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AGREEMENT

This Agreement is made and entered into as of the 24th day of Julv, 1984 by and
between PEBBLE BEACH COMPANY, a California General Partrership (the "Company™)
and the MONTEREY COUNTY BOARD OF SUPERVISORS on behalf of the County of
Monterey, a political subdivision of the State of California (the "Board of Supervisors" or -
"County") with reference to the following facts and circumstances:

1. On July 17, 1984, the Board of Supervisors adopted the Del Monte Forest
Area Land Use Plan (the "LUP", as a part of the Monterey County Local Coastal Program
under the provisions of the California Coastal Act of 1976, The LUP was adopted in a
form that will accomplish certification of the LUP by the California Coastal Commission.

2. The Company owns substantial property and facilities in Del Monte Forest,
including:

(a) The majority of the undeveloped land in Del Monte Forest.

(h) Land currently committed to open space and recreational use in Del
Monte Forest. . A |

() Commercial facilities including the Lodge at Pebble Beach with its
associated retail shops and services, fhe Pehble Beach Beach and
Tennis Club, and Pebble Beach Golf Links and Spyglass Hill Golf
Course with associated golf shops and services. ,

(d) The road system of Del Monte Forest with supervised gate entrances.

3. The LUP establishes the plan for the land use and future development of Del
Monte Forest consistent with the desires of the County and the requirements imposed by
the California Coastal Commission.

4, Del Monte Forest is a unique environment with its natural resource, open
space and environmental qualities, its recreational opportunities and values, and the
quality of life provided for its resiaents and property owners. This unique environment is
largely attributable to the high standards established and enforced by the Company for
development, preservation and maintenance of open space, recreational facilities, com-

mercial enterprises and services.



5. The LUP seeks to maintain and enhance the unique environment of Del
Monte Forest within its policies for land use and development. The Company desires to
provide its assurance that, in ca_rrying out the LUP insofar as its policies affect the
Company or the Company's property, the Company will also seek to maintain and enhance
the unique environment of Del Monte Forest for residents, property owners and visitors.

NOW, THEREFORE, it is agreed that: |

1. DEVELOPMENT STANDARDS:

To insure that residential construction continues to be compatible with the

environment of Del Monte Forest, the Company will continue in force the membership,
procedures and standards of the Del Monte Forest Architectural Contfol Board ("ACB").
The ACB was established by the Company to serve as the Board from which approvai must
be sought by property owners for the design' of residences in compliance with applicable
deed restrictions. It is acknowledged, that architectural review and approval by the ACB
(1) does not supercede or supplant any architectural review and approval required by the
County under its ordinances and regulations and (2) is not required for development
designed by the Company (but the Company shall consult with the ACB prior to suhmissiqn
to the County). However, any project on property sold by the Company that does nét
utilize Company developed and approved plans shall be subject to ACB approval. The
 ACB has adopted standards and procedures for residential building construction and
landscaping in Del Monte Forest. The ACB is composed of four voting members (one
resident of Del Monte Forest appointed by DMFPO; one resident of Del Monte Forest
appointed by the Company; and two Company representatives appointed by the Company)
and up to three nonvoting members {an independent architect consultant, an independent
landscape consulant, and an ACB inspector employed by the Company). The Company in
its discretion may appoint up to one additional resident of Del Monte Forest as a voting
member or an alternate. The ACB will continue to maintain a fund derived from ACB
application fees to cover the cost of independent architectural evaluation. The ACB will
review the existing ACB standards and procedures for residential building construction
and landscaping in Del Monte Forest and adopt standards and procedures consistent with
this Agreement and the LUP.
The number and qualifications of the members of the ACB may be changed by
agreement between the Company and the Del Monte Forest Property Owners, a nonprofit

corporation ("DMFPO") without further action by the County.
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The Company will apply for zoning that requires site and architectural design

review for all projects.
1. OPEN SPACE DEDICATION AND MANAGEMENT:

The Company endorses and will support the Management Plan for Del Monte Forest

Open Space Property ("OSAC Plan™ prepared by the Del Monte Forest Open Space
Advisory Committee ("OSAC™ and adopted as a part of the LUP. The Company will

convey or cause to be conveyed to the Del Monte Forest Foundation, Inc. ("the

_Foundation") the open space property required to be conveyed under the LUP and OSAC

Plan at the times and in the manner and upon the terms and conditions set forth in the
LUP and OSAC Plan, and such other property as may be offered by the Company and
accepted by the Foundation. The Company will further carry out all of its obligations for
maintenance and management of open space property at the times and in the manner and
upon the terms and conditions specified in the LUP and the OSAC Plan. Open space
property currently owned or controlled by the Foundation but maintained by the Company
shall continue to be maintained by the Company In accordance with the understandings or
agreements between the Company and the Foundation. Specifically, the Company has the
sole respbnsibility to maintain the areas owned or controlled by the Foundation impacted
by tourist traffic along 17-Mile Drive. The Company will negotiate in good faith with the
Foundation to update to the extent necessary any‘existing agreements between the
Company and the Foundation consistent with the LUP, the OSAC Plan and this
Agreement, including continued assistance to the Foundation in carrying out its purposes
and policies. .
1L MAINTENANCE OF THE ROAD SYSTEM:

The Company will retain the road system of Del Monte Forest as a private road

system owned and operated by the Company. The Company will maintain the gate
entrances to the road system with twenty-four hour staffing or a comparable level of
security. The Company will‘further maintain and repair the road system in accérdahce
with the standards set forth in Exhibit "A". When road work in any given year is necessary
to comply with the standards set forth in Exhibit "A", it shall be scheduled as part of the
Company's annual road maintenance program for that year, and shall be initiated and
completed in that year unless circumstances beyond the control of the Company prevent

its completion; provided, however, that where such standards reguire road work to be done



sooner to ensure safety and satisfactory riding quality, it shall be promptly scheduled and
initiated and completed as expeditiously as possible.

The County agrees that the Company will be permitted to charge the fees at the
level specified in the LUP for the use of roads in Del Monte Forest.

IV. PUBLIC ACCESS:

Where required by the LUP or by agreement of the Company, the Company will

designate, convey, improve, manage and maintain the areas identified for public access in
the LUP at the times and in the manner and upon the terms and conditions specified in the
LUP, the Site Specific Shoreline Public Access Design Criteria of the LUP and the OSAC
Plan. The Company will enforce all applicable limitations and restrictions on public
access in such areas, except where the ap;ﬁropriate actions to enforce them are not within
the authority of the Company, in which case the Company will contact the agency with
the authority to enforce such limitations and restrictions. The Company will continue to
perform the management, maintenance and enforcement in such public access areas
unless and until responsibility therefor is assumed by another entity or public ageﬁcy
acceptable to the Coimty and the Foundation with adequate funding to continuously
perform such functions. In the event of a transfer of any such functions, the Company
will transfer to the Foundation those functions that the Foundation is willing and able to
assume. _
V. OTHER MAINTENANCE ACTIVITIES:

The Company will continue to perform those aspects of maintenance of the land

owned, managed or maintained by the Company in Del Monte Forest that the Company
currently performs, including but not limited to storm drainage maintenance, trash and
litter pickup, forest, open space and trail maintenance and removal of non-native invasive
species. The Company will also maintain the trails and bridle paths in Del Monte Forest
in accordance with the LUP and standards required by the County, and will perform
general clean-up of the former Gun Club area within a reasonable time. The Company
will make staffing or other adjustments to ensure that the current standards of
maintenance will be maintained as the number of residents and visitors increases as a
result of development under the LUP. The Company will continue to perform such
functions on land owned, managed or maintained by the Company unless and until

responsibility therefor is assumed by another entity or public agency acceptable to the
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County and DMFPO with adequate funding to céntinuously perform the functions assumed.
In the event of a transfer of any such functiohs, the Company will transfer to the
Foundation those functions that the Foundation is willing and able to assume.

VL. SECURITY:

The Company will continue to maintain a security force of substantially the same
size and number (approximately 42 full time positions) whose purpose and function is to
administer the gate entrances, patrol the Company's property, and generally render
information and assistance to residents, property owners and visitors. The Company will
make staffing or other adjustments to ensure that these security functions will be carried
out at or above their current levels as the number of residents and visitors increases as a
result of development under the LUP. The security force does not and will not have any
authority or responsibility to enforce applicable laws. The Monterey County Sheriff's
Department has the sole responsibility and authority to enforce applicable laws in Del
Monte Forest, and nothing herein shall constitute or be construed as an undertaking by the
Company to prevent or protect against injury to persons, damage to private property, or
any unlawful or criminal conduct or activity. ,

The Company will continue to maintain the security force for the purposes stated
herein unless and until its functions are assumed by another entity or public agency
acceptable to the County and DMFPO with adequate funding to continously perform the
same functions.

Y. OPERATION OF COMMERCIAL FACILITIES:

The Company will operate all of its commercial facilities in Del Monte Forest as

first class resort, retail and recreational facilities, respectively, in a manner consistent
with the high standards presently existing at the Company's facilities. The Company
agrees that the Spanish Bay Resort Complex will be built and operated as a first class
luxury resort comparable to major destination fesorts of this type throughout the world,
such as Little Dicks Bay in Virgin Gorda, Mauna Kea in Hawaii and Salishan in Oregon as
they are currently operated. ‘

viil. COMMUNITY ADVISORY BOARD:

The Company will establish a Community Advisory Board of residents of the

Monterey Peninsula to consult with and advise the Company on matters of policy

affecting Del Monte Forest. The Board will be composed of one representative of the



DMFPO Board of Directors, one member of the Foundation's Board of Directors, one
member of the Pebble Beach Community Services Board of Directors, and two residents
of the Monterey Peninsula area appointed by the Company. The Community Advisory
Board will meet with the President of the Company not less than two times each vear to
discuss matters of policy. The Community Advisory Board's functions shall be of a purely
advisory nature.

The number and qualifications of members of the Community Advisory Board may
be changed by agreement between the Company and DMFPO without further action by the
County.

IX. CONSULTATION WITH DEL MONTE FOREST PROPERTY OWNERS:

The Company shall meet with the DMFPO, at all reasonable times and places upon

the request of DMFPO, to discuss any aspect of the LUP, this Agreement and/or its
enforcement. Before the end of each calendar year, the Company will meet with the
Board of Directors of DMFPO to discuss with DMFPO the Company's plans for the
succeeding calendar year or years on the subjects of road system maintenance, repairs and
improvements, the number, type and scheduling of special events (including related traffic
controls), and the security system. The Company will further negotiate in good faith with
DMFPO to update the Agreement and Option Agreement dated October 7, 1976 between
Del Monte Properties Company and Del Monte Forest Homeowners Association consistent
with the LUP and this Agreement. "
X. BEACH CLUB AND EQUESTRIAN CENTER:

The Company agrees that the Beach and Tennis Club facilities will continue to be

operated, in addition to their function as an adjunct of The Lodge at Pebble Beach, in the
same general manner as a private membership club subject to the control of the Company
for as long as the Beach and Tennis Club facilities are owned by the Company. In the
event of a transfer of ownership of the Beach and Tennis Club property, the Beach and
Tennis Club facilities shall continue to be operated in the same general manner as a
private membership club subject to the control of the owner for a period of five years
from the date of transfer, or ten years from the date of this Agreement, whichever is
longer. For as long as the Beach and Tennis Club facilities are operated as a private
membership club, notwithstanding any changes in ownership, the membership of members

existing on the date of transfer shall continue in force without any requirement of



payment of a new fee for initiation or membership. The Company will formulate to the
members rules and regulations (referred to for convenience only as "Bylaws™ for the
operation of the Beach and Tennis Club, and will disseminate them for review by the
members prior to promulgation by the Company. The Company further agrees that the
Equestrian Center and Collins Field will continue to be maintained and operated in the
same general manner for a period of not less than ten years.

It is not the intent or effect of this Paragraph to limit or reduce the nature and
extent of any of the Company's obligations to maintain and operate the Beach and Tennis
Club if and to the extent any such obligations exist.

XL  RELATIONSHIP OF OBLIGATIONS TO LUP:

This Agreement and the obligations of the Company hereunder are premised upon

the assumption of implementation of the LUP in the form and substance adopted by the
Board of Supervisors on July 17, 1984. All references in this Agreement to the "LUP"
refer to the LUP in the form and substance adopted by the Board of Supervisors on
July 17, 1984. The effectiveness of this Agreement is conditional upon the effective
_certification by the California Coastal Commission of the LUP in the form and substance
adopted by the Board of Supervisors on July 17, 1984. The Company's obligations under
this Agreement shall remain in effect from and after the date of such adoption' and
certification: provided, ho:.vever, that if within a period of ten (10) years from the date of
this Agreement the LUP is amended in a manner that would have the effect of (a)
prohibiting or precluding the devélopment and use of the Company's property designated
for commercial and residential use at the locations and at substantially the same densities
now specified in the LUP; or (b) substantially increasing the obligations of the Company to
provide or pay for roads, streets and other utilities, services or public improvements
bey_ond thé obligations now required in the LUP, by this Agreement or by applicable
County standards, the Company may terminate this Agreement if such amendment was
not initiated or supported in writing By tﬁe Company.
XII. PARTIES TO ACT IN GOOD FAITH:

In consideration of the Company's agreements herein, the County agrees that the

County will at all times act in good faith in implementing the LUP. The Company
similarly agrees that it will act in good faith in carrying out the LUP.
XIOL MAINTENANCE FUND:

The Company will establish a fund, to be generated by a portion of the proceeds of

sales of residential lots created on property owned by the Company after the date of
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adoption of the LUP (excluding the Spanish Bay Resort Condominiums). The purpose of
the fund will be to secure performance of road maintenance, open space maintenance,
public access areas maintenance, security force functions and other responsibilities of the
Company under this Agreemenf should the Company default in its obligations under this
Agreement. The fund shall be deposited with an independent financial institution with
assets of at least $100,000,000. The trustee of the fund shall be the Foundation or, in the
event the Foundation is aniﬂing or unable to act, an independent party appointed by the
Board of Supervisors.

There shall be deposited in such fund, from the proceeds of the sale to the first

purchaser for residential use of each residential lot created on land owned by the

Company after the date of adoption of the LUP, the sum of $4,000 from each residential
lot sale occurring within ten (10) years of the date of this Agreement, and $4,500 from
each residential lot sale occurring after ten (10) years from the date of this Agreement.
The obligation to pay such amount shall be the obligation of the subdivider and/or seller of
the residential lot, and shall be paid from the escrow established for the sale. The
obligation to pay such amount shall constitute a lien upon each such residential lot which
shall attach and be recorded as a condition of and concurrently with the recording of the
final subdivision map. No transfer of any such residential lot shall occur unless and until
the amount is paid and the lien is discharged. It is the intent of this Paragraph that the
obligation to pay the amounts shall be paid as a_.nd' when the residential lots or units are
sold for actual residential use, and the obligation does not apply to any sales of land or
residential lots or units by the Company or any successor prior to sales to individual
purchasers for actual residential use.

The money in the fund shall be invested by the trustee in a prudent manner that
provides for a reasonable return on investment while assuring the preservation of
principal. The annual income of the fund shall be retained in the fund.

In the event that the Company defaults in the performance of any of its above-
described obligations, the trustee shall distribute from the fund such amounts as are
necessary to cure the default and properly perform the obligation. A "default" shall not
occur unless (a) the trustee and the Board of Supervisors agree in writing that the
Company has failed to perform its obligations in one or more respects; (b) the trustee and

the Board of Supervisors provide written notice to the Company of the existence and



nature of the failure of performance; and (c) within thirty (30) days after receipt of such
notice, the Company fails to commence to cure the default by performing the obligation.

In the event of a default, it is the intent of the parties that said fund shall be used
only as a last resort and not in lieu of profits derived from the commercial property
described in Exhibit "B" as determined by the Trustee.

Once the fund reaches a level sufficient to guarantee performance of this
Agreement for three (3) years, or $5,000,000 adjusted by the percentage of increase in the
Consumer Price Index from the date of this Agreement, additional monies within the fund
may be utilized to purchase open space or develop and improve public oriented trails and
other recreational facilities within Del Monte Forest.
XIV. ATTORNEY'S FEES:

In any legal action arising out of, resulting from, or brought to enforce or interpret

any or all of the provisions of this Agreement, the prevailing party shall be entitled to
recover all its costs of such action, including reasonable attorney's fees, in addition to any
relief to which that party may be entitled.

XV. AMENDMENTS:

This Agreement may only be amended by the Company and the County 'in writing

with the prior written consent of DMFPO and the Foundation.
XVL. SEVERABILITY:

If any provision of this Agreement is determined to be void, illegal, or unenforce-

able, the remainder of the Agreement shall be construed as though the void, illegal, or
unenforceable provision did not exist or was not a part of this Agreement.
XVIL. BINDING ON SUCCESSORS:

This Agreement and the rights and obligations of the parties hereunder shall inure

to the benefit of and be binding upon the County, the Company, and the successors and
assigns of the Company. The obligations of the Company shall burden the Company's
commercial properf_y in Del Monte Forest listed in Exhibit "B", and are expresély for the
benefit of the property described in Exhibit "C" subject to the limitations on enforcement
set forth in Paragraph- XVIII below. The obligations of the Company hereunder shall
constitute covenants running with the land, and shall bind all successive owners, of the
Company's commercial property listed in Exhibit "B" for the bénefit of the property

described in Exhibit "C". Upon a transfer of any of the Company's commercial property



listed in Exhibit "B", the Company will require the transferee to aésume, and the
transferee shall assume, the obligations of the Company hereunder and such obligations
shall be joint and several obligations of all of the owners of commercial property listed in
Exhibit "B". Subject to the foregoing provisions, this Agreement may be assigned in whole
or in part by the Company, and upon any such assignment the responsibilities and
obligations of the Company shall be transferred to the assignee. The Company shall be
relieved of all of its obligations under this Agreement when it ceases to own property in
Del Monte Forest. This Agreement shall be recorded and there shall be attached as
Exhibit "D" the legal description of all property listed in Exhibit "B" and "C".
XVII. ENFORCEMENT:

The obligations of the Company under this Agreement shall be for the benefit of,

and are enforceable by, the County, DMFPO, the Foundation and their respective
successors and assigns. The bbligations of the Company contained in this Agreement are
further for the benefit of all owners of property in Del Monte Forest but, as an express
condition of and consideration for conferring such benefit, the obligations of the Company
contained in this Agreement shall be enforceable by such owners of property only by and
through the County. No owner of property within Del Monte Forest (other than the
County, DMFPO, the Foundation and their respective successors and assigns) shall
individually have the right to bring an action to enforce the obligations of the Company
hereunder.

Any owner of property in Del Monte Forest who believes that the Company is not
performing its obligaﬁons hereunder may convey a complaint in writing to the County.
The County may in its discretion conduct a public hearing on the matter of whether the
Company is performing its obligations and what, if any, action should be taken to enforce
this Agreement. The County shall have the right to enforce this Agreement on its own
behalf or on behalf of such owners, but the County shall not have any obligation, and
nothing in this Agreement shall be construed as creating any obligation, to enforce this
Agreement on behalf of such owners. .

DMFPO and the Foundation similarly shall have the right to enforce the obligations
of the Company under this Agreément, but neither shall have any obligation, and nothing
in this Agreement shall be construed as creating any obligation, to enforce the obligations

of the Company on its own behalf or on behalf or for the benefit of any person.
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