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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 GROUPTLLC ('1Declarant'5.

RECITALS:

A. Dec!arant is the owner in fee of the real property ('Original Property') in Cathedral
City, County of Riverside, Skate of California, egaUy described inattached Exhibit

B. Declararit intends to develop the Property into a residential planneddevelopment
project ('Project") under the provisions of California Civil Code Section 1351(k), .i

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 Additional Property within the coverage of this
Declaration and within the jurisdiction of the same Association that has been
established to administer, operate and maintain the Common Areas ofthe Original
Property.

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

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.
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G. Dedarant intends by this document to impose upon the Original Property, and any
portions of the Additional Property that will be annexed in the future ondj brought
within the coverage of this Declaration and the jurisdiction ofthe 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 futurebe annexed and brought within
the coverage of this Declaration and the jurisdiction of theAssociation, shall be held
conveyed, mortgaged, encumbered, leased, rented, used, occupied, sold, and improved,
subject to the following declarations, limitations, covenants, 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 shall constitute equitable servitudes in accordance withCivil
Code Section 1 354 and shall be binding upon Declarant and its successors and assignees,
Owners, and all parties having or acquiring any right, titleor interest in or to any part of
the Property.
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ARTICLE I

DEFINiTIONS

The following definitions apply unless otherwise required by the context:

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

"Alternative Dipute Resolution" CADR") - 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) areconducted by cx neutral third
party, such as an arbitrator or a retired judge.

(a) "Mediation" is an informal settlement procedure aided by a neutralthird party.

(b) "flip_ding 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 party in a court having jurisdiction. The decision or
award rendered in Binding Arbitration is final.

(c) "Non-bmdinci Arbitration" is a formal non-judicial procedure wherein after anaward
or decision by arbitration, the matter may be heard and decided anew by a court of
law having jurisdiction.

"Approval" - Prior written approval, -

"Architectural Corn mittee" - The committee created pursuant to the Article herein entitled
"Architectural Control'.

"Articles" - The Articles of incorporation of the Association, includingany amendments.

"Association'1 - Artisan Collection at Mission Hills, Inc.. a California nonprofit mutual
benefit corporation formed (or to be formed) to govern theProject, its successors and
assignees. The term includes its agents, the Board or anycommittee as applicable.

"Assessments" - All types of Association charges and Assessments levied against the
Owners and their respective Lots. The three (3) types ofassessments are Regular
Assessments? Special Assessments, and Compliance Assessments.

"eneficiarv" - The lender on the security of a promissory note and Deed of Trust.

"Board" or "Board cf Director? - The Board of Directorsof the Association.

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

"Code Section" - Any reference to "Code SectianL(e.g "Civil Code","Vehicle Code') refers
to Codes of the State of California. Reference to anyspecific Code Section shall include
any future successor Code sections. -
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"CQrnrnon Area(s)" and "Common Facilities" - 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 time ofthe conveyance to a third-party purchaser of
the first residential Lot within the Property is described in Exhibit "B".

"Common Exøense" - The actual and estimated expenses of theAssociation in
performing its duties as set forth in the Governing Documents.

"Decla rant" - 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.

"Declaratiqjj" - This instrument and any amendments.

"Deed of Trus? - 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.

'Q" - 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.

"EllA" - The Federal Housing Administration of the United States Department of Housing
ond Urban Development and any department or agency of the United States government
which succeeds to the F HA's function of insuring notes secured by Mortgages on
residential real estate. -

"FHLMC" - The Federal Home Loan Mortgage Corporation created byTitle H of the
Emergency Home Finance Act of 1970, and any successors to such corporation.

"FNMA" - The Federal National Mortgage Associatiob, a government-sponsored private
corporation established pursuant to Title VIII of the Housing and Urban Development Act
of 1968, and any successors to such corporation.

"GNMA" - The Government National Mortgage Association administered by the United
States Department of Housing and Urban Development, and any successorsto such
assodation.

"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 Mortgapee" — 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.

"g" - Any of the Lots in the Property as shown on the Tract Map designed and intended
for construction of a Residence. "Lot'1 does not include Common Area Lots.

"Manager" or "Monagfrig_Acent" - The party contractually engaged by the Association or
Decla rant and charged with the management of the CommonArea(s) and the
performance of other duties of the Association.
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"Memb' - Any person who is a Member of theAssociation based upon the provisions of
the Governing Documents.

"Mortgo&' - Atwo party security instrument pledging land as securityfor the
performance of an obligation. Reference to Mortgage irtdudes the Deed of Trust.

"Mortgp" - The party entitled 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.

- The party executing a Mortgage. Reference to Mortgagor includes the
Trustorunderthe Deed of Trust.

"Notice and a Heajjpg' - A notice of time and an opportunity for a hearing as provided
for in the Governing Documents.

- An Owner. resident guest, invitee, tenant lessee1 sublessee, orother
person residing in a Residence.

"Owner1Y' - The parties (including Declarant) holding a recorded feesimple interest in a
Lot, or the vendee of a Lot under an installment land sales contract. "Owner does not
include any party having an interest in ci Lot merely as security for the performance of an
obligation.

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

"Phase1 - That portion of the Properly identified as a "Phase" in a DRE Final Subdivision
Public Report, -

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

- Members entitled to vote (in person or by proxy) holding a majority of the
Total Voting Power of the Association constitute specifically, a quorumfor business
transactions at all Member meetings (except as otherwise specifically providedin this
Declaration or the Bylaws of the Association),

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

Residen" - 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 setforth in the Governing
Documents.

"Rules and Regulation? - The rules as established and adoptedby the Board and/or
Architectural Committee as provided for in this Declaration.
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"Special Assessments" - Assessments levied on an cs-needed basis tomeet expenses of
any extraordinary or capitol nature, or imposed against a particularOwner in order to
reimburse the Association for any costs Incurred in connection withthat Owner's Violation
of the Governing Documents, or a monetary penalty imposed bythe Association as a
disciplinary measure for failure 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 would include any suspendedvote(s).)

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

- The Department of Veterans Affairs of the United States and any deportment or
agency of the federal government which succeeds to VA's functionof issuing guarantees of
notes secured by Mortgages on residential real estate.
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ARTICLE LI

PROPERTY RIGHTS IN COMMON AREA(S)

2.01 Common Areciand Purposes.

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

-
limitations described in the Governing Documents,

(b) Common Area(s) and related facilities and improvements exist solely foruse by the
Lot Owners, their families, tenants, and guests.

(c) 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.

2.02 Egsements of Enjoyjnent.

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

2.03 DelegatLon of Use.

An Owner may delegate his/her rights of use and enjoymentof any Common Area
facilities to the members of his/her immediate family, and guests and invitees. If an
Owner has rented or leased his/her Lot, such rights shall be automatically delegated
to the tenants or lessees for the duration of theirtenancy, and the Owner shall
forfeit any rights to use and enjoy any such facilities for the duration of such
tenancy. With respect to an installment land sales contract, the seller under the
contract shall be deemed to have delegated his/her rights to use and enjoy any such
facilities to the purchaser under the contract.
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ARTICLE Ill

GENERAL RESTRICTIONS

3.01 Single Family Resideritiel Use.

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

3.02 Business or Commercial Activity.

Sub3ect to Dedaranfs 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 thereis no external
evidence of any such occupation, such as an unreasonable increasein visitors, or
an increase in the sound or smell emanating from the Lot affecting other residents.

3.03 Rights Reserved by C'eclarant.

(a) While any Lot remains unsold and for no longer than five (5) years from the First
Sale, far the most recent phase, the Declarant may dothe following:

(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.

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

3M4 Temporary Structur.

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.

3.05 Signs,

(a) The Declarant may erect and maintain any signs, advertising devicesor structures
to conduct development, and sale or leasing operations while any Lot remains
unsold and for no longer than five (5) years from the date of the First Sale in the
most recent phase.

(b) An Owner may advertise a Lot for sale or leasewith one (1) standard real estate
sign of reasonable color and display qualities and with amaximum face area of six
(6) square feet.
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(a) No other sign or advertising device may be displayed anywhereon the Property
without the prior written consent of the Association.

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

3.06 Debris,Trcish and Refuse.

(a) Weeds, rubbish, debris, objects or rnateridts that are unsanitary, unsightly, or
offensive are not permitted on the Property.

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

(c) Rubbish containers may be placed temporarily for pick-up (not toexceed twenty-
four (24) hours before and after scheduled trash collection hours, except with Board
approval).

I

(d) Driveways must be kept clean and free of oil stains.

3.07 Exterior Clothes Unes.

Exterior clothes tines may not be erected and cLothes maynot be dried outdoors.

3.08 Nuisances.

(a) Illegal, offensive, or obnoxious actions that interfere with an Occupants quiet
enjoyment, or may impair the structural integrity of any building, are not permitted
on the Property.

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

3.09 Qwner'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 costof repairs and
improvements.

3.10 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, natural
gas, minerals, hydrocarbons, gravel or any earth substance.
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3.11 Indemnity by Owner of the Association.

Each Owner shall defend and inden-inify and hold the Associationand other Owners
harmless without limitation on any claims arising from the Owner's negligence or
wiflful misconduct (or the Owne?s family members, relatives, guests or invitees) for
damages sustained on the Common Area(s), including any costs incurred.

3.12 Exterior Apparatus Regulations.

Subject to California Code Section 1376 and any applicable decisionsof the
Federal Communication Commission, eLectrical or telephone wiring, antennae,
satellite dishes (or thy other electronic receiving or broadcasting device), etc., are
not permitted unless authorized by the Architectural Committee.

3.13 Window Covers.

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

3.14 Leasing.

An Owner may rent a Lot for residential purposes provided:

- (a) There is a written agreement;

(b) The lease states it is subject to all the provisions of the Governing
Dacu ments;

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

(d) The Association and each Owner shall have a right of action directly against any
tenant'Occupant for any breach of any provision af the GoverningDocuments.

3.15 California Vehicle Code and Parkina Regulations.

(a) All applicable provisions of the California Vehicle Code will be enforced on any
private streets on the Property in accordance with California VehicleCode Section
22658.2 (or any successor statute regarding removal of parked cars and requtred
warning signs).

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

(c) The Association has the right and obligation to enforce all parking restrictions and
to (eRwve any violating vehicles in accordance with the CaliforniaVehicle Code, or
other applicable laws,

(d) Th elevant City or County has the right (but not the duty) to enforce parking
restrictions in accordance with the California Vehicle Code and allother applicable
laws.
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(e) Parking is permitted in driveways, as long as it does not obstruct free traffic flow,
constitute a nuisance, violate the Rules and Regulations, or otherwisecreate a
safety hazard.

(f) Only passenger motor vehicles may be parked in the parking areas.

(g) The following vehicles and actions are not permitted unless parkedwholly within a
garage with the doors closed or within the backyard so as not to be visible from
neighboring Property:

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

(2) Restoring or repairing vehicles on the Property, or any repairactivity the
Association deems a nuisance.

(h) The Association may establish "Parking" and "No Parking1' areas within the Common
Area(s), in accordance with California Vehicle Code Section 22658.2 (orsuccessor
statute).

(i) Garage doors, if any, may not be left open, exceptas temporarily necessary or while
used for entering or exiting.

3.16 Animal Limitatipris.

(a) Customary household pets may be kept in the Lot, providedthey are not kept, bred
or raised for commercial purposes and they are kept under reasonable control at all
times.

- -

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

(c) Any animals that unreasonably bother or annoy other Owners may not be kept on
the Property (for example, excessive barking).

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

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

(f) A dog whose barking unreasonably disturbs other Owners will notbe permitted to
remain on the Property.

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

(h) Each Owner shall indemnify and hold harmless oil other Owners, the management
company, the Association and the Board of Directors from any and all losses, costs,
and liability arising from having any pet on the Property.
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3.17 Common Fences.

(a) An easement exists appurtenant to any Lot for any "Common Fences" (fences on
boundary lines between the Lots and/or Common Area(s)) originalSy instaUedby the
Declarant, whether or not the fences are located precisely on the Lot boundary line.

(b) Owners with a Common Fence hove on equal right to use the fence, with the
following provisions:

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

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

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

(4) Owners may not threaten or impair the structural integrity of the Common
Fence; and

(5) If any portion of the fence (other than the interiorsurface of one (1) side) is
damaged by any cause other than the act or negligenceof either party, it
must be repaWed or rebuilt at the re'evant Owners' joint expense.
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ARTICLE lv

HOMEOWNERS1 ASSOCIATION

4.01 Organization.

The Association is a California nonprofit mutual benefit corporation charged with
the duties and vested with the powers prescribed by law andset forth in the
Restrictions.

4.02 Membership.

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

4.03 Transfer of Membership.

(a) Membership of each Owner shall be appurtenant to the Lot owned, and may only
be (and is automatically) transferred upon conveyance of title to a Lot to the new
Owner.

(b) In connection with any transfer or change of ownership ofany Lot, the Association
and each Owner must comply with Civil Code Section 1368.

4.04 Co-Owners,

(a) Each Lot is entitled to one (1) vote.

(b) Each Lot's vote is cast as a single unit, without fraction.

(c) 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.

(d) If ci Co-Owner casts a vote representing a certain Lot, it will be presumed for all
purposes to be ci vote with the authority and consent ofall other Owners of the Lot.

4.05 Membership Classes and Voting Rights.

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

(b) Class A Member! - All Lot Owners (other than Declarant). Each Lot is entitled to
one () vote.

(c) Class_B Member - The Declarant, entited to three (3) votesfor each Lot owned.
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(d) Class B Membership ceases and converts to Class A Membership when either of the
following occurs:

(1) Iwo (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.

(e) 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.

4.06 YotinQ Requirements.

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

(1) If both Class A and Class B Members exist, the required vote is a bare
majority of Class B voting power, and the prescribed majorityof 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.

(b) Unless otherwise specifically required, Membership approval requires the affirmative
vote of a majoity of a quorum of each class of Membership (after conversion1 Class
A only). -

(c) With the exception of the provisions of the Article herein entitled ¶nforcenient of
Declaranfs Obligation to Complete Common Area lniprovenients', no provision
which requires the approval of a prescribed majority of thevoting power of
Members of the Association other than the Declarant for action to be taken by the
Association is intended to preclude the Declarant from casting votesattributable to
Lots which Declarant owns.
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ARTICLE V

DUT1ES AND POWERS OF THE ASSOCIATION

5.01 Duties and Powers of the Association.

The Association has all of the powers of a California nonprofit mutual benefit
corporation, generally to act as necessary and proper for the peace, health,
comfort, safety and general welfare of its Members, ubject to the limitations set
forth in the Restrictions,

5.02 Maintenance Responsibilities.

The Association shall:

(a) Maintain and repair the Comn'ion 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 damagecaused by a
willful or negligent act by an Owner, family member, guest, tenant, or invitee. The
cost and responsibility for ally and all such repair must be borne by the person
causing the damage, or the relevant Lot Owner.

(b) Pay real and personal property taxes or charges assessed againstany part of the
Common Area(s). - -

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

(d) 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 priorto the disposition of any
property to satisfy the payment of taxes.

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

(I) 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 (1 0) day written notice to
the Association and each FNMA Mortgage servicer before the bond is
cancelled or modified for any reason.

(2) If the Association enters into a professional nianagernent contract beforethe
conversion of Class B to Class A memberships, the contractmust include a
right of termination without cause (with an advance notice of thirty (30) days
and without payment of any penalty) that the Association may exercise at
any time after conversion.
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(3) Members of the Association are not fable for any omissionor improper act
of the Manager.

(f) Hove the power to establish and maintain working capital, reserveand/or
contingency funds in reasonable amounts to be determined by the Board.

(g) 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 securityfor money borrowedor
debts incurred.

(h) Have the authority, through the Board, to enter into a maintenance agreement, as
approved by DRE, with Declarant for temporary suspension of a portion of Regular
Assessments.

503 Insurance,

(a) Blanket insurance policy premiums are a Common Expense to be included in the
regular Assessments.

(b) The Board shall obtain and maintain the following specified (orequivalent)
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 depredation or
coinsurance:

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

(3) Comprehensive public liability insurance in a reasonably prudent amount
specified by Civil Code Section 1365.7 (See Exhibit "ID") thatcovers the
Association, Board, Managing Agent, Owners, Occupants and any other
agents or employees inddent to the ownership or use of Common Area(s)
against physical injury1 death and property damage arising out ofa single
occurrence. The Board should consider maintaining insurance in the amount
specified by Section 1365.7 (see Exhibit uDt) and the notification
requirements of that Section.

(4) if available, an extended coverage endorsement clause known as "Special
Form", and a clause that permits a cash settlement tocover the full value of
improvements in case of destruction and a subsequent decision not to
rebuild.

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

(6) Workers'lsQrnpensotion 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 aggregate Assessments on all Lots and
reserve funds) that could be affected by the dishonest act of any person who
handles funds for the Owners' benefit.
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(c) Insurance proceeds are payable to the named insureds, except for the Owners'
interests in such proceeds, which are payable to the Association as trustee for their
benefit, as provided for below.

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

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

(f) Fidelity bonds must provide for a ten (10) day written notice of modification or
termination to any insurance trustee, and to each FNMA servicerwho has filed ci
written request with the carrier for such notice.

(g) The Association is not obligated to provide intro-Lot public liabilityinsurance or any
protection against risks customarily covered under thomeownerst or "broad fort-n
homeowner? policies. Owners may individually insure against such risks.

(N) Any insurance policy the Association deems appropriate.

(i) At least annually, the Board must review the Associatiortts insurance policies.

(1) If economically feasible, prior to each annual review the Board shall obtairra
current appraisal of the full replacement value of Common Area improvements
(except for foundations and footings) without deduction for depreciation.

(k) Association insurance policies shall contain the following provisions, if available:

(1) Statements that the policies are primary and non-contributing;

(2) Statements that on Owner's conduct will not constitute grounds foravoiding
liability;

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

(4) Standard Mortgagee douse, and name as Mortgagee FNMAE or servicer (if
applicable).

5.04 Right of Entry.

(a) The Board has the right to authorize entry onto any Lot to determine compliance
with the Governing Documents and to perform its duties.

(b) In case of emergency, or by 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 breech of the
peace.

(c) Entry must be made with as little inconvenience as possibleto the Occupant.
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5.05 Budaet, Financial Statements and Governing Documents.

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

(b) 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 atthe 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 guarontors of
a First Mortgage on any Lot; and

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

Documents.

(c) The Association may charge a fee to the requesting partyfor this service which may
not exceed the reasonable cost to prepare and reproduce the requested items.

(d) Members shall annually be provided a summary of the provisionsof Section 1354,
as set forth therein (current Section set forth in ExhibitD) 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 formna budget equired by Section 1365 i distributed, or in the
manner specified in Section 5016 of the Corporations Code.

5.06 Pencilties for Non-Compliance.

(a) 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 penalties, including monetary
penalties (which specifies the amounts of potentidl monetary penalties);

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

(3) Temporarily suspend on Owner's voting rights as a Member of the
Association and/or rights to use Common Area facilities for as long as the
violation continues; and

(b) Notice and Hearing relating to the imposition of any penalties4othis Section must
be made in the following manner and at a minimum:

(1) Notice must be given to the relevant Owner's most recbnt address in the
Association's records at least fifteen (15) days before the proposed effective
dote of the penalty;
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(2) Notice must set forth details of the violation itself, theproposed penalty, and
the date, time and place of the Hearing;

(3) The Owner may be heard (either orally or in writing) at a Hearing held at
least five (5) days before the effective date of the pra posed penalty;

(4) Hearing will be held by the Board of Directors, and their decision is final and
binding upon the Owner;

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

(6) Following the Hearing, the Board must decide whether or notthe Owner
should in fact be penalized, and the nature of the penalty.

(a) If the Board establishes a policy imposing any monetary penalty, including any fee
on any member for a violation of the Governing Documents or rules of the
Association, including any monetary penalty relating to the activities ofa guest or
invitee of a member, the Board shall adopt and distribute to each member by
personal delivery or first-class mail, ci schedule of the monetary penalties that may
be assessed for those violations, which shall be in accordance with authorization far
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.)

(d) If on Owner tails to comply with a penalty imposed pursuant to the provisions of this
Section, the Board may seek ludicial enforcement of the penalty in any court of
competent jurisdiction, with the Owner liable for all costs (collectioncosts, court
costs, attorney's fees, etc.). However, such penalties and costs shall not be treated
as an assessment that may become ci preudgment (ten enforceable by Civil Code
Section 2924.

(e) Notwithstanding the foregoing, the Owner shall be given, at a minimum, the rights
set forth in Corporations Code Section 7341 or any successorstatute.

5.07 Board Powers and Urnitations.

(a) Except as to matters requhing the approval of Owners, the affairs of the Association
shall be managed and conducted by the Board and itsofficers consistent with the
law.

(tO The Board is authorized to institute, defend, settle or interveneon behalf of the
Association in litigotion, arbitration, mediation, or administrative proceedings in
matters pertaining to:

(1) Enforcement of the goverrilng instruments;

(2) Damag&tthe Common Area(s);

(3) Damage to the separate interests which the Association is obligated to
maintain or repair or
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(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
majority of Members (other than Decla rant) constituting a quorum, at a meeting or
by written ballot without a meeting, pursuant to Corporations CodeSection 7513:

(1) Enter into a contract for a term longer than one (1) year with a third person
who furnishes goods or services for the Common Area(s) or the Association,
with the following exceptions:

(A) A management contract with terms approved by the FHA orVA;

(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 at 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 fixwres and equipment not te
exceed five years duration, provided that Declarant's ownership
interest in the lessor under the agreement does not exceed ten
percent (10%);

(F) Agreements for satellite dishes or cable televiion services cind
-

equipment, not to exceed five (5) years duration, provided thatthe
Declaranfs 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

@3) 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) Self 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 Associations 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) Pay taxes and assessments which are, or could become, a lien on the
Common Area or a portion thereof;

(3) Contract for goods and/ar 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 theAssociation
or outside companies or persons hired by the AssociatIan as expressly
authorized by the Governing Documents;

(5) Formulate rules of operation of the Common Area(s) and facilitiesowned 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 connectionwith
construction, maintenanc&br emergency repair for the benefit of the
Common Area(s) or the Owners in common.

5,08 Commencement of Association Management Responsibility.

The Association's obligations specified in this Article are effective asof the First Sale
of a Lot.

V-7



ARTICLE VI

COVENANT FOR ASSESSMENTh

6.01 Assessments.

(a) Assessments may be levied by the Association for improvement and maintenance of
the Common Area(s), administration of the Property, and to promotethe recreation,
safety, and welfare for the common good of all the Owners.

(b) 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 allAssessments to the
Association.

(c) Assessments and related interest, collection costs, and reasonable attorneys' fees
are the personal obligations of the Owner and binds heirs, devisees, representatives,
successors and assignees, but does not pass to successors intitle unless expressly

• assumed by them. The Lot remains subject to any Assessment liens of record,
except upon foreclosure of a first Mortgage as stated in the Article entitled
"Mortgagee Protection".

(d) Pursuant to Civil Code Section 1366.1, the Association may notcollect an
assessment or fee that exceeds the amount necessary to defraythe costs for which
itis levied.

6.02 Commencement; Due Dotes of Assessments.

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

(b) 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 nat 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 forthe sale of a Lot
in this phase, other than a Lot where the model are located.

6.03 Assessment Rat.

(a) Regular Assessments and Special Assessments must be fixed at auniform rate for
all subject Lots, except as otherwise provided.

(b) Each subject Lot is liable for a pro rota share (the fractional number one (1) over
the total number of Lots sobject to Assessment by the Association at that time).
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6.04 Asssment Duties of the Board of Directors.

(a) The Board must levy Regular arid Special Assessments in compliance with Clvii
Code Section 1366.

(b) The Board must establish separate bank accounts for operating moniesand reserve
monies.

6.05 Effect of Nonpayment of Assessments
Dejinquency and Remedies of the Association.

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

(1) A late charge imposed by the Board to the maximum amount in accordance
with California Civil Code Section 1366 (or any successor statutes);

(2) Reasonable collection costs and attomeVs fees; and

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

(b) Delinquent Assessments and related costs will be a continuing lienon the relevant
Lot when a "Notice of Delinquent Assessment" is recorded against an Owner's fee
interest in a Lot.

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

(d) In add Won to all other legal rights and remedies, the Association may:

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

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

(3) Foreclose the lien by power of sale in accordance with California Civil Cade
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
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(5) Temporarily suspend the voting rights of the Owner in accordancewith the
provisions of this Declaration.

(e) Foreclosure action may not proceed until thirty (30) days aftera Notice of
Delinquent Assessment is duly recorded with the relevant County Recorderthat
meets the requirements of CMI Code Section 1367.

(0 A copy of the Notice of Delinquent Assessment must be sent by certified or
registered prepaid United States mall, addressed to the Owner orhis 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).

(g) Upon art Owner's timely payment of a default and ciii related fees, Association
officers may prepare and record (at the Owner's cost) a release of the Notice of
Delinquent Assessment.

(h) No transfer of an Owner's interest in a Lot as a 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 person, from liability for any assessment thereafter
becoming due or from the lien thereof.

6.06 Nonuse and Abandonment.

An Owner does not waive or otherwise avoid liability forAssessments by nonuse of
the Common Area(s) or abandonment of a Lot

6.07 Waiver of Exemptions,

With respect to Assessment liens, edch Owner waives (to the extent permitted by
law) the benefit of any California homestead or exemption laws in effect when any
Assessment or installment becomes delinquent or a lien is imposed.
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ARTICLE Vii

flhITETUL cONTROL

7.01 Approval by Architectural Committee.

(a) Except for initial landscaping and improvements constructed by the Declarantin 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.

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

(c) Tree or plant materials that interfere with the aesthetic enjoymentand unobstructed
view of any Lot are not permitted on the Property.

(ci) Plans and specifications for placement of any tree or plant material which can
reasonably be expected to exceed eight (8) feet in heightmust first be approved in
writing by the Architectural Committee,

Je) The Architectural Committee may withhold approval if it determines that the
harmony, aesthetic beauty, at natural view of any Lot would be impeded by a
proposed planting.

(f) . The Association may require. the responsible party to trim or remove any plant the
Architectural Committee believes detracts from the harmony and aesthetic beauty
of any Lot

(g) Owners must comply with all applicable civil laws, codes, and regulations.

7.02 qmmitteSprovaI for Construction.

(a) Architectual Committee approval must be obtained before any exterior
improvement olteration or structure of any kind (including any building, fence, wall,
screen, patio, tent awning, carport, spa, hot tub, jacuzzi, airconditioning unit,
antennae, lighting, etc.) is erected, maintained or painted.

(b) 'Exterior0 includes any outside surface, wall, roof, door, patio, balcony,deck, garage
or other outside Residence structure which is visible to others.

(c) An Owner may not landscape the Common Area(s), patios oryards visible from the
street or Common Area(s) without the approval of the Architectural Committee,
However, an Owner may landscape the patio with natural plants, grass, trees
and/or shrubs that grow low to the ground without Architectural Committee
approval.
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7.03 Eriforcementhy 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 Comrnitt.

Architectural Committee Members shall be appointed and replaced as follows:

(a) Until one year after the First Sale for the Original Property, Decla rant may appoint:

(1) All original Members of the Architectural Committee; and

(2) All replacements to the Architectural Committee.

(b) Declarant may appoint a majority of Architectural Committee Members until either:

(1) Ninety percent (90%) of aR of the Lots have been sold; or

(2) Five years after the First Sale for the Original Properly.

(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 Original Property:

(3) Thereafter, the Board may appoint all Architectural Committee Members.

(d) Architectural Corn mittee Members appointed by the Board must be Owners.

(e) Architectural Committee Members appointed 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.

(14 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 an theArchitectural Committee, the
remaining Member(s) will have authority to approve or reject anyproposed
construction or alteration,

(b) if the Architectural Committee (or representative) fails to rule ona proposal within
thirty (30) days after complete plans and specifications have been submitted as
outlined below, the plans will be considered automatically approved.
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(a) Complete plans and specifications must be either:

(1) Personally delivered to any Architectural Corn mittee Member; or

(2) Mailed postage pre paid1 certified mail, return receipt requested to the
Committee cit its current address.

7.06 Reviernndards.

(a) The Architectural Corrtrnittee 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.

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

(c) Architectural Committee approval of solar heattng units may not bewithheld
unreasonably.

7.07 Rules and tions. - -

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

7.08 ftLgIvor.

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

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

7.10 iartqnce.

(a) The Architectural Committee may allow reasonable variances to any of the
Covenants contained in this Declaration or any provisions under therules and "--
regulations promulgated by the Architectural Conirnittee on terms and conditionsit
shall establish.
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(b) Granting any such variance does not waive any of theterms and provisions of this
Declaration in any way, except for the particular Lot and provision covered by the
variance.

(c) Variance does not affect an Owne?s obligation to comply withall governmental
laws and regulations.

7.11 ADQe&.

(a) Only after the Dedarant has lost the right to appointa majority of Members of the
Committee, decisions of the Comrnfttee ore subject to review bythe Board.

(b) Unless the composition of the Membership of the Committee is identical to the
Board, the Board must review and decide upon the proposalwithin forty-five (45)
days after the decision by the Committee.
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ARTICLE Viii

ESTABLISHMLNT AND RESERVATION QF EASEMENTS

8.01 Eosemeqts for Vehiçplar and Peclestriaojraffic.

Declarant hereby reserves a nonexclusive easement appurtenant to each Lot for the
benefit of each and every Owner, the rnen-ibers of his family, his lessees and
tenants, and their respective gUests and invitees, for vehicular andpedestrian traffic
over all private streets, drives, walkways, and sidewalks within the Common Area(s).

B.02 Establishment of Utifflyand Drainage Easements.

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

(a) 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 Unes and Facilities
to the full extent necessary for the maintenance and repairby the Owner,
Association, or servicing company;

(b) If Service Lines and Facilities serve mare than one Lot, each Owner served is
entitled to reasonable use and enjoyment and access for repair, replacement and
maintenance of all necessary portions ot the Service Urfes and Facilities. In the
event of a dispute between Owners respecting the repair, replacement or
maintenance of the Service Unes and Facilities, or the sharing of the cost thereof,
said Owners shalt first contact the appcepriote 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.

8.03 Reservation pf UtilJyand Drainage Easements.

(a) Dedarant reserves the right to grant and transfer easements overthe Lots and
Common Area(s) for installation, maintenance and repair of the Service Lines and
Facilities.

(b) Any such easement may not unreasonably interfere with an Owner's use and
enjoyment of the Lots and Common Area(s).

Cc) Notwithstanding that an Owner may install improvements within said easement
area with the approval of the Architectural Control Committee, eachOwner
acknowledges that such improvements may be removed by the respectiveutility or
Public Agency to maintain, repair or replace any of theforegoing facilities without
any liability to the Owner to repair or restore such improvements.
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8.04 Encroachment Easements.

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

(a) Original engineering or survey errors;

(b) Errors in original construction;

(a) Overhanging roofs, fireplace structures, ond other structural components as
originalLy constructed by the Deckirant or, if partially or tataUydestroyed, as
subsequently rebuilt ar repaired in accordance with the original plansand
specifications; or

(d) Settlement or shifting of a buUding, watt or structure.

8.05 .Drainaae System.

(a) the Association and each Owner accept the drainage facilities and pattern for the
Lots and Common Area(s) established by the final grading of the Property originally
undertaken by Dedarant (including "crosslof drainage from adjacent Lots and
Common Areas).

(b) The established drainage pattern may not be altered without priorwritten approval
by the Association and/or Architectural Committee.

(c) If the drainage pattern must be altered, the party requesting the alteration must
make reasonable and adequate provisions for proper drainage and payfor Ws costs.

(d) in the event Deciarant shall have installed any drainage linesor other facilities
which serve two or more Lots, the Owners of said Lots shall jointly maintain and
repair said tines and facilities so as to keep same in proper operating condition at
all times.

8.06 ksejnts for Maintenance of the Common Areofs.

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

8.07 Creation of Easements.

(a) Easements referred to herein are established upon the First Salein the Project.

(b) 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
are not required to do so.
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ARTICLE IX

MORTGAGEE PROTECTION

9.01 Subordination of Lien and Foreclosq.

(a) Any lien created or claimed in this Declaration:

(1) s subject and subordinate to the rights of any first Mortgage that encumbers
any part of the Property made for value in good faith; and

(2) May not in 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 Uenholder included in this
Declaration shall not constitute said lienholder's subordination to any future
Assessment lien.

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

(c) Upon foréélosure 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 that nothing herein is intended to impair the
rights qf the Association to receive payment on any Assessment lien in the
event the net sale proceeds are in excess of what is owed on all
encumbrances prior to the Assessment lien);

(2) Is 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.

9,02 Mtrtcgees Are Not Reqqjred to Cure Certain Breac.

A first Mortgagee who acquires title by foreclosure or bya deed in lieu of
foreclosure or assignment in lieu of foreclosure shall not beobligated to cure an
existing breach of this Declaration that is non-curable or of a type that is not
practical or feasible to cure.

9.03 Effect of Breach of Dedarqtipjn.

(a) Breach of this Declaration may not:

(1) Cause any forfeiture or reversion of title; or

(2) Bestow any right of reentry.

Ix-'



(b) Brecch of this Declaration may be enjoined or abated bycourt 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 title 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 beplaced on an Owne?s right to
sell, transfer, or otherwise convey a Lot, unless a Mortgageeof the Property grants
written consent ta 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 therights of a first Mortgagee to do any
of th! following:

(1) Foreclose or take title to a Lot, pursuant to the remedies provided in the
Mortgage;

(2) Accept a 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 CertciEn Chaw.

At least sixty-seven percent (67%) of Owners and at least fifty-one percent (5 1%) of
the votes of Eligible First Mortgagees must give written approval before the
Association may, by act or omission, do any of thefollowing:

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

(b) Alter the method of determining Assessments or other charges levied against an
Owner.

Cc) Partition or subdivide any Lot

(d) Seek to abandon or terminate the Property1 (except as provided by statute in case of
substantial loss to the Lots or Common Areas).

(e) Use hazard insurance proceeds for losses to the Property (Lot or Common Area) for
"'—other than repair, replacement or reconstruction of the relevant Property(except as

provided by statute in case of substantial loss to theLots or Common Areas).

(f) Change, waive or abandon any regulations or enforcement pertaining to the
architectural design, the exterior appearonce or the maintenance of the Lots or the
Common Area(s).
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(g) Fail to maintain Fire and Extended Coverage on insurable CommonArea(s) as
specified in this Declaration.

(h) 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 responsibility for maintenance, repair and replacement of the
Common Property;

(4) Lot boundaries;

(5) Owners' interests in the Common Area;

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

(7) Lot leasing;

(8) Establishment of self-management by the Association where professional
management has been required by any beneficia?, insurer or guarantor of a
first Mortgage;

(9) Annexation or deannexation of real property;
-

(10) Casualty and liability insurance (or other insurance or fidelitybonds);

(11) Imposition of a right of first refusal or similar restrictionof an Owner's right to
sell, transfer or otheiwise convey the Lot;

(12) Restoration or repair of the Property after hazard damage orpartial
condemnation;

(13) Action to terminate the legal status of the Propertyafter substantial
destruction or condemnation; and

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

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

(j) 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 Mortgogees mustbe gWen.

(k) An Eligible First Mortgagee's approval will be considered granted ifa negative
response is not delivered to the Board within thirty (30) days after it receives notice
of the proposed amendment, provided notice was delivered personally orby
certified or registered mail, return receipt requested.
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9.06 lnpection of Association Books and Records.

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

9.07 Condemnation Awards and Insurance Proceeds.

(a) First Mortgcigees have priority over any other party (including the Owner) pursuant
to their Mortgage in a case of a distrjbution to Owners of insurance proceeds or
condemnation awards for losses to or taking of Lots orCommon Areas. Any
provision to the contrary in this Declaration, the Bylaws, or other Governing
Documents is to such extent void.

(b) All applicable fire, physical loss or extended coverage insurance policymust contain
loss payable clauses acceptable to the affected first Mortgagee, naming them
Mortgagees as their interests may appear.

9.08 Morgagge's Rjgt to Attend Meetinas.

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

9.09 Payments byMortgcgces.

(a) First Mortgagees may pay the following jointly or severally:

(1) Taxes or other charges in default which may be a charge against any port of
the Common Area(s); and

(2) Overdue premiums on hazard insurance polides, or to secure newhazard
insurance coverage on the lapse of a policy for theCommon Area(s).

(b) Upon making such payments, the Association:

(1) Owes immediate reimbursement to first Mortgcigees making such payments;
and

(2) Must, upon Mortgagee's request, execute on agreement that reflects the first
Mortgagees' entitlement to such reimbursement.

9.10 J,.oss Payable Endorsement.

All applicable fire, physical loss or extended coverage insurance policiesmust
contain loss payoble clauses naming the Mortgagees who encumber the Lots.

"1%. -

r
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9.11 Notices to MortQagees.

(a) Each Eligible First Mortgagee is entitled to timely written noticeof:

CL) Any condemnation or casualty Loss that affects a material portion of the
Project or the Lot securing its mortgage;

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

(3) A lapse, 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.

(b) To obtain the information above, the mortgage holder, insurer or guarantor must
send a written request to the Association, stating both itsname and address and
the unit number or address of the unit it has the mortgage on.

9.12 Governmental Financing Programs.

(ci) It is the intent of Declarant that the Governing Documentsand 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 Loon Mortgage Corporation, and Federal National Mortgage Association or
FHWVA (½ the Dedorant is submitting for approval of theseagencies). The
Association and each Owner shall promptly take any action and/orshall 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 Declorant 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-Fad for the purpose of
amending the Governing Documents to conform with any new requirementsissued
by FM MA. This Power of Attorney shall expire twoyears after the recording of this
Declaration.

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

(c) Hazard insurance policies required by this Section must contain (orattach) the
standard Mortgagee clause corn nionly accepted by private institutional Mortgage
investors for similar properties in the locale (except when aseparate policy covering
the Common Area(s) is maintained).

(d) Lf.t1ere are any such loans, the Association will give written notice to FE-ILMC (or its
designated representative) of the following:

(1) Any loss to the Common Area in excess of TenThousand Dollars
($10,000.00); or

(2) Damageto a Lot covered by a first Mortgage purchased (in whole or in part)
bythe FHLMC in excess of One Thousand Dollars ($1,000.00).



ARTICLE X

DAMAGE AND DE$TRUC.IION TO IMPROVEMENITS

10.01 Alternatives in the. Event.of Darnoçi.e
and Destructioo.to Common Arecdmprovements.

In case of casualty damage to Common Area improvements, theAsgociation will
repair and substantially restore the Common Area improvements to thesome
rncxriner as existed before:

(a) If insurance proceeds paid to the Association are sufficient;

(b) If insurance proceeds cover at (east eighty-five percent (85%) of repair 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
MCovenar for Assessments5.

(c) If insurance proceeds cover less than eighty-five percent (85%) of repair costs, the
Association will repair the damage and levy a reconstruction Assessmentequally
against the Owners unless at least sixtyseven (67%) percent of the Owners (other
than Declarant) determine either;

(1) To rebuild in a less expensive manner thansubstantial replacement, utilizing
all available insurance proceeds. The Association will levy a reconstruction
Assessment êquctlly 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 Associations discretion to perform its functions according to the
Restrictions or to distribute equally to the Owners (subject to the rights of
Mortgagees of record).

10.02 Method off aying Reconstruction Assessments
fqrReconstructian of the Improvements.

(a) Reconstruction Assessments will be due;

(1) In a lump sum or in installments; and

(2) On any date(s) the Association designates within twenty (20) years.

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

(1) An assignment of its right to collect such Assessments; or

(2) A pledge of its interest in any assets.
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10,03 Damacre to DwelIing.

(a) If a Lot improvement (other than the Common Area) isdamaged by fire or other
casualty, 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 farce at the time of such repair or reconstruction or as authorized by
'the Architecturoi Committee.

(b) Repair or reconstruction must cam mence 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.

(c) Notwithstanding the foregoing, the Owner must immediately take reasonable steps
as required to secure any hazardous condttons resulting from thedamage or
destruction.
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ARTICIIXI

CONDEMNNflON

11.01 Condemnation.

(a) If any portion of a 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 all Beneficiaries,
insurers and guarantors of first Mortgages who have tiled written requests for
notices; and

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

(b) My award(s) received shall be paid to the Association.

(c) If only part of a Common Area is affected, the rules regarding restoration and
replacement of the Common Area and improvements apply as if in the case of
destruction.

(d) If any of the net condemnation award is not used to restore the remaining Common
Area, the Association will handle the award in accordance with the Article entitled,
Damage and Destruction to Improvements Located Within the Property'.
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ARTICLE XII

ANNEXATIO

12.01 Annexation of Additional Prope

Add itional Property may be annexed to the Original Propertyand become subject to
this Declaration by any of the following methods:

(a) Declo rant may annex any portion of the Additional Propertywithout approval by the
Association, Board; or Owners if 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 to 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 Declorant for the overalliubdMsion
development; and

(4) A written commitment by Deck rant 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 replcicement 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 subdivider 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 sole of a residential Lot in the annexed Phase.

(b) By majority vote of sixty-six and two-thirds percent (66 2/3%) of the voting power of
the Owners (other than Decloront).

12.02 Cments of Annexation Document.

The Annexation Document may not revoke or modify the provisionsof this
Declaration affecting the Original Property (except as provided for in this
Declaration, eg., subparagraph (d) af this section) and must containall of the
following:

(a) Reference to this Declaration stating the recardation date and recording
information contained in the Official Records of the relevant county;

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

(c) An ect description of the real properly comprising the annexed real property; and
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(d) Any modification of this Declaroton Declorant deems necessary to reflectthe
development or different character of the added property (but consistentwith the
general plan and scheme of this Declaration).

12.03 Convffiyance of Common Area(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 proØerty taxes and reservations,
easements, covenants, conditions and restrictions of record).

12.04 Pclarant Under No: Obligation toContinue Development
fjfect of Annexation.

(a) Dedarant is not obligated to develop or annex additional real property.

(b) 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.

(c) On becoming an Association member, each annexed Lot Owner will:be assessed a
pro rata share of the Aãociation% aggregate Common Expenses forall subsequent
Association projects

12.05 Deanriexation. - -

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

(a) Dedarant owns the annexed property;

(b) A Document of Deannexation of Territory is recorded in thesame manner cis the
Annexation Document;

(c) Decla rant has not exercised any Association vote regarding any portion of the
annexed property;

(d) Assessments have not commenced far any portion of the annexed property;

(e) 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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2.06 Assoctt1n'tMerger or Consolidation.

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

(b) Association properties, rights and obligations may be:

(1) Transferred to another homeowner's association; or

(2) Added to a surviving corporation through a merger.

(c) To the extent reasonably possible, the resultant association will administerthe
provisions of this Declaration and the restrictions of any otherproperty as a uniform
plan.
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ARTICLE XIII

ENFORCEMENT QF DECLARANS OBLIGATIONI

TO COMPLETECOMMON.AREA IMPROVEMENTS

13.01 Enforcement of Declarant's Obligation
to Compiete Common Arealinprovements.

(a) The Board must consider and vote on Association action to enforce bond
obligations regarding any Common Area improvement ifthe following factors Oppy:

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

(2) A Notice of Completion has not been filed within sixty (60) days of the
completion date specified in the planned construction statement appended
to the bond.

(b) The Association may grant a written extension for a Common Area completion.

(c) 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. —

(d) Owners may submit a petition signed by at least five percent (5%) of Association
voting power calling for a Special Meeting to be held between thirty-five (35) and
forty-five (45) days after the Board receives the petition.

-

(e) At the Special Meeting, a. majority vote of Owners (other than Dedarant) ovenides
the Board's decision and causes the Board to enforce bond obligations through
appropriate action in the name of the Association.
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ARTICLE XIV

DLSPUTE NOTIFICATION AND RESOLUTION PROCEDURE
(DECLARANT DlSPUTES; WAiVERS

14.01 Enforcement and Nonwaiver.

(a) Rights of Enforcement of Governing Documents. The Association or anyOwner
shall have a right of action agoinst ori' Owner, ond any Owner shall hove a nght of
action against the Association, to enforce by proceedings at lawor in equity, all
restrictions, conditions, covenants and reservations, now or hereafter imposed by
the provisions of the Governing 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 shall not have any right of enforcementconcerning assessment
liens. The Association shall have the exclusive right to theenforcement of
provisions relating to architectural control and the Rules arid Regulations, unless the
Association refuses or is unable to effectuate such enforcement, inwhich case any
Owner who otherwise has standing shall have the right to undertake such
enforcement. Failure of the Association, Decla rant or any Ownerto enforce any
covenants or restrictions herein contained shall in no event bedeemed a waiver of
the right to do so thereafter.

(b) Procedure for Enforcement. Notwithstanding anything to the contrary set forth in
Section 14.Ol(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 ofCaliforruci CM! Code Section
1 354 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 theAssociation regarding
assessments imposed by the Association, if the Owner chooses to pay in full the
Association all of the assessments as specified in California CivilCode Section
1366.3 or any successor statute or law.

(c) jEjice of Actions Agginst Declarant, The Association shall comply withthe
provisions of Section 1368.4 of the Clvii Code or anysuccessor 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 obiigated 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 maintainor repair. Such
notice shall specify all of the matters set forth in Section 1368.4 or any successor
staiute or law.
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14.02 Dispute Notification and Resolution Procedure
(Dedorant Disputes); WoWers

Notwithstanding any provisions of this Declaration to the contrary, any action, claim
or dispute by, between or among Decla rant! as the builder of the Project or any
director, officer, partner, member, employee or agent of Declarant, rany
contractor, subcontractor, design professional, engineer r supplier who provided
labor, services or materials to the Project and who isbound or has agreed to be
bound to the following dispute notification and resolution procedure (collectively,
the "Declarant Parties") and either the Association or any Owner, relating to or
arising out of the Prolect, this Declaration or other Governing Documents for the
Association (except for other agreements which expressly provide for anotherform
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, inctuding, but not limited to, construction defects, surveys, soiks 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 (co1ective'iy
"Dispute(s)"), shall be subject to the provisions set forth below.

14.03 Notice.

Any person with a Dispute claim shall notify Declarant in writing of the cloim, which
writing shall describe the nature of the claim and any proposed remedy (the "Claim
Notice").

14,04 Right to Inspect and Right to Corrective Action.

(a) Within a reasonable period after receipt of the Claim Notice, which period shall not
exceed sixty (60) days, Dedarant and the cla'imant thafl meet at a mutually
acceptable place within or neor the Project to discuss the claim. At such meeting or
at such other mutually agreeable time, Dedarant 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 XIV.

(b) 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, Decla rant and the
Declarant's representatives and agents shall be provided full access to the Project to
take and complete corrective action.
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14.05 CM Code Sections 1368.4 and 1375.

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). Ifthe claim is
subject to the provisions of Civil Code Section 1375, as ft may be amended from
time to time, compliance with the procedures of Civil Code Sections 1375(b), (dX.
and (e) shall satisfy the requirements of Sections 14.03 and 14,04.

14.06 Mediation.

(a) 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 1 375
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
pa rUes.

(b) 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.

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

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

(1) Position MemqrandaiYre-Mediotion Cpnference. Within ten (10) day5 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 to schedule a pre-mediation conference and all parties tothe 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
commencementof the mediation unless the parties to the Dispute
participating in the mediation mutually agree to extend the mediation
period. The mediation 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 partidpoting in the mediation.

(2) Con&ct 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 to
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 mediationagree 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.
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(3) Exclusion Acreernent, 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 Code 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 spedfically 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 suchevidence
shall not be compelled in any civil action in which, pursuant to law,
testimony con be compelled to be given. Unless the documentprovides
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 shall 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 shallalso
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 mediaTor 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
at 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 bythe 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.

(a) 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.

(b) 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.
Decla rant shall not be required to participate in the judicial reference proceeding if:

(1) All parties against whom Declorant 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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(2) Any insurer of a Declarant Party that would be liable to provide insurance
coverage to a Dedarant Party for any claim arising out of the Dispute is
entitled to consent to the judicial reference procedure as acondition of
providing such coverage and refuses to do so.

(c) Subject to the limitations set forth in this Section 14.07, the general referee shall
have the authority to try oil issues, whether of factor 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.

(d) Place. The proceedings shall be heard in the county in which the Project is located.

(e) Referee. The referee shall be an attorney or retired judgewith 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 tothe Dispute
participating in the judicial reference shaH meet to select the referee within ten (10)
days after service of the initial complaint on all defendants named therein. Arty
dispute regarding the selection of the referee shalt be promptlyresolved by the
judge. to whom the matter is assigned, or if there is none, to the presiding judge of
the Superior Court of the County in which the Projectis located, who shall select the
referee.

(f) 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.

(g) Pre-hearirig Conferences. The referee may require one or more pit-hearing
conferences.

(h) Discovejy. The parties to the judicial reference proceeding shall be entitled only to
limited discovery, consisting of the exchange between such parties ofonly the
following matters:

(1) Witness lists;

(2) Expert 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 enti$led to conduct further testsand inspections as
provided in Section 14.04 above, Any other discovery provided for in the California
Code of Civil Procedure shall be permitted by the referee upon a showing of good
cause or based on the mutual agreement of the partiesto the judicial reference
proceeding. The referee shall oversee discovery and may enforce all discovery
orders in the same manner as any trial court judge.



(1) Limitation on Remedies. The measure of damages related in anyway to alleged
patent and/or latent construction defects and/ar alleged failure to disclose claims
shall not exceed the lesser of the actual costs of repair thereof or diminution in
value. Dectarant shalt 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 hove the power to grant all legal and equitable remedies, not
otherwise limited herein, and award compensatory damages in the judicial
reference proceeding,

(j) Motions. 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 trial court judge, except the referee shall also have the power to
adjudicate summarily issues of fact or law including the availability of remedies,
whether or not the issue adjudicated 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 partiesto the Dispute,
such relief may be sought in the Superior Court ofthe County in which the Project is
located.

(k) Rules of Law. The referee shall apply the laws ofthe State of California except as
expressly provkted herein ncIuding the rules of evidence, unless expressly waived by
all parties to the judicial reference proceeding.

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

(m) Statement of DecisiQn. The referees statement of decision shall containfindings of
fact and conclusions of low to the extent required by law if the case were tried to a
judge. The decision of the referee shall stand as thedecision 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.

(n) Post-Hearing Motions. The referee shall have the authority to ruleon all post-
hearing motions in the same manner as a trial judge.

(a) Appeals. The decision of the referee shall be subject toappeal in the same manner
as if the Dispute had been tried by the court.

(p) Expenses. All fees and costs of any judicial reference proceedinghereunder shall
be equally shared by the parties to the judicial reference proceeding. Each party to
the judicial reference proceeding shall bear its own attorneys' fees and costs in
connection with such proceeding.
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14.08 Agreement to Alternative Dispute Resolution; Waivers of
Jury Trial and Award of Punitive Damages

(a) Dectarant, 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 XIV and waive their
respective rights to pursue any Dispute in any manner otherthan as provided in this
Article XIV.

(b) Such parties acknowledge that by agreeing to resolve all Disputesas provided in
this Article XIV, they are giving up their respective rightsto 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 tiny rightssuch parties may
possess to such remedies.

(c) This Article XIV shall not be amended without Declcirant's priorwritten consent.

14.09 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 oithe settlement made.

14.10 eptions to Mediation and Reference: Statutes of Limitation.

(a) The procedures set forth in this Article XIV shall 6pplyonly to Disputes and shall not
apply to any action taken by the Association against Declarant or any Owner for
delinquent assessments, which shalt be covered by Article VI, Covenantfor
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
•l mprovements.

(b) 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 Declorant Party, the Association or
Owner is necessary to preserve the Declarant Parties, the Association'sor 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 Duration.

(a) This Declaration is binding upon aU parties for sixty (60) years after the recording
date.

-

(b) After sixty (60) years, the Declaration will automatically be extended for successive
ten (1 0) year periods, unless the Owners (heirs, successors, representatives) of a
majority of subject Lots record a signed, written instrument:

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

(2) Agreeing to change or terminate this Deckiroton.

15.02 Amendment.

(a) Before the First Sale, and subject to the consent of the First Mortgagee, if any,
Declarant may unilaterally amend this Declaration (subject to the Articleentitled
"MEwtgagee Protection") by recording an frtstrument of cirnendrnent in the relevant
County Recarder's Office.

(b) 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 one Membership Class, approval by at least sixty-seven
percent (67%) of Members other than Decla rant, and by at least 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 also 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.

Cc) Any amendment must be properly recarded in the County Recarde?s Office.

(d) The percentae ofOwners 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.

(e) An Owner or th Association may riè$ition the Superior Court far an order reducing
the percentage of affirmative votes needed to amend this Declaration (pursuant to
Civil Code Section 1 356, or any successor statutes).

XV4



(0 While the Dedarant holds or directly controls ot least twenty-fivepercent (25%) of
the votes, any proposed amendment to any Governing Documents mustcomply
with Business and Professions Code Section 11018.7.

(g) No amendments to any provisions in this Declaration or otherGoverning
Documents which specifically benefit the Declarant as Developer, shall bemade
without the written consent of the Declarant.

15.03 Notices.

Any required notice must be given by:

(a) Personal delivery to the location of the address of the recipient of the Notice; or

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

(c) Delivery by a reputable overnight courier service such as Federal Express, United
Parcel Service, etc. (deemed given upon delivery to the locationof the address of
the recipient of the Notice); or

(d) Facsimile transmission (deemed given upon date of transmission upon confirmation
of receipt).

15,04 Partial Invalidity.
-

if any of this Declaration is declared ihvalid or in conflict with ony relevant law, the
validity of the remainder of this Declaration will remain in full force and effect.

15.05 Number.

As required by the context of this Declaration1 a singulargrammatical 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 shail 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 Dedorant, has executedthis
Declaration for Tract No. 29771 on the day and year first written above.

DECLARANI:

x_________
By:
its:

STATEOFCALIFORNIA
COUNTY OF jzaO—' ) ss.

On •, before me, the undersigned, a Notary
Public in and for scifd State, penonaIiydpeared:

\2k,L) 4. J--tc4c9'
.7fP&ionaily known to me,JDJ - [ I ProvedIñiè on theThosis of satisfactory

evidence to be the personT whose name) is/c2nubscribecI to thewithin instrument and
acknccwtedged to me that he/sbe/4hey executed the same in his/Pre4tkeirauthorized
capacity}es), and that by hs/be,*Ir signatureK) on the instrument theperson(s)-'or the
entity upon behalf of which the person(s acted, executed theinstrument.

WITNESS my hand and official seai.

(SEAL) Notary Public

-
4 MARThA R. HIGGINSr irictti COMM. #122564Z TT

Noisy PubI$cCaflfonda Cn
w RNERSIOE COUNTY =



SUBORDINATiON BY LIENHOLDER

BUSiNESS BANK OF CALIFORNIA, as Beneficiary under the foflowing Deed(s)of
Trust which cover(s) the real property described in the Declaration of Cove nants,
Conditions, Restrictions and Reservation of Easements for Tract No. 29771 (flDeclarationu)
to which this instrument is attached, hereby approves ond consents to the recording of this
Declaration, and agrees that the lien(s) of said Deed(s) ofTrust 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 byLienholder by any
Mortgagee shall not constitute said Uenholder's subordination to any future Assessment
liens.

Deed of Trust recorded on* ________________________ as Instrument No.
________________________ of the OfficiafRecords dfhe Riverside
County Recorder.

BUSINESS BANK OF CALIFORNiA

x___________ x___________
By: By:
its: its:

STATE OF CALIFORNIA )
COUNTY OF ) ss.

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

II II Persona fly known to me, - (YR - I j Proved to me Kthe 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/she/they executed the same in his/her/their authorized
capocitj(ies), and that by his/her/their signature(s) on the instrument theperson(s) or the
entity upon behalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

(SEAL) _________________________
Notary Pubflc



EXHIBIT "A"

PROPERTY

Lots 20 through 32, inclusive, 73 through 75, indusive, 02

through 105, inclusive, and Lettered Lots A through S,

inclusive, of Trod No. 29771, in Cathedral City, as per Map

filed in Book _____________, Pages _____________________

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

Riverside County.



EXHIBIT "B'

COMMON AREA LOT(S)
(PHASE I)

Lettered L.ots A through 5, inclusive, of Tract No. 29771, in

the Cathedral City, as per Mop filed in Book______________

Pages _________________________, inclusive, of Maps, inthe

Office of the County Recorder of Riverside County.



EXHIBIT "Cs

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 perMap fited in

Book — —, Pages ________________________

inclusive, of Maps1 in the Office of the County Recorderof

Riverside County.
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EXHIBIT D'

CAUFORNIA CML 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 dedarcition as equitable servitudes; enforcement
-

(a) The covenants and restrictions in the declaration shall be enforceableequitable
servitudes, unless unreasonable, and shall inure to the benefit ofand 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 bythe 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 relief
or injunctive relief in conjunction with a claim for monetary damages, other than association
assessments, not in excess of five thousand dollars ($ 5,000), related to the enforcement of the
governing documents, the parties shall endeavor, as provided in thissubdivision, 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 atthe option of the parties. Any
party to such a dispute may initiate this process byserving on another party to the dispute a request
for resolution. The request for resolution shalt 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 shalt be in the same manner as prescribed far service in a small claims
action as provided in Section 1 16.340 of the Codeof CIviS Procedure. Parties
receiving a request for resolution shall have 30 days follawing service of the request
for resolution to accept or reject alternative dispute resolution and, if not accepted
within the 30-day period by a party, shall be deemed rejected by that party. If
olternatWe dispute resolution is accepted by the patty upon whomthe request for
resolution is served, the alternative dispute resolution shall be completed within 90
days of receipt of the acceptance by the party initiating the request for resokrtion,
unless extended by written stipulation signed by both parties. Thecosts of the
alternative dispute resolution shall be borne by the parties.

Cc) At the time of filing a civil action by eitheran association or an owner or a member of
a common interest development solely for declaratory relief or injunctive relief, or for declaratory
relief or injunctive relief in conjunction with a claim for monetary damages, other than association
assessments, not in excess of five thousand dollars ($ 5,000), related to the enforcement of the
governing 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 as 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 ofthe 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 actionwould have run within the
120-day period next following the filing of the action, orthe 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 01100

[Page 2ofl4)

(d) Once a civil action specified in subdivision (a) to enforcethe governing documents
has been filed by either an association or an owner or member of a common interest development,
upon written stipulation of the parties the matter may be referred to alternative dispute resolution
and stayed. The casts 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 applyto the filing of a
cross-complaint.

(f) In any action specified in subdivision (a) to enforce the governing documents, the
prevailing party shall be awarded reasonable attorneys 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'srefusal 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 ofanything said or of admissions made
in the course of the alternative dispute resolution process shalt 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 tobe given.

(h) Unless consented to by both parties to alternative dispute resolutionthat is initiated
by a request for resolution under subdivision (b), documents preparedfor 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) Membeis of the association shall annually be provided a sumniory of the provisions of
this Section, which specifically references this Section. The summary shall include the following
language:

"Failure by any member of the association to comply withthe prefiling requirements
of Section 1 354 of the civil code may resultin the loss of your rights to sue the
assodation or another member of the association regarding enforcement ofthe
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 Section5016 of the corporations code.

(j) 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 associations

Unless the governing documents impose more stringent standards, the association shall
prepare and distribute to all its members the following documents:

(a) A pro forma operating budget, which shall Include all ofthe 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 rna)or component.

(B) As of the end of the fiscal year for which the study is prepared:
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CALIFORNIA CIVIL CODE SECTIONS
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(1) The current estirri ate of the amount of cash reserves necessary to repair, replace,
restore, or maintain the major components.

(ii) The current amount of accumulated cash reserves actually set asideto repair,
replace, restore, or maintain major components.

(iii) 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 disposition of funds, induding the amounts expended forthe 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 lieuof 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 includein 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(1) of subparagraph (B)..

(3) A statement as to whether the board of directors ofthe association has detemilned or
anticipates that the levy of one or more special assessments will be required to repair,
replace, or rest&e any major component or to provide adequatereserves therefor.

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

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

A copy of the operating budget shall be annually distributednot less 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 theCalifornia 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.

(c) In lieu of the distribution of the pro forma operatingbudget 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 at another suitable location within the boundaries of the
development and that copies will be provided upon request andat 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 thecopy to the member by first-class United
States mail at the expense of the association and deliveredwithin 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 policiestad practices in enforcing lienrights
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.

(e)(1) A summary of the association's property, general liability, andearthquake 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.



EXHIBIT UDfl

CALIFORNIA CIVIL CODE SECTIONS
Current as of 01/00

[Page4of 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 ore not
immediately renewed, restored, or replaced, or if there is a significant change, such as a reduction
in covetage 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 dote the existing
coverage will lapse.

(3) Ta the extent that any of the information requiredto be disclosed pursuant to
paragraph (1) is specified in the insurance policy declaration page, the association may meet its
obligation to disclose that information by making copies of thotpage and distributing it to all of its
members.

(4) The summary distributed pursuant to paragraph (1) shall contain, in at least 10-point
boldface type, the following statement: 'This summary of the association's policies of insurance
provides only certain information, as required by subdivision (e) ofSection 1365 of the Civil Code,
and should not be considered a substitute for the completepolicy 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 requestand payment of
reasonable duplication charges, obtain copies of those policies. Although the association maintains
the policies of insurance specified in this summary, the association'spolicies of insurance may not
cover your property, including personal property or, real properly improvements to or around your
dwelling, or persona) injuries or other losses that occur within or around your dweWing. Even if a
loss is covered, you may nevertheless be responsible for paying all or a portion of any deductible
that applies. Association members should consult 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 standards, the board of
directors of the association shall do all of the following:

(1) Review a current reconciliation of the association's operating accounts onat least a
quarterly basis.

(2) Review a current reconciliation of the association's reserve accounts onat least a
quarterly basis.

(3) Review, on at least a quarterly 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 institutionswherethe
association has its operating and reserve accounts.

(5) Review an income and expense statement for the association's operatingand reserve
accounts on at least a quarterly basis,

(b) TheL signatures of at least two persons, who shall bemembers of the association's
board of directors, or one officer who is not a member of the board of directors and ci member of
the board of directors, shall be required for the withdrawal of moneys from the association's reserve
accounts.

(c)(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, replacement, or maintenance of, major
components which the association is obligated to repair, restore, replace, or maintain
and far 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
fund to the association's general operating fund to meet short-term cash-flow
requirements or other expenses, provided the board has mode awritten finding,
recorded in the boards 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 board shall exercise
prudent fiscal management in maintaining the integrity of the reserveaccount, 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 specialassessment is due. Any
extension shalt not prevent the board from pursuing any legal remedy to enforce the
collection of on unpaid special assessment.

(d) When the decision is made to use reserve funds orto 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 makean accounting
of expenses related to the litigation on at least aquarterly 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 maior
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 interestdevelopment if the current
replacement value of the major components is equal to orgreater than one-half of the gross budget
of the association which excludes the association's reserve account forthat period. The board shall
review this study annually and shall consider and implement necessary adjustments to the boards
analysis of the reserve account requirements as a result of that review.

The study required by this subdivision shall at a minimum include:
(1) Identification of the major components which the association is obligated to repair,

replace, restore, or maintain which, as of the date ofthe study, have a remaining
useful life of less than 30 years.

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

(3) An estimate of the cost of repair, replacement, restoration, ormaintenance of the
components identified in paragraph (1) during and at the endof their useful life.

(4) 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 the end of their useful life, after subtracting total reserve funds as of the date of the
study.

(f) As used in this section, "reserve accounts" means both ofthe following:
(1) Moneys that the association's board of directors has identified for use to defray

the future repair or replacement of, or additions to, those major components
which the association is obligated to maintain.

(2) The funds received and not yet expended or disposed fromeither a
compensatory damage award or settlement to an association from anyperson
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 available at a specified
point in time to repair, replace, or restore those majorcomponents 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.

1365.7. Tortious act or omission of volunteer officer or director of association managing
residential development; liability; criteria; limitations

(a) A volunteer officer or volunteer director of an association, as defined in subdivision
(a) of Section 1351, which manages a 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 damage or loss as a result of the tortious act or omission of the
volunteer officer or volunteer director ifall of the following criteria are met:

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

occurred and at the time a claim is made one or more policies of insurance which
shall include coverage for (A) general liability of the association and (B) individual

- liability of officers and directors of the association for negligentacts or omissions in
that capacity; provided, that both types of coverage are in the following minimum
amount:
(A) At least 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 interestdevelopment

consists of more than 100 separate interests.
(b) The payment of actual expenses incurred by a director orofficer 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 declorant, as
defined in subdivision (g) of Section 1351, or who receivedeither direct or indirect compensation as
an employee from the declarant, or from a financial institution that purchased a separate 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 orfor any negligent act or omission of an officer or director of the
association.

(e) This section shall only apply to a volunteer officer ordirector who is a tenant of a
separate interest in the common interest development or Is anowner of no more than two separate
interests in the common interest development.

(0(1) For purposes of paragraph (1) of subdivision (s), thescope 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 bf the common interest developmentfor
latent deficiencies prior to the expiration of the applicable statuteof
limitations.

(B) Whether to commence a civil action against the builder fordefects in design or
construction.
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(2) It is the 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 that these darifications be construed to expand, or limit, the fiduciary duties owed by
the directors or officers.

51365.9. Owner [imitation liability; insurance

(a) It is the intent of the Legislature to offer civil liability protection to owners of the
separate interest in a common interest development that have commonareas 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 ofa separate interest arising solely by
reason of an ownership interest as a tenant in common in the common area of a common interest
development shall b brought only against the association and notagainst the individual owners of
the separate interests, as defined in subdivision (i) of Section 1351, if both of the insurance
requirements in paragraphs [I) 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 Iwo million dollars ($2,000,000.00) if the common interest

development consists of 1 00 or fewer separate interests.
(B) At least three million dollars ($3,000,000.00) if the common interest

development consists of more than 100 separate interests.
(c) The association shall, upon issuance or renewal af insurance, butno less than

annually, notify its homeowners as to the amount and typeof insurance carried by the association,
and it shall accompany this notification with statements to theeffect that the association is or is not
insured to the levels specified by this section, and thatif not so insured, owners may be individuafly
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 fortheir proportional share of assessments
Levied to pay the amount of any judgment which exceeds the limits of the associationts insurance.

1 366. Levy of assessments; limitation on increases; delinquent assessments; interest

(a) ExceptQs provided in this section, the association shall levy regularand special
assessments sufficient to perform its obligations under the governing documentsand this tite.
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 1 365 with
respect to that fiscal year, or has obtained the approval of owners, constituting a quorum, casting a
majority of thetotes 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 I of the Corporations
Code and Section 761 3 of the Corporations Code. Forthe purposes of this section, quorum"
means more than 50 percent of the owners of an association.

(b) Notwithstanding more restrictive limitations placed on the board by thegoverning
documents, the board of directors may not impose a regularassessment 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 ofthe budgeted gross expenses of
the association for that fiscal year without the approval ofowners, constituting a quorum, casting a
moority of the votes at a meeting or election ofthe association conducted in accordance with
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Chapter 5 (commencing with Section 7510) of Port 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 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:

(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) An extraordinary expense necessary to repair or maintain 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 theimposition or
collection of an assessment under this subdivision, the board shallpass a resolution
containing written findings as to the necessity of the extraordinaryexpense involved
and why the expense was not or could not hove been reasonably foreseen in the
budgeting process, and the resolution shall be distributed to themembers with the
notice of assessment.

(4) An extraordinary expense in making the first payment of theearthquake 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 15 days after they become due. If an assessment is delinquent the association may
recover all of the following: - -

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

(2) A late charge not exceeding 10 percent of the delinquentassessment or ten dollars
($10), whichever is greater, unless the declaration specifies a latecharge 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 latecharges, at an annual,
percentage rake 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 ArticleXV
of the California Constitution, subject to the limitations of thissection.

1 367. Assessments; debt of owner; lien; notice; enforcement of lien; application of section

(a) A regular 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 o lien upon the separate interest of an ownerto 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 penalty
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 attorneyts fees, and the collection practices used by the association,
including the right of the association to the reasonable costsof 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 beapplied 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 n the common
interest development from and after the time the association causes to be recorded with the county
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recorder of the county in which the separate interest is located, a notice of delinquent assessment,
which shall state the amount of the assessment and othersums 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
owners interest in the common interest development against which thelien is imposed, and, in
order for the lien to be enforced by nonjudicial foreclosureas 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
association for that purpose, or if no one is designated, by the president of the associotion, 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 fadlities 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 Sections2924, 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 ofthe California Code of Regulations, as
that section appeared on January 1, 1996, for associations of subdivisions that are being sold
under authority of a subdivision public report, pursuant to Part2 (commencing with Section 11000)
of Division 4 of the Business and Professions Code.

(c) Except as indicated in subdivision (b), a monetary 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
cissessment which may become t lien against the member's subdivision interest enforceable by the
sale of the interest under Sections 2924, 2924b, and 2924c.

(d) A lien created pursuant to subdivision (b) shall be priorto 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 pursuant to
subdivision (b), the lien may be enforced in any mannerpermitted 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.

(f) 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
is created pursuant to this section or prohibits an assodationfrom taking a deed in lieu of
foreclosure.

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

1 368. Sale or title transfer; provision of specified itemsto prospective purchasers; copies;
fees; violations; penalty and attorney fees; validity of title tra22sferred in violation; additional
requirements

(a) The owner of a separate interest, other than art ownersubiect to the requirements of
Secton 11018.6 of the Business and Professions Code, shall, assoon 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 interestdevelopment.
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(2) If 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) A true statement in writing from an authorized rep resentative of the association as to

the amount of the association's current regular and special assessmentsand 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 shall
also include true information on late charges, interest, and costsof collection which,
as of the date of the statement, are or may be made a lien upon the owner's interest
in a common interest development pursuant to Section 1367.

(5) Any change in the association'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 assodation shall, within 10 days ofthe 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 assodation's reasonable cost to prepare and reproduce the
requested items.

(c) An association shall 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 liabJe 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 notto exceed five hundred dollars ($500). In an
action to enforce this liability, the prevailing party shall beawarded reasonable attorneys' fees.

(e) Nothing in this section affects the validity of title to real property transferred in
violation of this section.

(f) In addition to the requirements of this section, an ownertransferring 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

(a) Not later 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 intereststhat 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 thatmay lead to the filing of a
cMLacti on;

(2) The options, including civil actions, that are available to address the problems; and
(3) The time and place of this meeting.
(b) Motwithstanding subdivision (a), if the association has reason to believe 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 daysafter 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 inthe design or construction of the
common interest development, all 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 builderagainst 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, ifthis survey has
been conducted or a questionnaire has been distributed; and

(C) Either a summary of the results of testing conducted todetermine the nature
and extent of defects or the actual test results, ifthis testing has been
conducted.

(b)(2) The association's notice shall, upon delivery of the notice to the builder, commence a
period of time not to exceed 90 days, unless the Ossociation and buflder agree to a longer period,
during which the association and builder shall either, in accordance with the requirements of this
section, attempt to settle the dispute or attempt to agreeto 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 all statutory and
contractual limitations an actions against all parties who may be responsible
for the damages claimed, whether named in the notice or nat, including
claims for indemnity applicable to the claim, for a period of 150 days or a
longer period agreed to in writing by the association and the builder.
At any 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 furtherobligations
to satisfy the requirements of this subdivision and subdivisions (c) to (e),
inclusive. The tolling of all applicable statutes of limitations shallcease 60
days after the written notice of cancellation by the builder is delivered to the
association.
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 theproject and conduct
testing, including testing that may cause physical damage to anyproperty in
the development, in order to 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 shallbe
relieved of any further obligations to satisfy the requirements of this subdivision
and subdivisions (d) and (e). Unless the builder and association otherwise
agree, the meeting shall take place no later than 1 0 days from the date of the
builder's written request, at a 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 nat admissible in evidence
in any civil action, unless the association and builder consent to their
admission. The meeting shall be far the purpose of discussing all of the
following:
(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.

(b)(3) (B)

(b)(3) (B)(1)
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(b)(3) (B)(2) If the builder requests in writing to meet and confer with the board of directors

of the association pursuant to paragraph (I) 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 policyto the builder which
imposes upon the insurer a duty to defend the insured or indemnify the
insured for tosses 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 summonsand complaint for
damages. The builder shall inform the association when the builderdelivers
the notice to each insurer pursuant to this paragraph.

(dXI) If the association conducted inspection and testing prior tothe 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 shalt be completed within
15 days from the date the association makes these areasavailable for inspection and testing,
unless the association and builder agree to a
longer period. If the builder does not timely complete the inspection and testing, the association
shall be relieved for any further obligations to satisfy the requirementsof this subdivision and
subdivision (e). The manner in which the inspection and testing shall be conducted, and the extent
of any inspection and testing to be-conducted beyond that whichwas conducted by the association
prior to sending the notice, shall be set by agreementof the association and builder.

(d)(2) The builder shall pay all 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 separateinterest for any damages resulting
from the testing. - -

(d)(3) Interior inspections of occupied separate interests and destructive testingof 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 ortesting of separate interests, this
inspection or testing shall be conducted lii a manner andat a time agreed to by the owner of the
separate interest.

(d)(4) The results of the inspection and testing shall notbe inadmissible in evidence in any
civil action solely because the inspection and testing was conducted pursuant to this section.

(e)(1) Within 30 days of the completion of inspection and testing or within 30 days of a
meeting held pursuant to subdivision (c) if no inspection and testing is conducted pursuant to
subdivision (d), the builder shall submit to the association all ofthe following:

(e)(1) (A) A request to meet with the board to discuss a written settlement offer;
(e)(1) (B) A written settlement 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) (D) A summary of the results of testingconducted 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), in which case the builder shall provide the daciation with actual test
results.

(e)(2) If the builder does not timely submit the items required by this subdivision, the
association shall be relieved of any further obligations to satisfy the requirements of this subdivision
only.

(e)(3) Na less than 1 0 days after the builder submitsthe items required by this paragraph,
the builder and the board of directors of the association shall meet and confer about the builde?s
settlement offer, including any offer to submit the dispute to alternative dispute resokition.
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(fl(1) At any time after the notice required by subdivision (b) is delivered to the builder, the
association and builder n-icy agree in writing to modify orexcuse any of the time periods or other
obligations imposed by this section.

(0(2) 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:

(0(2) (A)

(f)(2) (B)

By first-class registered or certified mail, return receipt requested; or
In any manner in which it is permissible to serve a summons pursuant to
Section 415.10 or 415.20 of the Code of CMI Procedure.

(g) If the board of directors of the association re]ects a sett\ernent offer presented at the
meeting held pursuant to subdivision (c), the board shall complywith the requirements of
paragraph (1) of this subdivision. If the association is relieved of its obligations 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) ofthis subdivision. Under no
circumstances shall the association be required to comply with both paragraph (1) and paragraph
(2) of this subdivision.

(g)(1) (A) If the associations board of directors rejects a settlement offerpresented at the
meeting held pursuant to subdivision (e), the board shall hold a meeting open
to each member of the association. The meeting shall be held no less than
1 5 days before the association commences an action for damages against the
builder.

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

(i) That a meeting will take place to discuss problems thatmay lead to the
filing of a civil action, and the time and place of this meeting;

(ii) The options that are available to address the problems, including the
filing of a civil action;

(iii) The complete text of any written settlement offer, and a concise
explanation of the specific reasons for the terms of theoffer submitted
to the board pursuant to paragraph (1) of subdivision (e), received from
the builder and of any offer by the builder tosubmit the dispute to
alternative dispute resolution; and

(iv) The preliminary list of defects provided by the association tothe 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.

(g)(1) (C) The builder shall pay all expenses attributable to sending thesettlement offer
and any offer for altemative dispute resolution to oIl membersof the
association. The builder 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 anycivil
action, unless the association consents to their admission.

(g)(1) (E) Cogpliance 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 (c), inclusive, before all those requirements hove been satisfied, the association
may commence an action for damages against the builder 30days after sending a written notice to
each member specifying all of the following:

(g)(2) (A) The preliminary list of defects provided by the association to the builder
pursuant to subdivision (b), and a list of any otherdocuments provided by the
association to the builder pursuant to subdivision (b), and information about
where and when members of the association may inspect thosedocuments;

(g)(2) (B) The options, including civil actions, that are available to addressthe problems;
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A statement that if 5 percent of the members ofthe 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 documentsof the
association provide for a different procedure for calling a special meeting of
the members, in which case, the statement shall inform themembers of that
procedure; and
Compliance with this paragraph shall excuse the association from satisfying
the requirements of Section 1368.4.

(h)( I) The only method of seeking judicial relief for the failure of the association to comply
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 complainthas 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 substantiallycomplied with this
section. The issue may be determined upon affidavits 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 theperiod 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. Under no
circurnetcinces shall the court dismiss the action with prejudice asa result of
the association's failure to substantially comply with this section. In
determining the appropriate remedy, the court shall consider the extentto
which the builder has complied with this section.

(h)(3) (C) If the alleged noncompliance of either the builder or theassociation resulted
from the unreasonable withholding of consent for inspection or testing by an
owner of a separate interest, it shall not be consideredsubstantial
noncompliance, provided that the party alleged to be out ofcompliance did
not encourage the withholding of consent.

(h)(4) If the court finds that the builder 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
casts of holding the meeting and of alt 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.

(I) As used in this section:
(i)(1) "Associationt' shall have the same meaning as defined in subdivision (a) of Section

1351.
(i)(2) "Builder" means the declarant, as defined in subdivision (g) of Section 1351.
(i)(3) "Common interest developmentl 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 un!ts.

(g)(2) (C)

(g)(2) (D)
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$PCjMJYItNE$S MZMBERSH3P AGRWWT

tHIS S AT f?4ESS M8ESH)P AGREEMENT (thiA Agrnaaent) t dthttttd
into n of the pk (Q lay of jJEJj4ODO by and bctwctn flMME OF IC) BE FOItMW
HOMEQWNERS AS$OC*ATIOI'TFOR TIlE PROPERTY (thc "Anocizttos 1) an4 MISSION KILLS
COW4TRY CLUB. INC.. a Caisfurnw corporation tM!CCD. rfl0Mn oic T\; ssc4d1s ome OS9Qfl)

A. The Aswczabon is a hmueowoers' association fbrrnad for the purpose ofpro'ndrng a
governing body lot the poperty owncs of the individual Ta on that ccrtm real ptopc1l located in
Cathedral City. Riverstde county. Calithrni.. comprising tract Map29171 a !VOrCp2JtCUZT1Y dCseT&bS
in ExhihitA attached hen to and made a part bertof (the "Fropcty).

8. MMCC is the nr of the county club iii RanchoMiragc. Cilifarnas frown as ivlission
Hills County Club co@sl.Sg of among othe thmjs. thnte (3)1g.hole goWeourses, a driving rangt. a golf
chMwnsc, stenmslallilt fac4ty (a udzntwnrnsctubltouiic anc2 such addihoaal improvements asmay
btconstruar4 t*itbe MUss. NthCfOTtgWngTn*YbCmodIIICd front irne to time (collectively rcfcned to as

thç !Cobfl,
-

C. Pursuant to that catain (TO Ut OLU TEl) COVENANTS, CONDflIQNS AND
RESTRICTiONS MAKING EACH OWNER IN TIlE SIJRDIVI$ION A SOCLAL'nmZSS MEMflK)
(the Dte1anflon') recorded in the Offic*a) kecords oflivusideC y.Ca1(ontia9 all Owners (hcrSafttr
dctined) arc aucumatical nicynbes of the Association.

P. lbs Assoiat.oft desitna to contract with MIJCC to make trainpreferential membnbip
privskges getenfty avails bIt toOwners ('SoSI/PkctessMemberslUpf or i4ividually,u-sQfl
Memberstlpl. and MR( ticwifling to dccc subect to end upon the terms and conditionshereof.

bIQ'W. T7.JVRXTh )*E. in co'snderauan of the ,bove recital; sind the mutual urnnants and
agrcnw sc( fq'tk Ini and other good S valuable corniderition. the rcccipt and s'saftjcteccy of winch
arc IICP*Y aiowltdged the A eciation and MI4CC hereby aeeas follows:

t. Dt6müo. The foflnwing (trim what tisod in this Agreesost shallban the ?flCMtIfl
indicateth

(a) OecIn.M shall mean NAME OF DZCLARANT.

(4 onekprncnr shall mean the propaty covered by the Dtclntion, tosether with
such additional r:aI property, whcther or nor contgtous or s4wstt.which may hcreatlcr be
annexed to and u'c.luded under thc Dcclantion and which is platted and developed as lots fur the
constnctonofsi'iglu (willy homes.

(c) 1,aC shaft trsean a parcel of single family reidenual real property cOnWfls trig a

portion of the Dc' etcpnwtit which is described and referencedby lot S tract and/or parccl number
on a duly rewtded tract or parcel ma in theMap Rccords of Riverside County. Cahfutma.

MJPLM4SEtIAND AGilE' Ezh:bII 9.1

1&I\ScJbkllS LaS Aer .0 (12-26Mm
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(d) Muatbly DisC shallmeti an aniotmt equal the pi'uduct of the total ruanber of
QuzUfted Lots nn'ltiplied by the Monthly Dues Assessment.

(c) TMMoatbly Dues Msessuwnr shall mean the monthly charge setby MMCC for

nzalcingcntain pz' valvg.nof the Club available tu Owners o(QtuilIfied Lot; asdetermined fiom tiMe
to time by ?sCCC in its sole discretion1, hut subject to thc lirmtations set forth ib Paragraph $CL,)

(I) QW' ehall ma and refer t the recr4 owner whether ore qr more pntt&
or entittes. of the '*s*nplc tSc to any tot, but ncSuding pens r er4itcs who hold an interest
merely as securirs for the pcrforrnanec otanobligation.

(g) NSifledt.C (eollectively,thCQualffied Lots') shall mean any Lot upon whichtsmgttfasnily cc id'.cc ba been onsWuctmj and tintielty occiuptvci bya Owner ova tenant of alt
Owner. rgardlcs' Of WbCilarJ the ttSldVncc sbeoautndy bccoc.ics cupS. Forpurposes of this
Agreetnait, arvsi'lcica shall be deemed occupied (regardlc 0tt4'hether it lactually occupied at
or before tucK ticre) as of the fIrst (1st) daya (the month nmncdiatcly following the month in which
adeed ror the Lu' is rerordcd or a Lease covetuig theLot and/or residence is cxecut.

— "Nocjs(MeuzbeT shalt mejnan mdjv4ual wh holdsa Socaal'titrzess Mctnbcrship
in the Cub

(I) ' 'JnquallfledLotOwner shalt man any Ownerofa Qualified Lotwho completes
the requited appication and apphes for, hut is not acceptedby )flICC as. a Social Member
provided. bowevi rjhat an Unqualified Lot Owner shall not include anyone who while en Owner -
ofa Qualified Lot in the Development. baa had membera}iip privilegesin die Club suspended or
terminated

2. aocaltjoess Memtp.
(a) E*cbOwner of a Qualified t_at upçn becoming a member oftheMsociaiion. shall

havea right and oiton tobecomea Social Member pursuant to the terms of this Agroanent,subject
to the following provisions'

Ii) I he Qualified Lot must be stibjectto assessment under the t)eelaration*tthe flint
tl'e Owner elects to become a Social Member.

(ii) I he Owner must complete the nvmbvr#hip application furnished by MI4CC Stidbe

nc$ed into membenhip in the saint maimer as alt other candidates for
ntmbership in the Club.

(iii) At theoption of MRCC. OiwSr may be frtltlired t furnish proof ofownership of
a Qual Wed Lot.

(Ii) Pa Qualified Lot i3 owned by mare than ouc individual,only one of the individuals
shalt be entitled t'iexercise thc option to become the Social Member Sot such QualifiedLot. Such
indwidtat shall 7c designated by a written notice to theAsraclation and MflCC signed by all
individuals owni"g the QualiRed Lot In the absence of stdban agreement, the individua' whose
name first appear. on the deed evidcncirtg the current ownershipof the Quail lied Lot shall 'tc the
Individual cigitlel tocscrcise such option. The ictant of a 'tsidence on a QuaJifkd Lot x'e not
be entitled to ccc' cise the option to become theSocial Mcrs?icr.

-

!litASETh&A!ID4Gfl!MENT r b9•a
tusiflAt*4tzeCUeófl"t"p4 (1346-0*1
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(c All Owners of Qualified tots that are entities and not individuals shall not be
cnSlcd to bccamr Social Members. bul each Owner may desiiatvonc It) indivdual who resides
on the Qualiñed lot nqj4 by such Qwnr to exeitise the option In become a Social Mainber by
giving written notice of such designation to 141CC. Such 0-warmsbzlt be Itibic with thcir
designees to MACC for-all charges ineuntd by the designecs. tfanydesrgtiee fails to p*y any such
charges. the dcstiatmg Owner thaft pay the satne upon wtittendentarbi by ?wUICC+

(ci) Any Owner or authorized designee daiS! to exercise the option to becuwc a
Social Member s}'aIl do so by giving written notico toMRCC. Any nobe given by an awizotized
designee must icr-Jude the dnignarion requltS or pamiinr' in accathncc with the foregoing
provinuns All di sttnces sballbereqwred. to the extent appkabtc. toouflrply with all membership
cricerra and conditions required atoners herein.

3+ Pnviteze. .01 Sothl'Fitzj&Mctnbag.

(a) hi Owner oft Qualtfled Lot who becomes a Social Mentherwill beaccorded all
of the pnnleges of metebership accorded by 141CC fin timc to time to oilS holders of
Social/Vitntss Mr mberships.- Asof thc date of this Agreement. aSocisUFi6ica Menibcrsinp aflow
the $oqnlMeiubtrtouscthewftnjjjzg,athjtjc croquet. vvllcyball. dinrng and social facilities of
the OaK SubJe t to the maintenance of acceptable credit, Social Members shad be allowed

+

chsrgingprv4legrsat the aub SoeiaWimes, Memberships do notentitle the holden touac the golf
or tennis facilider + Only Owners of Qualified Lots and their authorized designecs (as provided in
Paragraph 2(c) a'iove) shall bentided to be Social Members p'atuantto the terms of Ibis
Agreement. and the SociaI/YiIness Membercbsps ore nonb-ansfcrable+

Cb) I 1c spouse and anytmmarrtedchildren under the age of twentytwo(22) whorcaide
in the Social t4cn%cfs residence shall be atofted to thesaint tiifleges to usc the facilities otthe
Clubas the Socia' Mat. Quest prrvilcges of Social Meiribers (including the payment of guest
fees)shall be govrrncdby thebykwsand hilts andrcgul,tie:is of the Club. asamended from tic
to time.

(c) I itcept as citha-wis, provided in this Agreement, a SocialMetnlyct-shafl be subject
to the terms. ccmdltio,n and restrictions of the bylaws andpuke and regrilahons of the Club (as thcy
may be changed t modified from time to time), imiuding. without liinitatathe right ofMMCC
tosuspend octcrntnateamembejsuscof theclub forthcviolation ofauch bylawsarulnand
regulations by ttw member it the mambo's spouce., children orguests. Suspension or termination
of aSocial Meniber's membership privileges shall not excuse the paymentof the full amount of the
Socizilitness Murnbership Assesanirag pa3fablc by any Own pursuant to the terms of the
lDeclsntion1 nut shall the suspension reduce she amount of Monthly Dries payable by the
Association.

Cd) J'nOwner qf aQualified tot (or authoriS designocs) acquiring aSocialffitt%ess
Membership shill not have to pay any initiabon fee or monthly dues directly to MHCC (or the
Social/Fitness Mi rubership dining the term olihis Agreement itbeing understood thatsuch kes arc
covert4 by the Monthly Due& paid by the Association.

(c) A Social Member shall be allowed to participate with othermembers of the Club
in the Associate Club International ?mgram ("AC PrognuiC) to theexSut that the Cub is,
paxtkipant therm-i. The ACT Pro-ain allows xnembcrc o r paitcipatingclub to use of

Rz3t2sial%SubIcet'1 Land Apflwi,d (L2-Z6-OG} +
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othcr paticipaftn't clubt Such use is subject tuthe terms. cohditions and restrictiars (incluthng
radius resbicttoor) of the AC! Programandof clubs participatingstwitn (as such (trios. conditions
and rtsflictioes m.ty be thangcd ot. ntOdØICd from time to tune) and to the payment ofuB usage lts-

as-may be. required under the rules and rzguIatiyns of partieular part'cspanngclubs. The payment
of addthonal thae or fees may be equircd u conditionto participation io the ACI

(f) An Owner shali automatically cease to be a Social Menther upon ceasing to bean
ot a Qualil led Lot unless the Owner dccts to contniicmcmberslp in the Club independent

of the. terms oflii'sAgeetnezt Any designated Social Member who is a reeida,t of * home on a
Qialirs Lot ait'iratitatty ceases o he a Soctal erne upon rzaung a resident of such
boric w,tess the drsignee elecralo continue rnwn*bersJiip in die Club Scpcndentuf the tcnns of this
Apvcnatt. The tact that wy O"iershall aa to be a 5onal-Mcmber wider the terms of this
Agreement shall 'sot reduce the Monthly Dues papbk by the Anoci$tioa. hi order to Coflb*le
tnernberthip as, Social Member 4ndepcndcot at the terms of this Apeement. the Ovenn çr
authorized design"e must pay MN CC the standnd initiation depositfora Socia l'lttness MenibeStip
at that lime sndbi gittpt)tiflgthtpTeUalluig nionthly dues (or Social Mcmbers wh anot Owners
ciQualifted Lob

4. Mcm&,1haflues CSit. Ii the cvait thetan Qwn oraQthfIed lAst shall onaact with
MflCC rota mcmbenhtp tiltthana Social/Fiuie.cs Membership. r.ucb Owner shalt recoin a credit against
the monthly dues spplinble f such adifitincial membership ci an Dniatmt equal to the Monthly Dues
Assessment. When an Owner who has elected a incmbcrahtp ciego category other than aSacial/Fithcu
Membership ccacs to be in Owner eta Qualified Lot suchcredit s}u41 terminate and such ind,uldunl shall
be required to pay the MI dues 1k such membership. -

5. FaxucthJzuhc Assocjati.

(a) (iflthe lust day of oath calendar month during 4r tn f thisAgreement the
Association shall pay MNCC. in advance as dues for theusc of the Club. the Monthly Duct. The
full amowit oIM..nthly Dues shall be payable bytkcAssocistton regardless ofthe fact that one or
mon Owpttt nia elect not to become Social Members MonthlyDucs lbs pamal months shall be
prorated on a weekly basis.

(b) C lit Owner agree& that the Monthly Dues Assessment shall remain at $40 pet
monthuntil the th'rd anniversary Ithc date of hisAgrecntent. ;t whichLimc it maybe adjusted by
Club Owner. list Monthly Dues Mstssnat Shalt not, twweieer. be adjusted on an annual

percenbge basis 11 'nose than the percentage increase in themonthly dues charged by MHCC to
holders of Socs&11;tncn Matherships who art nut Owners of QuaWtid j4a fur the year in
question. 11W tfluixitnunl iflCltaSc shall be computed n tlit basis of MNCCs standard quoted
monthly dues (or Social/Pitcss Memerhips.

(c) ('a or before the fifteenth (15th) day or each month during the term f this
Agreement. the Auocaton shall Smith )AI3CC with a un (the"QtISMfJH Lot UsC) containing
the addresscs of alli Qualified Lots and the names of the ($'ners thereof as of the- last day of S
precedistgmontb. Putter. asthe Association receivesnotice ci zcbwgc in ownersbofaQiial1tf$
Lot.- it sh4gn notice of the name of the newOwnerthccr,ItOMRCC. TheAssociafton alsoshail
gic poticQ to M14CC when any Owner of a Qualified Lot ceases to become a rnetnbct of the
AssociatSi. For ;nzposcs of dcta'mmtng Monthly Dues for a Riflfltnoritb. the number ofQu;h5ed
Lots shall be de'wtnined by reference to the Quahfied LotList required to be Anilished in the1
preceding month

SUULtAstDtaIW kFYM!NT -A
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(4) Natwitltstzttdiug the payment poviscim in Paragraph S(a) above. thc Association
shalt be citidcd tt, a credit against Monthly Ducs for cach Unqualifkcd Lot Owner in anamount
equaito tjtj0Assam.%JnquaJif led Lot Owners shallnut be subjectto any Monthly
flues Assessment by the Association.

6. tim
(a) I ns ApteniontshaW bclor a%rmoften(l0) yenconsncncing on to 4ateticrcoI

unlesssooner territnated ;s mvvidedherS. uwvide4,howeeer, that such term shaftautonuabcally
becatcndcd for low (4) additional lcsrm often(tO)ycaraeach (coltectively. the titeuded tennc
and each an 'talended Termi unless laminated by MBCC upon wntlen notice given to the
Assauafion at lea;t sirty (60) duyspnor to Ott, expiration ofthe initial eejg anytended Term,
as the case may b'.

(b) b' the event that M?ICC elee to terminate this Accmcnt rtorto the tuq,áfton
ofall vi the Exterdoci Trnns, each Owner of aQualiried tot when 5qciat Mernbmnayekctto
continisrncmber.htp intheClub upon the payment of the then Prevailing monthly dues chargedby
a to socialMembersat the Club. These desiring to conthiuc ,rcrnbcnhipttt not becharged
anaddnional nnb-ztion the or deposit as a condition to continuanon.

(c) & tany nme within ninety (90) days (allowing thecorxunsneementof anyExtended
Term, theAssociation shall bce theright to terminate tins ApeemeM if. but onlyIC theAesoemuien
shall first have *aOS theapproval ofsuch election to tenemate from not less thalt 66.67% ofall
Øu4r$ ofQualified Lotuspmvfdedm the Declaration. Sucheleetionmust btevidà,ccd by signed
balls from *11 such Owners e*ccutcd dining the nincty (90) day penod following the
contnencenct of the then current Extended Term. Followingan election by the AssrsciatS to
tnn,inate each 5.tallFitzless Membathip acquired pursuant to theterms ofthis Agreement shall
tc,minateeffeetie *501 the tenmnation date of this Agreement urilcu theholder thereof Sects to
mam a. Social Member by paying MHCC the scandaxd initiation deposit fur a social/fihien
memberships at that tin,. and agrclztg t pay the thr iledUec dsrgnd l,7MHCC for such
meinberelup. pro' itt however. that no such additional an shall be payable by an Qwnet whe
previously paid an thftiation deposit or joining fee to M}TCC and has maintained a continuous
bership in S Club.

7. SociAPi' çsJgJeznhcrthmAssessnent.

- (4 (ior hefonoe.tobe tflo( tab caIetwn yta 140CC wilt noØj the Association
of the amount of Monthiy bues Assessment set by 148CC for the upcoming calendar yr 11
MMCCshalt fail 'a notify the Association of such wnount bythe spacified date, the Monthly Dues.
Assc5rRent shell be deemed to be the amowt of the thai ewrent Monthly Dues Assossnient
ronowtng the dv'nzninauom of the Mvnthly Dues Assessment the Association Will assess and
collect froth Onn at Qualifiedtots the Sccial/Vitricss Membership Assessment (as doflnrid w
theDeclaration) qLtSuant to and in accordance with the Occisration. On to first day of etch and
cvery month after during the term of this Agteetnent. the AUOCtRUOTt shall puovidc to MMCC
a List of all Ownns who n deltnqucnt in the payment or the SocLaIfftfrsess MCnIbCTSSP
Aaesstnent. whi. It list also shall set forth itt aittetrnis ofsuch delirtquenciet in addjUan to all

nghts and rernedes avaiLable to MMCC hereun& at law r in equity. MHCC may SUSPend the

Sociat/Fitncss Mmbership and other pt4vilegcs of any Owner who is dclinqvent in the pamentaf
the sac iallFitncs. Membership Assessment duztg thepcned of any such d&inquaicy

U$I&SED t,JJ4GREfMJNt pj iB-s
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(b) M}ICC and its agcnts shall have the nght to audttand teapect the Assoeiations
tecordsconceSn;SoclaUtlthessMchtbcrslup A sunents naflrasonzbk times dunognormal
business beta ?'IHCC that! bat thecost at any such audit.

R. Default by MHtQ MHCC shalt be in uJef4pltInainder(a 14MCC fleraatv') if MICC
dUll fail to comply with a term provision or covenantofthi.c Agreement and such failure shalt continue
forthirty (30) days aflerw'iflennotice thereof to 1411CC specifying an detail the tcrm prawntonoruovenant
not performed nd the act'on r.quued to cn the failure.ptovidrd that, H' M}ICC tatccs action to cure sudi
failure wtthrn such thirty (10) day period, but is unabc.by re*on qcthe nature of' the work involve& to euro
the sent within such pen'ad, MACC shall out be deemed6, han cqntathtad S MMCC Default if MUCC
theret dl liguitty pursues the curing of the same.

9. tzniedie of thr Association.

(a) fr the evcnta MHCCDcfault shall have nccwnd and he tontinuing.tiw Association
shall have the 14 at ns election, then or any bme thereafter while such failure shill conunue. to
pursue any one ci mare of the (Slowing remedies:

(a) Seek spccif5c pertonnance otthe defaultlngpafly's obligations or irquncbvc relief.
i; applicable, and

(U) Rringaclaimfordaniagcs.

(b) Subject to Paragraph 12. no tunedy granted to the Association is intended to be
exchre of any it remedies hettn or by law provided,but each shall be cuinulatin atid shall
bemadMoryotherremhadaowothccnastingstlaw.incqwty.
or by slanate No .ieLayur omission by the Associabonto exerciseany right accruing upon adtfadt
by the Associanou which contniasLeyund the applicablecurepenod shall impair theAssociatiotis
n'eise of any riht or shall be consthsed to be a wuiver of any deSult or acquiescence theitto.

it The Association shalt be indthulthcrtundcr(ui "4SaC1*tIiIS
Defasltfl if the Associati'ia shall fhil to comply with anyterm, provision urcovenant of this Agnztnentand
such (sum shaft contintr ror dusty (30) days after weiftenioHce thereofl the Mseciation 5peci5rlng in
detail then provision iw covcnantnotpcrfcamcd and the action required tocute the failure. provided that
if the Assothtian takes action f flfl 5fl4 faiJuftwjthj sad,thirty (30) daypenod. but is wiable. b5'rcsson
of the nature of the wurk inwvln& tocure the same within such period, the Association shalt notbe deanS
to have coaunflied an Asancianonflefauli ifAssocjaticm thereafter dil jgetttly pursuesthe cunngo(the same.

ii. Remethe' of MTICC.

(;) Is the ovan a Assoctation tkfault shall have occurred and be contmumg,MMCC
- shalthave the rig1it at its election, then or at anytime thereaftcr whilesuch failure shalt coetnue.

to pursue any onc or more of the following rcmcdiew- (i) etk apecshc perfinnee of the defanltmgtjs obligations or tttjunctlve relief.
E applicable; and

(it) i'ringaclairn for dsnasgcs. .

SU$ILASThIArID AG1c2'a1Lfl
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(b) la• sddition to the remethes provided in Parqraph IU pt,ovt w& the rent the
Association shall fail to pay the Monthly Dues in MIwhen due. MHCC may. u provided in
Paragnph 6 beret' C suspend the Soda Witness Membership snd otherprivileges in the Club ul any
Owner who tailed to pay the SociaVtiktcss Meithcrship Msessrxcnt whendue in accordance with
the tcnns of the 7 teclarsuon Further. irthe Aociatiott shall fail to pay the Monthly Dues when
due and payable and the Anacianon shall have collected froni Ownat of Qualified t.ots the
Suciat/PieessMrmbenkp Assesamciit, but tatkdtDpay to 1411CC alt asnoimts so collected.MU IX
may suspend $oci.il/P(tnees Membenhipprivilegea of all Ownets until such Sueas S Association
pays to P411CC tle full amount of the Social/Pibwn MembershipAsseasntnt collected turn all
Oea.

(c) ft It xnonthly facilitka fees. monthly dnesand otha'sumsnot paid bytheAssociatton
when due shall but interest * the rate WhiCh ¼ the lesser ot(i)eighteenpcrccnt (18%) pa annum
or (ii) the rnnimrm pemtss(ble rate of interest allowed byapplicable law.

(d) S'zbject to Paragraph 12. no remedy gnttd , the MNCC is intended to be
exditeinofany .tr tnnc*fIts herein or by law protde& but each shall be cumulative and shall
be rn,4dihovi tot very othertemedy gnreri hertunderor neworhereatteraisting at law. utcqiity,
or by statute. No lelsy or omission by the MIICC-4oexercise any right accruing upon a default by
the Association w'iichenntinuez beyond the appllabkcute period shall impair theMflCCsexercisefany r*ghtorslk'II be cons*ued to be awaiver of any default or cquicscence thereto.

12. Nl?jcntiMtSn. mao eientsMlla deSuitby tparty hereunder causeathrndnation
of this Agreeencntpnotu' the expiration of the term hereof

Ii. Amendnnti. This Agreement trsay be eowtuhd only ty writtenjnstrument executed by the
Association and >414CC

74. Cbana) tthlBCC. >48CC shallhave therightMany tuneandfromtinieto tame I0change.
amend rnodjfr tire çla Q!nlCITIbVTShipin the Chib, the SeaaDd dues applicable theretoand (habylaws.
mica and repalanens of t1e Club; provided bonn. that thoingthe tm of this Agreement 1414CC dial!
not withmjt the puor wnt'en consent of the Aucjetiqn clindnatt Soe4allflmcss Memberships.

15. ?4jç. Any notice. approval, acceptance or other communication requistd or permitS
hereunder shaH bern wrung and maybe delivvtedperenally,by Iscsirn4eansmissionor sentbytiinted
States Mail, postage prep:ud. regWered or certified, return receipt tequested.addrcssed as follows:

totheAuociatictr; A(4JVO SacznLg'z
aetç, ACthca4.

Withacvpytir
SeIzer. Ealy. Ilemphill & SiSal. LLP
771 E. tabquitz Canyon Way, Suite 328
Palm Spnags, CA 92262

IVPa4aStDIAPIDAGRYfl*NT E' B.?
RQ1IMiibinc6dUn4Art7W$ t17-ZC.oGi

Lfts lZtlld 3ttL 4P4YN PiMF4' !M !!?9 991P'
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To MHCC Minion Halls CountzyOub. Inc.
34.600 Maston ThUs Dnvc
Rancho Mirage, CA 92210

- Atti Torn Catanzariti General Managcr

With copies lix Mithon Kills County Ciub. bit.
P0. Box 819032
Dallas. TX 75381-9012

Atti: Presideot.

Mission Wilts CountyClub, inc.
P.O. Box $19012
ballas, TX 73)81-9012
Atti: General Counsel

or to such other ad&esc designated by the parties pruvtded above. Arty such notice shalt be deemed
effective only upon recoiM, or if sent by oertifir4 or regtstcrcd 11.5. MaiL renwn receipt rtqucstcd. and
rcfucd. upon the date or'efusal as sSwt on the return reecipt.

16. No Modification ofclama The Asiithtivn and tMGI*VVdIgCC thatnoinodifiatwas.
ornendinasts. changes aê litiuns or deletaom to the PeeWation tbat adversely affect other the ability
of the Assaciation to tcrfonn Its obligations tinder UtAgreement or the nghts of MNCC under this
Agreement wilt be made without the pnor wñtri consent oflfl4cC. n tntfurther açee bbind any
successor or sssiçis of :ny 0r their rights under the Declaranun to the resfrictnnis contained In thiS

Paragraph.

17. Limited] .i.abUitLoIt Msocm%q. The Association shall tiavc no habthry to?I.GICC i
aiy Social Member for (ii anyviolation by arty Social Member of the bylaws &nd nJicaand regulations of
the Club (U) the Miuze 0rany Social!wtnnbcr to comply with the Cit nrriibetship application or teaks
my payments due directly to Ctib and (iii) the failure of MIICC to honor the tcinis of or provide.
SociallPithess Metnbersh' pta, any Qualified Lot Owner onuthorized designee.

18. thiflt'2. Anydispute or ciatwcuyaHsing ow. of, or TelaSIgtO. this Ag,tcmcntor the
biach thereof. mvoLsmt claims it excess of the jirisdictioS LISS orto grSl claims cowi or its
equivSait In RJversidi flUIIty Califerna. shall be settled by binding arbs&ation adnthsiatercd by the
Asnerian AftIfltin Msicastion maccvnlance with its rules. Anyj udgmcnt renderedby the athita&St may
be entered in any court hawing junsdctict thereof. Thy arbitration shaft be heard in thePjvcr,idc Cowaty
vtd legal tssua thall be tiecided under the lain ofthe State of California. The paSts shalt be cntitled to
reasonable. but tttte& d'scovery prior to the atfratiofl. The initiatingparty shall gin wriften notice to
the o rpa*yof its intertion to arbitrate, which notice shallcontain anremcntsetbngfotththcnattirC pf
the dispute. the amount Sivolved. ifany, and the remedy sought,and cbalj tIj,attht office of the Aimrlcatt
Arbitration Msociaton 'terest to the CLub three (3) copies ofthe notice and three (3) copies of this
aiifrabon provision. tontlicr with the apprdpnate filing fee. as providedby the American Arbitration
Association. The a,bitrvr shall be selected by using the listing process under the Anialoart ArbtratOtI
Association?; tides. Tlaea4itrator shalt award to the prvnilingpry. ttany. isdctennhtcdby the arbitrator,
dl of its costs and expen.es teats and nptnsaC shaltman all reasonbk pm-award apcnsvs of the
arbitration. including the :trbitito4 fees, administrative fees. travel expenses. out.of-pocltet.expthstssu
as copying arid telephoni , wimess fees. and attorneys' &. By agreeing to be bound byarbitratIon, the

pathos are intending to t"# qnty tvawe any rigjit oftthl by juzy. but 4160 to waive my rights toappeal jhe
,rbitizncm finding.

.

MJILMSEDJdM!P AGWflZ,t!t . Bithi .tB-S
S '1Jfl\III%$fl!SitS Lsp4 A p4 (134441)
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19. Anenlca In dw cvctx ofwyarbitrationabq or proceeding brought byeithcrparty
against the other arising o it ofthis Agreement or any cowt proceedings to enforce an arbiDation award. the
prevaIling party shall bc c'ititled to reeovc rcasortable attorneys kes and costs incurred in such action.

2Q. J,sflmcn. MI4CCwill wh vet reasoriebtyrequestedby the Assuciadon nid
theAssqcjatiqa will wbenrvtr reasonably requested by MNCC. exanite aeknowledge and dcintr, orciusc
to bc executed. aciatow3c Iged and delivered, any and alt conveyances. aaaignrncnth ancC other ianfrumaits
and docwncints which m.y be reasonably necesa,y in order to cowpkctc the transactions cosneniplatcd
hereby arid to catty out th;WIItlS atid peoVuIctis of tin; Agreement,

21. The Associahon recogrnzes arid aclaiowledgcs that it Is looking to
MRCC forthe performance of rho obtigatiotwuittit Awnmtnt. TheAssniation fuflhcntcoilzes arid
ckiiowkdges that no oth.'r entity or thtkiet. including Clubcorp USA, Inn. or any of Us affiliated entities

Is to any manner habIt or responstbk for the ubkgtticms and liabilities of MHCC under this Agreement.
Nothing herein is iratvndt 4 to exempt any person or atthy horn liability under the Unifone Fnudulnit
Transfer Act, die Federal Batplcy Code or any other similar law. It is agreed and understood between
thepartieshereto that that 'rentand affibsted entities ofltdlfCC may provide services for fee tflfficC and
that the providing of suc'l services for a fee and the actions takcn in providing such services shall. of
tbeniielver., to no tnanner 1e eonsfrued to consti lute the undert*long by such parent or affiliated niuty of any
obligation, duty cw habulilv wider this AgreerneriL

22. Npj%jg flfipefriades. Nothing herein contained til be deemed to establish any
rights of third patios aga'nst the parties bcrcto it being the iznent thor the right and obligations act forth
herein are those of thepwbes atone, withno thfrdpanybcazo5ciazySj,ts inzi&d.

23. 1,ipsrJioint Ventuit. Nothing contained in this Agreement shalt be deemed a'
constntcd by the parties b'!xetoot by airy third party a ererung the mdat3onship of(i)pnricipal and agent
(ii) a psrtssezship, or (iii) ' joint venture between the parnes

24. Cntcrwgj. The Agreementmay beexecuS In any nwnber of counterparts with the nine
tffcct a if all pailS bet eto had signed the same duatrttcnt All such countwparts shall be construed
toçethcr and shail cQn9tltu'cone instrument. both, iSting proofhereofit shaltunlybe necanaq to produce
one such countnpart.

25. Time of tj,gsrnct Time is of the essence with respect to the pcrfonmttce of all
obligations provided kitten and the consusnnatiun of alt transactions contemplated hereby.

26. Govcnür g1a. This Apctrnottshall he governed con*ucd. enforced aid inttrpsvtcd iv
accordance with the laws of the State otCahfonua and applicable fetral law.

27. thndnwl ff3. This Agreemcntshtllbe butg upon andinwe to thebenefit oftheparties.
and their respective suec' seors and 1rs; provided, however, that this Agreement nhall not be assigned
by the Msociabon without the prior written cotafl of'MBcc.

28 EthttSArçse$. This Agreement constitutes rho entire Açerment among the parties and
not be tuodif 1e4 or a'nendcd tpt by wntteo insbvncraexecuted by all parties.

IN WiTNESS WKflEO? the parne have executed this Agreement as of the date first Ofl
wzinen.

ViLt1SWLANO *Gan.MEt'T
t2PZ%tAIlSØleaM tad 4p2 sad flZ-2&OQ)
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MISSION HILLS C0C24ThY CLUP, INC

'4
TftIc___________________

tII1 ASSOCiATION;

Mpn-nq rt- Mssn 1-If Jig H-ocneowree
Fr2O4t eSSOCC4'QN

Title: 1?PSCtPfl
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