonable time
after discovery of the false claim.

108. The sales prices for each parcel were based upon appraisals using as comparable sales and
valuation data for single family residential properties located mainly outside the District boundaries.
The $780,000 paid to purchase the three parcels that had been dedicated to WHWD in 2003 and should
have been transferred from WORLD to WHWD were paid by WHWD funds from the

refinanced/refunded Mello Roos bonds.

109. WORLD made knowingly false claims to WHWD and/or acted with reckless disregard to sell
WHWD property it knew or should have known had been dedicated to WHWD following approval of
WORLD'’s purchase of the DIABLO GRANDE properties in the October 27, 2008 Bankruptcy

Settlement.

110. By knowingly selling the parcels to WHWD to effect transfer of title instead of transferring the
properties to WHWD as required by its 2008 Settlement Agreement, WORLD received government
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funds from WHWD to purchase property to be sold to WHWD for which it was entitled without

purchase.
111. Each of the two real estate transactions constitutes a separate violation of the False Claims Act.

112. WORLD first became aware that the two 2016 transactions were based upon false claims when it

discovered the terms of the WORLD-DIABLO GRANDE Bankruptcy Settlement agreement in 2022.

113. As a direct and proximate result of WORLD’s two false claims to WHWD for purchase of the
foregoing parcels, WHWD has been damaged in the amount of $780,000.
WHEREFOR, Plaintiff WHWD seeks relief permitted by statute including statutory

penalties, and treble damages under Cal Government Code §12651 as set forth in the Prayer below.

SECOND CAUSE OF ACTION
VIOLATION OF THE FALSE CLAIMS ACT
CALIFORNIA GOVERNMENT CODE §§12650 ET SEQ. (QUI TAM)
[WHWD v. LLG, MARRERO, C. KEARNEY and D. KEARNEY and DOES 1-100]

114. Plaintiff incorporates all preceding allegations of the Complaint in this cause of action in full.

115. WHWD brings this second cause of action as a relator against WORLD for violation of
California Government Code §§12651(a)(1), et seq. as a civil qui tam action for false claims in a
government contract relating to the provision of legal services.

116. As members of the WHWD Board, MARRERO, C KEARNEY and D KEARNEY were
officers of a public agency and governmental body sworn to and owing a complete and absolute duty
of loyalty, transparency, care and fairmness to those govemned, and faithful compliance and observation
of the public laws. (Govt. Code §§1090 and related statutes discussed herein).

t17. MARRERO’s, C KEARNEY’s and D KEARNEY’s fiduciary duty to WHWD was a legal
obligation that arose they became entrusted with acting on behalf of WHWD and for the public the
District served. As fiduciaries, MARRERQ, C KEARNEY and D KEARNEY were each required to
act with the utmost good faith and loyalty, prioritizing the interests of their principal WHWD.

118. 1n their official capacities, MARRERQ, C KEARNEY and D KEARNEY each participated in
discussions, negotiated terms, drafted, authorized, and/or executed contracts on behalf of WHWD at

all relevant times hereto.
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119. Every elected official and public employee who negotiates, makes or influences government
decisions is required to submit an annual Statement of Economic Interest, commonly referred to as a
Form 700. MARRERQ, C KEARNEY and D KEARNEY each owed a fiduciary duty to WHWD
and its rate payers to fully and fairly disclose their financial interests on their respective Form 700s.

120. MARREROQ is an attorney who was admitted to practice in California in 1981. MARREROQ’s
law office has operated under the corporate name of “International Practice Group, PC” since 2003.
MARRERQO is a principal and president of The International Practice Group, PC located in San
Diego, California. MARRERO has an ownership and financial interest in the real property where IPC
is located and operates.

121. MARRERO, C KEARNEY AND D KEARNEY each breached their fiduciary duty to
WHWD when they failed to act in the best interests of WHWD.

122. MARRERQ breached his fiduciary duty when he influenced WHWD to retain LLG, a law
firm located in MARRERQO’s San Diego property when MARRERO had a financial interest in their
leasehold or shared office space office space with IPG.

123. LLG falsely submitted legal invoices for legal fees totaling over $169,000 to pursue
foreclosure actions between May 2018 and April 2019.

124. WHWD paid LLG over $169,000 in legal fees for specific work to be performed by LLG.

125. MARRERO and LLG thereafter failed to pursue collection of or initiate foreclosure actioﬁs
against WORLD’s property within the District for failing to pay Mello-Roos amounts.

126. WHWD was damaged when it paid more than $169,000 to LLG from District funds to a firm
co-located with IPG for work that was never performed.

127. As adirect and proximate result of WORLD’s two false claims to WHWD for purchase of the
foregoing parcels, WHWD has been damaged in the amount of at least $169,000 according to proof.

WHEREFOR, Plaintiff WHWD seeks relief permitted by statute including statutory
penalties, and treble damages under Cal Government Code §12651 as set forth in the Prayer below.
PRAYER
WHEREFOR, PLAINTIFF prays judgment against defendant and each of them, as follows:

1. For compensatory and economic damages;
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For general damages as appropriate on the causes of action;
For statutory damages according to statute;

For punitive damages;

For statutory penalties pursuant to statute;

For legal fees available by statute;

For such other and further relief as the court deems proper.

Date: April 19, 2024 NEASHAM & KRAMER,LLP
By [/

WILLIAM C. NEASHAM

DEMAND FOR JURY TRIAL

Plaintiff WESTERN HILLS WATER DISTRICT demands a jury trial on those matters so

triable.

Date: April 19, 2024 NED;UHA;j i%%?R LLP :
By

WILLIAM C. NEASHAM
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VERIFICATION

I, MARK KOVICH, declare that [ am over the age of eighteen (18) years anid [ a1 authorized to
make this staiement as the duly elected; Board President for the Western Hilis Water District, Plaintitf in
the above-entitled Action. [ currently reside in Patterson, California. [ have previously served in various
capacities relative to the Western Hills Water District-a member of the public, resident and constituent
of the District, as its appointed Treasurer, and currently serve as President and member of the Board of
Directors.

I have read the foregoing VERIFIED COMPLAINT FOR VIOLATION OF THE FALSE
CLAIMS ACT and know its contents; and I declare that the matters stated in the foregoing document
are true of my own knowledge, except as to the matters which are stated on my information or belief,
and as to those matters, they are reasonably based upon Western Hills Water District documents and
records so that | believe them to be true. My verification is based upon my review of available Western
Hills Water District official records, accounting records and books, documents, bank statements, text
and e-mail message communications, and.other records of the District Board minutes, and my personal
attendance at various Board meetings and hearings throughout the relevant time periods involved and
relevant to the Complaint.

I declare under penalty of perjury under the laws of the State of California that the foregoing is

true and correct. Executed this 19" day of April 2024 in Patterson, California.

’ 7 d{/{/{/ﬁ/

MARK KOVICH. ¥ 7]
Authorized Representative for
WESTERN HILLS WATER DISTRICT

1
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THIS AGREF.MB\’T {5 entered this.dth dny of Junn, 1998 by and'between Wﬁtem Hills
Water District, 8 California Water District, (“Westari”), md Dlablo Grande Limited Pummhip.
w California Limited Partnership (*'DG"). ‘ :

Recitals; -

. WHHREA.S Woatcm ise watec dmtrfct locatcd in yestern Stanirlzus Coum‘.y in lhe State -
of Culifornia and organized and existing undar the laws of the State of California lmvmg by those - -
. lawsthe nmhodty to own and opem»: muniqipnl uwer, wm md storrn ckuinage famhus, md

WHEIELEAS DG is a limltnd partn.mh:p nrganlmd and odslmgnmdcr the ]awn of the
Sme of Califorfria whlohowns apprmdmntely 30000 acrus of real property: in. Western' Stanialdts.
Coumy in the State of California-on: ‘Which DG: p]ans 1 develop, {a four (4) phases, a‘world class
<. déstination regort and planted residoitial comuiilty” nicludmg‘goif courses, vineyands;- hotcl,
Em'Ope‘an spa, relall cebtet, Business paxk, and 5, 000 rmdmnal umts o be h:nm.vn es “Diablo
Grande” ("Dmblo Grande"), md . .

AT s -

! ' o .

% L WHEREAS, the first phase cf Dmblo Grande is located w:thm the boundaries of Westem

* . and DG desires for Westeu‘n to’ ptowde water; saWer a.nd gtorm’ dramagc scmccs to Diablo
Granda, and . .. ;o S

S WHEREAS on June 4, 1998,. by Rcsoluuon Nor 98 05 thc Boa.rd of Dm’.ctom of
them appmved this Agraement and aﬁtborized the Presxdnnt of the Board to- execute this
k Agtccmcnt in bahﬁlf ofWoatom P _ )

S
£y

‘NOW, THEREI‘ORE thoparﬁea he.reto agreoasfullowe. .

_We.-;nem ugrwe to provu!c permanmt water, aewar, and stofm drai.m!go services to all
scagricultural, municipal and reoreational vses in Diablo Grande subject to the témms and
cofidjtions sét; forth In this Agresment, Includihg but not limited:to, full and complete compliapcs
Wﬂ.h ths: Celifornid Envm)nmemnl Quality. Act (“CEQA"); As DG {s ready to develop particular

1




the annual water demand; (iii) an estimared monthly regulation of the projected mmual demand

druinage services; (v) the schedule for development. of the use; and (vi) the schedule and method

of financing construction .of the proposed infrastructure. Within thirty.(30) days of receipt of the”

written request, Western shall notify DG whether and under what cundmons it will deﬁvermm,
sewer, and storm drainage services in response to the: wntten request. Those conditions could

include an Agreement between Western and DG relating to the acquisition of water supply

and/or tha construction, dedxcatzon. and mmmnoc of mfmstrw:ture and mIamd rights-of—way

i relating to the use; (iv) the Infrastructure required -for the proposed water, sewer, and gtorm

2. Permits. The pamw agree 1o Cooperate ln obtaining my and all local, smte, and -

federal permits required in comnection with-the delivery of wnmr, sower, and/or storm dramage
services to Diablo Grande. .

3. Er.ﬂ,and_mammm Westem agrees to establish and’ collect ﬁmse fecs and

3. B5Scssments which are allowable by law and wluch are reasonable end necessery for the delivery

of water, sewar. and storm drainage services.to Diablo Grandn o

,ppmpnure ﬂndmgs have been made under the Califomxa Enwmnmental Quamy Act (* CEQA")

hye.ry of water, sawer, and/or storm dramnge scmcw to Diablo Grande, nothing in this

ustant .md wuntermpted dchvc:y of the htghmt quahty semcas

estatthe r-mc of eight parcent (8%) per annum until paid in full. Westém agrees

.stmﬁnn Westm: agrees to employ such managmnent and maintmancc' ‘
_d, to hire such consulrants, .13 may be masonably necessary to deliver high quahty‘ '

b '_crcated under ﬂns parsgraph when ity revenues begin to exceed its gperation.

4} Mnﬂm:- Nothmg 1n this Agreemem. shall be mterpn:tcd to obhgau: ’

‘extent thiat Western shall be obligated to make:. ﬁndmgs ‘under CEQA in ¢onnéction with -

‘ i i Weéstern agroes to comply with all applicable IaWS and. :
ns- applicuble to the deljvury of ‘water, sewar, and storm drain services to Diablo Grande )




the rights' and obligations wmec

S DIABLCGR g

o PARTNESHIR, a Gé

T pActmersiisy by its. ngeral Pnrtner,
' DIABLC: SRANDE; IN -8 Califorita
corporahu' ‘




DDE TTOPR E WATER, SEWER
ND STORM D GE SERVIC

This Addendum to the Master Agreement to Provide Water, Sewer. and Storm
Drainage Services (hereafter "Addendum”) is made and entered into .as of May
2009, (“Effective Date") by and between Western Hills Water District, a California Water
District ("Western") and World International, LLC, a Delaware limited liability company
("World"),

RECITALS

A, On June 4"_‘, 1998, Western and Diablo Grande Limited Partnership, a
California Partnership ("DG") entered into the Master Agreement to Provide Water,
Sewer and Storm Drainage Services (“Master Agreement").

B.  On October 7, 2008, the sale closed on the property known as the Diablo
Grande Winery & Resort in Patterson, California with a street address of 9501 Mofton
Davis Drive (“Property”) pursuant a purchase.and sale agreement between World and DG
("Purchase Agreement"). :

C.  Pursuant to the Purchase Agréement, World assumed the Master Agreement,
D. The parties desire to enter into this Addendum to amend the Master
Agreement and confirm Western's acceptance of the assignment of the Master Agreement
to World.
NOW, THEREFORE, the Parties hereto agree as follows:
AGREEMENT
1. Acceptance of Assumption. Western hereby agrees and ackriowledges the
assignment by DG and assumption to World of the Master Agreement.

2. The parties hereby agree to modify Section 7 of the Master Agreement to read
as follows:

7. Operational and Capital Costs.

L

a. In providing services under this Agreement, Western will incur operatio
costs, costs to replace existing capital assets, and costs for new-capital assets. For
purposes of this Section 7, “capital assets” shall be generally understood to mean land,
buildings, plant and equipment, contract rights to water; patents, and other tangible or
intangible assets with a useful life greater than one year. Operational costs shall include
principal and interes! payments on any outstanding debt other than to World bat




excluding any debt owed to Veolia North America.

b. Western shall prévide World with a proposed annual budget by November 1
of each year for World's review and comment. The annual budget shall include, among
other things, line item detail of proposed operational costs, proposed costs for the
replacement of existing capital assets, and proposed costs for the acquisition of new
capital assets. The annual budget shall also include the projected timing by month of
paymenis for such operational and capital costs. World agrees to provide Westem with
its comments/objections within thirty calendar days of receipt of the proposed annual
budger.

c. Upon approval of each dnnual operational budget by the Western Board of
Directors and the approval of each annual capital budget by both Western's Board of
Directors and World, World agrees to advance funds in accordance with the approved
budgel and in accordance with the projected monthly timing of the proposed expenditures
contained within the approved budgets.

d. World is not required to advance funds needed to pay the costs for the
replacement of existing capital assets or for the acquisition of new capital assets. World
agrees to review the proposed capital expenses and in its discretion to advance funds to
acquire said capital assets provided that any such funds advanced shall be secured by the
security interest granted to World under Section 7i below.

e. Notwithstanding anything to the contrary-in this Section 7, World shall not be
responsibie for advancing any funds to Western for any debt owed by Western to any of
its vendors, providers, suppliers, lenders, employees or agents, which debt accrued prior
to October 7, 2008, World agrees that the $20,000 that the Bankruptcy Court.approved in
settlement of World's administrative claim concerning those pre-October 7, 2008 debts of
Western shall be paid to Western for use in settling the pre-October 7, 2008 non-Veolia
debts and shall not be considered in-any way as an advancement of funds to Western.
Western :agrees that it shal! be responsible for the amount of $15,461.37 in attorney’s
fees and costs incurred by World in procuring the 320,000 settlement, which amount
shail be deducted by World from the $20,000 payable to Western.

f. In the event that Western see¢ks additional funds above the amount set forth in
the approved annual budget for either operations expenditures or capital expenditures,
any additional funds requested may be advanced by World in its discretion and any and
all sums advanced by World as a result of said increases shall be subject to the mutual
agreement of World and Westéri.

g. Subject to the requnred periodic audit of Western's financial statements, t
parties agree that as of April 30", 2009, World has advanced to Western the total sum
$ 1,043,384.33, excluding all accrued interest, and the parties further agree that by March
| of cach year World will submit a statement of the amount of sums advanced in the
preceding 12 months, which statement will be conclusive (subject to the required periodic
nudit of Western's financial statements) unless within thirty days thereof, Western




disputes the amount of sums advanced and submits documentation that supports and
confirms the amounts actually advanced. The summary submitted by World shall also
include the cumulative total of all sums advanced on & historical basis.

h. All funds advanced shatl be tréated as a loan from Worid to Western. All
funds advanced shall bear interest at the rate of eight percent (8 %) per annum simple
interest until paid in full,

i. Security Interest. Subject to any limitations on the granting of security
interests in a public agency’s assets and subject to Western's repayment obligation set
forth below, in consideration of World's advancing funds in accordance with this Section
7, Western hereby grants to World a security interest in the capital assets. funded with
World's advances and in such other assets owned by World. The parties agree to enter
into a commercially reasonable security agreement or agreements setting forth the
specific terms and conditions of the security interest therein.

j.  World may elect to cease advancing funds to Western for operating costs if
and when World determines that Westem's revenues are sufficient to meet the following
on an on-going basis: (a) annual costs of operations; (b) annual costs for capital
improvements and replacements; (c) an operating reserve fund as determined by
Western's Board of Directors and (d) the principal and interest payments on any
outstanding debt other than to World. Sums (z) and (c) in this subsection shall not
exceed ten percent (10.0 %) of the prior fiscal year’'s actual operaung expenditures. Sum
(b) shall not exceed ten percent (10.0%) of the average of the prior three (3) fiscal years'
actual capital expenditures.

k. in the event World elects to cease one hundred per cent (100 %) of the
funding, it shall provide not less than 18 months advanced, written notice to Western, and
such notice shall be timed so that if funding ceases, it ceases at the end of Western's
fiscal year. Example: With a World notice dated June 15, 2015, World shall cease
advancing funds after December-3!, 2016. World's notice shall also include World’s
proposed repayment plan. World's determmanon to cease advance funding and World's
proposed repayment plan for funds advanced for both operational and capital costs must
be reasonable and made in good faith.and be based upon Western’s audited financial
statements and a reasonable three-year projection of Western's revenues and expenses,
showing that Western would have sufficient projected revenues to meet the projected
expenses set forth in Subsection 7j above.

I. Should Western disagree with World's determination under Subsection
Western may invoke the disputes resolution procedure set forth below. The vote by t
Western Board of Directors as to whether or not it agrees with World’s determination and.
to invoke the disputes procedure shall be only by those Western directors who do not
have a financial interest in the decision in accordance with the District’s Conflicts of
Interest Code and the regulations of the California Fair Political Practices Commission,
including, but not limited to, because the director is employed by or is a consultant to
World. World agrees that such a vote by Western's Board may be by less than a majority




of a quorum. World further agrees that should all Western directors have a financial
interest in the decision, then Western may request the Stanislaus County Superior Court
to appoint a qualified representative or representatives to act on behalf of Western for
purposes of this Section 7,

m. Disputes Resolution Procedure.

(1) The parties shall aftempt in good faith to resolve any dispute arising
out of or relating to this Section7, promptly by negotiation between representatives who
have authority to settle the controvérsy. Any party may give the other party written
notice of a dispute, which notice shall include a statement of that party’s position and &
summary of arguments supporting that position. Within fifteen (15) calendar days after
receipt of the notice, the receiving party shall reSpond with a statement of that party's
position and a summary of argument supporting that position. All negouat:ons pursuant
to this subsection are confidential and shall be treated as compromise and settlement
negotiations for purposes of applicable niles of evidence.

(2) If the dispute has not been resolved by riegotiations within twenty
(20) calendar days of the disputing party's notice, the parties shall endeavor to settle the
dispute by mutual agreement.

(3) Any dispute arising out of Section 7, which has not been resolved by
the above dispute resolution procedure within twenty (20) calendar days of thé initiation
of such procedure, shall be finally resolved by arbitration by a sole arbitrator in
accordance with the.then current Commercial Arbitration Rules of the American
Arbitration Association. The arbitrator shall be qualified by education, training, and
experience in public agency finances and shall not have a conflict of interest. As to any
dispute over World's determination under Subsection 7], the arbitrator is only authorized
to.make a binding.determination to approve or disapprove World’s determination;
however, the arbitrator is also authorized to recommend a non-binding repayment plan
for consideration by the parties. The place of arbitration shall be Patterson, California,
unless otherwise agreed to by the parties.

{4) The time limits specified in Subsection 7m shali be suspended
during the time taken to obtain any action by the Stanislaus County Superior Court.

(5) Al arbitrators to be selected pursuant to this Section 7-shall avoig
conflict of interest and the appearance of a conflict of interest at the time of selection an
during and after arbitration. A conflict of interest can arise from involvement by an
arbitrator with the subject matter of the dispute or from any relationship between him/her
and any participant, whether past or present, personal or professional, that reasonably
raises a.question of histher impartiality.

(6) The costs for any arbitrator shall be borne equally between the
parties. The prevailing party in any arbitration shall not be entitled to be awarded its
attorneys’ fees and costs.




3. No Variation The parties hereby confirm that no other provision of the
Agreement is amended or modified except as described in this Addendum,

4. Definitions. All capitalized terms not defined herein shall have the
meaning ascribed 'to such term in the Agreement.

5. Counterparts. This Addendum may be. executed in any number of
counterparts, each of which shall be an original and all of such counterparts together shall
constitute one and the same instrument. To facilitate the execution of this Addendum, the
parties may execute and déliver counterparts of this Addendum by telephone facsimile or
e-mail transmission.

IN WITNESS WHEREOF, the parties have executed this Addendum as of
the date set forth in the opening paragraph of this Addendum,

WESTERN: - ) o
WESTERN HILLS WATER DISTRICT,
a California Water District
By:
President
By: .
Sécretary
WORLD: WORLD ATIONAL, LLC,
a DelawareAymited lighility company
By:




3. No Variation. The parties hereby confirm that no other provision of the
Agreement is amended or modified except as described.in this Addendurn,

4, Definitions. All capitalized terms not defined herein shall have the
meaning ascribed to such term in the Agreement.

5. Counterparts, This Addendum may be executed in any number of
counterparts, each of which shall be an original and all of such counterparts together shall
constitute one and the same instrumeént. To facilitate the execution of this Addendum, the
parties may execute and deliver counterparts of this Addendum by telephone facsimile or
e-mail transmission.

IN WITNESS WHEREOF, the parties have executed this Addendum as of
the date set forth in the opening paragraph of this Addendum.

WESTERN:
WESTERN HILLS WATER DISTRICT,
a California WatepDigtrict
By: : L7
" / - -
By: Eﬁ%&‘éﬁb
Secretary {;
WORLD: WORLD INTERNATIONAL, LLC,

- aDelaware limited liability company

Rafael Marcos Dayan
Its: Manager
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ASSIGNMENT; ASSUMPTION AND RELEASE AGREEMENT

This Assignment Assumption and Release Agreement (the “Agreement”), is entered into
as of the _ 30th___ day of April 2020 (the “Effective Date”), by and between WORLD
INTERNATIONAL, LLC, a Delaware limited. liability company (“World” or  “Seller”),
ANGEL'S CROSSING, LLC; a California ‘lirnited liability company (“Buyer”) and WESTERN
HILLS WATER DISTRICT, a Californis Water District (“Western” or “WHWD"”). Collectively
World, Buyer and WHWD referred to es the “Parties” and individually a “Party”.

RECITALS

A. Seller is the owner of approximately 30,000 acres of land located in Stanislaus
County, California (the “Property™).

B.  On October 7, 2008, Buyer assumed from the Property’s prior owner that certdin
Master Agreement to Provide Water, Sewer and Stqrm Drainage Services, as amended by that
certain Addendum to Master Agreement to Provide Water, Sewer and Storm Drainage Services
(as amended the "Master Agreement").

C.  WHWD contends that from 2019 to April 24, 2020, World incurred water charges
of $515,601 (Five Hundred Fifteen Thousand Six Hundred and One Dollar), which to this date
remain outstanding (the “Outstanding Water Charges™). World disputes such claims.

D.  WHWD contends that World is in default of its obligations under the Master
Agreement since among others it has failed to fund the operations of the WHWD for a period of
over 12 (twelve) months as required under the Master Agreement (the “Funding Obligations™).
World disputes such claims.

> E.  WHWD contends that World is in default on its obligations (delinquent amount) to

pay 88,742,326.38 in Mello-Roos related to the Property (the “Mello-Roos Obligations™). World
disputes such claims.

F. On March 16, 2020, Buyer and Seller entered into that certain purchase agreement
by which Buyer to purchase part of the Property ("Purchase Agreement"). "

)
i G.  Pursuant to the Purchase Agreement, Buyer agreed to assume the Master

Agreement and any and all outstanding loansto WHWD ($16,896,995) as well as all outstanding
liabilities of World International, including the Qutstanding Water-Charges ($51 5,601), Funding
Obligations ($1,130,000) and .the Mello-Roos Obligations (collectively the “WHWD

Liabilities™).

H.  The parties-desire to enter into this Agrecment-to assign all of Seller’s right, title,
oofigations and interest in and to the Master Agrcement and the WHWD Liabilities to Buyer and
to confirm Western's acceptance of the assignment of the Master Agreement and the WHWD
Liabilities to Buyer and the release of World from any and all liabilities arising under the Master
Agreement and the WHWD and from any and all past, present or future liabilities.




NOW, THEREFORE, in consideration of the mutial egreements herelnafter set farth,
and for other good and valusble considerstion, the receipt end sufficlency of which is
acknowledged by all parties hereto, the parties hereby agreo as follows:

I, Assignment. Werld hereby sssigns, transfers and conveys to Buyer and Buyer
hereby assumes and accepts eny end all of World's right, title, iifterest, obligations and lisbilities
in and to the Master Agreement and the WHWD Liabilitles. Buyer hereby essumes and agrees
to keep, perform and fulfill all of World’s obligations under or ‘with respect to the Master
Agreement and the WHWD Liabilitles. All eapitalized terms not otherwise defined herein shall
have the meaning set forth in the Purchhse Agreemant.

2. Indemnification by Buyer. Buyer hereby agrees to indemnify and defend World,
its sucoessars, assigns, affiliates, representatives, members, directors, officers, agents, edvisors
and consultants ageinst and hold them harmiless from all demands, clairs, complaints, actions
or canses of action, suits, proceedings, investigations, losses, damages, lishilitles, costs end
expenses, including attorney’s fees pertainirig to or atising out oft (i) the Master Agreement
Including the performance or non-performanca of World’s obligations thereunder; end (i) the
WHWD Liabilities, '

3. Consent and Release by WHWD. Only in the event that the part of the Property
described in the Purchase Agfeement is conveyed to Buyer from World, Western cansents and
accepls the assignment of World's right, titte, interest, obligations and Mabilities in and to the
Master Agreement and the WHWD Lisbilities to Buyer as get forth in this Agreement and
bereby on its behalf and on behalf of its, successors and assigns bereby releases and forever
discharges World, its successors, mssigns, affilistes, representatives, members, directors,
officers, egents, advisars and constMants from any end all demands, claims, complainty, actions
or causes of action, suits, proceedings, investigations, losses, damnges, ljabilities, costs and
expenses, including attorney’s fees pertalning to or relating to the Mester Agreement and the
WHWD Ligbilities, including but not limited to World’s performance or non-performance
thereunder.

To the extent that the foregoing releass is a releases to which Section 1542 of the California
Civil Code or similar provisions of other applicable law applics, t Is the intention of the Parties
that the foregoing releases shall be effective as a bar to any and all actions, fees, damages,
losses, claims, lisbilities and demands of whatsoever character, nature and kind, known or
unknown, suspected or unsuspected specified herein. In furtherance of this intention, the Parties
expressly walvo any and all rights and benefits conferred upon them by the provisions of
Section 1542 of the California Civil Code, which sald Section 1542 providing as follows:

“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS THAT
THE CREDITOR OR RELEASING PARTY DOES NOT KNOW OR
SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE-AND THAT, [F KNOWN BY HIM OR
HER, WOULD HAVE MATERIALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR OR RLEASED PARTY.”




The Partics acknowledge that the foregoing waiver of the provisions of Section 1542, was
bargained for separately. Thus, notwithstanding the provisions of Section 1542, and for ths
purpose of implementing a full and complete release end discharge of .Woﬂd, WHWD expreasly
ecknowledges thet this Agreement is intanded to include in its effect without limitation all of the
claims, causés of action and liabilies otherwise eéncompassed in the release above which
Western, does not knows or suspeots to exist in their favor at the time of execution of this
Agregment, and this Agreement contemiplates extinguishment of pll such claims, cansss of action
and liabilities,

4, ) ability. This Agreement does not constitute an admission of
lability by any of the Parties to fhis Agreement.

5. NoReliance, Bach Party acknowledges that it has mads such investigation of the
facts pertaining to this Agreement, and all matters pertaining thereto, as he or it deems
pecessary, Each Parly to this Agrecment represents fhat: (a) he or it is represented by the
attornoys of its ohoice; (b) prior to the execution of this Agreoment each Party’s attomey
reviewed this Agreement, made all desired changes, end approved this Agreement as to
substance and form; (c) the terms of this Agreement and its consequences (Including risks,
complicatiotts, and costs) have been fully explained to it by its attorneys; (d) it fully understands
the terms and consequences of this Agreement; (e) it is not relying upon any representation or
statement made by any other patty hereto, or by such other party’s employees, agents,
representatives or attorneys regarding this Agreement or its preparation except to the extent
such representations are expresly and explisitly incotporated herein; (f) it 1 not relying upon a
legal duty, if one exists, on the part of any other party, or upon the part of such other party’s
employees, agents, representatives or attomeys, to disclose any information in connection with
the execution of this Agreement or its preparation; and (g) it has carefully read and undergtands
the contents of this Agreement and frecly signs it of his or its own free act, without any
coustraint or undue {ufluence, and it is the intention pf each party to be legilly bound by this
Agreement, Further, it is expressly understood that no Party shall ever assert any failure to
disclose information by any other Party as e ground for challenging this Agreement.

6.  After-Acquited Facts. The Parties eckmowledge that they might hercafier
discover facts differemt from or in addition to those they how know or believe to be true with
respect to a claim or claims released herein, and thoy expressly agree to assume the rsk of
possible discovery of additional or different facts, and agree that this Agreement shall be and
retain affective in all respects regardless of such additional or different discovered facts, or any
change In clrcumstances.

Choice o

7. By f Law and Forum_ Selection ThisAgreementismademdememdlnmin
the State of California and shall in all respects be interpreted, enforced, and governed under the
laws of the State of California as if entirely perfarmed within the State of California, Any legal
guit, action or proceeding arlsing out of or related to this Apgrecment or the rights and
obligations of the parties hereunder, shall be instituted exclusively in the federal courts of the
United States or the Courts of the State of California in each case located in the City of Modesto
and County of Stanislaus, and each party irrevocably submits to the exclusive jurisdiction of
such courts in any such suit, action or procecding.




, 8. Waiver of Breach, The waiver by clther patty of a breach ot violetion of any

provision of this Agreement shall'not operate as, or be construed to be, a waiver of any
subsequent breach of the same or other provisions hereof,

9, Attorneys’ Pess, The preveiling party in any dispute between the parties hereto, or

any of (hem, arising hereunder or relating hereto shall be entitled to en award of reasonsble .

attorneys’ fees, costs and expenses at ttial and through all appellate levels.

10.  Successors This Agreement shall be binding upon the parties hereto and their
parmitted regpective successors and permitted assigns.

11. Rulg of Construgtion, This Agreement chall be interpreted without regard to any
presumption or rule requiring construction against the party causing this Agreement to be
drafied.

IN WITNESS WHEREOF, Assignor and Agsignee have executed this Assignment, Assumption
and Release Agreement as of April , 2020.

[Signatures on Following Page]




SELLER:

BUYER:

WESTERN:

‘WORLD INTERNATIONAL, LLC

a Delaware limited liability company
By:  Three60, LLC, its sole member
by Pida Wedesr ),

By: Linda Margos
Its: Manager

ANGEL'S CROSSING, LLC
a California limited liability company

By:
Name:
Title:

WESTERN HILLS WATER. DISTRICT
a California yater district

By:

Nanfe Guillermo Marrero
Title: Chairman of Board




SELLER:

BUYER:

.By:

WORLD INTERNATIONAL, LLC
a Delaware limited liability company

By:  Three60, LLC, its sole member

By:

By: Linda Marcos
Its: Mansger

ANGEL'S CROSSING LLC

WESTERN HILLS WATER DISTRICT
a California water district

Name:
Title:




A notary publio of othat Gioet COmMpISTRg tia certificatn varitas only the tdently of the mdividual who Eignad the document o which].
thia certificats lo alteched, end not the tnutifulness, a cr of that dooumant, - —— ]

STATE OF CALIFORNIA

o102 _pets
benfore ma,'(wuu 'f(_ L@; ,UD{@ ) Fu'ﬁc&’»
a Notary Publle, pgreonally appeared

DYAD CERMAD TR Hace

who proved lo me on the basls of setlstactory evidence to o tho perzon(s) whose nama(s) ls/are subsacribed To the within
instrument and acknowledged to me that he/ghe/they axecuted the same In histher/thelr authorized capacity(les), and that
by histherAhalr signatire(s) on the Instrument the peraon(s), or the entity upon behaif of which the person(s) acted,
exscuted the Instrument.

| certify under PENALTY OF PERJURY under the laws of the Stats of Callfornts that the foregoing paragraph Is true end
carrect,

WITNESS my hand and cfficiat seal.

Signature -

(This area for official notaria! seal)
TITLE ORDER NO,: NCS-803241-06-(A2

ESCROW NO.: AU-55021431-SF
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GRIFFITH, MASUDA & HOBBS
A PROFESSIONAL LAW CORPORATION
517 East Olive Street
W. Coburn Cook, 1892-1953 Turlock, California 95380

Lin H. Griffith, 1923-2014 elebrating Our
(209) 667-5501 G o Armii g O
Fax (209) 667-8176 103 Annivérsary

David L. Hobbs www.calwaterlaw.com

dhobbs@catwateraw.com Founded 1920

November 16, 2023

VIA ATTACHED SERVICE LIST

World International, LLC
1880 Century Park E, Ste. 106
Los Angeles, CA 90067

RE: Notice of Demand for Payment and Lien Certificate Re Assignment, Assumption and
Release Agreement dated April 30, 2020

To World International, LLC:

As you are aware and as provided in the Notice of Hearing', the Western Hills Water District
(“WHWD™) Board of Directors held a public hearing on November 8, 2023 to determine a
number of issues related to the above referenced Assignment, Assumption and Release
Agreement. As a result of the duly noticed hearing, the WHWD Board of Directors made certain
findings as set forth in WHWD Resolution No. 2023-09 (the “Resolution), a true and correct
cepy of which is included herewith.

By virtue of the findings of the WHWD Board as set forth in the Resolution, it has been
determined that World International, LLC owes WHWD the current amount of $7,826,762.42 for
unpaid charges under the Master Agreement to Provide Water, Sewer and Storm Drainage
Services dated June 4, 1998 as amended.

Please be advised that unless the District receives payment for the. full amount by December 20,
2023, the District shall record -a lien certificate against World International, LLC pursuant to
Water Code §36729. This lien shall be in addition to any other existing liens or amounts owed to
the District.

The Water Code §36729 certificate constitutes a lien in the amount of the unpaid charges,
together with interest and penalties, upon all real property which you now own or may hereafter
acquire in the county in which the lien is recorded. The District may record the certificate in-any
county it believes you own real property. From the date of recording the certificate, interést shall
accrue on the principal amount owing at the rate specified in Code of Civil Procedure §685.010
which currently ts 0% per annum.

' The Notice of Hearing was dated October 6, 2023 and served via electronic mail, regular U.S. Mail and overnight
delivery as set forth inthe accompanying proof of service thereto.




World International, LLC
November 16, 2023
Page 2

Lastly, be advised that WHWD reserves the right to secure payment of the foregoing amounts
via all methods authorized by law, including but not limited to the assessment mechanisms per

Water Code §37200, ¢f seq.
Thank you for your attenticn to this matter. .
Regards,

GRIFFITH, MASUDA & HOBBS

David L. Hobbs

Enclosures — as stated,
Cc: Angel's Crossing, LLC; client.




RESOLUTION NO. 2023-09

RESOLUTION OF THE BOARD OF DIRECTORS OF THE
WESTERN HILLS WATER DISTRICT

DETERMINATION OF FINDINGS REGARDING STATUS OF ASSIGNMENT,
ASSUMPTION AND RELEASE-AGREEMENT DATED APRIL 30,2020 AND RELATED
ISSUES

WHEREAS, since WHWD's formation in 1992, the revenues collected by WHWD in
connection with its provision of water and sewer service Lo the Diablo Grande community haye-
significantly failed to match the cost of providing those services. To remedy the lunding
discrepancics and ensure sufficieni operational and capitaf finances for the District, the original
owner of the project, Diablo ‘Grande Limited Partnership (*DGLP") entered into the Master
Agreement 1o Provide Water;'Sewer and Storm Drainage Services dated June 4, 1998 with
WHWD (the “Master Agreement™). In exchange for the developer’s obligation to provide
annual funding shortfalls, WHWD agreed to ensure adequate water and sewer capacity to
provide for the build out of the Diablo Grande project; and

WHEREAS, ultimately, DGLP filed bankruptcy and World International, LLC (“World™)
purchased the Diablo Grande project and assumed DGLP s obligations to fund WHWD’s
revenuc deficiencies by entering-into an Addendum to Master Agreement to Provide Water,
Sewer and Storm Drainage Services, dated May 14, 2009 (the “Amended Master Agreement™);
and

WHEREAS, despite World providing funding and WHWD providing water/sewer
«services in accordance with the Amended Master Agreement for several years, World atleged
financiat difficulties beginning in or around 2018. In 2019, World indicated that it hada

prospective buyer that would purchase the Diablo Grande project and fully assume World’s
obligations under the Amended Master Agreement. The Master Agreement, at Scction 8,
requires that, “[E]xcept with the written consent of the other party, the rights and obligations
under this Agreement shall not be assignable by eitlier party;” and

WHEREAS, on April 24,2020 the WHWD Board of Directors conditionally approved
the Assignment, Assumption and Release Agreement (the “Assignment”); and

WHEREAS, subsequent to World and AC entering into an Amended and Restated,
Purchase and Sale Agreement, dated April 30, 2020 (the “Purchase Agreement”), on or about
May 7, 2020 escrow closed on certain parcels ol real property in Diabto Grande. Since 2019,
World has failed to contribute the revenue shortfalls o WHWD required under the Amended
Master Agreement. AC has never paid any amount to WHWD, be it per the Amended Master
Agreement or otherwise; and

WHEREAS, on October 6, 2023, WHWD provided a Notice of Hearing to World and
AC advising them that the WHWD Board would make determination on several issues related 1o




World and AC's obligations under the Amended Master Agreement and WHWD's ability to
enforce those obligations under the Waler Code.

WHEREAS, the Board of Directors of the WHWD opened and held the public hearing,
reviewed the Staff Report dated November 3, 2023, the Staff Report Attachments, the records of
WHWD and received the advice of the District’s counsel.

NOW THEREFORE, BE IT RESOLVED BY THE Board of Directors of the Western
Hills Water District as lollows:

I. The WHWD Board makes the following findings:

I. As to Issue No. |: Did the condition precedent set forth in Section 3 of the
Assignment occut, such that WHWD's consent to the Assignment was obtained? Section 3 of
the Assignment states in relevant part: “[O]nly in the event that the part of the Property
described in the Purchase Agreemient is conveyed to Buyer from World, Western consents and
accepts the assignment of World's right, title, interest, obligations and liabilities in and to the
Master Agreement and the WHWD Liabilities to Buyer as set forth in this Agreement...”

Finding A. Stanislaus County A.P.N. 025-039-021 is located within the PDP Lands and
was not conveyed from World to AC.

Finding B. Stanislaus County A.P:N. 025-039-014 is located within the WHWD Lands
and was not conveycd from World to AC.

Finding C.” The Purchase Agreement required AC to perform lot line adjustments to
ccreate and perfect the legal description for the WHWD Lands to be conveyed from World to AC,
-which never occurred.

Finding D. Because “that the part of the Property described in the Purchase Agreement”
was not conveved to AC from World, as required in Section 3 of the Assignment, the condition
precedent to obtain WHWD's consent did not occur.

Conclusion: Based upon the foregoing because all of the property within the PDP Lands
and the WHWD Lands owned by World, e.g., “the part of the Property described in the Purchase
Agreement” was not conveyed to AC (Buyer) from World, the condition precedent in Section 3
of the Assignment did not occur, therefore WHWD’s consent to the Assignment was not
obtained.

2. As 1o Issue No. 2: If WHWD determines the tinding to Issue No. | is “no”, e.g., the
condition precedent in the Assignment did not occur and there was no Assignment of[he Master
Agreement 10 Provide Water, Sewer and Storm Drainage Services, as amended by the Addendum
to Master Agreement Lo Provide Water, Sewer and Storm Drainage Services (referred to herein as
the “Amended Master Agreement”), then does World remain obligated to WHWD as set forth in
the Amended Master Agreement?

Conclusion: Because WHWD’s written consent to assignment of the Master Agreement
was not obtained, as per Issue No. |, World continues to remain obligated under the terms of the
Master Agreement/Amended Master Agreement.




3. As 1o Issue No. 3: If Warld continues to be obligated to WHWD under the Amended
Master Agreement, what are the delinquent amounts for which World is liable to WHWD?

Finding A. Because the Master Agreement as amended requires World to fund the
shortfalls of the WHWD based upon the WHWD annual budgets, World is liable to WHWD in
an amount equal to the adopted annual WHWD budgets minus the WHWD revenues therein.

Conclusion: As of November 3, 2023, World is currently liable to WHWD under the
Amended Master Agreement in the amount of $7,826,762.42. 1t is anticipated this amount will
continue to grow with each successive year o the extent WHWD’s revenues do not meet its cost
of providing utility services.

4, As 1o Issue No.4: Does the failure of Angel’s Crossing to perform under the
Assignment, e.g., failure to make dny payments towards the WHWD Liabilities as defined in the
Assignment, result in the Assignment being of no force or effect such that World remains liable
to WHWD under the Amended Master Agreement?

Conclusion: In addition to the finding of Issue No. | that WHWD's consent to the
Assignment was not'obtained, because AC failed to may any payments to WHWD in accordance
with the Master Agreement or Amended Master Agreement, World remains obligated to WHWD
in accordance with the Amended Master Agreement.

5. As to [ssue No. 5: Doés former WHWD Director Guillermo Marrero’s undisclosed
tinancial interest in the Assignmeént, e.g., the agreement by Angel’s Crossing to assume World's
‘tobligation to pay International Practice Group approximately $165,085.02, result in the
#Assignment being void pursuant to Gov't. Code §1090, ef seq.?

Finding A. Former WHWD President/Director G. Marrero was the owner of
International Practice Group (VIPG™), which is a law firm which included World as one of its
clients,

Finding B. Pursuant to the Purchase Agreement, which was contingent on WHWD
approving the Assignment, AC was to assume an obligation to pay IPG $165,085.02.

Finding C. AC’s promise to pay IPG was a direct financial interest to G. Marrero, which
was never disclosed and not discovered by WHWD until August 2023,

Conclusion: Because Direclor/President Marrero had an undisclosed direct financial
interest in the approval of the Assignment, the Assignment violates Gov’t. Code §1090.

6. This Resolution shall take effect immediately upon its adoption.
7. WHWD shall cause a copy of this Resolution to be provided to all affected partics.

8. WHWD swafl are hereby authorized to ake all actions 10 enforce this Resolution,
including but not limited to the use of any collection remedies allowed under the Water Code.

Moved by Director, Mark Kaovich, sccond by Director, Martin George Johnson,




that the foregoing resolution be adopted.

Upon roll call the following vote was had:
Ayes: Director's, Mark Kovick, John Frederick, Mary Davies, Martin Gene Johnson,

Martin George Johnson

Noes: None
Absiain: None
Absent; Non¢

I, Mary Davies, Secretary of the Board of Directors of the Western Hills Water District,

do hereby certify that the foregoing is a full, true and correct copy of a resolution duly adopted at
er, 2023.

a regular meeting of the said Board of Directors held the 8" day of Nove
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Guitith, Masudas & Hoboe
517 E, Citve Avenue

P.0. Bor 510
Tuiock, CA 93381
(209) 887-3501

PROOF OF SERVICE
I, Catherine Pasma, declare:

I am employed in the County of Stanislaus, State of California and over the age of

eighteen (18) years, and not a party to the within action. My business address is 517 East
Olive Avenue, P.O. Box 510, Turlock, California, 95381-0510.

On November 16, 2023 I served the within document(s):

Correspondence from David L. Hobbs Re Notice of Demand for Payment and
Lien Certificate Re Assignment, Assumption and Release Agreement dated April
30, 2020

[X] BY U.S. MAIL. By placing the document(s) listed above in a sealed envelope

with postage thereon fully prepaid, in the United States. mail at Turlock, California, addressed
as set forth below. I am readily familiar with the firm’s practice of collection and processing
correspondence for mailing. Under that practice it would be deposited with the U.S. Postal
Service on that same day with postage thereon fully prepaid in the ordinary course of business.

WORLD INTERNATIONAL; LLC
1880 CENTURY PARK E, SUITE 106
LOS ANGELES, CA 90067 :

WORLD INTERNATIONAL; LLC
2710 GATEWAY OAKS DRIVE
SACRAMENTO, CA

ANGEL’S CROSSING, LLC*
3150 WILSHIRE BLVD., SUITE 2722
LOS ANGELES, CA 90010

On behalf of ANGEL’S CROSSING, LLC:
June D. Coleman, Esq:

Messer Strickler Ltd.

5960 South Land Park Drive-#1059
Sacramento, CA 95822

[XX] By Electronic Mail — I served each document on the parties by emailing each

document in PDF format to each email address listed above.

On behalf of WORLD INTERNATIONAL, LLC:

rafael@frel.mx
ralaelmarcosO@me.com
linda@frel.mx
hperalta@frel.mx
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Gnifith, Masuca & Hobbs
$17 E. Olive Avernie

P.C.Bax 510
Turoch, CA 95381
(209) 667-3301

| declare under penalty of perjury under the laws of the State of California that the
above is true and correct.

Executed on November 16, 2023, at Turlock, California.

‘%&ﬁn‘o Dl

Catherine Pasma




