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DECLARATION OF COVENANTS, CONDITIONS,
RESTRICTIONS AND RESERVATION OF EASEMENTS FOR
ARTISAN COLLECTION AT MISSION HILLS

A Planned Residential Development

THIS DECLARATION OF COVENANTS, CONDITIONS, RESTRICTIONS AND

RESERVATION OF EASEMENTS is dated this day of
200 (for reference purposes) by FORD - DA VALL GROUP, LLC {("Declarant’}.
RECITALS:

A, Declarant is the owner in fee of the real property ("Original Property") in Cathedral

City, County of Riverside, State of Californig, legally described in attached Exhibit
W A“. )

B. Declararit intends to develo-p the Property into a residential planned development
project ("Project”} under the provisions of California Civil Code Section 1351(k), et
sed.

C. Declarant also owns in fee certain additional real property ("Additional Property”)
which is adjacent to the Original Property and located in said City and County of
the State of California, legally described in attached Exhibit "C".

D. Declarant intends (without being obligated to do so) to later develop the Additional.
Property and to annex and bring the Additiona!l Property within the coverage of this
Declaration and within the jurisdiction of the same Association that has been
gstcxb!ished to administer, operate and maintain the Common Areas of the Criginal

roperty.

E. Subject to the specific terms, covenants, conditions, restrictions and easements set
forth herein, Declarant intends to cause to be created certain reciprocal exclusive
and/or nonexclusive easements, rights, and/or licenses for particular purposes.

Foae. If the Additional Property is annexed by utilizing the annexation procedures provided
. for herein, the term "Property” shall also mean the Original Property and the
Additional Property so annexed. : o



G. Declarant intends by this document to impose upon the Original Property, and any
portions of the Additional Property that will be annexed in the future and brought
within the coverage of this Declaration and the jurisdiction of the Association,
mutually beneficial restrictions under a general plan of improvement for the benefit
of all of the Lot and the Owners thereof.

NOW, THEREFORE, Declarant hereby declares that the Original Property, and any
portions of the Additional Property that will in the future be annexed and brought within
the coverage of this Declaration and the jurisdiction of the Association, shall be heid,
conveyed, mortgaged, encumbered, leased, rented, used, occupied, sold, and improved,
subject to the foliowing declarations, limitations, covenanis, conditions, restrictions, liens,
charges and easements, all of which are for the purpose of enhancing and protecting the
value and attractiveness of the Property, and every part thereof, in accordance with the
plan for the improvement of the Property. All of the limitations, covenants, conditions,
restrictions, and easements shail constitute equitable servitudes in accordance with Civil
Code Section 1354 and shall be binding upon Declarant and its successors and assignees,

Owners, and all parties having or acquiring any right, title or interest in or to any part of
the Property.

R-2
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ARTICLE |
DEFINITIONS

The following definitions apply unless otherwise required by the context:

"Additional Property" - The real property described in Exhibit "C", all or any part of which
may be annexed as part of this Project,"and made subject to this Declaration. -

"Alternative Dispute Resolution” ("ADR") - Non-judicial (non-court) procedure to resolve
disputes. Such procedures include Mediation, Binding Arbitration and Non-binding

Arbitration. All three types of procedures (set forth below) are conducted by a neutral third
party, such as an arbitrator or g retired judge. '

(@) "Mediation” is an informal settiement procedure aided by a neutral third party.

(b)  “Binding Arbitration" is a formal non-judicial procedure wherein the parties have
. agreed that any decision or award rendered by the arbitrator may be entered as an
enforceable judgment by any parly in a court having jurisdiction. The decision or

award rendered in Binding Arbitration is final.

{¢)  “"Non-bhding Arbitration" is a formal non-judicial procedure wherein after an award
or decision by arbitration, the matter may be heard and decided anew by a court of
iaw having jurisdiction.

“Approval’ - Prior written approval.

"Architectura} Committee" - The committee created pursuant to the Article herein entitled
"Architectural Control®.

"Articles” - The Articles of Incorporation of the Association, including any amendments.

"Association” - Adisan Collection gt Mission Hills, Inc., a California nonprofit mutual
benefit corporation formed (or to be formed} to govern the Project, its successers and
assignees. The term includes its agents, the Bocn_'d or any committee as applicable.
"Assessments’ - All types of Association charges and Assessments levied against the
Owners and their respective Lots. The three (3) types of assessments are Regular
Assessments, Special Assessments, and Compliance Assessments.

"Beneficiary" - The lender on the security of a promissory note and Deed of Trust.
“Board" or "Board of Directors" - The Board of Directors of the Association.

"Bylaws" - The Bylaws of the Association, including any amendments.

"Code Section" - Any reference 1o "Code Sectioni.(e.g "Civil Code", "Vehicle'Code") refers
to Codes of the State of California, Reference to any specific Code Section shall include
any future successor Code sections.
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"Common Area(s)" and "Common Fagilities" - All real property owned and maintained by
the Association for the common use and enjoyment of the Owners. The Common Area(s)
to be owned by the Association at the fime of the conveyance to a third-party purchaser of
the first residential Lot within the Property is described in Exhibit B,

"Common_ Expenses” - The actual and estimated expenses of the Association in
performing its duties as set forth in the Governing Documents,

"Declarant’ - The person(s) or entity identified in the introductory paragraph of this

Declaration; also, Declarant's successors to and assignees of special rights, preferences, or
privileges designated herein.

"Declaration" ~ This instrument and any amendments.

"Deed of Trust" - A three party security instrument conveying title to land as security for the

repayment of a loan. Also called "Trust Deed”. Reference to Deed of Trust includes a
Mortgage.

- "DRE" - The California Department of Real Estate and any successors thereto.

"First Sale” - The date on which the first deed is recorded conveying fee title to the first

buyer pursuant to a transaction requiring the issuance of a Final Subdivision Public Report
by the Department of Real Estate.

"EHA" - The Federal Housing Administration of the United States Department of Housing
and Urban Development and any department or agency of the United States government

which succeeds to the FHA's function of insuring notes secured by Mortgages on
residential real estate,

*EHLMC* - The Federal Home Loan Mortgage Corporation created by Title I of the
Emergency Home Finance Act of 1970, and any successors to such corporation.

"ENMA" - The Federal National Mortgage Association, a government-sponsored private

corporation established pursuant to Title VI of the Housing and Urban Development Act
of 1968, and any successors to such corporation.

“‘GNMA" - The Government National Martgage Asseciation administered by the United

States Department of Housing and Urban Development, and any successors to such
gassociation. : :

"Governing Documents' - All documents governing the Association and Property,
including this Declaration, the Bylaws, the Articles, and any Rules and Regulations.

“Grant Deed" - A written instrument transferring title to real property.

“Institutional Mortgagee" - Any bank, savings and loan association, insurance company,
-real estate investment trust, retirement fund trust, or other financial institution holding a
recorded First Mortgage on any Lot, :

s,
"Lot" - Any of the Lots in the Property as shown on the Tract Map designed and intended
for construction of a Residence. “Lot" does not include Common Area Lots.

"Manager” or "Managing Agent" - The party contractually engaged by the Association or
Declarant and charged with the management of the Common Area(s) and the
performance of other duties of the Association. '
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"Member' - Any person who is a Member of the Association based upon the provisions of
the Governing Documents,

"Mortgage” - Atwo party security instrument pledging land as security for the
performance of an obligation, Reference to Mortgage includes the Deed of Trust.

"Mortgagee" - The party entitied to performance by a Mortgagor. Reference to
Mortgagee includes any beneficiary under a Deed of Trust including a Deed of Trust on
any portion of the Property, recorded prior to the recording of this Declaration.

“Mortgag' or' - The party executing a Mortgdge. Reference to Mortgcxgor'inciudes the
Trustor under the Deed of Trust.

Notice and g Hearing' - A notice of time and an oppertunity for a hearing as provided
for in the Governing Documents.

"Occupant" - An Owner, resident, guest, invitee, tenant, lessee, sublessee, or other
person residing in a Residence, :

"Owner(s}" - The parties (including Declarant) holding o recorded fee simple interest in @
Lot, or the vendee of a Lot under an installment land sales contract. "Owner* does not

include any party having an interest in a Lot merely as security for the performance of an
obligation. :

"Person" - A person, partnership, corporation, trustee or other legal entity.

"Phase" - That portion of thé Property identified as a *Phase" in a DRE Final Subdivision
Public Report. . ) _

 "Project” or "Property” - The real property described in Paragraph "A" and any Additional
Praperty which is annexed pursuant to this Declaration.

"Quorum” - Members entitied to vote (in person or by proxy) holding a majority of the
Total Voting Power of the Association constitute specifically, a quorum for business

transactions at all Member meetings (except as otherwise specifically provided in this
Declaration or the Bylaws of the Association).

"Reqular Assessments’ - Assessments used to meet the Association's normal operating
expenses and to establish necessary reserves.

Residence" - Dwelling, garage and related improvements constructed on a Lot for use -
and occupancy as a single family residence.

"Restrictions" - All of the terms, provisions and restrictions set forth in the Governing
Documents.

Rules and Regulations” - The rules as established and adopted by the Board and/er
Architectural Committee as provided for in this Declaration.

~
e
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'Special Assessments" - Assessments levied on an as-needed basis to meet expenses of
any extraordinary or capital nature, or imposed against a particular Owner in order to
reimburse the Association for any costs Incurred in connection with that Owner's viclation
of the Governing Documents, or @ monetary penalty imposed by the Association as a
disciplinary measure for faifure to comply with the Governing Documents.

"Total Voting Power" - One hundred percent (100%) of the votes by Owners which may
potentially be cast. (Even if any Owner's voting rights have been suspended, the number of
votes constituting the Total Voting Power wpuld include any suspended vote(s).}

"Trustor" - The borrower from a Trust Deed lender, who deeds real property securing the
loan to a Trustee to be held as security for the loan.

"\LA," - The Department of Veterans Affairs of the United States and any department or

agency of the federal government which succeeds to VA's function of issuing guarantees of
notes secured by Mortgages on residential real estate.

it



2.01
{a)

(b)

{c)

2.02

2.03

ARTICLE Ut
PROPERTY RIGHTS IN COMMON AREA(S)

Common Areas and Purposes,

Use of the Common Area(s) must be consistent with all reasonable provisions and

fimitations described in the Governing Documents.

‘Common Areaf(s) and related facilities and improvements exist solely for use by the

Lot Owners, their families, tenants, and guests. :

Common Area(s) may only be used for purposes approved by the Association and
compatible with usage customarily associated with common areas located within
residential developments in California.

Easements of Enjoyment.

Each Lot Owner has a nonexclusive right and easement for use of the Common
Area(s) appurtenant to the Lot.

Delegation of Use.

An Owner may delegate his/her rights of use and enjoyment of any Common Area

_ facilities to the members of his/her immediate fomily, and guests and invitees. [f an

Owner has rented or leased histher Lot, such rights shall be automatically delegated
to the tenants or lessees for the duration of their tenancy, and the Owner shall
forfeit any rights to use and enjoy any such facilities for the duration of such
tenancy, With respect to an instaliment land sales contract, the seller under the
contract shall be deemed to have delegated his/her rights fo use and enjoy any such
facilities to the purchaser under the contract.

F\\-_
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3.0

302

3.03
(a)

(b)

3.04

3.05
(a)

(b}

ARTICLE HI
GENERAL RESTRICTIONS

Single Family Residential Use,

A Lot may only be used for a single family dweliing.

Business or Commercial Activity.

Subject to Declarant's rights herein, occupations and businesses that do not
interfere with the residential nature or character of the Property or quiet enjoyment
by other Owners may be carried on within a Lot, provided that all applicable laws,
ordinances, zoning regulations and rules are satisfied and that there is no external
evidence of any such occupation, such as an unreasonable increase in visitors, or
an increase in the sound or smell emanating from the Lot affecting other residents.

Rights Reserved by Declarant.

"While any Lot remains unsold and for no longer than five (5) years from the First

Sale, for the most recent phase, the Declarant may do the foliowing:
(1}  Complete excavation, grading and construction of the Property;
(2)  Use unsold Lots for construction, real estate sales and leasing; and

(3)  Use any Common Area(s) as reasonably needed for ingress, egress,
development, sales and construction.

In exercising any of these rights, the Declarant may not unreasonably interfere with
any Owner's use of the Common Area(s) or Lots.

Temporary Structures.

A temporary structure is only permitted on a Lot with approval of the Architectural -
Committee and if it is incidental to construction actively in progress.

Signs.

The Declarant may erect and maintain any signs, advertising devices or structures
to conduct development, and sale or leasing operations while any Lot remains

unsold and for no tonger than five (5) years from the date of the First Sale in the
most receni phose. '

An Owner may advertise a Lot for sale or lease with one (1) standard real estate

sign of reasonable color and display qualities and with a maximum face area of six
{6) square feet.

-1



(c)

(d)

3.06

{a)

(b)

{©)

(d)

3.07

3.08
(a)

(b)

3.09

3.10

No other sign or advertising device may be displayed anywhere on the Property
without the prior written consent of the Association.

Sign regulations are subject to California Civil Code Sections 712 and 71 3, and any
other applicable laws.

Debris, Trash and Refuse.

Weeds, rubbish, debris, objects or materials that are unsanitary, unsightty, or

_offensive are not permitted on the Property.

Rubbish or storage containers, woodpiles, machinery, equipment and other
unsightly objects are prohibited to be visible from other Lots or Common Area(s).

Rubbish containers may be placed temporarily for pick-up (not to exceed twenty-

four (24) hours before and after scheduled trash collection hours, except with Board
approval). '

Driveways must be kept clean and free of oil stains.

Exterior Clothes Lines.

Exterior clothes lines may not be erected and clothes may not be dried outdoors.

Nuisances.

fllegal, offensive, or obnoxious actions that interfere with an QOccupant's quiet

enjoyment, or may impair the structural integrity of any building, are not permitted
on the Property.

Construction work on the property may only be done during hours determined by
the Architectural Committee.

Owner's Maintenance and Repair Obligations.

Each Owner must maintain the Lot (including improvements) in a neat, sanitary
and attractive condition, and is solely responsible for the cost of repairs and

improvements.
Restrictions on Exploration and Removal of Minerals.
The surface area of the Property and to a depth of five hundred (500) feet below

the surface may not be used for the exploration or removal of water, oil, naturai
gas, minerals, hydrocarbons, grave!l or any earth substance.



3.11

3.12

3.13

3.14

“{a)
(b)
{c)
(d)

3.15
{a)

(b)
()

(d)

Indemnity by Owner of the Association.

Each Owner shall defend and indemnify and hold the Association and other Owners
harmless without limitation on any claims arising from the Owner's negligence or
wiltful misconduct (or the Owner's family members, relatives, guests or invitees) for
damages sustained on the Common Area(s), including any costs incurred.

Exterior Apparatus Regulations.

Subject to California Code Section 1376 and any applicable decisions of the
Federal Communication Commission, electrical or telephone wiring, antennae,
satellite dishes {or any other electronic receiving or broadeasting device), etc., are
not permitted unless authorized by the Architectural Committee.

Window Covers.

Newspaper, aluminum foil or similar materials may not be used as window
covetings.

Leasing.

An Owner may rent a Lot for residential purposes provided:

‘There is a written agreement;

The lease states it is subject to all the provisions of the Governing
Documents;

Owners must give the Board the names and telephone numbers of all Occupants
and tenants; and

The Association and each Owner shall have a right of action directly against any
tenant/Occupant for any breach of any provision of the Governing Documents.

California Vehicle dee and Parking Requlations.

All applicable provisions of the California Vehicle Code will be enforced on any
private streets on the Property in accordance with California Vehicle Code Section

22658.2 (or any successor statute regarding remaoval of parked cars and required
warning signs).

The Association (through the Board) may establish parking Rules and Regulations.

The Association has the right and obligation to enforce all parking restrictions and

to remove any violating vehicles in accordance with the California Vehicle Code, or
other applicable laws,

The refevant City or County has the right (but not the duty) to enforce parking

Ires’rricﬁons in accordance with the California Vehicle Code and all other applicable
aws. _ _



(e)

(f)
{(g)

(h)
0

3.16
(a)

(b}
(c)

(q)

(h)

Parking is permitted in driveways, as long as it does not obstruct free traffic flow,

constitute a nuisance, violate the Rules and Reguiations, or otherwise create a
safety hazard.

Only passenger motor vehicles may be parked in the parking oreas,

The following vehicles and actions are not permitted unless parked wholly within o
garage with the doors closed or within the backyard so as not to be visible from
neighboring Property:

(1) Buses, trailers, campers, boats, mobile homes, recreational vehicles and the
like, inoperable vehicles, or any vehicle the Association deems a nuisance.

(2) R'estoring or repairing vehicles on the Property, or any repair activity the
Association deems a nuisance. '

The Association may establish "Parking” and "No Parking" areas within the Common

Areaf(s), in accordance with California Vehicle Code Section 22658.2 (or successor
statute).

Garage doors, if any, may not be left open, except as temporarily necessary or while
used for entering or exiting.

Animal Limitations.

Customary household pets may be kept in the Lot, provided they are not kept, bred

or raised for commercial purposes and they are kept under reasonable contro! at all
times. ) T

The Board may determine the total number and size of pets kept within a Lot.

Any animals that unreasonably bother or annoy other Owners may not be kept on

-the Property (for example, excessive barking).

Pets are not allowed in the Common Area(s) except as permitted by the Rules of the
Association.

A dog may only enter the Common Area(s) while on o leash which is held by a
person capable of controlling it.

A dog whose barking unreasonably disturbs other Owners will not be permitted to
remain on the Property.

Owners must prevent their pets from soiling the Common Area(s), and are
responsible for any required clean-up.

Each Owner shall indemnify and hold harmless all other Owners, the management
company, the Association and the Board of Directors from any and ail losses, costs,
and liability arising from having any pet on the Property.



3.17 Common Fences.

{a)

(b)

An easement exists appurtenant to any Lot for any "Common Fences” (fences on
boundary fines between the Lots andfor Common Area(s)) originally instalied by the
Declarant, whether or not the fences are located precisely on the Lot boundary line.

Owners with a Common Fence have an equal right to use the fence, with the
following provisions: ~

(1)
@
(3)
(4)

(3}

Each Owner has exclusive right to use the interior surface of the fence facing
the Residence;

Owners may not drive nails, screws, bolts or other objects more than half
way through any Common Fence;

Owners may not interfere with the adjacent Owner's use and enjoyment of
the Common Fence; :

Owners may not threaten or impair the structural integrity of the Common
Fence; and _

If any portion of the fence (other than the interior surface of one (1) side) is
damaged by any cause other than the act or negligence of either party, it
must be repaired or rebuilt at the relevant Owners' joint expense.



4.0]

402

403
{a}

(b)

4,04
(a}
(b).
(c)

)
4.05

{a)
(b)

(c)

ARTICLE IV
HOMEOWNERS' ASSOCIATION

OQrganization.

The Association is a California nonprofit mutual benefit corporation charged with

the duties and vested w1th the powers prescnbed by law and set forth in the
Restrictions.

Membership.

Every Lot Owner has an indivisible interest in a single Membership in the
Association,

Transfer of Membership.

Membership of each Owner shall be appurtenant to the Lot owned, and may only

be (and Is autornatically) transferred upen conveyance of title to a Lot to the new
Owner,

in connection with any transfer or change of ownership of any Lot, the Assocuc:tron
and each Owner must comply with Civil Code Section 1368.

Co-Qwners,
Each Lot is entitled to one (1) vote.
Each Lot's vote is cast as a single unit, without fraction.

if Co-Owners of a Lot cannot agree about how to cast their vote, they forfeit their
right to vote on the matter in question.

If a Co-Owner casts a vote representing a certain Lot, it will be presumed for all
purposes to be a vote with the authority and consent 'of all other Owners of the Lot
Membership Clgsses and Voting Rights.

A Lot Owner has voting rights when the Lot becomes subject to Assessments.

Class A Members - All Lot Owners (other than Declarant). Each Lot is entitled to
one (1) vote.

Class B Member - The Declarant, entitled to three (3) votes for each Lot owned.



(e)

| 4.06
(@)

(b)

{c)

Class B Membership ceases and converts to Class A Membership when either of the
following occurs:

(1) Two (2} years after the First Sale in the most recent phase; or
(2) Four (4) years after the date of the First Sale in the Original Property.

After notice and hearing as provided herein, the Board has the right to suspend the

voting rights of any Owner delinquent more than forty-five (45) days in the payment
of Assessments.

Yoting Requirements.

If Membership approval of a prescribed majority of the voting power is required, the
following rules apply: ' ‘

(1} i both Class A and Class B Members exist, the required vote is a bare

majority of Class B voting power, and the prescribed majority of Class A
voting power; or

{2)  After conversion to all Class A memberships, the required vote is a bare
majority of the total voting power of the Association, and the prescribed
majority of the total voting power of Members other than Declarant.

Unless otherwise specifically required, Membership approval requires the affirmative

vote E:n; a majority of a quorum of each class of Membership (after conversion, Class
A only).

With the exception of the provisions of the Article herein entitled "Enforcement of
Declarant's Obligation to Complete Common Area Improvements”, no provision
which requires the approval of a prescribed majority of the voting power of
Members of the Association other than the Declarant for action to be taken by the
Association is intended to preciude the Declarant from casting votes attributable to

- Lots which Declarant owns.



3.01

5.02

(a)

(b)

(c)

(d)

{e)

ARTICLE V
DUTIES AND POWERS QF THE ASSOCIATION

Duties and Powers of the Associaiion.

The Association has all of the powers of a California nonproﬁi mutual benefit
corporation, generally to act as necessary and proper for the peace, health,

comfort, safety and general welfare of its Members, subject to the limitations set
forth in the Restrictions. :

Maintenance Responsibilities,

The Association shall:

Maintain and repair the Common Area(s) and any other real property acquired by
the Association, including all related facilities, improvements and landscaping,
landscaping within street parkways, landscape easements, and the ongoing
maintenance of the exterior of the project’s perimeter walls. Association
responsibility for maintenance and repair does not extend to damage caused by a
willful or negligent act by an Owner, family member, guest, tenant, or invitee. The

cost and responsibiiity for any and all such repair must be bome by the person
causing the damage, or the relevant Lot Owner.

Pay real and personal property taxes or charges assessed against any part of the
Common Area(s). i

Have authority to obtain refuse collection, gardening, janitorial services, water,
sewer, electrical, gas and other utility services for the benefit of the Common
Area(s), to be paid for by Assessments levied and collected for the services.

Have authority to discharge by payment any lien against the Common Area(s),
including any property taxes and Assessments which may become liens, and assess
all costs and fees to the Member(s) responsible for the lien. Such a property tax or
Assessment may be contested or compromised by the Association, provided that it is
paid, or a bond insuring its payment is posted prior to the disposition of any

property to satisfy the payment of taxes.

Have authority to obtain management services ({the "Manager"} to manage the
Common Area(s) and any other personnel needed to perform the duties and
responsibilities deemed advisable by the Association, with the following conditions:

(1}  The Manager must be covered by a fidelity bond equal to a three {3) month
Assessment of all the Lots and provides for a ten (10} day written notice to
the Association and each FNMA Mortgage servicer before the bond is
cancelled or modified for any reason.

(2)  1f the Association enters into a professional management contract before the
conversion of Class B to Class A memberships, the contract must include a
right of termination without cause {with an advance notice of thirty (30} days

and withouf payment of any penalty) that the Association may exercise at
any time after conversion.



(f)

(@)
(h)
5.03

(a)

(b)

(3)  Members of the Association are not liable for any omission or improper act
of the Manager.

Have the power to establish and maintain working capital, reserve and/or
contingency funds in reasonable amounts to be determined by the Board.

Have the authority to borrow money with the approval of sixty-seven percent (67%)
of the voting power, excluding Declarant, and/or to mortgage, pledge, or otherwise

hypothecate any of its real or personal property as security for money borrowed: or
debts incurred. :

Have the authority, through the Board, to enter into a maintenance agreement, as

approved by DRE, with Declarant for temporary suspension of g portion of Regular
Assessments. :

Insurance.

Blanket insurance policy premiums are a Commeon Expense to be included in the
regular Assessments.

The Board shall obtain and maintain the following specified {or equivalent)
insurance coverages provided it is reasonably prudent to do so: '

(1) Fire insurance for one hundred percent (100%) of the full replacement value

of all Common Area improvements, without deduction for depreciation or
coinsurance: )

(2)  Extended coverage that includes vandalism, malicious mischief, and
replacement costs.

(3)  Comprehensive public lability insurance in a reasonably prudent arount
specified by Civil Code Section 1365.7 (See Exhibit “D") that covers the
Association, Board, Managing Agent, Owners, Occupants and any other
-agents or employees incident to the ownership or use of Common Area(s)
against physical injury, death and property damage arising out of a single
occurrence. The Board should consider maintaining insurance in the amount
specified by Section 1365.7 {see Exhibit "D') and the notification
requirements of that Section.

{4) It available, an extended coverage endorsement clause known as "Special
Form", and a clause that permits a cash settlement to cover the full value of

imprc;éements in case of destruction and a subsequent decision not to
rebuild.

(5)  Each hazard insurance policy must be written by a carrier who meets FNMA
requirements for a "Best Rating".

(6}  Workers"sampensation insurance in compliance with all applicable laws.
(7) A fidelity bond that insures the Association for the estimated maximum
amount (or at least three (3) months aggregote Assessments on all Lots and

reserve funds) that could be affected by the dishonest act of any person who
handies funds for the Owners' benefit.
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(c)

{d)

(e)

()

{g)

(h)

(i)

0

(k)

5.04
(a)

(b)

)

Insurance proceeds are payabie to the nomed insureds, except for the Owners'

interests in such proceeds, which are payable to the Association as trustee for their
benefit, as provided for below.

The Association is trustee of the Owners interest in insurance proceeds paid on any
policy and accordingly has full power to act. ' .

All insurance )Policies must require a written thirty (30) day notice of modification or
termination of coverage from the insurer to the Association, Declarant, Owners and
their Mortgagees, and any interested party who requests such a notice.

Fidelity bonds must provide for a ten (10) day written notice of modification or

termination to any insurance trustee, and to each FNMA servicer who has filed o
written request with the carrier for such notice.

The Association is not obligated to provide intra-Lot public liability insurance or any
protection against risks customarily covered under *homeowners® or "broad form
homeowners" policies. Owners may individually insure against such risks.

Any insurance policy the Association deems appropricte.

At least annually, the Board must review the Association's insurance policies.

i economically feasible, priorto each annual review the Board shall obtaina
current appraisal of the full replacement value of Common Area improvements
(except for foundations and footings) without deduction for depreciation.
Association insurance policies shall contain the following provisions, if available:

{1)  Stotements that the policies are primary and non-contributing;

(2) lSmtements that an Owner's conduct will not constitute grounds for avoiding
iability;

(3) Inflation Guard Endorsement (if obtainable at a reasongble cost);

{4y  Standard Mortgagee clause, and name as Mortgagee FNMAE or servicer (if
applicable).

Right of Entry.

The Board has the right to authorize entry onte any Lot to determine compliance
with the Governing Documents ond {o perform its duties.

In case of emergency, or b)é Court order, a Lot may be entered immediately.
Otherwise, a Lot may only be entered at reasonable hours after the Owner has

received three (3) days notice, and if the entry will not result in a breach of the
peace.

Entry must be made with as little inconvenience as possible to the Occupant.
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5.05
)

(b)

(c)

(d)

5.06
(a)

{b)

Budget, Financial Statements and Governing Documents.

The Board of Directors of the Association must comply with all current requirements
of California Civil Code Sections 1365 and 1365.5, or successor statutes pertaining
to financial records, Governing Documents, etc.

: In addition to the requirements of California Civil Code Sections 1365 and 1365.5,

the Association shall make the following documents available for inspection and
copying by a Member or his duly appointed representative at the office of the

Association upon request during normal business hours or under other reasonable
circumstances:

(1) Current copies of all Governing Documents, books, records and financial
statements of the Association for lenders, holders, insurers and guarantors of
a First Mortgage on any Lot; and

(2) - Copies of relevant California Code Sections referenced in any Government

Documents.

- The Assoclation may charge a fee to the requesting party for this service which may

not exceed the reasonable cost to prepare and reproduce the requested items.

Members shall annually be provided a summary of the provisions of Section 1354,
as set forth therein (current Section set forth in Exhibit D), which must include the
following language: "Failure by any member of the association to comply with the
prefiling requirements of Section 1354 of the Civil Code may result in the loss of
your rights to sue the association or another member of the association regarding

- enforcement of the Governing Documents." This summary shall be provided either

at the time to pro forma budget fequired by Section 1365 is distributed, or in the
manner specified in Section 5016 of the Corporations Code.

Penalties for Non-Compliance.

In recognition of the need for a reasonable means of encouraging and insisting
upon compliance with the provisions of the Governing Documents without resorting
to suits for injunctive relief, the Board is authorized to do the following:

(1) Establish a reasonable policy of reasonable pendlties, including monetary
penalties (which specifies the amounts of potential monetary penalties);

(2)  Assess such penglties against any Owner found to be in violation of any
provision of the Governing Documents; and

(3)  Temporarily suspend an Owner's voting rights as a Member of the

Association and/or rights to use Common Area facilities for as fong as the
viclation continues; and -

Notice and Hearing refating to the imposition of any penaltiesdg this Section must
be made in the foliowing manner and at a minimum:

(1} Notice must be given to the relevant Qwner's most recent address in the

Association's records at least fifteen (15) days before the proposed effective
date of the penalty;
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(d)

(e)

5.07
(a)

(b)

(2)  Notice must set forth details of the violation itself, the proposed penalty, and
the date, time and place of the Hearing;

{3)  The Owner may be heard (éither orally or in writing) ot a Hearing held ot
least five (5) days before the effective date of the proposed penalty;

{4)  Hearing will be held by the Board of Directors, and their decision is finai and
binding upon the Ownrer; _

(5} The Board shall meet in executive session if requested by the Owner being
disciplined, and the Owner shall be entitled to attend the executive session.

6y  Following the Héoring, the Board must decide whether or not the Owner
-should in fact be penalized, and the nature of the penalty.

if the Board establishes a policy imposing any monetary pengalty, including any fee
on any membert for a viofation of the Governing Documents or rules of the
Assoclation, including any monetary penalty relating to the activities of a guest or
invitee of a member, the Board shall adopt and distribute to each member by
personal delivery or first-class mail, @ schedule of the monetary penalties that may
be agssessed for those violations, which shall be in accordance with authorization for
member discipline contained in the Governing Documents. (The Board shall not be
required to distribute any additional schedules of monetary penalties unless there
are changes from the schedule that was adopted and distributed to the members.)

it an Owner fails to comply with a penalty imposed pursuant 1o the provisions of this
Section, the Board may seek judicial enforcement of the penalty in any court of
competent jurisdiction, with the Owner liable for al} costs {collection costs, court
costs, attorney’s fees, etc.). However, such penaities and costs shall not be tréated

as an assessment that may become a prejudgment lien enforceable by Civil Code
Section 2924, _ :

Notwithstandihg the foregoing, the Owner shall be given, at a minimum, the rights
set forth in Corporations Code Section 7341 or any successor statute.
Board Powers and Limitations.

Except as to matters requiring the approval of Owners, the affairs of the Association

lshc:ll] be managed and conducted by the Board and its officers consistent with the
aw.

The Board is authorized to institute, defend, settle or intervene on behalf of the
Association in litigation, arbitration, mediation, or administrative proceedings in
matters pertaining to:

(1}  Enforcement of the governing instruments;

(2}  Damagetethe Common Area(s);

(3} Daomage to the sepoarate interests which the Association is obligated to
maintain or repair; or



(4)  Damage to the separate interests which arises out of, or is integrally related

to, damage to the Common Area(s) or separate interests that the Association
is obligated to maintain or repair. :

{c)- The Board may not ordinarily take any of the following actions unless approved by a
rnajority of Members {other than Declarant) constituting a quorum, at a meeting or
by written ballot without a meeting, pursuant to Corporations Code Section 7513:

(1)  Enter into a contract for a term longer than one (1) year with a third person

who fumishes goods or services for the Common Area(s) or the Association
with the foliowing exceptions: '

{A} A management contract with terms approved by the FHA or VA;

(B} A contract with a public utility company if the Public Utilities
Commission regulates rates charged for materials or services,
provided that the contract term does not exceed the shortest term for
which the supplier will contract ot the regulated rate;

(C}  Prepaid casualty and/or liability insurance policies not to exceed three
(3) years' duration, provided that the policy permits short-rate
cancellation by the insured;

(D)  Lease agreements for laundry room fixtures and equipment not to |
exceed five years duration, provided that Declarant's ownership

interest in the lessor under the agreement does not exceed ten
percent (1 0%); :

(E}  Agreements for sotellite dishes or cable television services dnd
equipment, not to exceed five (5) years duration, provided that the

Declarant’s ownership interest in the entity does not exceed ten
percent (10%);

{F}  Agreements for sale, lease, installation or services of burglar and fire
alarm equipment, not to exceed five (5) years duration, provided that
Declarant's ownership interest in any entity involved does not exceed
ten percent {(10%); and

(G} A management contract for a term not to exceed three (3) years that
is terminable by the Association after no longer than one (1) year
without cause, penalty or other obligation upon ninety {(90) days
written notice of termination to the other party.

(2)  Incur aggregate expenditures for capital improvements to the Common Area
in any fiscal year in excess of five percent (5%) of the budgeted gross
expenses of the Association for that fiscal year,

(3}  Sell during any fiscal year property of the Association having an aggregate
fair market value greater than five percent (5%) of the budgeted gross
expenses of the Association for that fiscal year.

(4).  Pay compensation to members of the Board or to officers of the Association
“for services performed in the conduct of the Association's business provided,
however, that the Board may cause a member or officer to be reimbursed for
expenses incurred in carrying on the business of the Association.
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(d)  The Board is authorized to:

(1} Adopt and enforce reasonable Rules and Regulations, not inconsistent with
this Declaration, concerning the Property; '

{2}  Paytaxes and assessments which are, or could become, a lien on the
Common Area or a portion thereof;

{3}  Contract for goods and/or services for the Common Area(s) and facilities for
' the Association subject to the limitations set forth above; '

(4)  Delegate its powers to committees, officers or employees of the Association
or outside companies or persons hired by the Association as expressly
authorized by the Governing Documents;

(5)  Formulate rules of operation of the Common Areals) and facilities owned or
“controlled by the Association;

(6) Commence disciplinary proceedings against members of the Association for
violations of provisions of the Governing Documents in accordance with
procedures set forth in the governing instruments; and

(7)  Enter upon any privately owned Lot as necessary in connection with
construction, maintenance or emergency repair for the benefit of the
Common Area(s) or the Owners in common.

5,08 Commencement of Association Management Responsibility.

T?e Association's obligations specified in this Article are effective gs of the First Sale
of a Lot.

s,
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6.01
(a)

[Q

6.02
{a}

(b)

6.03
(a)

(b)

- safety, and welfare for the common good of all the Owners.

ARTICLE Vi
COVENANT FOR ASSESSMENTS

Assessments.

Assessments may be levied by the Assaciation for improvement and maintenance of
the Comman Area(s), administration of the Property, and to promote the recreation,

Each Owner, by acceptance of a deed to a Lot, whether or not it shall be so

expressed in any deed, covenants and agrees to pay ail Assessments to the
Association. '

Assessments and related interest, collection costs, and reasonable aftorneys' fees
are the personal obligations of the Owner and binds heirs, devisees, representatives,
successors and assignees, but does not pass to successors in title unless expressiy
assumed by them. The Lot remains subject to any Assessment liens of record,

except upon foreclosure of @ first Mortgage as stated in the Article entitied
"Mortgagee Protection”,

Pursuant to Civil Code Section 1366.1, the Association may not colliect an

usselssm_znt or fee that exceeds the amount necessary to defray the costs for which
it is levied.

Commencement; Due Dates of Assessments.

Except for the particl first year, Regulor Assessments shall be due and payable in
any reasonable manner established by the Board. Regular Assessments against the
Lots within a particular DRE phase commence on the first of the month immediately
after conveyance of the first Lot in that particular phase to a purchaser.

if model dwellings for sales purposes have been constructed, the closing of escrows
for the sales of these Lots where the models are located will not be deemed to be a
First Sale and will not start the commencement of Assessments within that phase, if
Declarant is leasing back these Lots for purposes of using the Lots as models.

- Therefore, assessment will commence only upon the First Sale for the sale of o Lot

in this phase, other than a Lot where the model are located.

Assessment Rate.

Regular Assessments and Special Assessments must be fixed at g uniform rate for
ail subject Lots, except as otherwise provided.

Each subject Lot is liable for a pro rata share (the fractional number one (1) over
the total number of Lots sabjact to Assessment by the Association at that time).



S

6.04
{a)

(b)

6.05

(a)

(b)

~ (c)

{d)

Assgssmén"c Dutiés of the Board of Directors.

The Board must levy Regular and Special Assessments in compliance with Civil
Code Section 1366.

The Board must establish separate bank accounts for operating monies and reserve
monies.

Effect of Nonpayment of Assessmenté: '
Delinquency and Remedies of the Association.

An Assessment is delinquent ("Delinquent Assessment”) if not 'pdid within fifteen
(15) days after the due date. A Delinquent Assessment includes:

(1) - Alate charge imposed by the Board to the maximum amount in accordance
with California Civil Code Saction 1366 (or any successor statutes);

(2)  Reasonable collection costs and attorney's fees; and

(3}  Interest on all costs and charges at the maximum permissible rate,
commencing thirty (30) days after the Assessment is due.

Delinquent Assessments and related costs will be a continuing lien on the relevant

i.ot when a "Notice of Delinquent Assessment” is recorded against an Owner's fee
interest in a Lot.

Notwithstanding the foregoing, a Compliance Assessment imposed by the Board as
a disciplinary measure for failure of an Qwner to camply with the Governing
Documents or as a means of reimbursing the Association for costs incurred by the
Association in the repair of damage to common areas and facilities for which the
QOwner was allegedly responsible or in bringing the Owner and his Lot into
compliance with the Governing Documents, may not become a lien against the
Owner's Lot enforceable by a sale of the interest in accordance with the provisions
of Sections 2924, 2924(b) and 2924(c) of the Civil Code. However, this does not
apply to charges imposed against an Owner consisting of reasonable |ate payment
penalties for delinquent assessments and/or charges to reimburse the Association
for the loss of interest or for costs reasonably incurred (including ottomey's fees) in
its efforts to collect other delinquent assessments.

In addition to ali other legal rights and remedies, the Assodiation may:

(1) Bring legal action against an Owner who is personally obligated to pay the
Assessment and charges {without foreclosing or walving any lien security);

(2)  Judicially foreclose the lien against the Lot, including the Assessment,
interest, collection costs and lote charges;

(3)  Foreclose the lien by power of sale in accordance with California Civil Code
Sections 2924-2924h, or any other lawful manner; '

{(4)  Bid on the Lot through authorized agents at the foreclosure sale, to acquire
and thereafter to hold, lease, Mortgage or convey; or



(e)

{(g)

(h)

6.06

6.07

(5)  Temporarily sﬁspend the voting rights of the Owner in accordance with the
provisions of this Declaration.

Foreclosure action may not proceed until thirty (30) days after a Notice of
Delinquent Assessment is duly recorded with the relevant County Recorder that
meets the requirements of Civil Code Section 1367.

A copy of the Notice of Delinquent Assessment must be sent by certified or
registered prepaid United States matl, addressed to the Owner or his designated
agent previously given in writing to the Association at the Lot {or an address that the

Owner has previously given in writing to the Association which address must be
within the United States). :

Upon an Owner's timely payment of a defauit and all related fees, Association
officers may prepare and record (at the Owner's cost) a release of the Notice of
Delinguent Assessment.

No transfer of an Owner's interest in a Lot as g result of a foreclosure or exercise of
a power of sale shall relieve the new Owner whether it be the former beneficiary of

the first mortgage or another personi, from ligbility for any assessment thereafter
becoming due or from the lien thereof.

Nonuse and Abandonment.
An Owner does not waive or otherwise avoid liability for Assessments by nonuse of
the Common Area(s} or abandonment of a Lot.

Waiver of Exemptions.

With respect to Assessment liens, each Owner waives (to the extent permitted by

law) the benefit of any California homestead or exemption laws in effect when an
Assessment or installment becomes delinquent or a lien is imposed. '
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(e)
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(g)
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{a)

(b)

ARTICLE Vil
ARCHITECTURAL CONTROL

Approval by Architectural Committee.

Except for initial landscaping and improvements constructed by the Declarant in any
phase, any exterior construction or alteration (fence, wall, grading, structure, color

change) anywhere on the Property must first be approved in writing by the
Architectural Committee. .

Compiete plans and specifications must be submitted in writing with the signature
of the Owner (or authorized agent), showing plot layout, exterior elevations,
materials, sizes, color, design and landscaping.

Tree or plant materials that interfere with the aesthetic enjoyment and unobstructed
view of any Lot are not permitted on the Property.

Plans and specifications for placement of any tree or plant material which can

reasonably be expected to exceed eight (8) feet in height must first be approved in
writing by the Architectural Committee.

The Architectural Committee may withhold approval if it determines that the

harmony, cesthetic beauty, or natural view of any Lot would be impeded by a
proposed planting.

The Association may require. the responsible party to trim or remove any plant the

/é;chiteitural Committee believes detracts from the harmony and aesthetic beauty
any Lot.

Qwners must comply with all applicable civil laws, codes, and regulations.

Committee Approval for Construction.

Architectural Committee approval must be obtained before any exterior
improvement, alteration or structure of any kind (including any building, fence, wall,
screen, patio, tent, awning, carport, spa, hot tub, jacuzz, air conditioning unit,
antennae, lighting, etc.} is erected, maintained or painted.

"Exterior’ includes any outside surface, wall, roof, door, patio, balcony, deck, garage
or other outside Residence structure which is visible 1o others.

An Owner may not landscape the Common Area(s), patios or yards visible from the
street or Common Area(s) without the approval of the Architectural Committee.
However, an Qwner may landscape the patio with natural plants, grass, trees

and/or s}nrubs that grow low to the ground without Architectural Committee
approval. S



7.03 Enforcement by Owners.

If the Association fails to take corrective action within a reasonable period of time
after knowledge of a violation, an Owner may take legal action to enforce these

provisions, '
7.04 Architectural Committee.
 Architectural Committee Members shall be appointed and replaced as follows:
{a)  Until one year after the First Sale for the Original Property, Declarant may appoint:
(1) All original Members of the Architectural Committee; and
(2) Al replacements to the Architectural Committee.
(b) Declarant may dppoiht a majority of Architectural Committee Members until either:.
(1) Ninety pecent (90%) of all of the Lots have been sold; or
(2) Five years after the First Sale for the Original Property.

(c) One (1) year after the First Sale in the Original Property, the Board may appoint
one Member to the Architectural Committee until either:

(1} Ninety percent (90%) of all Lots have been sold; or
(2)  Five years after the First Sale in the Qriginal Property.
(3} Therecn‘tef, the Board may appoint all Architectural Committee Members.
(d)  Architectural Committee Members appointed by the Board must be Owners.
(@)  Architectural Committee Members appainted by Declarant need not be Owners.
{f) The Architectural Committee shall act by majority vote.
{g}  The Architectural Committee will meet periodically to perform its duties.
(h)  The number of Architectural Committee Members shall be three (3) to five (5), as
determined by the Board.
7.05 Certain Procedures for the Architectural Committee.

{a) For any Member unable (or unwilling} to serve on the Architectural Committee, the

remaining Member{s} will have authority to approve or reject any proposed
construction or alteration.

(b}  If the Architectural Commiitee (or representative) fails to rule on a proposal within
thirty (30) days after complete plans and specifications have been submitted as
outlined below, the plans will be considered automatically approved.



(c)

7.06
(a)

(b)

(<}

7.07

7.08

7.09

7.10
{a)

Complete plans and specifications must be either:
(1) Personally delivered to any Architectural Committee Member; or

{23 Mailed postage prepaid, certified mail, return receipt requested to the
Committee at its current address.

Review Standards.

The Architectural Commitiee must approve or reject plans and specifications
submitted for proposed construction or alteration based on:

(1) Reasonable standards for the aesthetic aspects of design, placement,

landscaping, color, finish, materials, and exterior harmony with existing
structures; and

(2)  Overall benefit or detriment to the Property and the area immediately
surrounding the Lot involved.

The Architectural Committee is not responsible for approval of plans from the
standpoint of structuraf safety or conformance with building codes.

Architectural Committee approval of solar heating units may not be withheld
unreasonably. '

Rules and Regulations.

The Architectural Committee may adopt, amend and repeal reasonable rules and
regulations.

No Waiver.

Architectural Committee approval of a proposal does not limit the Committee's right
to withhold approval for similar proposals. : "

Completion.

When work approved by the Architectural Committee begins, it must be diligently
prosecuted to completion.

Varignce.

The Architectural Committee may allow reasonable variances to any of the ~
Covenants contained in this Declaration or any provisions under the rules and ™.

regulations promulgated by the Architectural Committee on terms and conditions it
shall establish.
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(b)

()

7.11
{a)

(b)

Granting any such variance does not waive any of the terms and provisions of this

Declaration in any way, except for the particular Lot and provision covered by the
varionce.

Variance does not affect an Owner's obligation to comply with all governmentat
l[aws and regulations.
Appeal.

Only after the Declarant has lost the right to appoint a majority of Members of the
Committee, decisions of the Committee are subject to review by the Board.

Unless the composition of the Membership of the Committee is identical to the

Board, the Board must review and decide upon the proposal within forty-five (45)
days after the decision by the Commiittee. :
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8.02

(a)

{b)

8.03
(a)

(b)

()

ARTICLE Vil

ESTABLISHMENT AND RESERVATION OF EASEMENTS

Easements for Vehicular and Pedestrian Troffic.

Declarant hereby reserves a nonexclusive easement appurtenant to each Lot for the
benefit of each ond every Owner, the members of his family, his lessees and

tenants, and their respective guests and invitees, for vehicular and pedestrian traffic
over all private streets, drives, walkways, and sidewalks within the Common Area(s).

Establishment of Utility and Brainage Easements.

Owner rights and duties with respect to drainage facilities, sanitary sewer, water,
electricity, gas, telephone, cable television, security system lines, ond other service
lines and facilities ("Service Lines and Facilities®) are as follows:

Easements for Service Lines and Facilities on Lots or Common Area(s) is granted In
favor of the Owner of a Lot or Association served by said Service Lines and Facilities

{o the full extent necessary for the maintenance and repair by the Owner,
Association, or servicing company;

If Service Lines and Facilities serve more than ane Lot, each Owner served is
entitled to reasonable use and enjoyment and access for repair, replacement and
mointenance of all necessary portions of the Service Lines and Facilities. In the
event of a dispute between Owners respecting the repair, replacement or
maintenance of the Service Lines and Facilities, or the sharing of the cost thereof,
said Owners shall first contact the appropriate utility company in an effort to resolve
the dispute; provided however, if said dispute remains unsolved, the matter shall be
submitted to the Board who shall decide the dispute and the decision of the Board
shall be final and conclusive on the Owners.

Reservation of Utility and Drainage Easements.

Declarant reserves the right to grant and transfer easements over the Lots and

Eommon Area(s) for installation, maintenance and repair of the Service Lines and
acilities.

Any such easement may not unreasonably interfere with an Owner's use an
enjoyment of the Lots and Common Area(s). :
Notwithstanding that an Owner may install improvements within said easement
areq with the approval of the Architectural Control Committee, each Owner
acknowledges that such improvements may be removed by the respective utility or
Public Agency to maintain, repair or replace any of the foregoing faciiities without

"~ any liability to the Owner to repair or restore such improvements.
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8.04 Encroachment Egsem.ents.

(a)
(b}
(c)

()

8.05

{b)
{c)

(d)

- B.06

8.07
(a)
®)

Each Lot possesses an appurtenant easement over all adjoining Property (including
Lots and Common Areas) to accommodate minor encroachments due to:

Original engineering or survey errors;

Errors in original construction;

Overhanging roofs, fireplace structures, and other structural components as
ariginally constructed by the Declarant ar, i partially or totally destroyed, as

subsequently rebuilt or repaired in accordance with the original plans and
specifications; or

Settlement or shifting of o building, wall or structure.

Drainaae Svstem.

The Association and each Owner accept the drainage facilities and pattemn for the
Lots and Common Area(s) established by the final grading of the Property originally

undertaken by Declarant (including “crosslot" drainage from adjacent Lots and
Common Areas).

The established drainage pattern may not be altered without prior written approval
by the Association and/or Architectural Committee.

If the drainage pattern must be aftered, the party requesting the alteration must
make reasonable and adequate provisions for proper drainage and pay for it's costs.”

In the event Declarant shall have instalied any drainage lines or other facilities
which serve two or more Lots, the Owners of said Lots shdll jointly maintain and

repatr said lines and facilities so as to keep same in proper operating condition at -
all times.

Egsements for Maintenance of the Common Areals).

The Associotion has a nonexclusive easement for ingress, egress and access to all
portions of the Property as reasonably required to perform its maintenance
obligations and other duties established in this Declaration.

Cregtion of Easements.

Easements referred to herein are established upon the First Sale in the Project.

Individual grant deeds to Lots should state that the grant is made subject to the

provisions of this Declaration, and may set forth reference to these easements, but N
are not required to do so,
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9.01
(a)

{b)

(c)

9.02

9.03
(a)

ARTICLE IX
MORTGAGEE PROTECTION

Subordination of Lien and Foreclosure.

Any tien crected or claimed in this Declaration:

'(1) is subject and subordingte to the rights of any first Mortgage that encumbers

any part of the Property made for value in goed faith; and

(2)  May notin any way impair or invalidate the obligation or priority of a first
Mortgage unless expressly subordinated in writing by the Mortgagee. The .
signing of any Mortgagee to the Subordination by Lienholder included in this

Declaration shail not constitute said lienholder's subordination to any future
Assessment lien.

No breach of any provision of this Declaration shall invalidate the lien of any
Mortgage made in good faith and for value; but alf of the covenants, conditions
and restrictions shall be binding on any Owner whose title is derived through
foreclosure saie, trustee's sale, or otherwise.

Upon foreclosure of a first Mortgage, the purchaser:

(1) Will take the Lot title free of any Assessment lien accrued up to the time of
the foreclosure sale (provided thot nothing herein is intended to impoair the
rights of the Association to receive payment on any Assessment fien in the
event the net sale proceeds are in excess of what is owed onall
encumbrances prior to the Assessment lien);

(2) s only obligated to pay Assessments or other Association charges accruing
: after the Lot title is acquired; and .

{3)  Where the Mortgagee obtains title with a deed in lieu of foreclosure, any
Assessment lien will not be extinguished.

Martgagees Are Not Reguireé! to Cure Certain Breaches.

A first Mortgagee who acquires titte by foreclosure or by a deed in lieu of

foreclosure or assignment in lieu of foreclosure shall not be obligated to cure an

existing breach of this Declaration that is non-curable or of a type that is not

practical or feasible to cure. :

Effect of Breach of Declaration.

Breach of this Declaration may not: A

(1} Cause any forfelture or reversion of title; or

{(2)  Bestow any right of reentry.



(b)  Breach of this Deciaration may be enjoined or abated by court action by the

Association, Declarant, or any Lot Owner, and damages may also be awarded
provided that:

{1)  The violation does not impair or invalidate the Mortgage lien or deed of trust
made for value in good faith; and

{2)  This Declaration binds any Owner whose fitle is derived through foreclosure,
trustee's sale or otherwise,

9.04 Exemption From Right of First Refusal.

{a)  No right of first refusal or similar restriction may be ploced on an Owner's right to

sell, transfer, or otherwise convey a Lot, unless a Mortgogee of the Property grants
written consent to the Association.

(b)  Any right of first refusal or option to purchase a Lot that may be granted to the -

Association {or other party) may not impair the rights of a first Mortgagee to do any
of the following:

(1}  Foreclose or take title to g Lot, pursuant 1o the remedies provided in the
Mortgage; v

(2}  Accept o deed (or assignment) in lieu of foreclosure in the event of default
under the Mortgage; or

(3}  Sell or lease a Lot acquired by the Mortgagee.

9.05 Restrictions on Certain Changes.

At least sixty-seven percent (67%) of Owners and ot least fifty-one percent {(51%) of
the votes of Eligible First Mortgagees must give written approval before the
Association may, by act or omission, do any of the following:

{a}  Abandon, partition, subdivide, encumber, sell or transfer any portion of a Common
Area (other than granting easements as specified in this Declaration).

(b) glter the method of determining Assessments or other charges levied against an
wner.

(c)  Partition or subdivide any Lot.

(d)  Seek to abandon or terminate the Property, (except as provided by statute in case of
substantial foss to the Lots or Common Areas).

()  Use hazard insurance proceeds for losses to the Property (Lot or Common Areaq) for
“~other than repair, replacement or reconstruction of the relevant Property (except as
pravided by statute in case of substantial loss to the Lots or Common Areas).

) — Change, waive or abandon any regulations or enforcement pertaining to the

architectural design, the exterior appearance or the maintenance of the Lots or the
Common Area(s).



(g)

(h)

()

()

(k)

Fail to maintain Fire and Extended Coverage on insurable Cormmon Area(s) as
specified in this Declaration. :

Amend the Governing Documents concerning any material provision {which
includes, but is not limited to, the following):

(1)  Voting rights;

(2) Rights to use the Common Area(s), and reallocation of interests in the
Common Area (including Exclusive Use Common Areas);

{3)  Reserves and responsibiity for maintenance, repair and replacement of the
- Common Property;

(4) Lot boundaries;
()  Owners' interests in the Common Areg;

(6)  Convertibility of Common Areq into Lots or Lots into Common Areq;

(7) Lot leasing;

(8)  FEstablishment of self-management by the Assoclation where professional

rmanagement has been required by any beneficiary, insurer or guarantor of a
first Mortgage;

(9)  Annexation or deannexation of real property;
(10)  Casualty and liability insurance {or other insurance or 'ﬁde!ity bonds);

(11)  Imposition of a right of first refusol or similar restriction of an Owner's right to
- sell, transfer or otherwise convey the Lot; '

{12) Restoration or repair of the Property after hazard damage or partial
condemnation;

(13) Action to termingate the !egal status of the Property after substantial
destruction or condemnation; and

(14)  Any provisions that are for the express benefit of first Mortgagees, insurers or
governmental guarantors of first Mortgages.

Change, waive or abandon the provisions of this Declaration {(and their
enforcament} pertaining to architectural design and control of the exterior
appearance of structures, maintenance of the Common Area(s), walks, fences,
driveways, lawns and plantings on the Property.

When Lot Owners are considering termination of the legal status of the Project for
reasons other than substantial destruction or condemnation of the Property, written
approval of sixty-seven percent (67%) of Eligible First Mortgagees must be given.

An Eligible First Mortgagee's approval will be considered granted if a negative
response is not delivered to the Board within thirty {30) days ofter & recelves notice
of the proposed amendment, provided notice was delivered personally or by
certified or registered mail, return receipt requested.
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2.06

9.07
(g}

{b)

9.03

2.0%
{a)

{b)

2.10

Inspection of Association Books and Records.

Any first Mortgage holder has the right to examine the books and records of the
Association after notice to the Association and only during business hours.

Conderanation Awards and Insurance Proceeds.

First Mortgagees have priority over any other party {including the Owner) pursuant
to their Mortgage in a case of a distribution to Owners of insurance proceeds or
condemnation awards for losses to or taking of Lots or Common Areas. Any
provision 1o the contrary in this Decloration, the Bytaws, or other Governing
Documents is to such extent void. _

- All applicable fire, physical loss or extended coverage insurance policy must contain

loss payable clauses acceptable o the offected first Mortgagee, naming them
Mortgagees as their interests may appear.
Mortgagee’s Right 1o Attend Meetings.

Any Mortgagee may appear at Association and Board meetings, but is not eligible
o vote. :

Payments by Mortgagees.
First Mortgagees may pay the following jointly or severally:

(1)  Taxes or other charges in default which may be o charge against any part of
the Common Areal(s); and

{2)  Overdue premiums on hazard insurance policies, or to secure new hazard
insurance coverage on the lapse of o policy for the Common Area(s).

Upon making such payments, the Association:

(1) vaées immediate reimbursement to first Mortgagees maoking such payments;
an

(2)  Must, upon Mortgagee's request, execute an dgreemen‘f that reflects the first
Mortgagees' entitlement to such reimbursement.

Loss Pavagble Endorsement.

All applicable fire, physical loss or extended coverage insurance policies must
contain loss payable clouses maming the Mortgagees who encumber the Lots.
: I, .



.11

{a)

(b)

9.12'-
()

(b)

(c}

Notices to Mortgdg' ges.
Each Eligible First Mortgagee is entitled to timely written notice of:

(1} Any condemnation or casualty loss that affects o material portion of the
Project or the Lot securing its mortgage; :

(2} Any sixty-day delinquency in the payment of Assessments or charges owed by
the Owner of any Lot on which it holds the mortgage;

(3)  Alapse, cancellation, or material modification of any insurance policy or
fidelity bond maintained by the Association; and

{(4)  Any proposed action that requires the consent of a specified percentage of
Eligible First Mortgage Holders.

To obtain the information above, the mortgage holder, insurer or guarantor must
send a written request fo the Association, stating both its name and address and
the unit number or address of the unit it has the mortgage on.

Governmental Financing Programs.

It is the intent of Declarant that the Governing Documents and the Project in
general, shall now and in the future meet all requirements necessary to purchase,
guarantee, insure, or subsidize any Mortgage of a Lot in the Project by the Federal
Home Loan Mortgage Corporation, and Federal National Mortgage Association or
FHANA, (if the Declarant is submitiing for approval of these agencies), The
Association and each Owner shall promptly take any action and/or shall adopt any
resolutions required by Declarant or any Mortgagee to conform this Declaration or
the Project to the requirements of any of these entities or agencies. Each Owner of
a Lot in the Project, by accepting a deed to a Lot, shall be deemed to have
constituted and irrevocably appointed Declarant as his Attorney-in-Fact, for himself
and each of his Mortgagees, heirs, legal representatives, successors and assignees,
whether voluntary or involuntary, and thereby to have conveyed a Power of Attorney
coupled with an interest to Declarant as his Attorney-in-Fact for the purpose of
amending the Governing Documents to conform with any new requirements issued

by FNMA. This Power of Attorney shalf expire two years after the recording of this
Peclaration.

These steps include the requirement that, when available, the Association must
maintain certain types of insurance coverage issued by carriers who meet the
requirements of the relevant governmental financing program.

Hazard insurance policies required by this Section must contain {or attach) the
standard Mortgagee clause commonly accepted by private institutional Mortgage
investors for similar properties in the locale (except when a separate policy covering

. the Common Areals) is maintained).

(&)

. there are any such loars, the Assaciation will give written notice to FH LMC (or its
designated representative} of the following:

{1)  Any loss to the Common Area in excess of Ten Thousand Dollars
{$10,000.00); or

(2) Damage to a Lot covered by a first Mortgage purchased (in whole or in part)
by the FHLMC in excess of One Thousand Dollars ($1,000.00).
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10.0%

(@)
(b)

(c)

10.02

(a)

{b)

(1} An gssignment of its right to collect such Assessments; or

ARTICLE X
DAMAGE AND DESTRUCTION TO IMPROVEMENTS

Alternctives in the Event of Damage
and Destruction to Common Area Improvements.

In case of casualty damage to Common Area improvements, the Association will
repair and substantially restore the Common Area improvemenits to the same
manner as existed before:

If insurance proceeds paid to the Association are sufficient;

If insurance proceeds cover at least eighty-five percent (85%) of repaiv costs, the
Association will repair the damage and levy a reconstruction Assessment equally

against the Owners to make up the balance of costs (according to the Article
"Covenant for Assessments").

If insurance proceeds cover less than eighty-five percent (85%) of repair costs, the

Association will repair the damage and levy a reconstruction Assessment equally

against the Owners unless at least sixty-seven (67%) percent of the Owners {other

than Declarant} determine either: '-

(1) To rebuild in a less expensive manner than substantial replacement, utilizing
all available insurance proceeds. The Association will levy o reconstruction

Assessment equally against the Owners to raise any rebuilding cost in excess
of insurance proceeds; or_

{2)  Not to rebuild. All net insurance proceeds for the damage (after expenses of
clearing debris and making the damaged area aesthetically pleasing) are at

the Association's discretion to perform its functions according to the

Restrictions or to distribute equally to the Owners (subject to the rights of
Mortgagees of record). '

Method_of Paying Reconstruction Assessments
for Reconstruction of the Improvements.

Reconstruction Assessments will be due:
(}) tn a lump sum or in instaliments; and
(2)  On any date(s) the Association designates within twenty (20) years.

To cover the difference between the cost of restoring damdged improvements and
the available insurance proceeds, the Association may borrow money secured by:

(2} A pledge of its interest in any assets.
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10.03 Damage to Dwellings.

{a)

(b)

{c)

if a Lot improvement (other than the Common Area) is damaged by fire or other
casuaity, the relevant Owner must proceed with due diligence to repair or
reconstruct the improvement in accordance with the original as-built plans and
specifications, modified as may be required by applicable building codes and
regulations in force at the time of such repair or reconstruction or as authorized by

the Architectural Committee.

Repdir or reconstruction must commence within ninety (90} days after damage or

-destruction, and must be completed within one hundred and eighty (180} days after

such date, subject to delays that are beyond the Owner's control.

Notwithstanding the foregoing, the Owner must immediately take reasonable steps

as required 0 secure any hazardous conditions resulting from the damage or
destruction.
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ARTICLE Xl
CONDEMNATION

11.01 Condemnation.

{a}

(b)
{c]

{d)

If any portion of @ Common Area is to be condemned or sold by eminent domain,

- the Board (or its delegation} will:

(1)  Represent Owners in the proceedings;

~{2)  Immediately give notice of the condemnation threat to ali Beneficiaries,

insurers and guarantors of first Mortgages who have filed written requests for
notices; and -

(3)  Be entitled to make a voluntary sale to the condemner in lieu of engaging in
a condemnation action,

- Any award(s) received shall be paid .to the Assaciation.

If only part of a Common Areq s affected, the rules regarding restoration and

replacement of the Common Area and improvements apply as if in the case of
destruction. '

If any of the net condemnation award is not used to restore the remaining Common
Areq, the Association will handle the award in accordance with the Article entitled,
"Damage and Destruction to Improvements Located Within the Property”.

-
N
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12.01

)

1202

ARTICLE XH
ANNEXATION

Annexation of Additional Property

Additional Property may be annexed to the Original Property and become subject to
this Declaration by any of the following methods:

Declarant may annex any portion of the Additional Property without approval by the

Association, Board; or Owners i the plan for phased development includes the
following:

(1) Proof satisfactory to the DRE that no proposed annexation will result in an
overburdening of common facilities; '

{2)  Proof satisfactory 1o the DRE that no proposed annexation will cause a
substantial increase in assessments against existing Owners which was not

disclosed in subdivision public reports under which pre-existing Owners
purchased their interests;

(3) identification of the land proposed to be annexed and the total number of

residential Lots then contemplated by Declarant for the overall subdivision
development; and

(4) A written commitment by Declarant to pay to the Association, concurrently
with the closing of the escrow for the first sale of a subdivision interest In an
annexed Phase, appropriate amounts for reserves for repldcement or
deferred maintenance of common area improvements in the annexed Phase
necessitated by or arising out of the use and occupancy of residential Lots
under a rental program conducted by the subdivicFer which has been in effect
for a period of at least one year as of the date of closing of the escrow for
the first sale of a residential Lot in the annexed Phase.

By majority vote of sixty-six and two-thirds percent (66 2/3%) of the voting power of
the Owners {other than Declarant). '
Contents of Annexgtion Document.

The Annexation Document may not revoke or modify the provisions of this

Declaration offecting the Criginal Property {except as provided for in this

Declargation, eg., subparagraph {d} of this section) and must contain all of the
following:

Reference to this Declaration stating the recordation date and recording
information contained in the Official Records of the relevant county;

A statement that this Declaration (or certain specified portions) apply to the
annexed real property;

An exact description of the real property comprising the annexed real property; and



{d)

12.03

12.04

{a)
(b)

{0

12.05

(a)
(b)

(c)

{d)
(e)
()

Any modification of this Declaration Declaorant deems necessary {o reflect the
development or different character of the added property {but consistent with the
genergl plon and scheme of this Declaration).

Conveyance of Common Areaf(s).

Before any Lot in the annexed property is conveyed, title to the annexed Common
Area(s) must be conveyed to the Association, free and clear of any and all
encumbrances and liens {except current real property taxes and reservations,
easements, covenants, conditions and restrictions of record).

Declarant Under No'Obligaﬁon 0 Conﬁnue Development;
Effect of Annexation. '

Declarant is not obligated to develop or annex additionat real property.

The Annexation Document must provide that Lot Owners in the annexed property
will become Association members, and the Association will manage, administer and
maintain the annexed Common Area(s) as provided for in this Declaration.

On becoming an Association member, each annexed Lot Owner will be assessed a

pro rata share of the Association's aggregate Common Expenses for all subsequent
Association projects.

Deannexation.

Declarant may deannex any portion of the annexed property from coverage of this
Declaration and the jurisdiction of the Association, provided that:

Declarant owns the annexed property;

A Document of Deannexation of Territory is recorded in the same manner as the
Annexation Document;

Declarant has not exercised any Association vote regarding any pottion of the
annexed property;

Assessments have not commenced for any portion of the annexed property;
A First Sale has not occurred for any Lot in the annexed property; and

The Association has not made expenditures or incurred obligations regarding any
portion of the annexed property.

)
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(a)

{b)

(c)

12.06 Association's Merger or Consolidation.

The Association may merge or consolidate with ancther homeowners' association
{as permitted by law) upon approval by sixty-seven percent (67%) of the voting
power of the Owners (other thar Declarant).

Association properties, rights and obligations may be:

{1}~ Transferred to another homeowner's association; or

(2}  Added to a surviving corporation through @ merger.

To the extent reasonably possible, the resultant association will administer the

p;'ovisions of this Declaration and the restrictions of any other property as a uniform
plan.

F\\-. -
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ARTICLE XllI
ENFORCEMENT OF DECLARANT'S OBLIGATION
TQ COMPLETE COMMON AREA IMPROVEMENTS

13.01 Enforcement of Declarant's Obligation

(a)

(b}

{d)

(e}

to Complete Common Area Improvements.

The Board must consider and vote on Association action to enforce bond
obligations regarding ary Common Area irmprovement if the following factors apply:

(1) The Association is the obligee under a bond or other arrangement securing
completion; and

(2) A Notice of Compietton has not been filed within sixty (60) days of the

completion date specified in the planned construction statement appended
to the bond.

The Association may grant a written extension for a Common Area compietion.

if a Notice of Completion has not been filed within thirty (30} days after the
extension expires, the Board will meet and vote on enforcement options. -

Owners may submit a petition st%ned by at least five percent (5%} of Assoc::cltlon
voting power calling for a Special Meeting to be held between thiry-five (39) and
forty-five (45) dc:lys after the Board receives the petition,

At the Special Meeting, a majority vote of Owners (other than Declarant) overrides

- the Board's decision and causes the Board to enforce bond obligations through

appropriate action in the nome of the Association.
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ARTICLE XIV

DISPUTE NOTIFICATION AND RESOLUTION PROCEDURE
[DECLARANT DISPUTES); WAIVERS

14.01 Enforcement and Nonwaiver.

{a)

(b)

{c})

Rights of Enforcement of Governing Daocuments. The Association or any Owner
shall have a right of action against any Owner, and any Owner shall have a right of
action against the Association, to enforce by proceedings at law or in equity, all
restrictions, conditions, covenants and reservations, now or hereafter imposed by
the provisions of the Govermning Documents or any amendment thereto, including
the right to prevent the violation of such restrictions, conditions, covenants, or
reservations and the right to recover damages or other dues for such violation
except that Owners shali not have any right of enforcement concerning assessment
liens. The Association shall have the exclusive right to the enforcement of
provisions relating to architectural control and the Rules and Regulations, unless the
Association refuses or is unable to effectuate such enforcement, in which case any
Owner who otherwise has standing shall have the right fo undertake such
enforcement. Failure of the Association, Declarant or any Owner to enforce any

covenants or restrictions herein contained shall in no event be deemed a waiver of
the right to do so thereafter.

Procedure for Enforcement. Notwithstanding anything to the contrary set forth in
Section 14.01(a) above, in enforcing any action under the Governing Documents
for monetary damages, the parties shall comply with the provisions of California
Civil Code Section 1354 or any successor statute or law. The Board shall annually
provide to the Owners a summary of the provisions of California Civil Code Section
1354 or any successor statute or law, which shall include the language required
and shall be delivered in the manner provided in Civil Code Section 1365. The
exception for disputes related to Association assessments set forth in Section 1354
shall not apply to disputes between an Owner and the Association regarding
assessments imposed by the Association, if the Owner chooses to pay in full the
Association all of the assessments as specified in California Civif Code Section
1366.3 or any successor statute or law,

Notice of Actions Agginst Declarant. The Association shall comply with the
pravisions of Section 1368.4 of the Civil Code or any successor statute or law, prior
to the filing of any civil action by the Association against Declarant or other
developer of the Project for either alleged damage to the Association Property or
other property within the Project that the Association is obligated to maintain or
repair, or alleged damage to any other portion of the Project that arises out of, or is
integrally related to, such damage to the Association Property or other property
within the Project that the Association is obligated to maintain or repair. Such

notice shall specify all of the matters set forth in Section 1368.4 or any successor
statute or law.

T
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14.02

14.03

14.04
(a)

(b}

Dispute Notification and Resolution Procedure
{Declarant Disputes); Waivers

Notwithstanding any provisions of this Declaration to the contrary, any action, claim

-or dispute by, between or among Declarant, as the builder of the Project or any

director, officer, partner, member, employee or agent of Declarant, or any
contractor, subcontractor, design professional, engineer or supplier who provided
labor, services or materials to the Project and who is bound or has agreed to be
bound to the following dispute notification and resolution procedure (coliectively,
the "Declarant Parties”) and either the Association or any Owner, relating to or
arising out of the Project, this Decloration or other Governing Documents for the
Association {except for other agreements which expressly provide for another form
of dispute resolution) any other agreements between the Declarant Parties and an
Owner or the Association, the sale of the Property, the use or condition of the
Property or the design or construction of or any condition on or affecting the
Project, including, but not limited to, construction defects, surveys, soils conditions,
grading, specifications, installation of improvements or disputes which allege fraud,
misrepresentation, non-disclosure or breach of implied or express warranties as to
the condition of the Property or Project where the amount in controversy is greater
than $25,000.00 or in which non-monetary relief is sought that cannot be granted
by a Municipal Court in the State of California as of January 01, 1998 {coflectively
“Dispute(s)"), shall be subject to the provisions set forth below.

Notice,

Any person with a Dispute claim shall notify Declarant in writing of the claim, which

writing ;;hcn!l describe the nature of the claim and any proposed remedy (the "Claim
Notice"). : ' -

Right to Inspect and Right to Corrective Action.

Within a reasonable period after receipt of the Claim Notice, which pericd shall not
exceed sixty {60} days, Dedlarant and the ciagimant shall meet at a mutually
acceptable place within or near the Project to discuss the claim. At such meeting or
at such other mutuaily agreeable time, Declarant and the Declarant's
representatives shall have full access to the property that is subject to the Dispute
claim and shall have the right to conduct inspections, testing and/or destructive or
invasive testing of the same in a manner deemed appropriate by Declarant, which

right shall continue until such time as the Dispute is resolved as provided in this
Article X1V,

The parties of the Dispute shall negotiate in good faith in an attempt to resolve the

~claim. If the Declarant elects to take any corrective action, Declarant and the

Declarant’s representatives and agents shall be provided full access to the Project to
take and complete corrective action.

.\\- i
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14.05 Clvit Code Sections 1368.4 and 1375.

(a)

(b)

{c)

(d)

Nothing contained herein shall be deemed a waiver or limitation of the provisions of
California Civil Code Section 1368.4, referenced in Section 14.01{c). if the claim is
subject to the provisions of Civil Code Section 1375, as it may be amended from
time to time, compliance with the procedures of Civil Code Sections 1375(b), (d),
and (e} shall satisfy the requirements of Sections 14.03 and 14.04.

14.06 Medigtion.

If the parties to the Dispute cannot resolve the claim pursuant to the procedures
described in Section 14.04 above {including, if applicable, Civil Code Section 1375
procedures), the matter shall be submitted to mediation pursuant to the mediation
procedures adopted by the American Arbitration Association (except as such
procedures are modified by the provisions of this Section 14.06} or any successor

thereto or to any other entity offering mediation services that is acceptable to such
parties.

No person shall serve as a mediator in any Dispute in which the person has any
financial or personal interest in the result of the mediation, except by the written
consent of all parties to the Dispute participating in the mediation.

Prior to accepting any appointment, the prospective mediator shall disclose any
circumstances likely to create a presumption of bias or to prevent a prompt
commencement of the mediation process. '

Except as provided in Section 14.10 below, the Association and each Owner
covenants that each shall not commence any litigation against the Declarant
Parties without complying with the procedures described in this Section 14.06.

M

(2)

Position Memorandd; Pre-Medigtion Conference. Within ten (10) days of
the selection of the mediator, each party to the Dispute participating in the
mediation shall submit a brief memorandum setting forth its position with
regard to the issues that need to be resolved. The mediator shall have the
right 1o schedule a pre-mediction conference and all parties to the Dispute

. participating in the mediation shall attend unless otherwise agreed. The

mediation shall be commenced within ten (10) days following the submittal
of the memoranda and shall be concluded within fifteen (15) days from the
commencement .of the mediation unless the parties to the Dispute
participating in the mediation mutually agree to extend the mediation
period. The medigtion shall be held in the county in which the Project is

located or such other place as is mutually acceptable to the parties to the
Dispute participating in the mediation. »

Conduct of Mediation. The mediator has discretion to conduct the
mediation in the manner in which the mediator believes is most appropriate
for reaching a settlement of the Dispute. The mediator is authorized fo
conduct joint and separate meetings with the parties to the Dispute
participating in the mediation and to make oral and written
recommendations for settlement. Whenever necessary, the mediator may
also obtain expert advice concerning technical aspects of the Dispute,
provided the parties to the Dispute participating in the mediation agree and
assume the expenses of obtaining such advice. The mediator does not have

the authority to impose a settlement on the parties to the Dispute
participating in the mediation.

XIv-3



(3)  Exclusion Agreement. Prior to the commencement of the mediation session,
- the mediator and all parties to the Dispute participating in the mediation

shall execute an agreement pursuant to California Evidence Coede Section
1115 et seq. and any successor statutes or laws in order to exclude the use
of any testimony or evidence produced at the mediation in any subsequent
dispute resolution forum, including, but not limited to, court proceedings,
reference proceedings or arbitration hearings. Pursuant to California
Evidence Code Section 1115 et seq., the agreement shall specifically state
that evidence of anything said or of any admission made in the course of the
mediation is not admissible evidence, and disclosure of any such evidence
shall not be compelled in any civil action in which, pursuant to law,
testimony can be compelled to be given. Unless the document provides
otherwise, no document prepared for the purpose of, or in the course of, or
pursuant to, the mediation, or copy thereof, is admissible in evidence; and
disclosure of any such document shalf not be compelled in any civil action in
which, pursuant to law, testimony can be compelled to be given. The
provisions of California Evidence Code Section 1115 through 1128 shall also
be applicable to such mediation process.

| (4)  Parties Permitted at Sessions. Persons other than the parties to the Dispute

participating in the mediation, representatives and the mediator may attend
mediation sessions only with the permission of the parties to the Dispute
participating in the mediation and the consent of the mediator. Confidential
information disclosed to a medidior by the parties to the Dispute
participating in the mediation or by witnesses in the course of the mediation
while serving in such capacity shall be confidential. There shall ne no
stenographic record of the mediation process.

(5)  Expenses. All expenses of the mediation, including, but not limited to, the’
fees to initiate mediation, fees and costs charged by the mediator and the
expenses of any witnesses or the cost of any proof of expert advice produced
ot the direct request of the mediator, shall be borne equally by the parties to
the Dispute participating in the mediation unless they agree otherwise. The
expenses of witnesses for either side shall be paid by the party producing
such witnesses. Each party to the mediation shall bear their own attorney's
fees and costs in connection with such mediation.

14.07 Judicial Reference.

()

(b)

Should mediation pursuant to Section 14.06 above not be successful in resolving
any Dispute, such Dispute shall be resolved by general judicial reference pursuant
to Code of Civil Procedure Sections 638 and 641 through 645.1, and as modified
or as otherwise provided in this Section 14.07. : :

The parties to the Dispute shall cooperate in good faith to ensure that all necessary
and appropriate parties are included in the judicial reference proceeding.
Declarant shall not be required to participate in the judicial reference proceeding if:
s .
(1} All parties against whom Declarant would have necessary or permissive
cross-claims or counterclaims cannot be joined in the judicial reference
proceeding, including, but not limited to, the Declarant Parties; or
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(c)

{d)
(e)

(f)

(g)

(2)  Anyinsurer of a Declarant Party that would be ligble to provide insurance
coverage to o Declarant Party for any claim arising out of the Dispute is
entitled to consent to the judicial reference procedure as a condifion of
providing such coverage and refuses to do so.

Subject to the limitations set forth in this Section 14.07, the general referse shall
have the autharity to try all issues, whether of fact or law, and to report a statement
of decision to the court. The judicial referee shall be the only trier of fact or law in
the reference proceedings and shall have no authority to further refer any issues of

fact or law to any other party, without the mutual consent of all parties to the
judicial reference proceeding.

Plage. The proceedings shall be héard in the county in which the Project is located.

‘Referee. The referee shall be an attorney or retired judge with experience in

relevant real estate matters. The referee shall not have any relationship to the
parties to the Dispute or interest in the Project. The parties to-the Dispute
participating in the judicial reference shall meet to select the referee within ten (10}
days after service of the initial complaint on all defendants named therein. Any
dispute regarding the selection of the referee sholl be promptly resolved by the
judge. to whom the matter is assigned, or if there is none, to thé presiding judge of

ti;? Superior Coust of the County In which the Project is located, who shall select the
referee. -

Commencement and Timing_of Proceeding. The referee shall promptly commence
the proceeding at the earliest convenient date in light of all of the facts and
circumstances and: shall conduct the proceeding without undue delay.

"Pre-hearing Conferences. The referee may require one or more pre-hearing

conferences.

Discovery. The parties to the judicial reference proceeding shall be entitled only to

limited discovery, consisting of the exchange between such parties of only the
following matters:

() Witne_ss lists; |

2) Expe& Witness Designations;
(3)  Expert Witness Reports;

(4)  Exhibits;

(5)  Reports of testing or inspections of the property subject to the Dispute,
including but not limited to, destructive or invasive testing; and

(6)  Trial Briefs.

Such parties shall also be eritiled to conduct further tests and inspections as
provided in Section 14.04 above, Any other discovery provided for in the Cdlifornia
Code of Civil Procedure shall be permitted by the referee upon a showing of good
cause aor based on the mutual agreement of the parties to the judicicl reference
proceeding. The referee shall oversee discovery and may enforce ail discovery
orders In the same manner as any trial court judge.
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(i)

(i)

(k)

()

(m)

{n}
(o)

{p)

Limitation on Remedies. The measure of damages related in any way to alleged
patent and/or latent construction defects and/or alleged failure to disclose claims
shall not exceed the lesser of the actual costs of repair thereof or diminution in
value. Declarant shall not be liable for punitive damages. Furthermore, the parties
hereto agree that the referee shall be entitled to make a determination as to
whether such repair(s) or correction(s) has been satisfactorily performed. The
referee shall have the power to grant all legal and equitable remedies, not
otherwise limited herein, and award compensatory damages in the judicial

reference proceeding.

Motigns. The referee shall have the power to hear and dispose of motions,
including motions relating to provisional remedies, demurrers, motions to dismiss,
motions for judgment on the pleadings and summary adjudication motions, in the
same manner as a irial court judge, except the referee shall also have the power to
adjudicate summarily issues of fact or law including the ovailability of remedies,
whether or not the issue adjudicoted could dispose of an entire cause of action or
defense. Notwithstanding the foregoing, if prior to the selection of the referee, as
provided herein, any provisional remedies are sought by the parties to the Dispute,

isuch relief may be sought in the Superior Court of the County in which the Project is
ocated.

Rules of Law. The referee shall apply the taws of the State of California except as

expressly provided herein including the rules of evidence, unless expressly waived by
alf parties to the judicial reference proceeding.

Record. A stenographic record of the hearing shall be made, provided that the
record shall remain confidential except as may be necessary for post-hearing
motions and any appeals.

statement of Decision. The referee's statement of decision shall contain findings of
fact and conclusions of law to the extent required by law if the case were triedto a
judge. The decision of the referee shall stand as the decision of the court, and
upon filing of the statement of decision with the clerk of the court, judgment may

be entered thereon in the same manner as if the Dispute had been tried by the
court, :

Post-Hearing Motions. The referee shall have the authority to rule on dli post-
hearing motions in the same manner as a trial judge.

Appeals. The decision of the referee shall be subject to appeal in the same manner
as if the Dispute had been tried by the court.

Expenses. All fees and costs of any judicial reference proceeding hereunder shall
be equally shared by the parties fo the judicial reference proceeding. Each party to

the judicial reference proceeding shali bear its own attorneys’ fees and costs in
connection with such proceeding.
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14.08

{a)

(b}

(c)

14.09

14.10
(a)

Agreement to Alternative Dispute Resolution; Waivers of
Jury Trial and Award of Punitive Damages

Daclarant, and by accepting a Deed for the Association Property or a residential
Unit, as the case may be, the Association and each Owner agree to have any
Dispute resolved according to the provisions of this Article X1V and waive their

respective rights to pursue any Dispute in any manner other than as provided in this
Article XIV.

Such parties acknowledge that by agreeing to resolve all Disputes as provided in
this Article X1V, they are giving up their respective rights to have such Disputes tried
before a jury and further waive their respective rights to an award of punitive

damages relating to such disputes, thereby giving up any rights such parties may
possess to such remedies.

This Article XIV shall not be amended without Declarant's prior written consent.

Application of Award.

The net proceeds of any judgment against, or settlement entered into with
Declarant, after payment of costs of litigation, including attorney's fees, may be
used only for the purposes of repairing, replacing, or mitigating the defects with
respect to which the judgment was entered of the settlement made.

Exceptions to Mediation and Reference: Staiutes of Limitation.

The procedures set forth in this Article XIV shall apply only to Disputes and shalf not
apply to any action taken by the Association against Declarant or any Owner for
delinquent assessments, which shall be covered by Article Vi, Covenant for
Assessment, or in any action involving any bond covered by the provisions of the

Article entitled Enforcement of Declarant's Obligation to Complete Common Area
Improvements. -

Furthermore, nothing in this Article XIV shall be considered to toll, stay, reduce or
extend any applicable statutes of limitation; provided, however; that the Declarant
Parties, the Association or any Owner shall be entitled to commence a legal action
which in the good faith determination of any Declarant Party, the Association or
Owner is necessary to preserve the Declarant Parties’, the Association's or Owner's
rights under any applicable statute of limitations, provided that the Declarant Party,
Association or Owner shall take no further steps in prosecuting the action until it
has complied with the procedures described in Sections 14,06 and 14.07.
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ARTICLE XV -
GENERAL PROVISIONS

15.01 Durgtion.

(@)

(b)

'cii'his Declaration is binding upon all parties for sixty {60} years after the recording
ate. . ,

After sixty (60} years, the Declaration will automatically be extended for successive
ten (10) year periods, unless the Owners (heirs, successors, representatives) of a
majority of subject Lots record a signed, written instrument;

(1)  Atleast one (1) year before the beginning of any ten (10) year period; and

{2)  Agreelng to change or terminate this Declaration.

15.02 Amendment.

(a)

(b)

(d)

(e)

Before the First Sale, and subject to the consent of the First Mortgagee, if any,
Declarant may unilaterally amend this Declaration (subject to the Article entitled

"Mortgagee Protection") by recording an instrument of amendmaent in the relevant
County Recorder's Office,

After the First Sale, this Declaration may only be amended in the following ways
(and subject to the Article entitled "Mortgagee Protection"):

(1} If there is only ohe Membership Class, approval by at least sixty-seven
percent (67%) of Members other than Declarant, and by at legst sixty-seven
percent {67%) of the total voting power, including Declarant; and an
instrument signed by two (2) Association officers certifying that the
amendment was approved by at least sixty-seven percent {67%) of Members
other than Declarant, and olso approved by at least sixty-seven percent
(67%) of the total voting power, including Declarant.

(2)  If Class B Membership exists, approval by at least sixty-seven percent (67%)
of the Members of each Class, and an instrument signed by two (2)
Association officers certifying that the amendment was approved by sixty-
seven percent (67%) of the Members of each Class.

Any amendment must be properly recorded in the County Recorder's Office.

The percentage of Owners needed to amend this Declaration may not be less than

the percentage of affirmative votes prescribed for action to be taken under the
relevant provision.

An Owner or the Association may pesition the Superior Court for an order reducing
the percentage of affirmative votes needed to amend this Declaration (pursuant to
Civil Code Section 1354, or any successor statutes).



®

(g)

While the Declarant holds or directly controls at least twenty-five percent (25%) of
the votes, any proposed amendment to any Governing Documents must comply

- with Business and Professions Code Section 11018.7.

No amendments to any provisions in this Declaration or ather Governing
Documents which specifically benefit the Declarant as Developer, shall be made
without the written consent of the Declarant.

15.03 Notices.

@
{b)

©

(d)

Any required notice must be given by:
Personal delivery to the location of the address of the recipient of the Notice; or

Mailing by first-class, registered or certified pre-paid U.S. mail (deemed given five
(5) days after deposit in the mail);

Delivery by a repﬂtabie overnight courier service such as Federal Express, United

Parcel Service, etc. (deemed given upon delivery to the location of the address of
the recipient of the Notice); or

Facsimile transmission (deemed given upon date of transmission upon confirmation

- of receipt).

15.04 Partial Invalidity.

. If any of this Declaration s declared invalid or in conflict with any relevant law, the

validity of the remainder of this Declaration will remain in full force and effect.

15.05 Num_ber.

As required by the context of this Declaration, a singular grammatical reference
includes the plural application.

15.06 Attorneys' Fees.

In the event of any controversy or claim respecting this Declaration, or in connection
with the enforcement of this Declaration, the prevailing parties shall be entitled, in
addition to all expenses, costs, and damages, to reasonable attorneys' fees. '
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IN WITNESS WHEREOF, the undersigned, being the Declarant, has executed this
Declaration for Tract No. 29771 on the day and year first written above,

DECLARANT:

X
By:
its:
STATE OF CALIFORNIA  + )
COUNTY OF fZciccanlar ) ss
" On }7244/ 24 Qoo ., before me, the undersigned, a Notary

Public in ang for said State, personally appeared:

Dend B \Srescat)

T <7 Personally known to me, - OR-[ ] Proved fo me on the basis of satisfactory
evidence to be the personfg} whose namefe) is/areSubscribed to the within instrument and
acknowledged to me that hefsheftrty executed the same in his/hesfihetr authorized
capacityfias), and that by his/hesflelr signaturefs) on the instrument the person{s)or the
entity upon behalf of which the personfsy acted, executed the instrument.

WITNESS my hand and official seal.
=

(SEAL) - Notary Public

']

A i
! COMM. 1286642
Notary Public-Califomia

~
S W



SUBORDINATION BY LIENHOLDER

BUSINESS BANK OF CALIFORNIA, as Beneficiary under the following Deed(s) of
Trust which cover(s) the real property described in the Declaration of Covenants,
Conditions, Restrictions and Reservation of Easements for Tract No, 29771 (*Declaration”)
to which this instrument is attached, hereby approves and consents to the recording of this
Declaration, and agrees that the lien(s) of said Deed(s) of Trust shall be subordinated to
and subject to each and every provision of the Declaration and any future amendments not
affecting the beneficial interest. The signing of this Subordination by Lienholder by any

Mortgagee shall not constitute said Lienholder's subordination to any future Assessment
liens.

Deed of Trust recorded on* ' as Instrument No.
of the Official Records of the Riverside

County Recorder.

BUSINESS BANK OF CALIFORNIA

X X

By: By:
its: its:

STATE OF CALIFORNIA
COUNTY OF

On _ __, before me, the undersigned, a Notary
Public in and for said State, personally appeared: :

St ot

58,

’

[ ]Personally known to me, ~OR-[ [ Proved to me on the basis of satisfactory
evidence to be the person(s) whose name(s) is/are subscribed to the within instrument and
acknowledged to me that he/shefthey executed the same in his/her/their authorized
capacity(ies), and that by hisfher/their signature(s) on the instrument the person{s) or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

(SEAL)

Notary Public

~—
\\-.,_, -



EXHIBIT "A
‘PROPERTY

Lots 20 through 32, inclusive, 73 through 75, inclusive, 102
- through 105, inclusive, and Lettered Lots A through S,

inclusive, of Tract No. 29771, in Cathedral City, as per Map
filed in Book . Pages

—

inclusive, of Maps, in the Office of the County Recorder of

Riverside County.



EXHIBIT "B"
COMMON AREA LOT(S)
(PHASE 1)

|ettered Lots A through S, inclusive, of Tract No. 29771, in
the Cathedral City, as per Map filed in Book ,

Pages , inclusive, of Maps, in the

Office of the County Recorder of Riverside Cdunty.
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EXHIBIT "C*
ADDITIONAL PROPERTY

Lots 1 through 19, inclusive, 33 through 72, inclusive, 76
through 101, inclusive, and Lots 106 through 128, inclusive,
 of Tract No. 29771, in the Cathedral City, as per Map filed in
Book " , Pages

f

inclusive, of Maps, in the Office of the County Recorder of

Riverside County.

’\\-_



EXHIBIT "D

CALIFORNIA CIVIL CODE SECTIONS
1354, 1365, 1365.5, 1365.7, 1365.9, 1366, 1367, 1368, 1368.4 and 1375
Current as of 01/00
[Page 1 of 14]

§ 1354, Covenants and restrictions in declaration as equitable servitudes; enforcement

(@)  The covenants and restrictions in the declaration shall be enforceable equitable
servitudes, unless unreasonable, and shall inure to the benefit of and bind all owners of separate
interests in the development. Unless the declaration states otherwise, these servitudes may be
enforced by any owner of a separate interest or by the association, or by both.

(b)  Unless the applicable time limitation for commencing the action would run within
120 days, prior to the filing of a civil action by either an association or an owner or a member of a
common interest development solely for declaratory relief or injunctive relief, or for declaratory refief
or injunctive relief in conjunction with a claim for monetary damages, other thon association
assessments, not in excess of five thousand doliars ($ 5,000), related to the enforcement of the
governing documents, the parties shall endeavor, as provided in this subdivision, to submit their
dispute to a form of alternative dispute resolution such as mediation or arbitration. The form of
alternative dispute resolution chosen may be binding or nonbinding at the option of the parties. Any
party to such a dispute may initiate this process by serving on ancther party to the dispute a request
for resolution. The request for resolution shall include:

(1) A brief description of the dispute between the parties,

{2) A request for alternative dispute resolution, and ‘

(3} A notice that the party receiving the request for resolution is required to respond
thereto within 30 days of receipt or it will be deemed rejected. Service of the request
for resolution shall be in the same manner as prescribed for service in a small claims
action os provided in Section 116.340 of the Code of Civil Procedure. Parties
receiving a request for resolution shall have 30 days following service of the request
for resolution to occept or reject alternative dispute resolution and, if not accepted
within the 30-day period by a party, shall be deemed rejected by thot party. If
alternative dispute resolution is accepted by the party upon whom the request for
resolution is served, the alternative dispute resolution shall be completed within 20
days of receipt of the acceptance by the party initiating the request for resolution,
unless extended by written stipulation signed by both parties. The costs of the
alternative dispute resolution shall be borne by the parties.

(c) At the time of filing a civil action by either an association or an owner or a member of

a conmon interest development solely for declaratory refief or injunctive relief, or for declaratory

refief or injunctive relief in conjunction with a claim for monetary damages, other than association

assessments, not in excess of five thousand doliars (§ 5,000), related to the enforcement of the
goveming documents, the party filing the action shall file with the complaint a certificate stating
that alternative dispute resolution has been completed in compliance with subdivision (b). The
failure to file a certificate os required by subdivision (b) shall be grounds for a demurrer pursuant to

Section 430.10 Of the code of civil procedure or a motion to strike pursuant to Section 435 of the

Code of Civil Procedure unless the filing party certifies in writing that one of the other parties to the

dispute refused alternative dispute resolution prior to the filing of the complaint, that preliminary or

temporary injunctive relief is necessary, or that alternative dispute resolution is not required by
subdivision Tb}-because the limitation period for bringing the action would have run within the
120-day period next following the filing of the action, or the court finds that dismissal of the action
for failure to comply with subdivision (b) would result in substantial prejudice to one of the parties.



EXHIBIT "D"

CALIFORNIA CIVIL CODE SECTIONS
Current as of 01/00
fPoge 2of 141

(d)  Once a civil action specified in subdivision {(a) to enforce the governing documents
has been fited by elther an association or an owner or member of o common interest developrment,
upon written stipulation of the parties the matter may be referred to alternative dispute resolution
and stayed. The costs of the alternative dispute resolution shall be borne by the parties. During this
referral, the action shall not be subject to the rules implementing subdivision {c) of Section 68603-
of the Government Code. '

{e)  The requirements of subdivisions (b) and (c) shall not apply to the filing of a
cross-complaint.

- In any action specified in subdivision (a) to enforce the governing documents, the
prevailing party shall be awarded reasonable attorney’s fees and costs. Upon motion by any party
for attorney's fees and costs to be awarded to the prevailing party in these actions, the court, in
determining the amount of the award, may consider a party's refusal to participate in alternative
dispute resolution prior to the filing of the action,

(g)  Unless consented to by both parties to alternative dispute resolution that is initiated
by a request for resolution under subdivision (b), evidence of anything said or of admissions made
in the course of the alternative dispute resolution process shall not be admissible in evidence, and
testimony or disclosure of such a statement or admission may not be compelled, in any civil action
in which, pursuant to law, testimony can be compelled to be given.

{h)  Unless consented to by both parties to alternative dispute resolution that is initioted
by a request for resolution under subdivision (b), documents prepared for the purpose or in the
course of, or pursuant to, the alternative dispute resolution shall not be admissible in evidence, and
disclosure of these documents may not be compelled, in any civil action in which, pursuant to law,
testimony can be compelled to be given.

(i) Members of the association shall annually be provided a summiary of the provisions of
ichis Section, which specifically references this Section. The summary shall include the following
anguage: :

"Failure by any member of the association to comply with the prefiling requirements

of Section 1354 of the civil code may result in the loss of your rights to sue the

association or another member of the association regarding enforcement of the
governing documents.”

The summary shall be provided either at the time the pro forma budget required by Section
1365 is distributed or in the manner specified in Section 5016 of the corporations code.

i) Any request for resolution sent to the owner of a separate interest pursuant to
subdivision (b} shall include a copy of this Section.

§ 1365. Documents prepared and distributed by'ussociations

Unless the governing documents impose more stringent standards, the association shall
prepare and distribute to ali its members the following documenits: '
{a) A pro forma operating budget, which shall inctude all of the {following: -
(1) The estimated revenue and expenses on an accrual basis.
(2} A summary of the association's reserves based upon the most recent review or study
conducted pursuant to Section 1365.5, which shall be printed in bold type and
_ include all of the following:
{A)  The current estimated replacement cost, estimated remaining life, and estimated
useful life of each major component.
{B)  As of the end of the fiscal year for which the study is prepared:



EXHIBIT "D

CALIFORNIA CIVIL CODE SECTIONS
Current as of 01/00
[ Page 3of 14]

(i) The current estimate of the amount of cash reserves necessary to repair, replace,
restore, or maintain the major components, :

(i)  The current amount of accumulated cash reserves actually set aside to repair,
replace, restore, or maintain major components. \

{i)  If applicable, the amount of funds received from either a compensatory damage
award or settlement to an association from any person or entity for injuries to
property, real or personal, arising out of any construction or design defects, and the
expenditure or dispasition of funds, including the amounts expended for the direct
and indirect costs of repair of construction or design defects.  These amounts shall be
reported at the end of the fiscal year for which the study is prepared as separate line
items under cash reserves pursuant to clause (ii}. In lieu of complying with the
requirements set forth in this clause, an association that is obligated to issue a review
of their financial statement pursuant to subdivision (b) may include in the review a
statement containing all of the information required by this clause.

(C)  The percentage that the amount determined for purposes of clause (ii} subparagraph
(B} equals of the amount determined for purposes of clause (i} of subparagraph (B}..

(3} A statement as to whether the board of directors of the association has determined or
anticipates that the levy of one or more special assessments will be required to repair,
replace, or restre any major cornponent or to provide adequate reserves therefor,

(4) A general statement addressing the procedures used for the calculation and
establishment of those reserves to defray the future repair, replacement, or additions
to those major components that the association is obligated to maintain. .

- The summary of the association's reserves disclosed pursuant to paragraph (2) shall not be
admissible in eviderice to show improper financial management of an association, provided that
other relevant and competent evidence of the financial condition of the assaciation is not made
inadmissible by this provision. :

A copy of the operating budget shall be annually distributed not [ess than 45 days nor more
than 60 days prior to the beginning of the association's fiscal year.

(B) A review of the financial statement of the association shall be prepared in accordance
with generally accepted accounting principles by a licensee of the California State Board of
Accountancy for any fiscal year in which the gross income to the association exceeds seventy-five
thousand dollars {$75,000). A copy of the review of the financial statement shall be distributed
within 120 days after the close of each fiscal year. _

() Inlieu of the distribution of the pro forma operating budget required by subdivision
{a), the board of directors may elect to distribute a summary of the pro forma operating budget to
all its members with a written notice that the pro forma operating budget is available at the
business office of the association or gt another suitable location within the boundaries of the
development and that copies will be provided upon request and at the expense of the association.
if any member requests that a copy of the pro forma operating budget required by subdivision (a)
be mailed to the member, the association shall provide the copy to the member by first-class United
States mail at the expense of the association and delivered within five days. The written notice that
is distributed to each of the association members shall be in at least 10-point boldface type on the
front page of the summary of the budget.

(d) A statement describing the association's policies'sand practices in enforcing lien rights
or other legal remedies for default in payment of its assessments against its members shall be
annually delivered to the members during the 60-day period immediately preceding the beginning
of the association's fiscal year. ’

~ (eX1} A summary of the association's property, general liability, and earthquake and flood
insurance policies, which shall be distributed within 60 days preceding the beginning of the
association's fiscal year, that includes all of the following information about each policy:

{A)  The name of the insurer.
(B}  The type of insurance.
(C)  The policy limits of the Insurance.
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CALIFORNIA CIVIL CODE SECTIONS
Current as of 01/00
I Page 4 of 14}

(D} The amount of deductibles, if any. , :

(2) The association shall, as soon as reasonably practical, notify its members by first-class
mail if any of the policies described in paragraph (1) have lapsed, been canceled, and are not
immediately renewed, restored, or replaced, or if there is a significant change, such as a reduction
in coverage or limits or an increase in the deductible, for any of those policies. If the association
receives any notice of nonrenewal of a policy described in paragraph (1), the association shall
immediately notify its members if replacement coverage will not be in effect by the date the existing
coverage will lapse. . ’ :

{3) To the extent that any of the information required to be disclosed pursuant to
paragraph (1) is specified in the insurance policy declaration page, the association may meet its
obfigcgtion to disclose that information by making copies of that page and distributing it to all of its

. members. _ .

(4} The summary distributed pursuant to paragraph (1) shall contain, in at ieast 10-point
boldface type, the following statement: "This summary of the assocdiation's palicies of insurance
provides only certain information, as required by subdivision (e} of Section 1365 of the Civil Code,
and should not be considered a substitute for the complete policy terms and conditions contained
in the actual policies of insurance. Any association member may, upon request and provision of
reasonable notice, review the association's insurance policies and, upon request and payment of
reasonable duplication charges, obtain copies of those policies. Although the association maintains
the policies of insurance specified in this summary, the association's policies of insurance may not
cover your property, including personal property or, real property improvements to or around your
dwelling, or persenal injuries or other losses thot occur within or around your dwelling. Even it o
loss is covered, you may nevertheless be responsible for paying all or a portion of any deductible

that applies. Association members should corsult with their individual insurance broker or agent
for appropriate additional coverage.*

§ 1365.5. Board of directors; duties

{a)  Unless the governing documents impose more stringent stondards, the board of
directors of the association shall do all of the following:

(1) Review a current reconciliation of the association’s operating accounts on at least a
quarterly basis. :

{2)  Review o current reconciliation of the association's reserve accounts on at least a

quarterly basis.

{3} Review, on at least a guarterly basis, the current year's actual reserve revenues and

expenses compared to the current year's budget.

(4)  Review the latest account statements prepared by the financial institutions where the

association has its operating and reserve accounts,

(5}  Review an income and expense statement for the association's operating and reserve

accounts on at least a quarterly basis.

(b}  The signatures of at least two persons, who shall be members of the association's
board of directors, or one officer who is not o member of the board of directors and a member of
the board of directors, shall be required for the withdrawal of moneys from the association's reserve
accounts,

()1} The board of directors shall not expend funds designated as reserve funds for any

purpose other than the repair, restoration, replacement, or maintenance of, or
litigation involving the repair, restoration, replocerment, or mairtenance of, major

components which the association is obligated to repair, restore, replace, or maintain
and for which the reserve fund was established. '
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(c}(2) However, the board may authorize the temporary transfer of money from a reserve

(d)

fund to the association's general operating fund to meet short-term cash-flow
requirements or other expenses, provided the board has made a written finding,
recorded in the board's minutes, explaining the reasons that the transfer is needed
and describing when and how the money will be repaid to the reserve fund. The
transferred funds shall be restored to the reserve fund within one year of the date of
the initial transfer, except that the board may, upon making a finding supported by
documentation that a temporary delay would be in the best interests of the common
interest development, temporarily delay the restoration. The beard shall exercise
prudent fiscal management in maintaining the integrity of the reserve account, and
shall, if necessary, levy a special assessment to recover the full amount of the
expended funds within the time limits required by this section. This special
assessment is subject to the limitation imposed by Section 1366. The board may, at
its discretion, extend the date the payment on the special assessment is due, Any
extension shall not prevent the board from pursuing any legal remedy to enforce the
collection of an unpaid special assessment,

When the decision is made to use reserve funds or to temporarily transfer money from

the reserve fund to pay for litigation, the association shall notify the members of the association of
that decision in the next available mailing to all members pursuant to Section 5016 of the
Corporations Code, and of the availability of an accounting of those expenses. Unless the
governing documents impose more stringent standards, the association shall make an accounting
of expenses related {o the litigation on at least a quarterly basis. The accounting shall be made
available for inspection by members of the association at the association's office.

(e)

At least once every three years the board of directors shall cause to be conducted a

reasonably competent and diligent visual inspection of the accessible areas of the major
components which the association is obligated to repair, replace, restore, or maintain as part of a
study of the reserve account requirements of the common interest development if the current
replacement value of the major components is equal to or greater than one-half of the gross budget
of the association which excludes the association's reserve account for that period. The board shall

review this study annually and shall consider and implement necessary adjustments to the board's
analysis of the reserve account requirements as a result of that review.

(1)

(2)
(3
(4)

(f)

The study required by this subdivision shall at a minimum include:

Identification of the major components which the association is obligated to repair,
replace, restore, or maintain which, as of the date of the study, have a remaining
useful life of less than 30 years,

Identification of the probable remaining useful life of the components identified in
paragraph (1) as of the date of the study.

An estimate of the cost of repdir, replacement, restoration, or maintenance of the
components identified in paragraph (1} during and at the end of their useful life.

An estimate of the total annual contribution necessary to defray the cost to repair,
replace, restore, or maintain the components identified in paragraph (1) during and

at ’r;\e end of their useful iife, after subtracting total reserve funds as of the date of the
stuay, '

As used in this section, "reserve accounts’ means both of the following:

{1)  Moneys that the association's board of directors has identified for use to defray
the future repair or replacement of, or additions 1o, those major components
which the association is obligated to maintain. _

(2}  The funds received and not yet expended or disposed from either a
compensatory damage award or setttement to an association from any person
or entity for injuries to property, real or personal, arising from any construction

or design defects. These funds shall be separately itemized from funds
described in paragraph (1). '
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(g)  As used in this section, "reserve account requirements" means the estimated funds
which the association's board of directors has determined are required to be avaiiable at a specified
point in time to repair, replace, or restore those major components which the association is
obligated to maintain.

(h)  This section does not apply to an association that does not have a "common area” as -
defined in Section 1351.

§ 13685.7. Tortious act or omission of volunteer officer or director of association managing
residential development; liability; criteriq; limitations

{a)  Avolunteer officer or volunteer director of an association, as defined in subdivision
() of Section 1351, which manages o common interest development that is exclusively residential,
shall not be personally liable in excess of the coverage of insurance specified in paragraph (4) to
any person who suffers injury, including, but not limited to, bodily injury, emotional distress,
wrongful death, or property domage or loss as a resuit of the tortious act or omission of the
volunteer officer or volunteer director if gil of the following criteria are met: :

(). The act or omission was performed within the scope of the officer’s or director’s

association duties.

(2)  The act or omission was performed in good faith.

(3}  The act or omission was not willful, wanton, or grossly negligent.

(4)  The association maintained and had in effect at the time the act or omission

occurred and ot the time a claim is made one or more policies of insurance which
shall include coverage for (A} general liabifity of the association and (B} individual
liability of officers and directors of the association for negligent acts or omissions in
that capacity; provided, that both types of coverage are in the following minimum
- amount:
(A)  Atleast five hundred thousand dollars ($500,000) if the common interest
development consists of 100 or fewer separate interests.
(B) At least one million dollars ($1,000,000) if the common interest development
consists of more than 100 separate interests.
{(b) - The payment of actual expenses incurred by a director or officer in the execution of
the duties of that position does not affect the director's or officer's status as a volunteer within the
meaning of this section.

{c)  An officer or director who at the time of the act or omission was a declarant, as
defined in subdivision (g} of Section 1351, or who received either direct or indirect compensation as
an employee from the declarant, or from a financial institution that purchased a sepdrate interest,
as defined in subdivision (I} of Section 1351, at a judicial or nonjudicial foreclosure of a mortgage
or deed of trust on real property, is not a volunteer for the purposes of this section.

(d)  Nothing in this section shall be construed to limit the liability of the association for its
negligent act or omission or for any negligent act or omission of an officer or director of the
association.

(e)  This section shall only apply to a volunteer officer or director who is a tenant of a
separate interest in the common interest development or is an owner of no more than two separate
interests in the common interest development. "S-

(£{1) For purposes of paragraph (1) of subdivision (E), the scope of the officer's or director's
association duties shall include, but shall not be limited to, both of the following decisions:

(A)  Whether to conduct an investigation of the common interest development for
latent deficiencies prior to the expiration of the applicable statute of
fimitations.

(B)  Whether to commence a civil action against the builder for defects in design or
construction.
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(2) Itisthe intent of the Legislature that this section clarify the scope of association duties
to which the protections against personal liability in this section apply. It is not the intent of the

Legislature thot these clarifications be construed to expand, or limit, the fiduciary duties owed by
the directors or officers.

§ 1365.9. Owner fimitation liability; Insurance

(@) ltis the intent of the Legislature to offer civil liability protection to owners of the
separate interest in a common interest development that have common areas owned in tenancy-in-
common if the association carries a certain level of prescribed insurance that covers a cause of
action in tort. _ _

(b}  Any cause of action in tort against any owner of a separate interast arising solely by
reason of an ownership interest as a tenant in common in the common area of a common interest
development shall be brought only against the association and not against the individual owners of
the separate interests, as defined in subdivision (I} of Section 1351, if both of the insurance
requirements in paragraphs (1) and {2) are met: _

(1} The association maintained and has in effect for this cause of action, one or more

policies of insurance which include coverage for general liability of the association.

(2)  The coverage described in paragraph (1) is in the following minimum amounts:

(A} At least two million dollars (?2,000,000.00) if the common interest
development consists of 100 or fewer separate interests.

(B) At least three milfion doliars ($3,000,000.00) if the common interast
developrment consists of more thon 100 separate interests.

{c) The association shall, upon issuance or renewal of insurance, but no less than
annually, notify its homeowners as to the amount and type of insurance carried by the association,
~and it shall accompany this notification with statements to the effect that the association is or is not
insured to the [evef)s' specified by this section, and that if not so insured, owners may be individuaily
liable for the entire amount of a judgment, and if the association is insured by the levels specified in
this section, then owners may be individually liable only for their proportional share of assessments

levied to pay the amount of any judgment which exceeds the limits of the association's insurance.

§ 1366. Levy of assessments; limitation on increases; delinquent assessments; interest

{a)  Exceptas provided in this section, the association shall levy regular and special
assessments sufficient to parform its obligations under the governing documents and this title.
However, annual increases in regular assessments for any fiscal year, as authorized by subdivision
(b), shall not be imposed unless the board has complied with subdivision (a) of Section 1365 with
respect to that fiscal year, or has obtained the approval of owners, constituting @ quorum, casting a
majority of thewotes at a meeting or election of the association conducted in accordance with
Chapter 5 {commencing with Section 7510) of Part 3 of Division 2 of Title 1 of the Corporations
Code and Section 7613 of the Corporations Code. For the purposes of this section, "quorum”
means more than 30 percent of the owners of an association.

{b)  Notwithstanding more restrictive limitations placed on the board by the governing
documents, the board of directors may not impose a regular assessment that is more than 20
percent greater than the regular assessment for the association's preceding fiscal year or impose
special assessments which in the aggregate exceed 5 percent of the budgeted gross expenses of
the association for that fiscal year without the approval of owners, constituting a quorum, casting a
majority of the votes at a meeting or election of the association conducted in decordance with
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Chapter 5 (commencing with Section 7510) of Part 3 of Division 2 of Title 1 of the Corporations
Code ond Section 7613 of the Corporations Code. For the purposes of this section, quorum means
more than 50 percent of the owners of an association. This section does not limit assessment
increases necessary for emergency situations. For purposes of this section, an emergency situation
is any one of the following: L

(1)  An extraordinary expense. required by an order of a court.

(2}  An extraordinary expense necessary to repair or maintain the common interest .
development or any part of it for which the association is responsible where a threat
to personal safety on the property is discovered.

(3)  Anexiraordinary expense necessary fo repair or maintgin the common interest
development or any part of it for which the association is responsible that could not
have been reasonably foreseen by the board in preparing and distributing the pro
forma operating budget under Section 1365. However, prior to the imposition or
collection of an assessment under this subdivision, the board shall pass a resolution
containing written findings as to the necessity of the extraordinary expense involved
and why the expense was not or could not have been reasonably foreseen in the
budgeting process, and the resolution shall be distributed to the members with the
notice of assessment.

(4)  An extraordinary expense in making the first payment of the earthquake insurance
surcharge pursuant to Section 5003 of the Insurance Code. ,

{c)  The association shall provide notice by first-class mail to the owners of the separate
interests of any increase in the regular or special assessments of the association, not less than 30
nor more than 60 days prior to the increased assessment becoming due.

(d)  Regular and special assessments levied pursuant to the governing documents are
delinquent 13 days after they become due. If an assessment is delinquent the association may
recover all of the following: : -

Reasonable costs incurred in collecting the delinquent assessment, including
reasonable attorney's fees.

(2)  Alate charge not exceeding 10 percent of the delinquent assessment or ten dollars
($10), whichever is greater, unless the declaration specifies a late charge in a smaller
amount, in which case any late charge imposed shall not exceed the amount
specified in the declaration. : _

(3)  Interest on all sums imposed in accordance with this section, including the delinquent
assessment, reasonable costs of collection, and late charges, at an annual
percentage rate not to exceed 12 percent interest, commencing 30 days after the
assessment becomes due,

(e}  Associations are hereby exempted from interest-rate limitations imposed by Article XV
of the California Constitution, subject to the limitations of this section.

§ 1367. Assessments; debt of owner; lien; notice; enforcement of lien; application of section

(@)  Aregular or special assessment and any late charges, reasonable costs of collection,
and interest, as assessed in accordance with Section 1366, shall be a debt of the owner of the
separate interest at the time the assessment or other sums are levied. Before an association may
place a lien upon the separate interest of an owner to collect a debt which is past due under this
subdivision, the association shall notify the owner in writing by certified mail of the fee and penaity
procedures of the association, provide an itemized statement of the charges owed by the owner,

- including items on the statement which indicate the principal owed, any late charges and the
method of calculation, any aftorney's fees, and the collection practices used by the association,
including the right of the association to the reasonable costs of collection. In addition, any
payments toward such a debt shall first be applied to the principal owed, and only after the
principal owed is paid in full shall such payments be applied to interest or collection expenses.

(b)  The amount of the assessment, plus any costs of collection, late charges, and interest
assessed in accordance with Section 1366, shall be a lien on the owner's interest in the common
interest development from and after the time the association causes to be recorded with the county

o
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recorder of the county in which the separate interest is located, o notice of delinquent assessment,
which shall state the amount of the assessment and other sums imposed in accordance with
Section 1366, a legal description of the owner’s interest in the common interest development
against which the assessment and other sums are levied, the name of the record owner of the
owner’s interest in the common interest development against which the lien is imposed, and, in
order for the lien to be enforced by nonjudicial foreclosure as provided in subdivision (d) the name
and address of the trustee authorized by the association to enforce the lien by sale. The notice of.
delinquent assessment shall be signed by the person designated in the declaration or by the
associgtion for that purpose, or if no one is designated, by the president of the association, and
mailed in the manner set forth in Section 2924b, to all record owners of the owner's interest in the
common interest development no later than 10 calendar days after recordation. Upon payment of
the sums specified in the notice of delinquent assessment, the association shall cause to be
recorded a further notice stating the satisfaction and release of the lien thereof. A monetary
penalty imposed by the association as a means of reimbursing the association for costs incurred by
the association in the repair of damage to common areas and facilities for which the member or
the member's guests or tenants were responsible may become a lien against the member's separate
interest enforceable by the sale of the interest under Sections 2924, 2924b, and 2924c, provided
the authority to impose a lien is set forth in the governing documents. It is the intent of the
Legislature not to contravene Section 2792.26 of Title 10 of the California Code of Regulations, as
that section appeared on January 1, 1996, for associations of subdivisions that are being sold
under authority of a subdiviston public report, pursuant to Part 2 {commencing with Section 11000)
of Division 4 of the Business and Professions Code.

()  Except as indicated in subdivision (b), a menetary penalty imposed by the association
as a disciplinary measure for failure of a member to comply with the governing instruments, except
for the late payments, may not be characterized nor treated in the governing instruments as an
dssessment which may become u lien against the member's subdivision interest enforceable by the
sale of the interest under Sections 2924, 2924b, and 2924c.

(d}  Alien created pursuant to subdivision {b) shall be prior to all other liens recorded
subsequent to the notice of assessment, except that the declaration may provide for the
subordination thereof to any other liens and encumbrances.

{e)  After the expiration of 30 days following the recording of a lien created pursuantto
subdivision (b), the lien may be enforced in any manner permitted by law, including sale by the
court, sale by the trustee designated in the notice of delinquent assessment, or sale by a trustee
substituted pursuant to Section 2934a. Any sale by the trustee shall be conducted in accordance
with the provisions of Sections 2924, 2924b, and 2924c¢ applicable to the exercise of powers of sale
in mortgages and deeds of trusts,

) Nothing in this section or in subdivision (a) of Section 726 of the Code of Civil
Procedure prohibits actions against the owner of a separate interest to recover sums for which a lien
zcs cre[ccted pursuant to this section or prohibits an association from taking a deed in lieu of

oreclosure.

{g)  This section only applies to liens recorded on or after January 1, 1986.

§ 1368. Sale or title transfer; provision of specified items to prospective purchasers; copies;

fees; violations; penalty and attorney fees; validity of title trqusferred in violation; additional
requirements

{a)  The owner of a separate interest, other than an owner subject to the requiremenis of
Section 11018.6 of the Business and Professions Code, shail, as soon as practicable before transfer
of title to the separate interest or execution of a real property sales contract therefor, as defined in
Section 2985, provide the following to the prospective purchaser: '

(1) A copy of the governing documents of the common interest development.
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(2) i there is a restriction in the governing documents limiting the occupancy, residency,
or use of a separate interest on the basis of age in a manner different from that
provided in Section 51.3, a statement that the restriction is only enforceable to the
extent permitted by Section 51.3 and a statement specifying the applicable provisions
of Section 51.3.

(3) A copy of the most recent documents distributed pursuant to Section 1365. :

{4}  Atrue statement in writing from an authorized representative of the association as to
the amount of the association's current reqular and special assessments and fees, as
well as any assessments levied upon the owner's interest in the common interest
development which are unpaid on the date of the statement. The statement shail
also include true information on late charges, interest, and costs of coliection which,
as of the date of the statement, are or may be made a lien upon the owner’s interest
in @ common interest development pursuant to Section 1367,

(5)  Any change in the gssociation's current regular and special assessments and fees
which have been approved by the association’s board of directors, but have not
become due and payable as of the date disclosure is provided pursuant to this
subdivision.

(b)  Upon written request, an association shall, within 10 days of the mailing or delivery of
the request, provide the owner of a separate interest with a copy of the requested items specified in
paragraphs (1), (2), (3), and (4) of subdivision (a). The association may charge a fee for this
service, which shall not exceed the association's reasonable cost to prepare and reproduce the
requested items.

(¢} An association shail not impose or collect any assessment, penalty, or fee in
connection with a transfer of title or any other interest except the association's actual costs to
change its records and that authorized by subdivision {b).

©{d)  Any person or entity who-willfully violates this section shall be liable to the purchaser
of a separate interest which is subject to this section for actual damages occasioned thereby and, in
addition, shall pay a civil penalty in an amount not to exceed five hundred dollars ($500). In an
action to enforce this fiability, the prevaiiing party shall be awarded reasonable attorneys' fees.

{e}  Nothing in this section offects the validity of title to real property transferred in
violation of this section. :

® In addition to the requirements of this section, an owner transferring title to a
separate interest shall comply with applicable requirements of Sections 1133 and 1134,

§ 1368.4, Damage claim against developer; pre-filing notice to members

(@)  Notlater than 30 days prior to the filing of any civil action by the association against
the declarant or other developer of a common interest development for alleged damage to the
common areas, alleged damage to the separate interests that the association is obligated to
maintain or repair, or alleged damage to the separate interests that arises out of, or is integrally
related to, damage to the common areas or separate interests that the association is obligated to
maintain or repair, the board of directors of the association shall provide written notice to each
member of the association who appears on the records of the association when the notice is
provided. This notice shall specify all of the following:

(1} That a meeting will take place to discuss problems that may lead to the filing of @

civil action;

(2)  The options, including civil actions, that are available to address the problems; and

(3) The time and place of this meeting.

{b)  Notwithstanding subdivision (a), if the association has reason to befieve that the
applicable statute of limitations will expire before the association file the civil action, the association
may give the notice, as described above, within 30 days after the filing of the action.
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§ 1375. Damage claim against developer; notice to developer; other requirements

(a) Before an association commences an action for damages against a builder of a
common interest development based upon a claim for defects in the design or construction of the
common interest development, ail of the requirements of subdivisions {b) to (g), inclusive, shall be
met, except as otherwise provided in this section.

(b)(1) The association shall give written notice to the builder against whom the claim is
made. This notice shall include all of the following:

(A) A preliminary list of defects;

(B) A summary of the result of a survey or questionnaire distributed to
homeowners to determine the nature and extent of defects, if this survey has
been conducted or a questionnaire has been distributed; and

(C)  Either a summary of the results of testing conducted to determine the nature
and extent of defects or the actual test results, if this testing has been
conducted. .

(b)(2) The association's notice shall, upon delivery of the notice to the builder, commence a
petiod of time not to exceed 90 days, unless the association and builder agree to o ionger period,
during which the association and builder shall either, in accordance with the requirements of this
secti[cm, attempt to settle the dispute or attempt to agree to submit it to alternative dispute
resolution. _ ' '

(b}3) {A)  Except as provided in this section and notwithstanding any other provision of

_ law, the notice by the association shall, upon mailing, toll aff statutory and
contractual limitations on actions against all parties who may be responsible
for the damages claimed, whether named in the notice or not, including
claims for indemnity applicable to the claim, for a period of 150 days or @

' longer period agreed to in writing by the association and the builder.

(b)}3) (B}  Atany time, the builder may give written notice to cancel the tolling of the
statute of limitations provided in this section. Upon delivery of this written
cancellation notice, the association shall be relieved of any further obligations
to satisfy the requirements of this subdivision and subdivisions (c) to (e),
inclusive. The tolling of all applicable statutes of limitations shall cease 60
days after the written notice of cancellation by the builder is delivered to the
association. -

(b}3) (B)(1) Within 25 days of the date the association delivers the notice required by
subdivision (b), the builder may request in writing to meet and confer with the
board of directors of the association, and to inspect the project and conduct
testing, including testing that may cause physical damage to any property in
the development, in order o evaluate the claim. If the builder does not make
a timely request to meet and confer with the board of directors of the
association, or to conduct inspection and testing, the association shall be
relieved of any further obligations to satisfy the requirements of this subdivision
and subdivisions (d) and (e}, Unless the builder and assaciation otherwise
agree, the meeting shall take place no later than 10 days from the date of the
builder's written request, at 0 mutually agreeable time and place. The
meeting shall be subject to subdivision (g} of Section 1363. The discussions at
the meeting are privileged communications and are not admissible in evidence
in any civil action, unless the gssociction and builder consent to their
gd“mission. The meeting shall be for the purpose of discussing all of the

ollowing: ‘

(A)  The nature and extent of the claimed defects;

(B)  Proposed methods of repair, to the extent there is sufficient
information;

(C)  Proposals for submitting the dispute to alternative dispute resolution;
and _

(D}  Requests from the builder to inspect the project and conduct testing.
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(b)(3) (BX2) if the builder requests in writing to meet and confer with the board of directors
of the association pursuant to paragraph {1} of this subdivision, the builder
shall deliver the notice provided by the association to the builder pursuant to
subdivision (b) to any insurer that has issued a policy to the builder which
imposes upon the insurer a duty to defend the insured or indemnify the
insured for losses resulting from the defects identified in the notice required by
subdivision {b}. The notice by the builder shall, upon receipt, impose upon
that insurer any obligation which would be imposed under the terms of the
policy if the insured had been served with a summons and complaint for
damages. The builder shall inform the association when the buiider delivers
the notice to each insurer pursuant to this paragraph.

{dX1) I the association conducted inspection and testing prior to the date it sent the written
notice pursuant to subdivision (b), the association shall, at the earliest practicable date after the
meeting held pursuant to subdivision (c), make available for inspection and testing at least those
areas inspected or tested by the association. The inspection and testing shall be completed within
15 days from the date the association makes these areas available for inspection and testing,
unless the assaciation and builder agree to a
longer period. If the builder does not fimely complete the inspection and testing, the association
shall be relieved for any further obligations to satisfy the requirements of this subdivision and
subdivision (e}, The manner in which the inspection and testing shail be conducted, and the extent
of any inspection and testing to be conducted beyond that which was conducted by the association
prior to sending the notice, shall be set by agreement of the association and builder.

(d}(2) The builder shall pay ali costs of inspection and testing that is requested by the
builder, shall restore the property to the condition which existed immediately prior to the testing,
and shall indemnify the association and owner of the separate interest for any damages resuliing
from the testing. _ - - -

{dX3) Interior inspections of occupied separate interests and destructive testing of any
interior of a separate interest shall be conducted in accordance with the governing documents of
the association, unless otherwise agreed to by the owner of the separate interest. If the governing
documents of the association do not provide for inspection or testing of separate interests, this
inspection or testing shall be conducted in o manner and at a time agreed to by the owner of the
separgte interest.

{d)(4) The results of the inspection and testing shalf not be inadmissible in evidence in any
civil action solely because the inspection and testing was conducted pursuant to this section.

(&)1} \l\?i”fhin 30 days of the completion of inspection and testing or within 30 days of @
meeting held pursuant to subdivision (¢} if no inspection and testing is conducted pursuant to
subdivision (d), the builder shall submit to the association all of the following:

()1} (A) A request to meet with the board to discuss o written settfement offer;

(e)1) (B} A written settiement offer, and a concise explanation of the specific reasons
for the terms of the offer. This offer may include an offer to submit the dispute
to alternative dispute resolution;

{e)(1} {C) A statement that the builder has access to sufficient funds to satisfy the
conditions of the settlement offer; and

(e)1} () A summary of the results of testing conducted for the purpose of determining
the nature and extent of defects, if this testing has been conducted, unless the
association provided the builder with actual test results pursuant to subdivision
(b}, i]n which case the builder shall provide the asSociation with actual test
results.

{(e)l(2) if the builder does not timely submit the items required by this subdivision, the

Gs?ociation shall be relieved of any further obligations to satisfy the requirements of this subdivision
only.

(e{3) No jess than 10 days after the builder submits the items required by this paragraph,
the builder and the board of directors of the association shall meet and confer about the builder’s
settlerent offer, including any offer to submit the dispute to aiternative dispute resolution.
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{(f{1) At any time after the notice required by subdivision (b} is delivered to the builder, the
- association and builder may agree in writing to modify or excuse any of the time periods or other
obligations imposed by this section. , o '

{fi2) Except for the notice required pursuant to subdivision (g), all notices, requests,
statements, or other communications required pursuant to this section shall be delivered by one of
the following: '

({2} (A) By first-class registered or certified mail, return receipt requested; or

(f2) (B)  In any manner in which it is permissible to serve a summons pursuant to
Section 415.10 or 415.20 of the Code of Civil Procedure.

(@)  |f the board of directors of the association rejects a settiement offer presented at the
meeting held pursuant to subdivision {(c), the board shall comply with the requirements of
paragraph (1) of this subdivision. If the association is relieved of its cbligations to satisfy the
requirements of subdivisions (a) to (e}, inclusive, before all those requirements are satisfied, the
association shall comply with the requirements of paragraph (2} of this subdivision. Under no
circumstances shall the association be required to comply with both paragraph (1)} and paragraph
{2) of this subdivision.

{gi(1) (A)  If the association's board of directors rejects a settlement offer presented at the

: meeting held pursuant to subdivision (es, the board shail hold a meeting open

to each member of the association. The meeting shall be held no less than

[135 [cgioys before the association commences an action for damages against the

uilder.

{gi1) (B)  No less than 15 days before this meeting is held, a written notice shall be sent
to each member of the ossociation specifying all of the following:

. (i}  That a meeting will take place to discuss problems that may lead to the
filing of a civil action, and the time and place of this meeting;
(i)  The options that are available to address the problems, including the
filing of a civil action;

(it}  The complete text of any written settiement offer, and a concise
explanation of the specific reasons for the terms of the offer submitted
to the board pursuant to paragraph (1) of subdivision (e), received from
the builder and of any ofger by the builder to submit the dispute to
alternative dispute resolution; and

(iv}  The preliminary list of defects provided by the association to the builder
pursuant to subdivision (b} and a list of any other documents provided
by the association to the builder pursuant to subdivision {b), and
information about where and when members of the association may
inspect those documents,

(@) (1) {C}  The builder shall pay all expenses attributable to sending the settlement offer
and any offer for alternative dispute resolution to ali members of the
association. The bullder shall also pay the expense of holding the meeting,

- not to exceed three dollars {$3) per association member,

(g}1) (D)  The discussions at the meeting and the contents of the notice and the items
required to be specified in the notice pursuant to subparagraph (B), are
privileged communications and are not admissible in evidence in any civil
action, unless the association consents to their admission.

(@i1) (E) Cempliance with this paragraph shall excuse the association from satisfying
the requirements of Section 1368.4, _

g)2) If the association is relieved of its obligations to satisfy the requirements of
subdivisions (a) to (¢), inclusive, before all those requirements have been satisfied, the association
may commence an action for damages against the builder 30 days after sending a written notice to
each member specifying all of the following:

{@)2) (A}  The preliminary fist of defects provided by the association to the builder

. pursuant to subdivision (b), and a list of any other documents provided by the
association to the builder pursuant to subdivision (b), and information about
where and when members of the association may inspect those documents;

(gi2) (B) The options, including civil actions, that are available to address the problems;
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(g}2) {C) A statement that if 5 percent of the members of the association request a
special meeting of the members to discuss the matter within 15 days of the
date the notice is mailed or delivered to the members of the association, a
meeting of the members shall be held, unless governing documents of the
association provide for a different procedure for calling a special meeting of
the members, in which case, the statement shall inform the members of that

: procedure; and :

(@X2) (D) Compliance with this paragraph shall excuse the association from satisfying
the requirements of Section 1348.4.

(h}(1) The only method of seeking judicial relief for the failure of the association to cor[%ply
with this section shall be the assertion, as provided for in this subdivision, of a procedural deficiency
to an action for damages by the association against the builder after such an action has been filed.
A verified application asserting such a procedural deficiency shall be filed with the court no later
than 90 days after the answer to the plaintiff's complaint has been served, unless the court finds
that extraordinary conditions exist.

(h}(2} Upon the verified application of the association or the builder alleging substantial
noncompliance with this section, the court shall schedule a hearing within 21 days of the
application to determine whether the association or builder has substantially complied with this
s;?ction. The issue may be determined upon offidavits or upon oral testimony, in the discretion of
the court.

(h)(3) (A)  If the court finds that the association did not substantially comply with this
section, the court shall stay the action for up to 90 days to allow the
association to establish substantial compliance. The court shall set a hearing
within 90 days to determine substantial compliance by the association. At any
time, the court may, for good cause shown, extend the period of the stay upon *

. application of the association. ) - .

(h}3) (B) If, within the time set by the court pursuant to this section, the association has

_ not established that it has substantially complied with this section, the court
shall determine if, in the interest of justice, the action should be dismissed
without prejudice, or if another remedy should be fashioned. Underno
circumstances shall the court dismiss the action with prejudice as o result of
the association's failure to substantially comply with this section. In
determining the appropriate remedy, the court shall consider the extent to
which the builder has complied with this section.

(F)}3) (C) I the alleged noncompliance of either the builder or the association resulted
from the unreasonable withholding of consent for inspection or testing by an
owner of ¢ separate interest, it shall not be considered substantial
noncompliance, provided that the party alleged to be out of compliance did
not encourage the withholding of consent.

(h)}4) ¥ the court finds that the buiider did not pay all of the costs of inspection and testing
pursuant to paragraph (3} of subdivision (a), or that the builder did not pay its required share of the
 costs of holding the meeting and of all expenses attributable to sending the settlement offer
pursuant to subparagraph (C) of paragraph (1) of subdivision (g) of this section, the court shall
order the builder to pay any deficiencies within 30 days, with interest, and any additional remedy
which the court determines, in the interest of justice, should be fashioned.

{1 As used in this section:

{(D(1) “Association” shall have the same meaning as defined in subdivision (a} of Section

' (iX2) "Builder’ means the declarant, as defined in subdivision (g) of Section 1351.
(i)3) "Common interest development' shall have the same.meaning as in subdivision (c) of
Section 1351, except that it shall not include developments or projects with less than 20 units.
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EXHIBI] B
50 NESS MEMBERS 1
THIS SO 1{NESS BERSHIP AGREEMENT (this “Agreement”} 15 made and entered
mta s of the Jay of 53@000 by and betwezn INAME OF TO BE FORMED
HOMEQWNERS" ASSO‘SIATION FOR THE PROPERTY (thc "Axsocistion *)] and MISSION HILLS

COUNTRY CLUB. INC., 3 California corporation ("MBTC™). moﬁ‘\'cxaﬁ MMy esyen

1 B

Hills Homeowner's 0SS 00T on, T

RECITALS:

A The Asscoabion is 2 homeowners' sssociation formed for ths purpose of providing a
gaverning body for the property owners of the individual tots on that certam real property lecated in
Cathedral City, Riverside County, Californus, comprising Teact Map 29771 25 more particularly dtsenbed
n Exhubit A attached here to and made » pan hoeoof (the “Property ™). _
- B. MEHCC 15 the owner of the couptry ciub in Rancho Mirsge, Califorma known a5 “Mission

Hills Country Club” consi ting of. amung other things. three (3) 1 8-hole golf courses, a driving range. a golf
clubhouse, » temms/athiets Gcylity (noluding tvnis clubhouse) and sush additional smprovements as may
be w&s;m:te& in the future, as the forvgong may be modificd from dme to time (vollectively referred to us
the "Clob"}. ' - :

C Pursuant to that cermip {TO BE DRAPTED COVENANTS, CONDITIONS AND
RESTRICTIONS MAKING EACH OWNER IN THE SUBDIVISION A SOCIAL/FITNESS MEMBER]
{the “Declaration) recoriled i the Officiat Records of Riverside County, Crhfornia, atl Qwners (hereinafter
dcfined) arc automaticalls members of the Assotiation,

D. The Assouiatwn desitms 10 contract with MHCC o make censm preferential membership
privileges genersily availzble to Owners (" Sockal/Fness Membersiiips” or individually, o “Social/Fitness
Membership*). and ME3t 'C is willing 1o do 5o subject fo and upon the tarms and conditions hereof,

NOW, THEREER WL, in comsderanon of the sbove vecitalg :md th= mutoal covenanis and
‘agrewtents sef Forth herei and other pood and valuabis consideration, the reseipt and sufficiency of wineh
aro hettry atimowicdged the Association and MECC hereby agree a5 {ollows:

_ L Definstions. The Sollowing terms when used in this Agrecment shall have the meaaing:
indicated:

(3} “Declarant” shall mean [NAME OF DECLARANT].

()  “Development” shall mean the propesty covered by the Declaration, together with
such additional ral property, wheiber or not somtiguous or adiscent, which may boreafter be
annexed o and wiciuded under the Declaration and which is platted and developed as lots for the
canstructian of simgle farily homes, :

ey let” shal riean 2 parce] of single farmly recidential real property comprISIRg 4
portion of the De~ eloproent which 15 descrthed and refevenced by lot end tract and/or parvel number ‘)/_,
an a duly recorded tract or pareel map in the Map Records of Riverside County, California,

! Y MENT, : . : Embu 8.l
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td)  "Monthly Dues” shall memn an amaunt squal & the product of the tota! munber of
Qualifted Lots ma-ltiplied by the Monthly Dues Assessment. '

(e)  “Monibly Dues Assessment” shall mean the monthly charge set by MRCC for
making certain prrvileges of the Club available fo Owners of Qualified Loty a5 determined from time
to time by MHCC. mn 1z sole distretion,, but subgect to the [irutations set forth in Paragraph 5(b).

(63 "Owier” shiall ihcan and refer to the record owner, whether one or more persons
or entities, of the o ssmple title to anty Lot, but excluding persons or entities who hold an interest
merely as seaurib for the performanes of an obhigation.

{g) "« Junkified Lot" (callectively, the *Qualifice! Lats") shall mean any Lotupon which
a single fangly re idonse bag been constructed and imtally cocupved by an Qwnst ot a tenant of an
Qwmer. regardiess of wheiher the residence subsoquently becorscs ungccupied. For purposes of thue
Agteotnent, a rosi-lence shall be deerned occtipied (repardicea of whether it s actually occumed at
or before such tr) as of the first (151) day of the month mmncdiacly following the thonth in which
2 deed for the Lot is recorded or a Jease covenng the Lot andror residences is executed. .

) — "Social Mewber” shall mesn an mdiwndual who holds a Sosaal/Fitress Metuberehip
in the Club

(i} "1Jaqualifiet Lot Owper shall mean any Owner ofa Qualified Lot who completes
~ the required apbhcation and spples far, but is not accepted by MHCC 3. 2 Social Member:
provided, however, that an Unqualified Lot Owner shall not include anyone who while an Qwner

of 2 Qushificd Lot in the Development. has haid membership privileges in the Club suspended or
lerminated

2 SoumlEraess Memberships.

{a) Each Ouner of a Qualified Lot upon begoming a member of the Association, sl}all
have a right and oition 1o become a Sotial Member pursuast to the lerrns of this Agrocment, subject
to the following provisions:

() T he Qualified Lot maust be subjest to assessment under the Declaration at the time
tie Owrier elests to become 2 Social Member, : :

GD 7 he Owner must complete the membership application fumished by MHCCand be
arcepted into membership in the same manner as all other candidates for
nembership in the Clob.

i) At the option of MHCC, Dwrier may be tectiired to furmish proof of awnership of
a Qualiffed Lot.

&) I'aQualified Lotis owned by more than oiic individual, only one of the individuals
shall be entitled tr exercise the option to become the Sogial Momber for such Qualified Lot. Such
mdiwidual shall Tc designated Ty 2 written notice (0 the Asrociation and MHCC signed by alf
ndeviduyals ownivg the Qualificd Lot. Tn the absence of susir an agreement, the individual whose
name first appears on the deed evidencing the cureont ownership of the Qualified Lot shall be the

indlvidual entitle| to cxgreise such option. The tenant of a ~esidence on 3 Qualified Lot ghali not *Z/ :
be entitled to exercise the option to become the Social Metsher. .

SUBLEASLD LAND AGKE) MENT | Exbit 8.2
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{c) Al Ooners of Qualified Lots that are entities and not individuals shall not be
catitled 10 becom Social Members. but each Owner may designate ons (1) mdividual who resides
on the Qualified | ot swnizd by such Owner to exercise the option b become a Social Manber by
giving writien notite of such designation v MHCC. Such Owmers shall be liable with these
designices to MHC'C for al] charges incutred by the designecs. 1€ any desighee fals to pay any such
charges, the designating Owmer shall pay the saime upon written demanid by MHCC.

{d}  Any Owner or authorized designee desiniag io excreise the option to becone a
Socaal Member shall do so by giving written notics to MECC. Any notice prven by an asthotized
designee must i dude the designation required or perminzs! in accordance wath the forogoing
provistons, All dt stgnces shall be requirsd. o the sxtentapplicsbls. fo comply with all membership
eritevta and conditsans roquired of Owners hersi.

(@) An Qumer of 3 Qualificd Lot who bacomes a Social Member will beraccorded all
of the priviieges of membership acvorded by MECC from time 10 time to other holders of
Social/Fitness Memberships. As of the datc ofthis Agreement. a Social/Fitness Mombersip allows
the Sorial Membi r to use the switnming, athletic, croquet. voticyball, dining and social facilitics of
the Club. Subje: ¢ to the mantenance of acceplable eredit, Social Members shail be aliowed

* chargingprivilege s at the Club. SocislFitess Memberships do notentitle the holders to uac the golf
or tennis facilitier. Only Owriers of Qualificd Lots and thes authorized designees (as provided in
Pavapraphy 2{c) ahove) shall be sntitled to be Socis! Metvbers pursuamt to the terms of this
Agrezment. and the Social/ Fimess Memberships ate nontrunsferable.

. (b}  Thespouseand anyimrmarried childeen undet the age ol twenty-two (22) who reside
in the Social Merber's residence shall be entitled to the same privileges to usc the facilitics of the
Club as the Socia* Member. Guest privileges of Social Mowibers (cRiding the payment of guest
fers) shall he govemed by the bylaws and rules and regulativ:is of the Club, as amended from time.
o time. '

(3] E xcept as otherwise provided in this Agreement, = Social Member shall be swbrest
to the terms, conditions and restnctions of the bylaws and yules and regrulations of the Club (as they
may be changed «r modified from tumc to time), includiag, without hmitation, the right of MHCC
to suspend ot kerimnate a member's use of the Club for the vinlation of such bylaws or rules and
regulations by the metmbez o the membor's spouse, children or goests. Suspension or termination
of a Social Member's momberghip privileges shall not excuse the payment of the full amount of the
SociaVFitness Mumbership Assesstoent payable by sny Owner pursuant to the terms of the
Declsrabion, nor shell the suspension ceduce the amount of Monthly Dues payable by the
Association. :

(d)  AnOvwne of a Qualificd Lot (or autharized designees) acquinng » Social/Fitness
Membership shall niot have to pay any inittahon fee or monthly dues directly to MBCC for the
Social/Fitness Mi mbership duting the teren of this Agreement, it being undeestood that such fess arc
- covered by the Monthly Duss puid by the Association, ;
~ {c} A Socisl Member shail be allowed lo partizipate with other members of the Club
- in the Associate Club Intemationsl Program ("ACT Prograw®) 1o the extent that the Club is >
participant thereiry, The ACT Program allows members of » participating ¢lub to use fadilities of "@,

LEZA v, Khibat B-)
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ather participatin:: chubs, Such use 15 subject to the terms, cohditions and restrictions (including
radius restrictions ) of the ACI Program and of ¢lubs participating therein (as such terms, conditions
-and reytrictions m1y be changed or modificd from time to time) 3nd to the poyment of ul! usage feos
a5 may be required ander the rules and regulations of partizular parhowpanng clubs, The payment
of additronal duz: or fees may be required as  condition to parﬁcipation in the ACT Program,

An Owner shall automatically caase to be a Social Matuber upoa ceasing to be an
owner of 2 Qualitied Lot unless the Owner elects 1o continue mmbcrshlp in the Club ndependent
of the terms ol this Agreement. Any designated Social Member who is & resident of 2 home on a
Quahified Lot automatieally ceases 1o be 8 Social Member upon ceasing o be a resident of sach
home uniess the dvsignee elects 1o continue membership in the Club independent of the torms of this
Agreemnent. Toe fact that any Owner shall ecase to be & Sovisl- Member under the terms of this
Agreernent shall not reduce the Monthly Duss paysblc by ihe Associstion, In order to contiwe
menbership as 3 Socizl Member indapendent of the torms of this Agreement, the Owner or
authonzed design e must pay MHCC the standard initistion deposit for a Social/Fitness Membership

" gt that time and b pinipaying thcprevaslmg monthly dues for Secinl Mcrbers who arc not O\mcrs

of Quatified Lots

4, Merheship Duss Credit. In the cvent that an Qumer of a Quahfied Lat shall contract with
MHCC for a membership ither than 2 Socal/Fithess Mernbership, wich Owner shall receive a credit agamst
the monthly dues applicable for such additional membership of an amount cqual fo the Monthly Dues
Assessiont. Whety an Ovwner who hag electod a membershrp clasg o7 category other than z Social/Fitmees
Membership ceases to be »n Owner of s Qualified Lot, such eredit chail termitate md such individunl chall
be required to pay the full dues for such membership. '

5. Payments by the Assosiason.

(3)  Onthe first day of each calendar month during the korm of this Agreement. the
Associstion shall pay MHCC, in advance as dues for the usz of the Club, the Monthly Ducx, The
full amount of M- mthiy Dues shall be payable by the Associahon regardiess of the fact that one or
miote Owners max eloct not 1o bocome Socual Members. Monthly Shics for partal months shall be
promicd o a werkly basis.

(b}  Club Ovwner agrees thar the Momhly Ducs Asscastncnt shall remain at 340 per
month untif the thitd anniversary of the date of this Agrecment, #t which time it may be adfusted by
Club Owner. The Monthly Dues Assessmont shall not, however, be adjusted on an snnual
percentage basis vy more than the percentage increzse in the monthly dues chirged by MHCC to
hotders of SocuaVFitncss Mamberships who are not Qumers of Qualifivd Lots for the year 1»
question. The maxitum incrcase shall be comptited op the basis of MHCC's standavd quoted
monthly dues for SocialFitness Momberships.,

(€}  (m or before the fifteenth (15th) day of cach manth during the term of tins
Agreement. the Association shall furnish MHCC with a list (the "Qualifisd Lot List™) contalning
the addresses of o7t Quahified Lots and the names of the (wmers thereof 2s of the Jast day of the

preceding month. Fusther, 2sthe Asociation recetves notice of 2 changs in ownership of a Qualified
Lot.it shalf give rotice of the name of the iew Owrier thereof to MRCT, The Associahon also shall
give notice 16 MMCC when zny Owner of a Qualified Lot ceases to become s member of the
Associznion. For rpeses of dotermining Monthly Dues for » gpiven month, the number of Qualified
Lots shall be dersrmined by reference to the Qualhified Lot List required to be furmnished in the

preceding month
WW’M.—__ ' Exiib
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(@  Natwithstanding the payment provisions in Paragraph 5(a) above, the Association

shall by entitled to a credit against Monthly Ducs for cach Unqualificd Lot Owmer 1n an amount
equal to the Montidy Ducs Assessment. Ungualified Lot Owners shall not be subject to ary Monthly

Dues Assessinent by the Assotistion, '

6. Tom.

{a) T hat Agreevnoni shall be far a wrmof ten {1 §) years comamencing on the date bereo!
unless sooner terrunated as provided herein, provided, however, that such term shz!) automatically
be extcnded for forir {4) addstional loems of ten (10) years each (collectively. the "Estended Torms”
and each an “Exsended Term™) unless terminsted by MRCC upoe wntten notice given Lo the
Asspciation at lea st sixty (60} days prior to the expiration of the initial term or any Extended Term,
s the st may b

{(6)  In the event that MHCC elects to terminate this Agreement prior to the expiration
of all of the Exter ded Terms, each Owner of 2 Quatified Lot wha 15 a Socuzl Membéf may clest to
continue mcember-hip in the Clulb upon the payment of ths thes provailing monthly dues charged by
MHEC to Social Members at the Club. Those desiring to continue membcershop shatl not be charged
an sidinonal mibation fee or deposit as 2 condition {0 continuation.

{c) At any e within ninety (90) days follewing the commencement of any Extended

Term, the Associstion shall have the right to larminate this Agreetent if, butonly i, the Association

shali first have chiained the approval of such clection to termmate from ot lesz tian 66.57% of ail
Owrees of Qualified Lots 28 provided o the Declaration. Such slection must be evidenced by signed
bailots from all such Owmers cxecuted during the ninety (90) day penod following the
commeticement of the then current Extended Tam. Following aa clection by the Asspeiation to
trromnate. gach S-cisl/Fimess Membership acquired pursuent to the terms of this Agresment shall
terminate cffcetive ag of the termmation date of this Agreement uniless the holder thersof elects to
remain 1 Sotial Member by paying MHCC the standard mtiation deposit for a social/fitness
membershps ok Bt time and agreving 1o pay the then provailing dues cherged by MHCC for such
rwembetsinp, provided, howevet, that no such additional sum shall be payatle by an Owner wiw
previpusty paid an initabion deposit or joining fee to MITCC and has maintained a continuous
membership in the Club.

1. SeialFirsss Merbersun Assossment,

(a2} Cnorbefore Dotaber 15t of ach calenday year. MHCC will notify the Association
of the smount of Monthly Dues Assesstaent et by MRCC for the upcoming calendar year  If
MHCC shall fail ‘o notify the Association of such amount by the specified date, the Monthly Dues
Asscsyment shall be deemied to be the aimownt of the then eurrent Monthly Dues Agsessmatit,
Following the de'ermination of the Monthly Dues Asscssmient, the Assocmtion will assess and
cotlect from Oumers of Qualifled Lots the "Social/Fitnesy Mctobership Assessment”™ (as defined in
the Declaration]) pursuant to and iy accordatice with the Declurstion. On the first day of esch and
¢very month thervafier during the term of this Agreement, the Astaciauon shall provide 10 MHCC
a ligt of all Ownere who are delinquent in the payment of the SocialFitness Mernborshup
Asyessiment, whin i list also shall set forth the aoumts of such delinquencics. In addition to all
nphts and remed es available to MHCC hereunder. at law or in equity, MHCC may suspend the
SocialiFitness Mo mbership and other privileges nf any Owner who is delinquent m the payment of
the Social/Fitnes: Membetshwp Assessment during the period of any such delinquenay, \{/

L)
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il

) NHCC and 115 ageats shall have the nght to audit and wspect the Assocsation’s
tecords conceming Socral/Fitnest Membershup Assesaments at all msomblc times dunihg normal
“business hours. MHCU shall bear the cost of any such audit.

8. Defaunit by MBCC, MHCC shall be in default hercunder {a “MIRCC Defanit”) if MHCC
shat! fail to comply with 21y {erm. provision or covenant of this Agreement snd such failure shall continue
for thatty (30) days after w itten notice theteof Yo MHCC spesifying in detail the torm, provision o covenant
et performied and the act-on requited to Sure the failure, provided that, i MHCC takes action to qure such
faslure withun such tharty ( 10) day penod. but is unubie, by reanen of the nature of the work wvolved, to supe
the same within such peond, MHCC shall oot be deemed to have committed 8 MHCC Dsfauit if MBCC

thereafter :Iihgmtly pursies the curing of the same.

9, Eemodier of tie Assocjation.

{a) I the eventa M{CCDefault shall havo nccurred and be continuing. the Association
shall have the rigid at 1s elechion, then or any timns theesafler while such failure shill contoue, {o
pursue any onc o more of the following romcdies: .
() Suck speaific perfontance of the dzfau!ﬁng party's obligations or injanciive toliel,
a+ applicable, and

i {tf) Ering a claim for darmages.

' ()] Subgnct to Paragraph 12, no temedy granted to the Association 1s mitended o be
exclumive of any +ther remedies herein of by law provided. but cach shall be cunlative and shall
be it ackdition to ¢ «crydbermmdyngm heretridet or now or hereafler cxrsungat law, m equity.
or by statute. Nolelay or omission by the Associabion to sxervise any right accruing uoon 2 default
by the Assocratiov which contities beyond the pplicable cure penod shall impair the Association'
exercive of any tisht or shall be construad to be a waiver of any default or acquicscence thersto.

10,  Defsultbvihe Association. The Association shall be in defsult hereunder (an “Associntion
Defaalt™) if the Associati-n shall £1 to comply with sny tenm, provision ot sovenant of this Agreementand
such faiture shatl continu- for therty (30) drys after written notice thereof to the Association specifying in
deail the werm, provisiog o covenant not petformed and the ection reguired to cure the farhure, provided that,
i the Assoclation takes action to curz such falure within such tiirty (30) day penod, but is unable, by resson
of the natire of the work involved. to ctre the same wathin such periad, the Association shall nat be decred
to have commtitted an Aggeciztion Dafault if Association thereafier diligently pursues the susing of the same.

1. Bemsthe of MHCC.

[£)] I the cvem a Assottation Default shﬂ! have Wd and bo continung, MHCC
- shall have the right at its election, then or at any time thereaficr while such failore shall continue.
to pursue sny one or mare of the {ollowing romedies:

(Y] Semk spu:sﬁc performance of the deim!mmmblxgaﬁmsmsmtmcﬂw relief.
#% applicabls; and

(i) P'ring aclaim for damages. L —2’

il
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&) B sddibon to the remedies provided in Paragraph 10 sbovs, in the event the
Association shall fail to pay the Monthly Dues in foll when dve. MHCC may. as provded m
Paragraph 6 hereof, suspend the Social/Fitness Membership and other pnvﬂ:gcs in the Club of any
Dwirer whe failed to pay the Social/Fitness Membership Assessment when due in sccordanoe with
the tormg of the Tteclavaton  Further, if the Assncration shall fail o puy the Monthly Dues when
due and payable and e Association shall have collected from Comers of Qualified Lots the
Bocinl/Fitness Memberchip Assessment, but failed o pay to MUCC alt amounts so collected MHCC
ooy suspend Social/Fiiness Membership privileges of alt Ownees until such hmea as the Association
pays to MHCC the full amount of the Social/Fitness Memborship Assessmant collected from all
Oumers.

() & i monthly facilities fees, monthly dues and sther sums not pmd by the Associahon
when due shal) beas thterest at the rate which iz the lesser of (i) eighteen percent (18%) per snnum
ot (i} the thaxier-m ptmsnblc rate of intercst altowed by applicable law,

()  Subject to Parapraph 12. oo mmdy gratied to the MHCC 15 mtended to be
exclasive of atty wther temedies herein or by law provided, but each shal! be cupmlative and shall
be in addition to ¢ very other temedy grven hereunder ot now or fereafier oxisting at law, mogquty,
of by statute, No -lelsy or ormission by the MHCC 40 oxcreise sy nght acoruing upon a defauit by
the Azeaciation whitchcontintes beyond the applicable cure period shall imparr the MECC's exercise -
of any right or sho1l be construed tp be # waiver of any default or scquicscence thereto. :

12, uzlmugm mmmmllamtbycmpmyhmmducmazzmm _
of this Agreement prige to the expitation of the tetmn hereof, | .

13. Amendment. This Agreement may be ametided only Ly written jnstrument executed by the
Associabon and MECC,

14, M‘zm WCCshzlihmethenghtalany mesand from time to time 1o change.
amend or modify the classes of memberchit i the Club, the fees and dues applicable thereto and the bylaws,
rules and reguianons of the Club: provided however, that duning the term of this Agreement, MHCC zhall
not without the prior watten consent of the Association climinate Social/Fitness Merberships.

15. Notiges. Any notics, approval, acceptance or other commnication required or permitted
hereunder shall be i writ'ng and may be delivered personally, by facsimile transmsission or sent by United
States Matl, postage prep:dd. registered or certified, retum reccipt tzquested, addressed as follows:

To the Association; A mo Sonzales
Lin

N

With 4 copy (o W Curt Ealy, Eeq,
' Selzex, Ealy, Hmpl-nll & Blasdel LUP
777 E. Taliguitz Canyoh Way, Suite 328
Pam Spnings. CTA 92162

.

MENT
R 23T Al Sublessed Land Apr? wpd (12-20.009
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To MHCC: " Miasuor Hills Country Club, Inc.
34,500 Mrssion Hills Dmve
Rancho Mirage, CA 92270
Artn: Tom Catanzarite, General Manager

With copres to: Mission Hills Country Club. Inc.
o "~ PO. Box 319012
Dallas. TX 75331-9012
Attn: President

Mission Hitls Country Club, Inc.
P.O. Box 819012

Dallas, TX 753819012

Attt General Counsel

or 10 such other address designated by the parties provided above. Any such notice shall be deemed
sffective only upon recoitt, or if sent by cerfified or registered .5, Matl ratum receipt requested, and
refused, upon the date of 1efusal as showri on the retum receipt. o '

16, NoModiwatonof Declatation. The Asvociation snd Declarantagroe thatno modifications.
ametsdments. changes, ad-litions or deletions tu the Declaration that sdversely alfect cither the abality
of the Association to perform sts obfigations under this Agreetment or the nghts of MECT under this
Agreament witl be made ithout the prior written comsent 6f MRCC. Declarant further agree to bind any
successor or assigns of :ny of their nghts ander the Declaration to the restrichions contamed in this
faragraph, . T

17.  Limited ¥ iability of the Associstion. The Association shall have no hability v MECT ot
amy Secial Mamber for (i) any violation by any Soaial Member of the bylaws and nidey snd regulations of
the Club. (i1} the faiture of any Social Momber o comply with the Chuby's membership applicanon of rmake
any payments duc direetly to Club, and (iii) the failure of MHCC to honor the teams of or provide s
SocialfFitmess Membershp to any Qualified Lot Owner or.authorized degignee, “

18.  Arbjratun. Anydispule or conroversy arising out of, or relating to, this Agresment, or the
breach thereof, mvolving claims 30 excess of the jurisdictional limits of the amall claims court or s
equrvalent in Riverside ¢ ‘ounty, Califorma, shall be settled by binding arbairation administered by the
American Arbitration Ass+seution inaccordance with its rles. Any judgroent rendeted by the asirtrator may
be ctitered it anry court having jurisdiction thereof. The arbitration shall be heard in the Riverside County,
ma Jegal 1ssues shsl be decidod under the laws of the State of Califomia, Yhe parties shal! be entitled to
reasanable. but linuted, drscovery prioe Lo the wrintration, The initiating party shall grve written notice to
the other party of 1ts intertion to atbittate, swhich notice shall contain a starement setting forth the natare of
the dispute. the amount itvolved, 1€any, and the remedy sought, and shatl file at the office of the Asnerican
Arbitration Association uesrest to the Club three (3) copies of the notice and three (3) copics of this
abitrabon provision, togsther with the appropruate filing fee. as provided by the Ameriean Arbitration
Association, The arbitrator shall be solected by using the listing process under the American Arbatration
Associanon’s rules. The a-bitrator shall awurd to the prevaiting party, if any. as determined by the arbitrator,
ail of its costs and expenies  “Costx xnd expensws”™ shall mean all reasopable pre-award expenses of the
atbitration, mcluding the :rbitratoc's foes, administrative fees, travel cxpenses. out-of-pocket exprnses sugh
a5 copying and telephone , watness fess, and sttornays’ fees. By agrecing to be bound by arbitration, ths
pitrtes are ttending to net only warve any tight of tial by sury. but «lso to waive any nghts to sppeal "-Z,/
arbitranon finding. : 8‘
SUBLEASED LANR AGRELMENT . Exbibie B8
A ZITNAT S iticased Lard Agrs wpd (13-26-00)
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19.  Attorneys Fess. Inthooventof any atbitration asuonorproceedmzbrvu;htbyﬁﬁmrpw
against the othar arising ort of this Agreemnent or any court procesdings to enforce an arbivation award, the
prevailing party shall be eatitled to recover reasonable attorneys fees and costs ancurred in such action.

20.  Fugher Ingruments. MECC wail, whenever reasonsbly requested by the Associstion and
c&c Association will whenrver reasonably requested by MHCC, excoute acknowledge and deltver, or cause
to be executed, acknowle lged and delivered, any and all conveyances, azsignments and ofhor instryments
and documents which mey be reasonably necessary in order w0 complete the transactions contemplated
hﬁebymdtocany out th- termys and provivions of this Aprecmcont,

2l Independ st Tntity. The Association recognizes and acknowledpes that it is looking to
MHCC for the performanc ¢ of the obligations under this Agrestnent. The Association furthes recognizes and
acknowledges that no oth: 7 entity or entities, inchuding ClubCorp USA, Inc. or aay of s affiliated entives
15 i sny manner hable of responsible for the obligations and liabilities of MHCC under this Agresment.
Nothing herein is intended to cxempt any person or entity from habahty under the Untform Fraudulent
Transler Act, the Federal Bankrupicy Code or any other similar faw. [t is agreed snd understood betwoery
_  the parties hereto that the varent tnd 2 Mfihated entitics of MHCC may provide services for fee to MRCCand
- that the providing of such services for 2 fee and the actions taken i providing such services shall, of
themzelves, u1 a0 Mmanner be constried to constitute the undevtaking by suchparcator affihated entity of any
obligation, duty nr habilitv under this Agreement.

22, Ng Lhid Pasty Beneficiaries. Nothing herein contzined shall bc doamed tg estabhish sny
rights of third parties agasnst the parties hereto; it beng the wtent that the rights and obligations set forth .
l::reinarcthoseoﬂh:pmum:lm:.Wiﬂlmthirdpambmuﬁdazyr@minmded :

_ 3. NeFParn M}fm Nothing contaned m thig Agrumznt shall be deomed or
conmtrucd by the parbes hereto or by any third party as eresting the relationghip of {1} principal and agent.
{1} & partnership, or {iii) » joint venture betweon the parnes

24, Counterp.mts- This Agreement sy beexecuted in any number of omtapammtluhem
effcat ay if all parties hereto had signed the same docunwnt Al such counterparts shall be constnied
tngether and shall congtitusc one instrument. butin making proof hereof it shait oniybe Mcmﬂ? W produce
one such counterpart,

25, Tmoc of the Exsence. Time is of the csscnce with respect to the performatice of all
obligations provided here'n and the consummation of a1l tansactions contemplated hereby.

26.  GoverpingLaw, This Agreement shall be governed consttucd, enforced and interprvied in
accordance with the laws of the State of California and applicable foderal law,

17, Bindmp) fHect Thaskmwmmﬂbebmdmgupcnmd imuoeto the benefit of the parties,
and thesr respective succr ssurs aned 2ssigns; provided, however, that this prnmt ehail not be assigned
by the Agsociation withot the prior writien consent of MHCC.

28 Equrs Ar This Ag’oemeﬂt comstsates the entire Ag-rumént among the parties and
may not be moedified or 2nended oXdept by wnien in;hpm: executed by all partios.

IN WITNESS WHEREOF the parties have executed this Agreement as of the dm: first l&‘ﬂ/ —Z‘"
i

written,

SUBLEASEN L AND AGREFMENT Exmb
RQDRM Supiomed Lard Ap2 wod (12-26-00)
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MHCC:

MISSION HILLS COUNTRY CLUR, INC,

By: -744%%.- A

MName:__ oo™y
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