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Exempt from Filing Fees Pursuant
Attorneys for Plaintiff to Government Code §6103
WESTERN HILLS WATER DISTRICT

BY FAX
SUPERIOR COURT OF THE STATE OF CALIFORNIA

IN AND FOR THE COUNTY OF STANISLAUS

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

) CaseNo.: cvzaooglas
Plaintiff, )

) VERIFIED COMPLAINT FOR VIOLATION
) OF FALSE CLAIMS ACT; DEMAND FOR

V
) JURY TRIAL
)WORLD INTERNATIONAL, LLC, a Delaware )limited liability company; THREE60 LLC, a )Delaware limited liability company; LAVELLE )

CARMEN KEARNEY aka CARMEN MILLAN
LAW GROUP, APC; GUILLERMO MARRERO,)

)
KEARNEY, DOUGLAS KEARNEY, and DOES
1�100, inclusive, l

)

Defendants.
)
)

-3

PlaintiffWESTERN HILLS WATER DISTRICT (hereafter referred to as "WHWD" or

"DISTRlCT") 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 PlaintiffWESTERN HILLS WATER DISTRICT is, and was at all times herein, a public agency6

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 times28

I-'CJ
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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 Preperty 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 THREE6O 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" ofWORLD 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 ofWORLD

INTERNATIONAL LLC.

4. At all times relevant hereto, Defendant THREE60 was the alter ego ofWORLD. THREE60 and

WORLD had a unity ofmanagement, 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 ofWORLD 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 THREE6O 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 ofAA&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 ofAA&R Agreement o/b/o THREE60
as 'sole member" by World;

(c) Identification 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 ofAA&R Agreement o/b/o THREE6O as the
"sole member" by World;

(d) Sole ownership of all of the stock in a corporation by one individual or the members ofa family
as alleged herein and as demonstrated by Linda Marcos execution ofAA&R Agreement o/b/o
THREE6O 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 ofWORLD business affairs-all ofwhom 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 MARRERO 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 ofthe WHWD Board ofDirectors 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. On July 1, 2010 Rafael Marcos Dayan holding himself as the Manager ofWORLD, 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. MARRERO is also an owner of the office condominium suite REAL

property where the IPG 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 THREE60 business transactions.

9 Defendant CARMEN KEARNEY aka CARMEN MILLAN-KEARNEY ("C KEARNEY") is an

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

Officer ("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 THREE6O 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."

4

VERIFIED COMPLAINT FOR VIOLATION OF FALSE CLAIMS ACT
Complaint 04.19.2024

12345670090

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28



11

12

13

14

15

: 16

17

l8

19

20

2|

22

24

25

26

27

28

1 1. Defendant DOUGLAS KEARNEY ("D KEARNEY") is an individual who at all times relevantl

hereto was an employee ofWORLD 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 THREE60 business transactions.

12. On or about July l, 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 forrn 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

DlABLO 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 ofWORLD and THREE60.

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 ofWORLD and

THREE60.

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 THREE60 business transactions through

the MARRERO law firm IPG. CAROLINA IUAREZ 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 l9, 2024.

l8. 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.

l9. Plaintiffs are currently unaware of the true names and capacities of Does l through 100,

inclusive, and therefore sue those parties by such fictitious names. Does l 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 ofDoes l 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, I999.

6
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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.2

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. lt previously provided approximately 980 acre�feet per year of untreated water for6

the DlABLO GRANDE development's two golf courses.7

24. Wl�IWD'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 Wl-IWD was formed as a public water purveyor under California water law,10

100% of the land in DIABLO GRANDE was originally owned by Diablo Grande LP (Donald Panoz).

26. Throughout the planning and development inception stages of the DIABLO GRANDE project,12

Mello Roos bonds were issued and voted on 100% as the sole landowner/developer at the time (Diablo
.,

13

Grande LP/Donald Panoz) to build all of the facilities of the WHWD and manage other public areas14

within Diablo Grande.15

27. ln conjunction with the development and the need to finance new facilities and infrastructure,l6

the WHWD issued the following bonds:17

18
a Pursuant to an Official Statement dated July 26, 2001, The Western Hills Water District

19
(the "Water District") issued $21,000,000 Diablo Grande Community Facilities District

20
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
2

Community Facilities District No. l (the "District").
22

Pursuant to an Official Statement dated December 13, 2002, The Western l�Iills Water23 b

District issued $6,650,000 Diablo Grande Community Facilities District No. l Special24

Tax Bonds, Series 2002 (the "2002 Bonds"). The Bonds were issued primarily to25

construct and acquire certain public infrastructure improvements of benefit to the District26

The 2002 Bonds are secured by and payable from a first pledge of "Special Tax27

Revenues" on parity with the 2001 Bonds.
28

7
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28. On May l3, 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 1A subdivision created ". . . 193 lots consisting ofa variety of parcel

types and sizes including but not limited to: ...lols for infrastructure such as sewer treatment plant and

wads."

29. As part of the Unit 1A subdivision map, the County required that Diablo Grande enter into a

Subdivision Improvement Agreement ("SlA"). The SlA provides under 1[1.l that the subdivider was

required to construct and complete "Improvements" as required under the Conditions of Approval.

30. "Improvements" under the SlA 111.2 specifically include the water system. Under the revised

Conditions of Approval, under 1[4(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.18 Subdivision and approved the Final Map by unanimous vote. The Unit lB

subdivision created ". . .63 residential lots..." Since the required subdivision improvements for Unit lB

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.

l

5

6

8:

9

33. The recorded Unit No. lB Final Map lists the designation "WHWD" (Western Hills Water

District) on/at its 'Legend' (See Sheet 2 of 17). On Sheet 3 of 1 7, three (3) lots [#316, #317, #318] are

designated as "WI-1WD".

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

8
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and trailers for the water districtz but on the recorded maps and on the original Mello Roos documents

the lot was shown as the Sewer Treatment Facility.3 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

111.2 specifically includes the water system and under the revised Conditions of Approval; under 114(8)

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 ofWHWD 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

1

4

6

7

District.

Transaction #1: Diablo Grande March 2008 Bankruptcy and Acguisition by WORLD
International LLC

36. Diablo Grande LP filed a Petition for Chapter Il 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. l4 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 ofANGELS 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 Wl-lWD.
4 The Final Order closing the case was issued by the United States Bankruptcy Court on July 2, 201 l

. .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.

9
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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.

Specifically 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 ofWater 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 AGREEMENT"] is appended hereto as Attachment "1" and

incorporated by reference.)

39. On September l6, 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 lntemational LLC closed on/about October 7, 2008.5

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.

See ln re Diablo Grande Limited Partnership, a Califomia Limited Partnershipt 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.

10
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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 confirIn 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 International LLC and Effectiveness of Settlement Agreement and Mutual Releases.

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

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 Directorsat 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

lntemationa] 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

l]
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l\)

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 ofWORLD 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 ofthe 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).

3

4ZI

6

7

9

6 These properties were n_ot 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 Piments 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 l7, 2018, WHWD Board Directors MARRERO, C KEARNEY, D. Kearney and

IVY voted unanimously to approve ltem 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. At all times relevant herein, the Lavelle Law Group ("LLG") was a California law firrn whose

business address was co-located with the MARRERO's IPG law finn at located at 1350 Columbia

Street, Suite 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. On July 3 I , 20] 8, LLG submitted a detail of its retention fee: Two Phase Litigation Budget-

Phase l (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, 201 8, MARRERO signed the LLG proposal as the

WHWD Board President. MARRERO did not disclose his financial interest(s) in ownership of the office

l3
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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$l69,000 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 3rd party business entity. No

formal WHWD Board action was publicly taken to authorize attorney Lavelle granting this extended

deferment.

58. On/about May l, 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 ofWORLD provided a redacted

Letter of Intent ("L01") for a potential purchaser ofWORLD 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-

THREE60 corporate interests would transfer properties and liabilities to one or more newly formed

corporation(s) ("NEWCO") 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-

14
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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 lO, 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.5

HALE, Jr. as its agent for service of process.6

63. On November 15, 2019, LLG submitted an additional legal services invoice to WHWD under7

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 against9

WORLD by the end ofthe 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 ofmore 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 Lavelle 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. In/about 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.2

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 its4

delinquent obligations to the newly formed and incorporated ANGELS.

68. On information and belief, ANGELS was the NEWCO or a modified derivation of the6

NEWCO scheme contemplated by WORLD and THREE60 as the vehicle WORLD would use to7

discharge its contractual obligations to WHWD.

69. On information and belief, MARRERO, JUAREZ and LUONG in coordination, direction and

approval ofWORLD and THREE60, developed, negotiated, and prepared a purchase�sale agreement10

between WORLD and ANGELS.

70. The WORLD-ANGELS purchase-sale agreement (PSA) required as a condition precedent the12

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 fullyl4

disclosed to the WHWD. MARRERO participated in discussion and drafiing ofthe PSA despite his

position as a Board Member with WHWD.l6

7l Thereafter, MARRERO, JUAREZ and LUONG in coordination, direction and approval of17

WORLD and THREE60, developed, negotiated, prepared and submitted to the WHWD various drafis

of an AA&R. The terms of a proposed Assignment, Assumption & Release Agreement (hereafter19

AA&R Agreement) provided that ANGELS would assume ownership ofWORLD's parcels within20

the Diablo Grande project boundaries, accept by assignment WORLD'S obligations to pay all21

arrearages, honor and abide by the terms and conditions of the AMENDED MASTER22

AGREEMENT between WORLD and WHWD, and subsidize the District revenue shortfalls until the2 .,J

project development completion. There were three (3) parties to the AA&R Agreement: WHWD,24

WORLD and ANGELS.25

72. It was publicly known that MARRERO has been WORLD'S attorney prior to his WHWD26

Board membership and that he owned an International Practice Law Group (IPG) law firm in San27

Diego. However, however, despite serving as a Board member with the statutory and fiduciary28

l6
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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 WHWD2

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 IPG associate attorney JUAREZ (as legal counsel) and4

LUONG, the corporate agent and representative for WORLD and THREE60) were directly involved5

in the preparation, negotiation and drafting of the WORLD-ANGELS PSA and the WORLD-6

ANGELS-WHWD AA&R Agreement on behalfofWORLD.7

73. MARRERO also failed to fully disclose that he had a conflict of interest because he and his

IPG law firm directly received compensation as the attorneys and corporate representatives for9

WORLD while he was a member ofWl-{WD's Board of Directors. While MARRERO's Form 700s

stated his lPG 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 THREE60 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 ofWHWD'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 lPG 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 IPG associate attorney JUAREZ
continued to communicate regularly with C KEARNEY AND WORLD representatives, R Marcos and

Linda Marcos (THREE60 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.

l7
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77. MARRERO'S discussions with WORLD and THREE60 specifically related to preparation of

WORLD resolutions regarding the sale of property and transfer ofWORLD'S debts. MARRERO,

IUAREZ, 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 ofWORLD

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 foriBoard 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: (l) WHWD could have filed a lawsuit to for declaratory relief and/or for quiet title to enforce

payment ofWORLD'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.

l
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82. On/about April 24, 2020, based on the representations ofMARRERO, 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 ofWORLD'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 ofthe 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

l

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

"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.)7

84. Following WHWD approval ofthe 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 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 ofits obligations under the Master Agreement.

86. On information and belief, following its last payment in May 2019 and after the defaults 0n

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

Attorney 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 1 l 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

A. ,c'laimed sixteen (l 6) 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 l l 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 ofWORLD-THREEéO 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 outstanding 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 l of Diablo Grande was transferred to ANGELS Crossing for only $100,000. In tum,

based upon recorded deeds, ANGELS only paid $110 in transfer tax to the County for property worth

tens ofmillions of dollars less liens and encumbrances.

l

2

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

.nwhose true purpose was to obviate and relieve WORLD-THREE6O 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, THREE60, MARRERO, C. KEARNEY, D. KEARNEY and DOES 1-100]

96. Plaintiffincorporates 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 ofWORLD.

98. WHWD brings this cause of action as a relator against WORLD for violation of California

Government Code §§ l 2650, 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.

l01. 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 l3, 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 propertiess.

8 These properties were n_ot 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 l6, 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 ofWORLD International LLC or its predecessor�in-interest Diablo Grande LP's former

employees or affiliates.

Violation 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 ofa 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 ($1 1,000) for each violationg, as adjusted by the Federal Civil
Penalties Inflation Adjustment Act of1990, Public Law 101-4IOSection
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.

9 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.

1

(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 knowingly4
delivers or causes to be delivered less than all of that property.

5

(5) ls 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

6

knowingly makes or delivers a receipt that falsely represents the property
used or to be used.

8:

(6) Knowingly buys or receives as a pledge of an obligation or debt, public
property from any person who lawfullymay not sell or pledge the9

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 ofan inadvertent submission ofa false claim,
subsequently discovers the falsity ofthe 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 ofthe 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 t6 WHWD for which it was entitled without

purchase.

1 1 1.Each of the two real estate transactions constitutes a separate violation of the False Claims Act.

1 12. 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.

1 13.As a direct and proximate result ofWORLD's two false claims to WI-IWD for purchase of the

foregoing parcels, WHWD has been damaged in the amount of $780,000.

WHEREFOR, PlaintiffWHWD 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]

1 l4. Plaintiff incorporates all preceding allegations ofthe Complaint in this cause of action in full.

1 I 5. 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

govemment contract relating to the provision of legal services.

l l6. As members ofthe 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 fairness to those governed, and faithful compliance and observation

of the public laws. (Govt. Code §§ 1090 and related statutes discussed herein).

1 17. 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 ofWHWD and for the public the

District served. As fiduciaries, MARRERO, C KEARNEY and D KEARNEY were each required to

act with the utmost good faith and loyalty, prioritizing the interests of their principal WHWD.

1 18. 1n their official capacities, MARRERO, C KEARNEY and D KEARNEY each participated in

discussions, negotiated terms, drafted, authorized, and/or executed contracts on behalf ofWHWD at

all relevant times hereto.
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l l9. 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. MARRERO, 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 7005.

120. MARRERO is an attorney who was admitted to practice in California in 1981. MARRERO's

law office has operated under the corporate name of"International Practice Group, PC" since 2003.

MARRERO 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 ofWHWD.

122. MARRERO breached his fiduciary duty when he influenced WHWD to retain LLG, a law

firm located in MARRERO'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 actions

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 lPG for work that was never performed.

127. As a direct and proximate result ofWORLD'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, PlaintiffWHWD seeks relief permitted by statute including statutory

penalties, arid 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:

l For compensatory and economic damages;
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For general damages as appropriate on the causes of action;2

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 NEASH: April 19, 2024

ByD
WILLIAM C. NEASHAM

DEMAND FOR JURY TRIAL

PlaintiffWESTERN HILLS WATER DISTRICT demands a jury trial on those matters so

triable.

Date: April 19, 2024

:Wjiig%fRLLp
_

WILLIAM C. NEASHAM
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VERIFICATION

1, MARK KOVICH, declare that I am Over the age ofeighteen (18) years arid i am au'thOrized to

make this statement as the duly elected Board President for the Western, Hills Water District, Plai'ntiffin

the above-entitled Action. I currently reside in Patterson, California. I have previously served 'in various

capacities relative to the Western Hills Water District-a member ofthe public, resident and constituent

oftlte District, as its appointed Treasurer, and currently serve as President and member ofthe Board of

Directors.

l have read the foregoing VERIFIED COMPLAINT FOR VIOLATION OF THE FALSE

CLAIMS ACT and kriow its contents; and I declare that the matters stated in the foregoing document

are true ofmy 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 I believe them to be true. My verification is based upon my review ofavailable Western

Hills Water District official records, accounting records and books, documents, bank statements, text

and e-mail message communications, andother records ofthe District Board minutes, and my personal

attendance at various Board meetings and hearings throughout the relevant time periods involved and

relevant to the Complaint.

1 declar'e under penalty of perjury under'the laws ofthe State QfCalil'ornia that the foregoing is

true and'correct. Executed this l9"' day oprril 2024 in Patterson, California.

' dbl/hr]
MARK K'oVrcr-r V "I
Authorized Representative for
WESTERN HILLS WATER DISTRICT

'l
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MASTERAGREEMENT ANDADDENDUM
ATTACHMENT "1"



. MASTERAGREEMENT TO PRQVIDEwATER, SEWER, AND
' S'IORM DRAINAGE SERVICES 1

.- :r2';
_.v ,'_'=. 1.

.'1
-

'

THIS AGREPLWT 13 eninr'ed this4th dayof inns. 1998;by andbetweenWmern Hills
Wain:District. 3 C'alifomia Water Dian-lotC'Womx'n"),and Diablp .Grande Ljx'nitad Pummhlp,
1:1 California Limilcd Paflnmhip ("D6").

Recitals;
'

.

,. 1»

WHEREAS, Wo'men11! 5 Watt";diauigt locita'd'1n mam-n Stanislaus County in iii: Siam '

of California and 'oxganizud and existingmidst tiieIaWs of the State of California havizlg'by thus: '- ~

.Iaws the mnhodty to own and
opgiet:

municipal uwei';Whie:,1uid stem: drainagemime; Ind

WHEREAS.D6 is a limitedpmmporganimd andaflsfinguindk the ia'wa ofthc
Sun: ofCalifoniii whiaixownfi appmdmntnly30.0003&63ofrailproperty- inWestern"whim

(22.0me in the 8m: afCalifoxjnja0nwhiqh [26,-ngto d
'

191);In few (4) phases.a world-class
desunat1on mam-t and plannedresidonfiéi cémmuliily'j ding'gqifjQOUI'SES, vineyards;- hotel,
E'uirnpm spa, retail admit, busincss p'_a:i<,

and 5 .000"(aria-11ml 111111310 be knqwn as "Diabio
Chanda" ( 'Diablo Grandet'); and ,

.n: _.. .

6%
. WHEREAS the first phase ofDmbio Grands" In manned Wnhm ma boundaries ofWestexn

. cud DG dm'n'w for Wm to ptovid: Wm.- sgwe: and storm drainage scmccs to Diablo
.

Gxaiidu; and. 2 .
. a .

.:;. g..

1 WHEREAS. on Jun;4. 1998. by Resolutiéa'No. 98.05.!i1: Baud of Directors of
W:0(em appmyrsd this Amman! and. authorized1i1'aPrés1dant

of the Bda:d to execute this
Agxccmcni 11; bciuflfufwostam

'

NOW, mmonn,. the parties naew'w as réuowé:' -. .

Wmcm agxcca to provxdc pcrmmmnt mm war, and stem drainag: services to all
1 A *\ agncultuxui , InvwAC1pa1 and recreational um in Diublo Grands subject to (in terms and
' ' "" '

condiclot1s set forth In this Agreemam, Including hm not llmxiedin fun and complete mmpllanw
with the California Erwimnmcnml Quality Act ("CEQA ') As DG 1:1 handy to dzveiop punicuiu:

4'- wiLhi11 Diublo Oraruic 1'1 Him" aubmii t0 Wcstan a writmn mqtmst for waicx, scwu and

8383

s in.

(a

main

Ttrms

Q I i i '1- an u on I": n . '4 It" l 5 I

from Wcstun consisting of ('1) a {yummy ofth (Li) as

m'
1

fix
("*5

3m 3'7 3!



the annual water demand: (iii) an estimated monthly regulatibn ofthc projected annual demand

drainage review; (v) the schedtzle for developin'qrtofth'c'use; and ('vi) the s'ehednie andmethod
of financing construction.oftho proposed lanthanum. Within thirty. (30) daysof receipt_ ofthe'
written request, Wemm shall nasty DG whether and underwhat conditions it willdeliverWator,
sewer, and storm drainage saviocs in moms to the:writtenmm Those conditions oonld'
include an Agreement between Weatorn andDG raising to the acquisition of avatar supply"
and/or the construction. dedication and maintcmnoe ofW and related rlghts-of-woy

.

,- r'clatirtg m the use; (iv) the lair-mantle required for the proposed water, sewer, and stonn

2. 29mm. 'l'he parties agree. to cooperate in obtaining any and all local, state, and '

federal pmnits required in connection with the delivery ofWater, sewer, and/or l'storin drainage
services to Dlahlo Grando.

3. W.- Western agrees to establish and collect those few and
'

cssmentswhich are allowable by law and whioh are- reasonable and necessary for the delivery
avatar sower. and storm drainage servioesto Diablo'Grando

. _

Vestcmrtodeliver any service or construct myfacilitiestOlDiablo Grandeuntilall nationality and

aprm'pnurc findings have been made undzrtho California Environmental Quality Act ("CEQA").
themuch! that Western shall be obligated to makefindings under CEQA in connection with
cliyery of Water, sewer. and/or storrn drainage services to Dlahlo Gmde, 'nothlng' in this
emcntshall obligate Westorn to make any-W other, than those findings whioh are

tied by substantial evidence in the record as manned by law.

onst'ani and tntihtemrpted delivery of thethfit qualityServices

hlmgnllnnnnnamxmnns This Agreement if! to be conmcd and enforced in
Eh c Llaws of the State of CalifornuL The invalidity orluncnforceabillty of any

~. 9mm Western W to entploy such nimgoxnont and maintenonco'
d

to:
hire such 'oonsuitants, asmay be

reasonably necessary to deliver high qu'ality'
'

4; Nothing in this A'grsernont shall be interpreted toobligate
'

I.
Wésiem am to comply with all applicable laws and. -

dpplionblr; to the delivery of "watersewer, and storm drain services to Dlablo Grando'

FROM129;, 1999 :3': 34PM

To
1.4

Agra

\-\

In
1 .

'é'a

.u'u

S"? 32$

Quemx Diablo Grands agrees to advance fimds to Wastm as

1511ch "THE as Woman's menus an: sufiio enttoL0 payrfor thc costs of opennio
All such funds shall be treated as a Loan to Westem by D6 which

ahnflb 'L'r'xtcrgst 3' memt: ofmght percent (8%) per annum unm paid in full WcmmAagrces
figpjxqfififiih'cfdcbt created under this paragraph hem its enues begin' to exceed its apefation

pnrtim shall 111ch and confer to dztzrmme an appmprim sahcdulc for

Ki! 11

yo ,
M7 can dby f compctmtjwisdictx

512$»: gigtxjor cntbmcability of any other p Except with the wn'mzn

'ai'i



By:

'7

Russel?! l-ewmmSecmmry 7
:,

DavidRmmo. Secretary

'"fiG"}' .fl .. ,

DIABLO .'RANDI; LMIED
' PARTNEI'HEM:.CaIIIbrniu limited

_.pampr';'c:: by ItsGe;per811_'_nx*tn9r,:
DIABLC- .'RAND .INC;31California
corpomho

"3; éils'SWis»

7'"R
n"

r -.M 'f' the atlmi party, tbc rights and Obligations Linc: this Ammt- shall' not be

9.0.. «"eiia-i'an'w'iifil: by either party

"WEETERW

wns'rym't :nLLsWATERDISTRICT

B)"-
Sclmuiflrcs'id
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D E OPR E A'I'E SE. ER
ND 0 D G SERVIC

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

RECITAIS

California Partnership ("DG") entered into the Master Agreement to Provide Water,
Sewer and Storm Drainage Services ("Master Agreement").

A. On June? 4'1', 1998, Wiestem and Diablo Grande Limited Partnership, a'

B. On October 7,_ 2008, the sale closed on the property knownas the Diablo
Grande Winery & Resort in Patterson, California wit}: a street address of 9501 Morton
Davis Drive ("Property") pursuant a purchaseandsale agreement between World and DG
("Purchase Agreement").

'

C. Pursuant to the Purchase Agreement, World assumed the Master Agreement.

D. The parties desire to enter into this Addendum to amend the Master
Agreement and confinn Westem's acceptance of the assignment 'of the Master Agreement
to World.

NOW, THEREFORE, the Parties hereto agree as follows:

AGREEMENT

1. Western hereby ayeee and aclm'oWledge's the
assignment by D0 and assumption to World of theMaster Agreement.

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

7. Operational and Capital Costs.

a. In providing services under this Agreement, Western will incur operatic
costs, costs to replace existingjcapital assets,- and costs'for newcapital 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 eostsshall include
principal and interest payments on any outstanding 'debt other than to' WOrld but

l



excluding any debt owed to Veolia North America.

b. Western shall prO'vide World with a propoSed annual budget by November 'l

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 costsfor the
replacement of existing capital asse'ls. and proposed 'oosts for the acquisition of new
capital assets. The annual budget shall also include the projected timing by month of
payments for such operational and capital costs. World agrees to provide Western with
its comments/objectionswithin thirty calendar days of receipt of the proposed annual

'

budget.

c. Upon approval of each annual operational budget by the Western Board of
Directors and the approval of each annual capital budget by both Westerns Board of
Directors and World, World agrees to advance funds tn accordance with the approved
budget 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 saidcapital assets provided that any such funds advanced shall be secured by the

security interest granted to World under Section 7i below.

e. Notwithstanding anything tothe contrary in this Section 7, World shall not be

responsible 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 agees that the $20,000 that the Bankruptcy Courtapproved in
settlement of W'orld's administrative claim concerning those pre-October 7, 2008 debts of
Western shall be paid to Western for use in settling the pre-Oetober 7. 2008 non-Veolia
debts and shall not bc considered inany way as an advancement of funds to Western.
Western agrees that it shall beresponsible for the amount of$l$.461.37 in attorney's
fees and costs incurred by World in procuring the $20,000 settlement, which amount
shall be deducted by World from the $20,000 payable to Western.

F. In the event that Western seeks 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 ofsaid increases shall be subject to the mutual

agreement ofWorld and Western.

g. Subject to the
required periodic audit ofWestern' s financial statements t

parties agree that as of April 30'" .2009 World has advanced to Western the total sum
S l 043,384 33, excluding all accrued interest. and the patties further agee thatby March
l of each year World will submit a statement of the amount of sums advanced in the

preceding l2 months, which statement will be conclusive (subject to the required periodic
audit of We'stern's financial statements) unless within thirty days thereof, Western

2



disputes the amount of sums advanced and submits documentation that Supports and
confirms the amounts actually advanCed. The sum'mmy submitted by World shall also
include the cumulative total of all sums advanced on a historical basis.

h. All funds advanced shall be treated as'a loan from World to Western. All
funds adVanc'ed shall be'ai' 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 secun'ty
interests in a public agency's assets and subject to Westem's repayment obligation set
forth below, in consideration ofWorld'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 operationfis (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 (a) and (c) in this subsection shall not
exceed ten percent (10. 0 °/o) of the prior:fiscal year' s actual operating expenditures. Sum

(b) shall not exceed ten percent (l0.0%) 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 (1.00 %) of the
funding. it shall provide not less than l8 months advanced, written nodce to Western. and
such notice shall be timed so that if funding ceases, it ceases at the end ofWestem's
fiscal year. Example: With a World notice dated June IS, 2015, World shall cease

advancing funds after December3|, 2016. World's notice shall also include World' s
proposed repayment plan World's determination to cease advance funding and World' s

proposed repayment plan for funds advanced must
be reasonable and made In good faitltand be based upon Western' s audited financial
statements and a reasonablemega/ear projection ofWestern s revenues and expenses
showing that Western would have sufficient projected revenues to meet the projected
expenses set forth in Subsection 7j above.

l. 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 Westem 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 Westem's Board may be by less than a majority



ot'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 ofWestern for
purposes ofthis Section 7.

m, Disputes Resolution Procedure.

( 1) The parties shall attempt in good faith-to resolve any dispute arising
out of or relating to this Section'7. promptly by negotiation between representatives who
have authority to settle the controversy. Any party may give the other party written
notice of a dispute, which notice shall include a statement of that party' 3 position and a
summary of arguments supporting that position. Within fifleen (l 5) calendar daysafter
receipt of the notice the receiving party shall respond with a statement ofthat party's
position and a summary of argument Supporting that position All negotiations pursuant
to this subsection are confidential and shall be treated as compromise and settlement
negotiations for purposes of applicable rules of evidence

(2) if the di5pute has not been resolved by negotiations 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 ofthe 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' 5 determination under Subsection 7j, the arbitrator Is only authorized
tomake a bindingdeterminaticin to approve or disapproveonrld-'s determination;
however, the arbitrator is also authorized to recommend a non-binding repayment plan
for consideration by the parties. The place ofarbitration shall be Patterson. California,
unless otherwise agreed to by the parties.

(4) The time limits specified in Subsection 7nI shall be suspended
during the timetaken to obtainany action by the Stanislaus County Superior Coun.

(5) All arbitrators to be selected pursuant to this Section 7»shall avoi
conflict of interest and the appearance of a conflict of interest at the time of selection an
during and after arbitration. A conflict ofinterest 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 aquestion of his/her impartiality.

(6) The costs for any arbitratorshall 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. The parties hereby confirmxthat no other p'roviSion of the

Agreement is amended or modified except as described in this Addendum.

4. All capitalized terms not defined herein shall have the

meaning ascribed'tosuch tenn in the Agreement.

5. W. 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 deliVer counterparts of this Addendum by telephone facsimile or
e-mail transmission.

[N WITNESS WHEREOF, the partieshave executed this Addendum as of
the date set forth in the opening paragraph of this Addendum,

WESTERN:
_ , ..

WESTERN HILLS'WA'I'ER DISTRICT,
a California Water District

By:
President

By:
Secretary

WORLD: WORLD ATIONAL, LLC.
a Delawar

'
ility company

By:

dl

ael Myfifis Dhyan
Its:Ma'nager

5



3. No Variation. The'parties hereby confinn that no other provision of the
Agreement is amended ormodified except as described' in this Addendum.

'
4. Qefinitigns. All capitali'Zed terms not defined herein shall have the

meaning aseribed to such term in the Agreement.

5. Counterparts. This Addendum may be executed in any number of
counterparts, each ofwhich shall be an original and all of such counterparts together shall
constitute one and the same instrument. To facilitatethe execution of this Addendum, the
parties may execute and deliver counterparts ofthis Addendum by telephone facsimile or
email transmission.

INWITNESS WHEREOF, the parties have' executed this Addendum as of
the date set forth in the opening paragraph of thisAddendum.

WESTERN:
WESTERN HILLSWATER DISTRICT,
3 CaliforniaWriteI- trict

Se'cretary (/ '

WORLD: WORLD INTERNATIONAL, LLC,
' arDelaware limited liability company

BY?"
Rafael Marcos Dayan
Its: Manager

By

By



ASSIGNMENT, ASSUMPTION AND RELEASE
AGREEMENT

ATTA'CHMENT "2"



ASSIGNMENT;ASSUIVIPTVION AND'RELEASE AGREEMENT

This Assignment Assumption and' Release Agreement (the "Agreement" , is entered into
as of the _30th_ 'day of April 2020 (the f'Efi'ective Date"), by and between WORLD
INTERNATIONAL, LLC, a Delaware limited. liability company ("World" or

, "Seller"),ANGEL'S CROSSING, LLC; a Califomia'lir'nited liability company ("Buyer'f) and WESTERN
HILLS WATER DISTRICT, a Califomia Witter District (."Western" or "WHWD"). Collectively
World, Buyer and WHWD referred to as the-"Partiesl' and-individually a "Party".

RECITALS

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

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

C. WHWD contends that from 2019 to April 24, 2020, World incurred water charges
9% 'of $515,601 (Five Hundred Fifteen Thousand Six Hundred and One Dollar), which to this date.

remain outstanding (the "Outstanding Water Charges"). World disputes stich_claims.

D. Wl�lWD 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 ofover 12 (twelve) months as required under the Master Agreement (the "Funding Obligations").World disputes such claims.

Sift E. WHWDcon'te'nds that World is in default on its obligations (delinquent amount) topay $8,742,326.38 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 agreementby which Buyer to purchase part of the Property ("Purchase Agreement").
"

\b7}" G. Pursuant to the Purchase Agreement,, Buyer agreed to assume' the Master
Agreement and any and all outstanding loansto WHW'ID ($16,896,995) as well as all outstandingliabilities of World .lntemational, including the OutstandirigI'Water'Char'geS' ($51 5,601.),3FundingObligations ($1,130,000) and the Mello-Roos Obligations (collectively the "'W'HWD
Liabilities"),

H. The partiesdesire to enter into this Agreementto assign all ot'Seller's right, title,obligations and interest in and to the Master Agreement and the WHWD Liabilities to Buyer andto confimi Western's acceptance of the assignment of the Master Agreement and the WHWDLiabilities 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 mutual agreements hereinaflar set forth,
and for other good and valuable consideration, the receipt and sufficiency of which is
acknowledged by all parties hereto, the pmies hereby agree as follows:

1. AW. Would hereby! assigns, transfers and conveys to Buyer and Buyer
hereby assmnes and accepts any and all ofWorld's righg title, interest, obligations and liabilities
in and to the Master Agreement and the WHWD Liabilities. Buyer hereby assumes and agrees
to keep, perform and fulfill all of World's obligations mice or 'with respect to the Master
AgreementandtheWHWDLiabilitiea. All mpitalizedtermsnototherwise definedhereinshall
havethe'meanhig setfortirinther-chaseAgreamani.

2. Buyer hareby a'grwe to mdemniiy and defend World,
its successors, assigns, affiliates, representatives, members, directors. officers, agents, advisers
and consultants against and hold them harmless fiom all demands, clairm, complaints, actions
or causes of action, stxits, proceedings, invesdgationalosses, damages, liabilities. costs and
expemes, including attorney's fees pertaining to or arising out of? (i) the Master Agreement
including the performance or non-perfonnanra ofWorld's obligations flieretmder; and (ii) theWHWD Liabilities

3. W. Onlyintlweventthmmepartofthfi Property
described in the Purchase Agreement is conveyed to Buyerfi'om 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 Buyerss set forth in this AW and
hereby on its behalf and on behalfoi" its, successors and assigns hereby releases and forever
discharges World, its successors, assigns, affiliates representatives, members. directors,
omccm, agents, advisorsandconstfltantst'romanyandalidemands, claims complaints,ectious
or causes of action, suits, proceedirrgs, investigations, losses, damages, liabilities, costs and
expenses, including attorney's fees pertaining to or relating to the Master Agreetnent and the
WHWD Liabilities. including but not limited to World's performance or non-Morinance
thereunder.

To the extent that the foregoing release is a releases toWhich Section 1542 of the CalifomiaCivil Code or similar provisions ofother applicable law applies, it is the intention of the Parties
thatthe foregoing releasesshall be effectiveasabarto anyaudallaotions, fees, damages,losses, claims, liabilities and demands of whatsoever character, untrue and kind. known or
LmiCnOVVn, suspected or unsuspected specified herein. In fintherance of this intention. the Parties
expressly waive any and all rights and benefits conferred upon them by the moviaions of
Section 1542 ofthe California Civil Code, which said Section 1542 providing as folloWs:

"A GENERAL RELEASE DOES NOT BX'I'END T0 CLAIMS THAT
THE CREDITOR OR RELEASING PARTY DOES NOT KNOW OR
SUSPECT T0 EXIST IN HIS 0R HER FAVOR.AT THE TIME OF
EJCECUTWG THE RELEASE-AND THAT, IF KNOWN BY HM OR
HER, WOULD HAVE MATERIALLY AFFECI'EI) HIS 0R HER
SE'I'IIEMBI'TI'WTIH'I'HEDEB'I'OROR RLBASED PAR ."



The Parties acknowledge that the fcregoing wai'vei' of the provisions of Section 1542, was
bargained for separately. This, notwithstanding the provisions of Section 542, and for the

pmpose of implementing a full and complete reliance and discharge ofWorld. WHWDexpraasiy
acknowledges that this Agreement is intended to include in itsefiect Withom liniitaflon all ofthe
claims, causes of action and liabilities otherwise encompassed in the release above which
Western. does not. knows or suspects to existin their favor atthe time ofeewcution ofthls
Agreement, and this Agreement contemplates extinguishment ofall such claims, causes ofaction
and liabilities.

4. 39.5mm. 'l'hisAgreememdoesnotconstituteanadmisaiOnof
liability by any ofthe Parties to this Agreement

5. Wm Each Perv acknowledges that it has made such investigation of the
factsperminmgm'thisAgreemengandaflmmsperminingtbsmashe oritdeonis
necessary. Bach Party to this Agreunentrepresenisihet: (a) he oritisrepreaerned bythe
attorneys of its choice; (h) prior to the eorecution of this Agreement each Party's amenieyr
reviewed this Agreement, made all desired changes, and approved this Agrcetnent as to
subatonc'e and form; (c) the terms of this Agreement and its consequences (including risks.
complications, and costs) have been fully explained to it by its attorneys; (d) it hilly understands
the terms and consequences of this Agreement; (a) it is not relying upon any mpremmflon or
smtememmadebyanyotherpartyhereto;orbysuchotherparty'smploym, agents,
representatives or attorneys regarding this Agreementor its preparation accept to the extent
such representations are expressly and explicitly incorporated herebn (i) it is not relying upon a
legal duty, ifone exists. on the part ofany otlter' party, or upon the 136! ofsuch other party's
employees, agents, representatives or attorneys, to disclose any information in connection with
the execution of this Agreernent or its preparation; and (3) it has carefully read and understands
the contents of this Agreement and fieely signs .it of his or its ownfi'ee act, whim: any
constraint or und'lw influence, and it is the intention of each party to be legally bound by thisAment. Further, it is expressly understood that no Party shall ever assert any fiiilure to
disclose information by any other Party as a gromd for challenging this Agreement.

6. The Parties acknowledge that they might hereatier
discovcrfactsdiii'erentfiomorinadditlontothosetheynowlmoworhelievetobeu'uewith
rcspocttoa claim or claimsmleasedhereinanddwymrpreasly agreeto assumethedskof
possible discovery of additional or difi'erent facts, and agree that this Agreement shall be and
remain effective in all respects regardless ofsuch additional or difi'etentdlscovered facts, or any
change in circumstances.

7. 911"»a'-_.;.,:..u_ 'l'hisAgr'eamentismademdezncredintointheStateofCalifomia shallinallrespectsbcinterpreted, cnforcednmdgov'emedunderthelaws of the State of California as if entirely perfumed within the State ofCalifomia. Any legalsuit, action or proceedhig arising out: of or related to this Agreement or the rights and
obligations of the parties hereunder. shall be instituted exclusively in the federal courts of the
United States or the Courts ofthe State ofCalifoz-nia in each case located in the City ofModesto
and County of Stanislaw}, and each party irrevocably submits .to the exclusive jurisdiction of
such courts in any such suit, action or promdhrg.



8. WWWW-dfiumfiaheachmviohfionofm
provision of this Agreement shali'not- Operate as, or be construed to be, a waiver of any
subsequent breach of the same or oflmprovisima hereof.

9. Wflheprevaflingpmwnmydispmebetwemthopmfieeheretmm
any ofthem, ariainghemindetmrelatingher'etoahallbemflfledtoanewmrlofreasonable-.
anomeys' fees, costsandexpensesatttial andflmughalieppellate levels.

10. 53mm.msAgreemem:heflbeblndlnguponthepMeshemoandflmir
permitted respective successors and permitted assigns.

11. W This Agreement shall be interpreted without regard to any
preemption or rule requiring construction against the party causing this Agreemem to be
drafted.

DJ WITNESS WHEREOF, Assignor and Assignee have enema this Aw'gnment. Ampfion
and Release Agreement as ofApril -,72020.

[Signmires on Following Page]



SELLER:

BUYER:

WESTERN:

WORLD TNTERNATIONAL. LLC
a Delaware limited liability company

By: ThreeGO, LLC, its sole member

By:_
Its: Manager

ANGEL'S CROSSING, LLC
a Califomia limited liability company

By:
Name:
Title:

WESTERN HILLS WATERDISTRICT
8 California ater district

By:
N . Guillermo Man-era
Tit-lei Chairman ofBoard

£24KWMM
By: Linda Maréos



SELLER:

BUYER:

By:

WORLD IN'I'ERNA'I'IONAI. LLC
a Delaware limited liability company

By: 'l'lnee60. LLC. its sole member

By:
By: LindaMarcos
Its: Manager

ANGEI.'S CROSSDIG, LDC

WESTERNHILLSWATER DIS'IRICI'
a California water district

Nunez
Title:

a Califomia liability company

By

Title
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STATE OF CALIFORNIA

before ma."W\[U fl. Lg" /UD{#}!
a Notary Public. personally appeared

xxx/Aw WM" 7/! Jjfléfl
who' proved to me on the basis of satisfactory evidence tube the paaon(s) whose namda) Islam subscribed to tththhInstrument and acknowledged tn me that he/aheltttey executed the same In hIslherltheIr auflwized cspadtyaes). and that
by hlslher/thetr stgnatuMs) on the Instrument the person(s), m the entity upon hehatf of whtch the person(a) acted,executed the Instrument
I certify under PENALTY OF FERJURY under the law: at the State of Gattfnmta that the foregotng mutant! la tma andcorrect

0mm; 40¢ng
0n Wm

(Mm,

WITNESS my hand and 061013! seat.

Stgnamre .
(ms area forafictatnotaflal ae'al')ESCROW N0.: ALI-550214318}: TITLE ORDERNO; NOS-803241-05-LA2

count 2314!",

BitiuDMIE. U.m



ATTACHMENT" "3'"



GRIFFITH , h/IASUDA & HOBBS
A PR'OFESSIONAL LAW CORPORATION

517 East Olive Street
We "bum C°°kv "'92-'953 'I'urlock, California 95380u H.G 'fi'th, - --

" '
n n I 1993 0014

(209) 667-5501 Celgbran-ng
Our

Fax (209) 667-8176 103 Anniversary
David L Hobbs
dimlzhsflmlmednmm Founded 1920

November 16, 2023

VIA ATTACHED SERVICE LIST

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

RE: Notice of Demand for Payment and Lien' Certificate Re Assignment, Assumption and
Release Agreement dated Aprili30, 2020

To World International, LLC:

As you are aware and as'provided in the Notice of Hearing', the Western Hills Water District
("WHWD") Board ofDirectors'held a public hearing on November 8, 2023' to determine a

number of issues related to the above referenced. Assignment,.A'ssumption andRelease
Agreement. As a result ot'the duly noticed |1earing._ the WHWD Board of Directors made'certain
findings as set forth in WHWD Resolution No. 2023-09 (the "Resolution), a true and c'Orrect

copy ofwhieh is included herewith.

By virtue of the findings ofthe WHWD Board as set forth in the Resolution, it has been
determined that World International, LLC owes Wl-lWD 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'oftheunpaid 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 inlany
county it believes you own real property. From the date of recording the certificate, interest shall
accrue on the principal amount owing at the rate specified in Code of Civil Procedure §685.010
which currently is l0% per annum.

' The Notice of Heariiig was dated October 6, 2023 and sewed via electronic mail, regular.U.S. Mail and overnight
delivery as set forth in the accompanying proofofservice thereto.



World International, LLC
November 16, 2023
Page 2

Lastly, be advised that WHWD reserves the right to secure payment ofthe foregoing amounts
via all methods authorized by law, including but not limited to the assessment mechanisms per
Water Code §372,00, et seq.

Thank you for your attention to this matter. .

Regards,

GRlFFlTl-l, MASUDA & HOBBS

David.L.« Hobbs

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



RESOLUTION NO. 2023-09

RESOLUTION OF THE BOARI) OF DIRECTORS OF THE
WESTERN HILLS WATER DISTRICT

DETERMINATION OF FINDINGS REGARDING STATUS OF ASSIGNMENT.
ASSUMPTION AND RELEASEAGREEMENT DATED APRIL 30. 2020 AND RELATED

ISSUES

WHEREAS, since WHWD's fonnation in l992_, the revenues collected by WHWD in

connection with its provisiott ofwater and sewer service to the Diablo Grande comtnunity have-

signilicaiitlyt Failed to match the cost ofproviding those services, To remedy the funding
discrepancies arid ensure sufficient operational and capital finances for the District, the original
owner ofthe project. Diab'lo'Grande Limited Partnership ("DGLP") entered into the Master

Agreement to Provide WaterbSewer and'Storm Drainage Services dated June 4, I998 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 capacit)' to

provide For the build out ol'the Diablo Grande project; and

WHEREAS, ultimately, DG'LLP lilcd bankruptcy and World International, LLC ("World")
purchased the Diablo-Gran'de project and assumed DGLP's obligations to fund Wl-lWD's
I'CVCI'IUC deficiencies by entering~into an Addendum to Master Agreement to Provide Water,
Sewer and Storm Drainage Services, dated May [4. 2009 (the "Amended Master Agreement");
and

WHEREAS, despite World providiitg funding and WHWD providing water/sewer
'~ services in accordance \vith'the Amended Master Agreement for several years, World alleged
financial difficulties be'gimting in or around 2018_ in 20l9, World indicated that it had a

prospective buyer that wouldpurchase the Diablo Grande project and fully assume World's
obligations under the Amended Master Agreement. The Master Agreement, at Section 8,
requires that, "[ijcept with the written consent oFthe other party, the rights and obligatioiis
under this Agreement shall not be assignable b)' either party;" and

WHEREAS, on April 24, 202() the WHWD Boarcl 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
Putchase and Sale Agreement, dated April 30. 2020 (the "Purchase Agreement"), on or about

May 7, 2020 escrow elosecl on certain parcels ol~ real property in Diablo Grande. Since 20l9.
World has failed to contribute the revenue shortfalls to WHWD required under the Amended
Master Agreement. AC has never paicl any amount to WHWD, be it per the Amended Master

Agreement 01' otherwise; zmd

WHEREAS, on October 6, 2023. WHWD provided a Notice ol~ l-learing' to World and
AC advising them that the WHWD Board would make determination on several issues related to



World and AC's obligations under the Amended Master Agreement and WHWD'S ability to

enforce those obligations under the Water Code.

WHEREAS, the Board ot'Direc-tors ol' the WHWDopcncd 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 ofthe District's counsel.

NOW THEREFORE, BE IT RESOLVED BY THE Board ofDirect'ors ofthe Western
Hills Water District as follows:

I. The WHWD Board makes the following findings:

I. As to Issue No. I: Did the condition precedent set forth in Section 3 of the
Assignment occur. suCh that Wl-lWD"s consent to the Assignment was obtained? Section 3 of
the Assignment stales;in relevant part: "[O]nly in the event that the part of the Property
described in the Purchase Agreement is conveyed to Buyer from World, Western consents and

accepts the assignment ofWor'ld'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. Stanis'laus'County A.P.N. 025-039-02l 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 conveyed from World to AC.
Finding C. The Purchase Agreement required AC to perfonn lot line adjustments to

.'create and perfect the legal description for the WHWD Lands to be conveyed from World to AC,
«which never occurred

1' inding D Because' that the part ofthc Property dcsctibcd In the Purchase Agreement"
was not conveved to AC lront World as required tn Section 3 ofthe Assignment the condition

precedent to obtain WllWD 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 precedcItt in SectiOIt 3

ol'the Assignment did not occur, therefore WHWD's consent to the Assignment was not

obtained.

2. As to lssue No.2 :lle- lWD determines the tInding to Issue No.1 is""no,e.g. the
condition precedent In the Assignment did not occur and there was no Assignment ofthe Master

Agreement to Provide Water. Sewer and Stomt Drainage Services, as amended by the Addendum
to Master Agreement to 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 Wl�lWD's written consent to assignment ofthc Master Agreement
was not obtained as per Issue No I. World continues to remain obligated under the tenns ol the
Master Agreement/Amended Master Agreement.



3. As to Issue No. 3: If World 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 ofthe 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 ofNovettiber 3, 2023. World is currently liable to WHWD ttnder the

Amended Master Agreement in the amount of $7,826,762.42. it is anticipated this amount will
continue to grow (with each successive year to the extettt WHWD's revenues do not meet its cost

ofproviding utility services.

4. As to Issue N654: Does the failure ofAngel's Crossing to perform under the

Assignment. cg, failure to make any payments towards the WHWD Liabilities as defined in the

Assignment, result in the Assignment being ofno force or effect such that World remains liable
to WHWD under the Amended Master Agreement?

Conclusion: In addition to the finding oflssue No. 1 that WHWD'sconsent to the

Assignment was not'o'btained, because AC failed to may any payments to WHWD in accordance
with the Master Agreement or Amen'ded Master Agreement, World remains obligated to WHWD
in accordance with the Amended Master Agreement.

5. As to Issue No. 5: Does former WHWD Director Guillermo Marrero's undisclosed
linancial interest in the Assignmen't, e.g., the agreement by Angel's Crossing to assume World's

séobligation to pay international Practice Group approximately $l65.085.02, result in the

:?Assignment being void pursuant to Gov't. Code §l090, el seq.?

Finding A. Forr'ner WHWD President/Director G. Marrcro was the owner of
International Practice Group ("lPG"), which is a law firm which included World as one ofits
clients.

Finding B. Pursuant to the Purchase Agreementy which was contingent on WH\VD
approviitg the Assigmncnt, AC was to assume alt obligatiori to pay lPG $l65,085.02.

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

Conclusion: Because Director/President Marrero had an undisclosed direct financial
interest in the approval ofthe Assignment. the Assignment violates Gov't. Code §l090.

6. This Resolution shall take effect immediately upon its adoption.

7. WHWD shall cause a copy ol'this Resolution to be provided to all affected parties.

8. WHWD staffare hereby authorized to take all actions to enforce this Resolution,
including but not limited to the use ofany collectiott remedies allowed under the Water Code.

Moved by Director, Mark Kovich. second by Director, Martin George Johnson,



that the foregoing rcsoltitio'n be adopted.

Upon roll call the following vote was had:

Ayes: Director's, Mark Kovick, John Frederick. Mary Davies. Martin Gene Johnson.
Martin Gcorgc Johnson

Noes: None

Abstaiiiz None
Absent: None

I, Mary Davies, Secretary'ofthe Board ofDirectors ol'thc Westem Hills Water District,
do hercb)' certify that the foregoing is a full, true and correct copy ofa resolution duly adopted at

a regular meeting o'fthé: said Board ofDirectors held the '8'" day of 2023.

77/464?"
flflCQBa
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PROOF OF SERVICE

I, Catherine Pasma, declare:

I am employed in the County of'StanisIaus, State of California and over the age of
eighteen (l8) years, and not a party to the'within action. My business address is SI7 East
Olive Avenue, PO. Box SIO, Turlock, California, 9538I�05I0.

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

Correspondence from David L. Hobbs Re'Notice ofDemand for Payment and
Lien Certificate Re. AssignmentLAssumption and Release Agreement dated April
30, 2020

[X] BY US. MAIL. By. placing the document(s) listed aboVe in a sealed envelope
with postage thereon fully pre aid, in the United Statesmail at Turlock, California, addressed
as set forth below. I am readi y familiar with the firm's ractice of collection and processing
correspondence for mailing. Under that practice it wou d be deposited with the US Postal
Service on that satnc day With postage thereon fully prepaid in the ordinary course ofbusiness.

WORLD INTERNATIONAL; LLC
I880 CENTURY PARK E, SUI'TE |06
LOS ANGELES, CA 9006.7

:

WORLD INTERNATIONAL; LLC
27I0 GATEWAY OAKS DRIVE
SACRAMENTO, CA

ANGEL'S CROSSING, LLC'
3I50 WILSHIRE BLVD., SUITE 2722
LOS ANGELES, CA 900l0'

On behalfofANGEL"S CROSSING, LLC:
June D. Coleman. Esq.
Messer Strickler Ltd.
5960 South Land Park Drive#l059
Sacramento, CA 95822

[XX] By Electronic Mail �I served each documclit on the parties by emailing each
document in PDF format to each email address listed above.

On behalfof WORLD INTERNATIONAL, LLC:

reil'aelflfi'el.inx
ral'ae|marcosO@me.com
lindaflfrelmx
hperaltafifrelmx
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| declai'e 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.

(fizitflfik
Catherine Pasma
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