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BEFORE THE BOARD OF SUPERVISORS IN AND FOR THE
County of Monterey, State of California

Agreement No.: A-10492 -

Approve a Funding, Disclosure, and Join
Community Facilities Agreement among the East
Garrison Public Financing Authority, the County of
Monterey, the East Garrison Community Services
District, and East Garrison Partners I, LLC regarding
the bond financing of public improvements to be
constructed by East Garrison Partners I, LLC for the
East Garison development project.

Upon motion of Supervisor_Lindley  seconded by Supervisor Calcagno , and carried
by those members present, the Board of Supervisors hereby:

Approves a Funding, Disclosure, and Joint Community Facilities Agreement among the
East Garrison Public Financing Authority, the County of Monterey, the Bast Garrison
Comumunity Services District, and East Garrison Partners I, LLC regarding the bond
financing of public improvements to be constructed by East Garrison Partners I, LLC for
the East Garrison development project.

PASSED AND ADOPTED on this 20™ day of June 2006 by the following vote, to-wit:

AYES:  Supervisors Calcagno, Lindley, and Smith
NOES:  Nomne

ABSENT: Supervisors Armenta, and Potter

I, Lew C. Bauman, Clerk of the Board Supervisors, Counfy of Menterey, State of California, hereby certify
that the foregoing is a true copy of an original order of said Board of Supervisors duly made and entered in
the minutes thereof Minute Book_73 , on _June 20, 2006.

Dated: June 23, 2006 Lew C. Bauman, Clerk of the Board of Supervisors,
County of Monterey, State of California.

SN N

Darlene Drain, Cerk




FUNDING, DISCLOSURE AND
JIOINT COMMUNITY FACILITIES AGREEMENT

East Garrison Public Financing Authority
Community Facilities District 2006-1
(East Garrison Project)

This Agreement is executed by and between the EAST GARRISON PUBLIC FINANCING
AUTHORITY (the “Authority’), the COUNTY OF MONTEREY (the "County"), a California
county and political subdivision of the State of California, the EAST GARRISON
COMMUNITY SERVICES DISTRICT (the "District"), a California community services district
organized and operating pursuant to the Community Services District Law (Sections 61000 and
following, California Government Code), and EAST GARRISON PARTNERS I, LLC, a
California limited liability company, hereafter referred to as the Members.

RECITALS

This Agreement 1s predicated upon the following facts:

A. The parties to this agreement (this “Agreement”) are the East Garrison Public
Financing Authority (the "Authority"), the County of Monterey (the “County”), the East
Garrison Community Services District (the "District"), and East Garrison Partners 1, LLC, a
Celifornia limited liability company (the “Developer™).

B. This Agreement shall be dated as of June 20, 2006, the date of adoption of a
resolution of the Board of Directors of the Authority (the “Board™) approving the form and
substance of this Agreement.

C. The County has given conditional approval to a land development project
commonly referred to as East Garrison Project (the “East Garrison Project™), and, among the
conditions of approval are the requirements to construct and install or cause the construction and
stallation of certain public improvements (the “East Garrison Project Public Improvements™).

D. In response to a request from the Developer, the Board has initiated legal
proceedings pursuant to the Mello-Roos Community Facilities Act of 1982 (the “Act™) for
establishment of Community Facilities District No. 2006-1 (East Garrison Project) (“CFD No.
2006-17) and has expressed its intention fo conduct proceedings to obtain landowner-voter
approval for the levy of a special tax (the "CFD Special Tax") on the taxable real property within
CFD No. 2006-1 (the “Subject Property”) and the issuance and sale of special tax bonds of CFD
No. 2006-1 (the “Bonds”), with the Bonds to be issued in one or more series secured by the CFD
Special Tax for the purpose of assisting in financing a portion of the cost and expense of the East
Garrison Project Public Improvements.

E. That portion of the East Garrison Project Public Improvements which are
authorized to be financed by proceeds of sale of the Bonds or proceeds of the CFD Special Tax



(the “CFD Financed Improvements”) are identified in Exhibit A altached hereto and by this
reference incorporated herein.

F. The parties expressly acknowledge that proceeds of sale of the Bonds and

available proceeds of the CFD Special Taxes will not be sufficient, whether from time to time or

at all, to finance the full cost and expense of all of the eligible CI'D Financed Improvements, and
such fact shall not relieve the Developer of the Developer's obligation to construct and install or
to cause the constiuction and installation of all of the East Garrison Project Public
Improvements, including but not limited to the CFD Financed Improvements.

G. The parties expressly acknowledge that prescribed portions of the completed CFD
Fmanced Improvements will be transferred to the County, the District and the Marina Coast
Water District (the "Water District"). Section 53316.2 of the Act requires the Authority to
establish a joint community facilities agreement with each entity to which any portion of the
CFD Financed Improvements are to be transferred upon completion for ownership and operation.
This Agreement is intended to satisfy such requirement as it relates to the County and the
District.  The Authonity, the Water District and the Developer are establishing a separate
agreement (the "Infrastructure Agreement") pertaining to that portion of the CFD Financed
Improvements which will be transfeired to the Water District (the "Water District Facilities").

H. A further purpose of this Agreement is to establish the terms and conditions
pursuant to which (a) the Developer will cause the construction and installation of the CFD
Financed Improvements and (b) the Authority, with the cooperation and assistance of the
Developer, and subject to the terms and conditions of this Agreement, will undertake to
authorize, issue, sell and deliver one or more series of the Bonds and to utilize a prescribed
portion. of the proceeds of sale of the Bonds to (1) pay the Developer for expenditures made by
the Developer in firtherance of designing, constructing and installing CFD Financed
Improvements (the "Improvement Expenditures"), as more particularly described in paragraph 4

below

L In consideration of the mutual comumitments and obligations stated, and upon the
conditions set forth, the parties hereto agree as follows:

AGREEMENT

NOW, THEREFORE, it is agreed as follows:

1. The foregoing recitals are true and correct, and the parties expressly so
acknowledge. Said recitals, together with Exhibit A hereto, are incorporated herein by reference.

2. The Authority has selected Morgan Stanley & Co. Incorporated to be the
underwriter of the Bonds (the “Underwriter™) on the basis of a negotiated sale. Upon receipt
from the Underwriter of a written offer for purchase of the respective series of the Bonds
satisfactory to the Authority, and upon prior satisfaction of all other conditions precedent to bond
issuance and delivery as specified herein, the Authority agrees to take such actions as may



reasonably be required of the Authority, acting on the advice of its financial advisor for CFD No.
20006-1 (the “Financial Advisor™), to provide for issuance, sale and delivery of the Bonds to the
Underwriter; provided, however, that the Authority shall not be required to complete proceedings
for formation of CFD No. 2006-1 or to proceed with issuance, sale and delivery of the Bonds if
the Authority concludes in good faith and notwithstanding its best efforts to accomplish a public
offering and sale of the Bonds as provided in paragraph 6 hereof, that it is not in the best interest
of the Authority to do so. The Developer expressly acknowledges that the conditional obligation
of the Authority to pay the Improvement Expenditures for the CFD Financed Improvements is
strictly limited to a partion of the proceeds of sale of the Bonds and available proceeds of the
CFD Special Tax, if any, and any available investment earnings thereon and to no other source of
funds whatsoever and, further, that the principal amount of the Bonds will be strictly limited in

accordance with Authority policies pertaining thereto.

3. The Developer shall cause the CFD Financed Improvements to be constructed and
installed and shall provide for its own construction financing, construction contracting and
contract administration. In providing for the construction and installation of the CFD Financed
Improvements, the Developer shall be obligated to meet all requirements customarily imposed
upen subdividers and developers in such circumstances by the County and by any other entity
having jurisdiction. The Developer agrees that any CFD Financed Improvements it builds, under
this Agreement, shall be built according to the standards of the County, the District or the Water
District, as the case may be, subject to the applicable inspection and approval standards, and
agrees to convey those improvements to the County, the District or the Water District, as the case
may be, upon completion of such improvements. Conveyance of ownership of completed
improvements shall be accomplished in accordance with the customary practices of the County,

the District or the Water District, as the case may be.,

4, Upon “substantial completion” (as said term is defined below) of a component of
the CFD Financed Improvements, as said components are set forth in Exhibit A (each a "Discrete
Component"), to the satisfaction of the County, the District or the Water District, as the case may
be, the Developer shall submit a request for payment of the Improvement Expenditures related to
such Discrete Component to the County, the District or the Water District, as the case may be.
For purposes of this Agreement, a Discrete Component shall be deemed “substantially
completed” when (a) the Developer has notified the County, the District or the Water District, as
the case may be (the "Local Agency"), that the subject Disciete Component has been completed
in accordance with the approved plans and specifications pertaining thereto and (b) the inspector
for the Local Agency has inspected the facility, has prepared a final “punch list” and has
determined that the only punch list items required to be completed are items not required for the
safe operation of the Discrete Component and can therefore be completed afier the Discrete
Component has been opened to or made available for public use.

Each such request shall be substantially in the form of Exhibit B, attached hereto and by
this reference incorporated herein (a "Request for Payment"), accompanied by paid invoices,
copies of canceled checks, certified accounting reports or other like documentation to establish
the actual costs and expenses incuired by the Developer and allocable to the subject Discrete
Component in accordance with generally accepted accounting principles. Upon receipt by the
applicable Local Agency, the Request for Payment shall be reviewed by (a) the Director of



Public Works of the County or the Director's designee (the "Director”) in the case of those CFD
Financed lmprovements which are to be transferred to and to become the property of the County
(the "County Facilities"), (b} the General Manager of the District or the General Manager's
designee (the "District General Manager”) in the case of those CFD Financed Improvements
which are to be transferred to and to become the property of the District (the "District
Facihties"), and (c¢) the General Manager of the Water District or the General Manager's designee
(the "Water District General Manager") in the case of the Water District Facilities (the Director,
the District General Manager and the Water District General Manager is each an "Authorized
Local Agency Representative").

Within fifteen (15) days of receipt of a Request for Payment (whether initial submission
or re-submission), the Authorized Local Agency Representative shall review and either approve
or disapprove the request, in whole or in part. As to any portion of a Request for Payment which
is disapproved, the Duector shall provide the Developer with written notification of the basis for
disapproval.

The term "Improvement Expenditures” shall include all expenditures made to contractors,
suppliers, materialmen and like construction service providers, and shall further include a pro-
rata portion of the Developer’s incidental expense reasonably aliocated to such improvement
work being reimbursed, which shall include (1) the cost and expense of engineering design of
and preparation of plans and specifications pertaining thereto, (2) the cost and expense of
administering the construction contract or contracts for the construction théreof, including
constiuction staking, materials and soils testing, inspection, consiruction management,
accounting and construction change orders, (3) fees and costs incurred in obtaining permits,
licenses, and like approvals and payment and performance bonds, maintenance bonds and
insurance policies or riders, (4) fees and costs, if any, incurred with respect to acquiring rights-
of-way or easements in connection therewith, (5) fees and costs paid to title insurance companies
for title reports, title insurance, recording services, lien-free endorsements, or escrow services
relating thereto and (6) any similar fees or costs of a like nature reasonably incurred by the
Developer incidental to the construction thereof or to satisfaction of Developer obligations

imposed by this Agreement.

No more than one Request for Payment shall be submitted or re-submitted, as the case
may be, to each of the Local Agencies in any calendar month. Upon determining that (a) the
Discrete Component is substantially completed and (b) the Request for Payment is in order, the
Authorized Local Agency Representative shall countersign the Request for Payment and submit
it to the Authority. Subject to the ten percent (10%) withholding provision set forth in paragraph
5 below, the Improvement Disbursements payable with respect to any approved Request for
Payment shall be payable within 30 days of receipt thereof by the Authority from the Local

Agency.

5. The amount of any payment made with respect to a Discrete Component under
the foregoing paragraph 4 shall be ninety percent (90%) of the approved amount of Improvement
Expenditure for such Discrete Component. The ten percent (10%) withheld (the "Ten Percent
Withholding") with respect to work performed on any Discrete Component shall be released to
the Developer at such time as the applicable Discrete Component is determined to be "finally




completed" (as said term is defined below) and ready for acceptance by the applicable Local
Agency which is 1o become the owner thereof, subject to the following:

a. The Developer shall have provided the applicable Local Agency which 1s
ic become the owner thereof with executed (and acknowledged, if appropriate) instruments of
transfer of ownership for such Discrete Component (including, if necessary, the easement, right-
of-way, or real property pertaining thereto) which the applicable Local Agency reasonably
requests, subject to review and approval by counsel to such Local Agency.

b. The applicable Local Agency shall receive from a title company
acceptable to the Local Agency a mechanics lien free endorsement or other documentation
acceptable to counsel to such Local Agency respecting the Subject Property, and establishing
that the Subject Property is free and clear of any form of mechanics lien or claim respecting such
completed Discrete Component. 1t is expressly understood that, by this means, the Authority
requires this form of assurance that the subject lien of the CFD) Special Tax shall apply to the
Subject Property without any threat of being later deemed by a court of competent jurisdiction to
be subordinate to a mechanics lien claim stemming from any Discrete Component.

C. All installments of property taxes and all other amounts collected on the
general property tax roll of Monterey County respecting the Subject Property owned by the
Developer, including but not limited to any installment of the CFD Special Tax, shall not be
delinquent (five-year nstallment payment plans shall not constitute compliance with this

condition).

For purposes of this Agreement, the term "finally compieted” shall mean that all
punch list items for a Discrete Component have been completed to the satisfaction of the
applicable Local Agency and the applicable Local Agency has determined that the Discrete
Component 1s ready for acceptance in accordance with the customary procedures of the Local

Agency respecting such determinations.

6. Subject to satisfaction of the adopted local goals and policies of the Authority
respecting community facilities districts and special tax bonds secured by special taxes of
community facilities districts, the Authority agrees to use its best efforts to accomplish a public
offering and sale of the Bonds, it being understood that the Authority intends to accomplish such
offering and sale by negotiated sale to the Underwriter. To enable the Authority and disciosure
counsel to the Authority for CFD No. 2006-1 and the Bonds (*Disclosure Counsel™) to prepare
an Official Statement to be utilized in connection with the Underwriter’s marketing and public
offering of any one or more series of the Bonds, the Developer agrees to (a) provide such
mformation that it currently possesses as the Authority and the Underwriter may reasonably
consider material in connection with preparing the Official Statement and determuning feasibility
and structure of the proposed bond issue, including but not limited to Developer financial
information, development plan and development financing plan information respecting the East
Garrison Project, title reports and appraisal reports (if any) and (b) execute a continuing
disciosure undertaking in a form and containing not less than annual reporting and material event
notice requirements as determined by the Authority in consultation with Disclosure Counsel.




Such reports and mformation shall be provided to the Authority and Disclosure Counsel at no

cost lo any of them.

7. Delivery of any series of the Bonds by the Authority 1o the Underwriter shall be
expressly conditioned upon prior satisfaction of the following conditions precedent:

a. All installments of property taxes and all other amounts collected on the
general property tax 1oll of Monterey County respecting the Subject Property owned by the
Developer shall not be delinquent (five-year installment payment plans shall not constitute
compliance with this condition).

b. The final map or maps, if any, which creale or separately establish the
parcels assumed by the appraisal report or reports for the Subject Property, shall have been
recorded; provided that this provision shall not be construed 1o require recordation of final maps
with respect to all of the Subject Property as a condition precedent to issuance of Bonds but only
with respect to those parcels which are assumed to be established, separate parceis by the
appraisal report or reports respecting the taxable property of CFD No. 2006-1.

8. The Developer shall indemnify, hold harmless and defend the Authority, the
County, the District and the Water District and each their respective officers, officials and
employees from any and all liability, loss, debts, costs, and damages (whether in contract, tort or
strict liability, including but not limited to personal injury, death at any time, property damage
and damages for breach of comtract or warranty) incurred by the Authority, the County, the
District, the Water District or their respective officers, officials and employees and from any and
all claims, demands, actions and proceedings in law or equity (whether or not well-founded)
brought by any person whatsoever, including the Developer, arising or alleged to have arisen
directly or indirectly out of (i) any act, omission, or contract of the Developer or any of its
contractors, subcontractors, materialmen, suppliers, employees or any other person in connection
with construction or installation of the CFD Financed Improvements or any portion or Discrete
Component thereof, or (ii) any defects or alleged defects in materials or workmanship in the
CFD Fmanced Improvements or any portion or Discrete Component thereof. The preceding
sentence shall not apply to any liability, loss, debts, costs or damages caused solely by the gross
negligence or willful misconduct of the Authority, the County, the District, the Water District or
any of their respective officers, officials and employees.

Notwithstanding the provisions of this paragraph 8, the Authority, the County, the
District and the Water District shall be responsible for gross negligence or willful misconduct in
the performance of their obligations under this Agreement, and nothing in this paragraph 8 shall
be understood or construed to mean that the Developer agrees to indemnify the Authority, the
County, the District, the Water District or any of their respective officials, officers, or employees
for any negiigence or misconduct of the Financial Advisor, Disclosure Counsel, Bond Counsel,
the Underwriter (including any selling group or syndicate member), appraisers or other financing
participants, or any of their respective officers, directors, or employees.

9. For the benefit of purchasers from the Developer of the respective parcels of land
within CFD No. 2006-1 which are subject to the CFD Special Tax, and to assure the Authority




that the CFD Special Tax obligation is being fully disclosed to such purchasers, the Developer
agrees that it will require each purchaser of any one or more of the parcels of the Subject
Property to execute and date a notice substantially in the form prescribed by Section 53341.5 of
the Act, prepared at the expense of the Developer, and appropriately completed with the
pertinent information in the respective blanks on the form, and will cause a copy of the executed
notice to be filed with the Authority within ten (10} days of the close of escrow respecting the
sale of any such parcel or parcels.

10.  The Developer acknowledges that it is represented by its own separate legal
counsel in regard to the subject of the proceedings for CFD No. 2006-1 and the project of
constructing and installing the CID Financed Improvements. The Developer accepts
responsibility for and shall be responsible for identification of and for compliance with all
applicable laws pertaining to the project of constructing and installing the CFD Financed
Improvements and the contract or contracts pertaining thereto, including but not limited to the
Labor Code, the Public Contract Code, the Public Resources Code, and the Government Code of
the State of California. Neither the Authority, the County, the District nor the Water District
makes any representation as to the applicability or inapplicability of any laws regarding
contracts, including contracts related to the construction and installation of the CFD Financed
Improvements, and especially the matters of competitive bidding and the payment of prevailing
wages. The Developer will neither seek to hold nor hold the Authority, the County, the District
or the Water District liable for, but rather pursuant to paragraph 8 above shall save, defend and
hold the Authority, the County, the District and the Water District harmless for, any
consequences of any failure by the Developer to correctly determine applicability of any such
requirenents to any contract it enters into, irrespective of whether the Authority, the County, the
District or the Water District knew or should have known about applicability of any such
requirement. This paragraph shall apply with respect to any enforcement action, whether public
or private, and whether brought by a public enforcement agency or by private civil litigation,
against the Developer, the Authority, the County, the District or the Water District or any one or
more of them with respect to the matters addressed by this paragraph 10.

11.  Any nofices required to be given pursuant to this agreement shall be given in
writing and shall be mailed to the parties at the following addresses:

Fast Garnson Public Financing Authority
168 West Alisal Street, 2nd Floor

Salinas, CA 93901 _
Attention: Authority Secretary

County of Monterey

168 West Alisal Street, 2nd Floor

Salinas, CA 93901

Attention: Clerk of the Board of Supervisors




East Garrison Community Services District
168 West Alisal Street, 2nd Floor

Salinas, CA 93901

Attention: General Manager

Developer
East Garrison Partners I, LLC
24571 Silver Cloud Court, Suite 101

Monterey, CA 93940
Attention: Project Manager, East Garrison Project

12. This Agreement and any dispute arising hereunder shall be governed by and
interpreted in accordance with the laws of the State of California. Any action at law or in equity
aristng under this Agreement brought by any party hereto for the purpose of enforcing,
construtng or determining the validity of any provision of this Agreement shall be filed and tried
in the Monterey County Superior Court or other court of competent jurisdiction situated within
Monterey County, and the parties hereby waive all provisions of law providing for the filing,

removal or change of venue to any other court.

13, As used herein, the singular of any word includes the plural, and terms in the
masculine gender shall include the feminine and vice versa.

[4.  The parties hereto hereby agree that an implied standard of reasonableness shall
govern all actions of the parties hereunder, and the parties hereby covenant to one another to act
in good faith and to deal fairly with one another to effectuate the purposes of this A greement.

15.  Subject to the provisions of the Water District Joint Facilities Agreement as they
relate to the Water District Facilities, this is intended to be a fully integrated agreement which
contains the entire agreement between the parties with respect to the matters pertaining to the
process of financing by the Authority of the CFD Financed Improvements.

16.  Time is of the essence with respect to this Agreement and each and every
provision hereof.

17. Except for the Marina Coast Water District, no third party shall be the express or
implied beneficiary of this Agreement or any of its provisions, and no such third party may bring
any action in law or equity with respect thereto.




IN WITNESS WHEREOF, the parties hereto have caused this Funding, Disclosure and
Joint Community Facilities Agreement to be executed by their authorized representatives as of

the effective date stated above.

EAST GARRISON PUBLIC FINANCING AUTHORITY

By

Ser
&ﬁai{,//ﬁoard of Directors

COUNTY OF MONTEREY

APPROVED AS TO FORM:

U, U4 W By /S,mﬁ /g qé;
‘ : P _
LEROY W. BLANKENSHIP Clplr, Batnd of Supervisors

Assistant County Counsel

EAST GARRISON COMMUNITY SERVICES DISTRICT

7.

By _
%r,%ard of Directors

EAST GARRISON PARTNERS I, LLC,
a California limited Hability company

By

(Print Name)
Its

(Title)
By

(Print Name)
Its

(Title)



Funding, Disclosure and Joint Community Facilities Agreement
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EAST GARRISON PARTNERS I, LLC,
a California limited liability company

BY: WOODMAN DEVELOPMENT
COMPANY LLC, a California limited liability
company, as a member

By:  Woodman Development Company, Inc.,

a Calif01m7> pomging member
By: 4//%/

Its: ’// Y2 6?/7/
By: I W (%”—'—

Its: W

and

BY: LYON EAST GARRISON COMPANY [,

LLC,
a California limited liability company, as a member

By:  William Lyon Homes, Inc., a California
corporation, as its managing member

By: E—
gﬁzci:lard S. Robinson
Its: | Senipr Vice President
By: 7;7 =
lis: _ASsisraur SecketdAry







