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BURKE, WILLIAMS & SORENSEN, LLP
444 South Flower Street, 40" Floor

Los Angeles, California 90071-2942

Tel: 213.236.0600  Fax: 213.236.2700

Attorneys for Diablo Grande Community
Facilities District No. 1

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF CALIFORNIA

Inre Case No. 25-26635-A-9

DIABLO GRANDE COMMUNITY DCN BWS-003
FACILITIES DISTRICT NO. 1,
DECLARATION OF MARK KOVICH IN
Debtor. SUPPORT OF DEBTOR’S REPLY TO
KOSHI PADNANI’S OPPOSITION TO
MOTION FOR ORDER MODIFYING
AUTOMATIC STAY

Date: September 30, 2026

Time: 9:30 a.m.

Ctrm: Dept. A, Ctrm 11

2500 Tulare Street, Fresno California

DECLARATION OF MARK KOVICH

I, Mark Kovich, declare as follows:

1. I am over the age of 18 and I am the duly elected President of the Board of
Directors of the Western Hills Water District, the governing authority of Diablo Grande
Community Facilities District No. 1 (the "Debtor"). As are all the elected members of the Board
of Directors, I am a volunteer and receive no compensation for acting in this role. I submit this
Declaration in support of the Debtor’s Reply to Koshi Padnani’s Opposition To Motion For Order
Modifying Automatic Stay. I have personal knowledge of the matters stated herein except as to
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those matters stated on information and belief and if called as a witness and sworn, I could
competently testify thereto.

2. Up until 2017, the prior owners of the undeveloped properties in the Diablo Grande
Development—first Diablo Grande Limited Partners, and then World International, LLC—had
paid the annual regular and special taxes secured by the properties they still owned, as well as the
HOA fees due on some lots. However, in the fall of 2017, World International, LLC stopped any
further tax or HOA payments. In 2020, World International, LLC entered into a purchase
agreement whereby it sold the undeveloped Diablo Grande Project properties to Angel’s Crossing,
LLC. As the new owner of the undeveloped properties, Angel’s Crossing, LLC never made any
payments on the property tax (ad valorem or Mello-Roos) or HOA obligations.

3. In 2021, the Debtor elected to commence judicial foreclosures against Angel’s
Crossing, LLC for unpaid special taxes in order to either collect the unpaid special taxes at the
Sheriff’s auction or obtain title to the undeveloped properties and then sell them to generate
proceeds to pay the obligations to the bondholders. In November 2022, the first judicial
foreclosure judgment was entered against Angel’s Crossing, LLC. Angel’s Crossing, LLC
appealed the judgment and in August 2023, the appeal was dismissed. The first Sheriff’s auction
to enforce the judgment took place the same month. Angel’s Crossing, LLC filed bankruptcy in
an attempt to stop the Sheriffs’ auction, but its bankruptcy was dismissed in September 2023.

4. In all, three judicial foreclosure actions were prosecuted against Angel’s Crossing,
LLC resulting in the same number of judgments and Sheriff’s auctions. At the Sheriff’s auctions,
Western Hills Water District, on behalf of the Debtor, credit bid the amount of the judgments,
which were all based on the unpaid Mello-Roos special taxes. There were no other bids. The
CFD special tax revenues are pledged to the CFD’s bondholders. This means that the Debtor’s
debt to the bondholders is secured by the special tax revenues, subject to administrative
costs. When those special taxes were not paid and went into default, the unpaid special taxes were
converted to ownership of the undeveloped properties through the judicial foreclosure
process. However, bondholders’ interest therein remains, as it does in the special tax revenues that
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are collected, subject to administrative costs.

5. Ad valorem property taxes have the same priority as special taxes (like Mello-Roos
taxes) as a lien on real property while the Mello-Roos taxes remain on the secured tax roll against
a real property parcel. However, to enforce the lien for Mello-Roos taxes when they are not being
paid, the enforcing agency must remove the Mello-Roos taxes from the secured tax roll and sue
the property owner in a judicial foreclosure action. This is what was done to enforce the Mello-
Roos taxes that were unpaid by World International, LLC and Angel’s Crossing, LLC.

6. Post-foreclosure, the Subject Parcels are owned by the Debtor for the benefit of the
bondholders, but the ad valorem tax debt against the Subject Parcels on the secured tax roll
remains. Therefore, the ad valorem taxes against the Subject Parcels are now senior to the
interests of the Debtor (the owner). And because the ad valorem taxes are delinquent going back
to when World International, LLC stopped paying them in the 2017/18 tax year, the County
Treasurer-Tax Collector has been endeavoring to sell the Subject Parcels at tax auction to collect
the delinquent ad valorem taxes. If the Subject Parcels are sold at a County tax auction, the equity
in the properties which belongs to the bondholders will be lost. Therefore, to preserve the Subject
Parcels and keep them from being sold by the County, the Debtor has entered into the Settlement
Agreement. The Debtor’s intent is to sell the Subject Parcels to 1) generate proceeds for the

benefit of bondholders, and 2) return the properties to tax-paying status.

I declare under penalty of perjury under the laws of the United States that the foregoing is

true and correct. Executed this 23" day of September, 2026, at Patterson, California.

M

Mark Kovich

4919-4956-7442 v1 3 DECLARATION OF MARK KOVICH IN SUPPORT OF
DEBTOR’S REPLY TO KOSHI PADNANI’S OPPOSITION

TO MOTION FOR ORDER MODIFYING AUTOMATIC

STAY

03



