
SETTLEMENT AGREEMENT 

This Settlement Agreement (the "Agreement") is made by and between Carmel Area 
Wastewater District (CAWD) on the one hand, and Pebble Beach Community Services District 
(PBCSD) on the other. CAWD and PBCSD are, at times, individually referred to as a "Party" or 
collectively referred to as the "Parties" throughout this Agreement. The effective date (the 
"Effective Date") of the Agreement shall be the date this Agreement is approved and/or ratified 
by both the CAWD Board of Directors (the "CAWD Board") and the PBCSD Board of Directors 
(the "PBCSD Board"). At times, the Boards of CAWD and PBCSD may be referred to 
individually as a "Board" or collectively as "Boards." 

Recitals 

A. CAWD and PBCSD are California public entities charged with, among other 
things, providing wastewater collection and treatment in their respective jurisdictions; 

B. CAWD and PBCSD, as well as several other entities, are charged with operating 
and managing a public/private partnership project for the reclamation of wastewater in the 
Pebble Beach area commonly known as the Reclamation Project; 

C. On or about November 1, 1990, CAWD and PBCSD, along with other public and 
private entities, executed that certain Original Construction and Operation Agreement which 
governed the construction and management of the Original Project (the "Original Agreement"); 

D. The Original Agreement resulted in the creation of the Reclamation Management 
Committee (the "RMC"), of which CAWD and PBCSD are two of four organizational members; 

E. On or about February 22, 1991, CAWD and PBCSD entered into a "Management 
Agreement" directing, among other things, the manner in which certain disputes among parties 
are to be resolved. 

F. On or about December 15, 2004, the Parties entered into that certain Amended and 
Restated Construction and Operation Agreement, commonly referred to as the "Four-Way 
Agreement;" 

G. In early 2025, attorney Rob Wellington, who had previously served as legal counsel 
for, among others, CAWD, PBCSD, and the RMC, retired from the practice of law. Thereafter, 
PBCSD retained the law firm of De Lay & Laredo (De Lay & Laredo) as its legal counsel, and 
CAWD retained the services of Fenton & Keller, PC (Fenton & Keller) as its legal counsel; 

H. On or about November 18, 2025, the RMC entered into an at-will legal services 
agreement with De Lay & Laredo as general counsel for the RMC (the "Legal Services 
Agreement"); 

I. A dispute has arisen between CAWD and PBCSD as to whether the Four-Way 
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Agreement authorized the RMC to enter into a legal services agreement with De Lay & Laredo 

without the approval of the CAWD Board (the "Dispute"); 

J. On April 9, 2026, CAWD filed a complaint for declaratory against PBCSD 

asserting the RMC's execution of a legal services agreement with De Lay & Laredo was done 
without lawful authority and in violation of the Four-Way Agreement, in Carmel Area 
WastewaterDistrict v. Pebble Beach Community Services District, et al., Monterey County 
Superior Court, Case No. 26CV001951 (the "Action"); 

K. The Parties have investigated the claims with regards to the charges at issue in the 
Dispute, the Action, and have consulted with their own attorneys regarding these matters; and 

L. To avoid the disruption, inconvenience, burdens, costs, delays, and uncertainties 
incident to litigation, the Parties desire to settle and resolve the Dispute, including the Action, on 
the terms set forth in this Agreement. 

Terms of Agreement 

In consideration of the mutual promises hereinafter contained, the Parties agree as follows: 

1. De Lay & Laredo Legal Services Agreement. Within thirty (30) days of the 
Effective Date, PBCSD shall take any and all action necessary to terminate De Lay & Laredo's 
representation of the RMC, including but not limited to rescinding or cancelling the Legal 
Services Agreement. PBCSD shall provide written notice of termination of the RMC legal 
services agreement to both CAWD and all other RMC representatives within five (5) days of 
said termination becoming final and effective. 

2. Notice of Settlement and Dismissal of the Action. Within two (2) days of the 
Effective Date, CAWD shall file a notice of conditional settlement in the Action. Within five (5) 
days of PBCSD providing CAWD with written confirmation that it has terminated its contracted 
representation on behalf of the RMC (as described in Paragraph 1 above), CAWD shall file a 
request for dismissal without prejudice of the Action. 

3. Legal Counsel for the R1VIC. In the event that the RMC proceeds with efforts to 
retain the services of new legal counsel for the RMC, CAWD and PBCSD agree to take any and 
all steps to ensure that such legal counsel is selected via a process that (a) is open, public, and 
competitive, in compliance with all relevant provisions of law, including, but not limited to, the 
Ralph M. Brown Act (Gov. Code § 54950 et seq.), and (b) provides the CAWD Board and PBCSD 
Board an opportunity to approve of or ratify the RMC's retention of new legal counsel. 

Legal counsel for the RMC will be selected only with the approval or ratification of both 
the CAWD Board and PBCSD Board, in accordance with Article 6.1(d) of the Four-Way 
Agreement, and other agreements to the extent they are applicable, including but not limited to 
article 8 of the Management Agreement. To illustrate, procedures that would comply with this 
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Agreement include, but are not limited to, a process whereby the RMC requests legal services 
proposals from prospective legal counsel—i.e., a public request for proposal (RFP) process—
and, after considering potential candidates, the RMC submits a recommendation to the CAWD 
Board and PBCSD Board regarding the candidate the RMC wishes to retain as its legal counsel 
for approval or ratification by the respective Boards. Similarly, if the RMC attempted to retain 
the services of new legal counsel in a manner that did not comply with this Agreement, CAWD 
and PBCSD would direct their respective representatives to the RMC to withhold their approval 
from any such action. 

For avoidance of doubt, nothing in this Agreement is intended to, nor shall be construed 
as, exceeding CAWD or PBCSD's respective authority on the RMC, or otherwise infringing on 
the authority of entities which are members of the RMC. 

4. Dispute Resolution. If a dispute arises in the future between CAWD and PBCSD 
regarding action by the RMC, that dispute shall be resolved in accordance with the Parties' prior 
agreements to the extent applicable, including but not limited to the Four-Way Agreement and 
the Management Agreement. 

5. Board Approval. The Parties expressly acknowledges that this Agreement, and 
the promises contained herein, are conditioned upon final approval and/or ratification by the 
CAWD Board and PBCSD Board. 

6. No Other Representations. Neither Party has relied upon any representations or 
statements, whether written or oral, made by the other Party that are not specifically set forth in 
this Agreement. 

7. Severability. If any term of this Agreement is held by a court of competent 
jurisdiction to be invalid or unenforceable, then this Agreement, including all of the remaining 
terms, will remain in full force and effect as if such invalid or unenforceable term had never been 
included. If any provision of this Agreement is found to be unenforceable, the remaining 
provisions shall, in any event, remain effective and binding, provided that the Parties still receive 
the material benefits of this Agreement. 

8. Interpretation of Agreement. This Agreement shall not be construed against any 
Party on the basis of who drafted it. This Agreement has been drafted collaboratively by the 
Parties' respective attorneys. 

9. Enforceability. The Parties agree that this Agreement constitutes a written 
stipulation within the provisions of California Code of Civil Procedure section 664.6, and that it 
may be enforced pursuant to the terms of that section. The Parties further agree that this Agreement 
shall be admissible notwithstanding any provision of the Evidence Code or privilege. The 
Monterey County Superior Court shall retain jurisdiction to enforce this Agreement pursuant to 
California Code of Civil Procedure section 664.6. To the extent that this Agreement is not 
enforceable via Code of Civil Procedure section 664.6 following the dismissal of the Action, the 
Parties agree that the provisions of this Agreement may be enforced via a separate civil action. In 
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