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BY - LAW
OF

CPIPAUGH N1US OWNERS ASSOCIATION

ARTICLE I
GENERAL PROVISIONS

Section 1. Name. The name of the Corporation is
RORIPAUGH Hfl1k OWNERS ASSOCIATION, hereinafter referred to asthe Association”. The principal office of the Corporation shallbe located in Riverside County, California.

Section 2. Declaration. “Declaration” shall mean.and referto the Declaration of Covenants, Conditions and Restrictions forCounty of Riverside Tract 20703-1, recorded on the day of
• 1988. as Instrument Number , Official Records
of Riverside County.

Section 3. By-Laws Applicability. The provisions of these ByLaws are applicable to the Property.

Section 4. Personal Application. All present or future owners,residents, tenants, future tenants, or their employees, or any otherperson that might use the facilities of the Property in any manner,are subject to the regulations set forth in these By-Laws and to therecorded “Declaration” hereinabove referred to. The mere acquisitionor rental of any of the Lots in the Property or the mere act ofoccupancy of any of the Lots will signify that these By-Laws and theprovisions of the “Declaration” are accepted, ratified. and will becomplied with.

Section 5. Definitions. The definitions contained in theDeclaration are incorporated herein by reference.

ARTICLE II
ETING OF HEMBERS AND VOTING

Section 1. Annual heeting. The first annual meeting of themembers shall be held within one (1) year from the date of
incorporation or establishment of the Association and not later thansix (6) months after the close of escrow on the sale of the first Lotin the Property and within forty-five (45) days after the closing ofthe sale of the Property interest which represents the fifty-first
(51st) percentile interest authorized for sale under the first publicreport for the Property, whichever first occurs. The next annualmeeting shall be set by the Board so as to occur no later than ninety(90) days after the close of the Association’s fiscal year.
Subsequent annual regular meetings of the members shall be held withinthirty (30) days of the same day of the same month of each year
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• thereafter at the h. .f 7:30 o’clock p.m. If t day the annual
meeting of members is a legal holiday, the meeting will be held at thesame hcur on the first day following which is not a legal holiday
(excluding Saturday and Sunday).

Section 2. Special Meetings. Special meetings of the members
shall be promptly scheduled by the Board in response to a vote of a
majority of a quorum of the Board of Directors or upon written request
of members representing not less than five percent (5) of the total
voting power of the Association or at the request of the Federal
Housing Commissioner, Administrator of Veterans Affairs or their duly
authorized representative. If the Association is the obligee under a
bond or other arrangement to secure performance of the commitment of
the Declarant to complete Association Property improvements which have
not been completed prior to the close of escrow of the sale of thefirst Lot and the provisions of the Declaration are applicable, a
special meeting of the members may be called in accordance therewith.

Section 3. Notice and Place of Meetings. Written notice of eachmeeting of the members shall be given by, or at the direction of. the
Secretary or person authorized to call the meeting, by mailing a copy
of such notice, postage prepaid, at least ten (10) but not more than
ninety (90) days before such meeting, to each institutional lender
requesting notice and to each member, addressed to the member’s
address last appearing in the books of the Association, or supplied
by such members of the Association for the purpose of notice. Such
notice shall specify the place, day and hour of the meeting and, in
the case of a special meeting, the purpose of the meeting. Meetings
shall be held within the project or at a meeting place within the sa.meCounty. as close to the Property as possible. Institutional lenders
may designate in writing a representative to attend all meetings. Anyaction which may be taken by a vote of the members at a regular or
special meeting, except the election of governing body members where
cumulative voting is a requirement, may be taken without a meeting ifdone in compliance with the provisions of Section 7513 of the
California Corporations Code.

Section 4. Quorum. The presence either in person or by proxy atany meeting, of sufficient members to constitute at least a bare
majority of the voting power of the Association shall constitute a
quorum for any action except as otherwise provided in the Articles ofIncorporation, the Declaration or these By-Laws. If, however, such
quorum shall not be present or represented at any meeting, a majority
of the members entitled to vote thereat may, unless otherwise provided
by law, adjourn the meeting to time not less than five (5) days nor
more than thirty (30) days from the meeting date, at which meeting the
quorum requirements shall be at least one-third (1/3) of the total
voting power. If a time and place for the adjourned meeting is notfixed by those in attendance at the original meeting or if for any
reason a new date is fixed for the adjourned meeting after
adjournment, notice of the time and place of the adjourned meeting
shall be given to members in the manner prescribed for regular
meetings. The members present at a duly called or held meeting at
which a quorum is present may continue to do business until
adjourtitent, notwithstanding the withdrawal of enough members to leave
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• less than a quorum; pi ‘ided that at least twentyjve percent (25%)of the total voting power of the Aociation remains present in personand/or by proxy and provided further that any action taken shall beapproved by at least a majority of the members required to constitutea quoru.

Section 5. Proxies. At all meetings of members, each member mayvote in person or by proxy. All proxies shall be in writing and filedwith the Secretary before the appointed time of each meeting. Everyproxy shall be revocable and shall automatically cease upon conveyanceby the member of his Lot or upon receipt of notice y the Secretary orthe Board of the death or judicial declaration of incompetence of amember, or upon the expiration of eleven (11) months from the date ofthe proxy. Every form of proxy or written ballot distributed by anyperson to the membership of the Association shall afford theopportunity to specify a choice between approval or disapproval ofeach matter or group of matters to be acted upon, except that it shallnot be mandatory that a candidate for election to the Board be zamedin the proxy or written ballot. The proxy or written ballot shallprovide that, where the member specifies a choice, the vote shall becast in accordance with that choice. The proxy shall also identifythe person or persons authorized to exercise the proxy and the lengthof time it will be valid.

Section 6. Membership and Voting. Membership shall be held asprovided in the Declaration. The Association shall have two (2)classes of voting membership:

Class A: Class A members shall be all owners, with the exceptionof Declarant (as defined in the Declaration) and shall be entitled toone (1) vote for each Lot owned. When more than one (1) person holdsan interest in any Lot, all such persons shall be members. The vote• for such Lot shall be exercised as they among themselves determine,but in no event shall more than one (1) vote be cast with respect toany Lot.

Class B: The Class B member shall be the Declarant and shall beentitled to vote as follows: Voting shall be the same as forClass A memberships except that the Class B member shall be entitledto three (3)votes for each Lot owned: The Class B membership shallforever cease and be converted to Class A membership on the happeningof any of the following events, whichever occurs earlier:

(a) On the second anniversary date of the originalissuance of the most recently issued Final Public Report fora phase of the Property; or

(b) On the fourth anniversary of the originalissuance of the Final Public Report for the first phase ofthe overall development; or

(c) On March 15, 1992.

Except for any action pursuant to Article VIII, Section 6.05 ofthe Declaration, any provision in the Articles of Incorporation, By-
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Laws or Declaration o. ;he Association which requ. es the approval ofa prescribed majority of the voting power of members of theAssoc.ation. other than the Declarant, shall not be construed so as topreclude the Declarant from casting votes attributable to subdivisioninterests which it owns and all said actions shall require, during thetime that there are two outstanding classes of membership, the vote orwritten assent of at least a bare majority of the Class B voting poweras well as the vote or written assent of the prescribed majority ofthe Class A voting power and, in the event that there has been aconversion of Class B to Class A shares, it shall require the vote orwritten assent of a bare majority of the total voting power of theAssociation as well as the vote or written assent of the prescribedmajority of the voting powers of members other than Declarant.

Section 7. Order of Business. The order of business at allmeetings of the members shall be as follows:

(a) Roll Call;

(b) Proof of Notice of Meeting or Waiver of
Notice;

(c) Reading of Minutes of preceding meeting;

(d) Reports of Officers;

(e) Report of Committees;

(f) Election of inspectors of election;

(g) Election of a Director;

(i) New Business.

All meetings of the members shall be governed by Roberts’ ules ofOrder except where such rules are inconsistent with the Declaration,Articles of Incorporation, or these By-Laws.

ARTICLE III
BOARD OF DIRECTORS: SELECTION - TERN OF OFFICE

Section 1. Number. The affairs of the Association shall bemanaged by a Board of five (5) directors who need not be members ofthe Association until conversion of Class B membership to Class A,after which time directors must be members of the Association.

Section 2. Term of Office. At the first annual meeting ofmembers, three (3) directors shall be elected for a term of one (1)year and two (2) directors for a term of two (2) years. Thereafter1directors shall be elected at each annual meeting of members to fillthe vacancies of those directors whose term then expires and the termof each such director so elected shall be two (2) years. if anyannual meeting is not held or the directors not elected thereat, the
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• directors may be elecd at any special meeting or members held forthat purpose. All directors shall hold office until their successorsare elected.

Section 3. Removal; Vacancies. Unless the entire Board isremoved from office by the vote of Association members, an individualdirector shall not be removed prior to the expiration of his term ofoffice if the number of votes cast against his removal would besufficient to elect the director if voted cumulatively at an electionat which the same total number of votes were cast and the entire Boardwas then being elected. A director who is elected solely by the votesof members other than Declarant may be removed from office prior tothe expiration of his term, only by the votes of a majority of membersother than Declarant. In theevent of death or resignation of adirector, his successor shall be selected by a majority of theremaining members of the Board or by a sole remaining director, andshall serve for the unexpired term of his predecessor. The membersmay elect a director at any time to fill any vacancy not filled by thedirectors.

Section 4. Compensation. No director shall receive compensationfor any service he may render to the Association. However, anydirector may be reimbursed for his actual expenses incurred in theperforzzance of his duties.

Section 5. Action Taken Without 1eeting. The directors shallhave the right to take any action in the absence of a meeting whichthey could take at a meeting by obtaining the written approval of allthe directors. Any action so approved shall have the same effect asthough taken at a meeting of the directors. In the event thedirectors, by the unanimous written consent take any action without a:meeting, an explanation of the action taken shall be posted at aprominent place upon the Association property within three (3) daysafter the written consent of all directors has been obtained.

ARTICLE IV
NOMINATION AND ELECTION OF DIRECTORS

Section 1. Nomination. Nomination for election to the BoardofDirectors shall be by a Nominating Committee. Notice to the membersof the meeting shall include the names of all those persons who arenominees at the time the notice is sent. Nominations may also be madefrom the floor at the annual meeting. The Nominating Committee shallconsist of a chairman, who shall be a member of the Board ofDirectors, and two (2) or more members of the Association. TheNominating Committee shall be appointed by the Board of Directors notless than thirty (30) days prior to each annual meeting of themembers, to serve until the close of such annual meeting. TheNominating Committee shall make as many nominations for election tothe Board of Directors as it shall, in its discretion determine, butnot less than the number of vacancies that are to be filled. Allcandidates shall have reasonable opportunity to communicate theirqualifications to members to solicit votes.
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Section 2. ElectIon. The first election of the Board shall beconducted at the first meeting of the Association. At such electionthe members or the proxies may cast, in respect to each vacancy, asmany votes as they are entitled to exercise under the provisions ofthese Ey-Laws and the Declaration. The person receiving the largestnumber of votes shall be elected. Cumulative voting shall be utilizedduring all elections in which two (2) or more positions on the Boardare to be filled; provided however, no member shall be entitled tocumulate votes for a candidate or candidates unless such candidate’sname or candidate’s names have been placed in nomination prior to thevoting and the member has given notice at the meeting prior to thevoting of the member’s intention to cumulate votes. If any one memberhas given such notice all members may cumulate their votes forcandidates in nomination. Voting for directors shall be by secretwritten ballot. So long as a majority of the voting power of theAssociation resides in the Declarant, or so long as there are two (2)outstanding classes of membership in the Association, not less thantwenty percent (2O) of the incumbents of the Board shall have beenelected solely by the votes of the owners than other Declarant.

ARTICLE V
MEETINGS OF DIRECTORS

Section 1. Regular Heetings. Regular meetings of the Board ofDirectors shall be held monthly at such place within the Property andat such hour as may be fixed from time to time by resolution of theBoard. Should said meeting fall upon a legal holiday, then thatmeeting shall be held at the same time on the next day which is not alegal holiday, excluding Saturday and Sunday. Notice of the time andplace of the meeting shall be posted at a prominent place within theAssociation Property and a copy of said notice shall be mailed firstclass postage prepaid to each member of the governing Board at leastten (10) days prior to said meeting provided however, that notice of ameeting need not be given to any Board member who has signed a waiverof notice or a written consent to holding of the meeting.

Section 2. Special Neetings. Special meetings of the Board ofDirectors shall be held when called by written notice signed by thePresident of the Association, or by any two (2) directors other thanthe President. The notice shall specify the time and place of themeeting and the nature of any special business to be considered. Thenotice ha11 be sent to all directors and posted at a prominent placewithin the Association Property not less than seventy-two (72) hoursprior to the scheduled time of the meeting, however, notice of themeeting need not be given to any Board member who has signed a waiverof notice or a written consent to the holding of the meeting.

Section 3. Quorum. A majority of the number of directors shallconstitute a quorum for the transaction of business. Every actperformed or decision made by a majority of the directors present at aduly held meeting at which a quorum is present shall be regarded asthe act of the Board.
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Section 4. Open 1eetings. All meetings of the Board shall beopen to all members, but members other than directors may notparticipate in any discussion or deliberation unless expressly soauthorized by a majority of a quorum of the Board.

Section 5. Executive Session. The Board may, with approval of amajority of a quorum, adjourn a meeting and reconvene in executivesession to discuss and vote upon personnel matters, litigation inwhich the Association is or may become involved, and orders ofbusiness of a.similar nature. The nature of any and all business tobe considered in executive session shall first be announced in opensession.

ARTICLE VI
POWERS AND DUTIES OF THE BOARD

Section 1. Duties. It shall be the duty of the Board ofDirectors to:

(a) Ilaintain the Property as provided for in theDeclaration;

(b) Procure and maintain adequate insurance as required bythe Declaration;

(C) Discharge by payment, if necessary, any lien against theAssociation Property and assess the cost thereof to the member ormembers responsible for the existence of said lien;

(d) As more fully provided in the Declaration:

- (i) Fix the amount of the annual assessmentagainst each lot at last thirty (30) days in
advance of each annual assessment;

(ii) Send written notice of each assessment
to every owner at least thirty (30) days in advanceof each annual assessment; and

(iii) Foreclose the lien against any
property for which assessments are not paid on or
before the due date or bring action at law againstthe owner personally obligated to pay same. -

(e) Pay all expenses and obligations incurred by theAssociation in the conduct of its business including, withoutlimitation, all licenses, taxes or governmental charges levied orimposed against the property or the Association;

(f) Cause to be kept a complete record of all its acts andcorporate affairs and present a statement thereof to the members at
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the. anneal meeting of Le members or at any speci meeting when such
statemeflt is requested in writing by one-fourth (1/4) of the Class A
members:

(g) Keep adequate and correct books and records of account,
minutes and proceedings of its members, Board and committees1 and a
record of its members, giving their naie, addresses and classes of
mernbers.ip;

(h) Supervise all officers, agents and employees of the
Association, and to see that their duties are properly performed;

(i) Furnish, or cause an appropriate officer to furnish,
upon dernand by any person, a certificate signed by an officer of the
Association setting forth whether the assessments upon a specified Lothave been paid. A properly executed certificate of the Association as
to thestatus of assessments on a Lot is binding upon the Association
as of the date of its issuance;

(j) Cause all officers or employees having fiscal
responsibilities to be bonded, as it may deem appropriate;

(k) Enforce these By-Laws and the Declaration.

(1) 4ot less frequently than quartely. the board shall:

(i) Cause a current reconciliation of the
Association’s operating accounts to be made and
review the same;

(ii) Cause a current reconciliation of the
Association’s reserve accounts to be made and
review the same;

(iii) Review the current year’s actual reserve
revenues and expenses compared to the current
year’s budget;

(iv) Review the most current account
statements prepared by the financial institution
where the Association has its operating and reserve
accounts; and

(v) Review an income and expense statement
for the Association’s operating and reserve
accounts.

Section 2. Powers. The Board of Directors shall have the powerto:

(a) Employ a professional managing agent as provided in the
Declaration;

(b) Adopt rules in accordance with the provisions set forth
in the Declaration;

8



(c) Levy end collect assessments and impose fines asprovided for in the Declaration and these By-Laws;

(d) Enforce these By-Laws and the Declaration arid rules inaccordance with the provisions of the Declaration;

(e) Contract and pay for maintenance, gardening, utilities,materials and supplies, and services relating to the AssociationProperty and to employ personnel necessary for the operation of theProperty, including legal a.nd accounting services. the power of theBoard to contract for goods and/or services is subject to limitationsas set forth in Section 3 hereof;

U) To impose monetary penalties, suspend the votingrightsand rights to use the Association Property facilities of a member whois in default in payment of any assessments levied by the Associationor for any violation or infraction of the governing instruments of theAssociation, including the published rules arid regulations thereof,provided that before any decision to impose discipline is reached,that the following procedure be followed: That the member involved begiven fifteen (15) days written notice prior to the imposition of anypenalty and/or suspension; that any such member shall have the rightto be heard orally or in writing before the Board of the Association,not less than five (5) days before the effective date of the
suspension. All notices required pursuant hereto shall be given byfirst class mail, postage prepaid and sent to the last address of themember shown on the records of the Association, provided further thatthe Association shall have no power to cause a forfeiture or
abridgetent of an owner’s right to the full use and enjoyment of hisindividually-owned Lot on account of a failure by the owner to complywith the provisions of the governing instruments or -of fully-enactedrules of operation for the Association Property and facilities exceptwhere the loss or forfeiture is the result of the judgment of a courtor a decision arising out of arbitration or on account of aforeclosure or sale under a power 0! sale for failure of the owner topay assessments levied by the Association.

(i) Any monetary penalties imposed by
the Association as a disciplinary measure for
failure of a member to comply with the governing
instruments or as a means of reimbursing the
Association for costs incurred by the Association
in the repair of damage to the Association
Property and facilities for which the member was
allegedly responsible, or in bringing the member
and his Lot into compliance with the governing
instruments may not be characterized nor treatedas an assessment which may become a lien against
the member’s Lot enforceable by a sale of the
interest in accordance with the provisions of
Section 2924, 2924(b), and 2924(c) of the Civil
Code; and

9



(ii) The provisions of paragraph (i)do not apply to the charges imposed against anowner consisting of reasonable late paymentpenalties for delinquent assessments and/orcharges to reimburse the Association for the lossof interest and for costs reasonably incurred.including attorney’s fees, in its effort tocollect delinquent assessments.

(g) To delegate its authorities and powers tocommittees, officers or employees of the Association;

(h) Limit the number of an owner’s guests who may usethe recreational facilities;

(i) Enter onto any Lot when necessary in connectionwith the maintenance or construction for which the Association isresponsible or emergency repair for the benefit of the AssociationProperty or the owners in common;

(j) Elect officers of the Association;

(k) Fill vacancies on the Board, except for vacanciescreated by the removal of a member of the Board.

Section 3. Prohibited Acts. The Board of Directors shall nottake any of the following actions, except with the vote or writtenconsent of a majority of the,voting power of the Association includinga majority of the members other than Declarant:

(a) Enter into a. contract with a third person wherein thethird person will furnish goods or services for the AssociationProperty or the Association for a term longer than one (1) year withthe following exceptions:

(i) A management contract, the termsof which have been approved by the Veteran’sAdministration;

(ii) A contract with a public utilitycompany if the rates charged for the materials orservices are regulated by the Public UtilitiesCommission; provided, however, that the term of thecontract shall not exceed the shortest term forwhich the supplier will contract at the regulatedrate;

(iii) Prepaid casualty and/or liabilityinsurance policies of not to exceed three (3) yearsduration provided that the policy permits shortrate cancellation by the insured; and

(iv) Lease agreements for laundry roomfixtures and equipment of not to exceed five (5)
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years durati provided that the lessor Aer the
agreement is not an entity in which the Declaranthas a direct or indirect ownership interest of ten
percent (lOX) or more.

(v) Agreements for cable television services
and equipment or satellite dish television services
and equipment of not to exceed five (5) years
duration provided that the supplier is not an
entity in which the Declarant has a direct or
indirect ownership interest of ten percent (10%) or
more.

(vi) Agreements for the sale or lease of
burglar alarm and fire alarm equipment,
installation and services of not to exceed five (5)
years duration provided that the supplier is not an
entity in which the Declarant has a direct or
indirect ownership interest of ten percent (10%) or
more.

(b) Incur aggregate expenditures for capital improvements tothe Association Property in any fiscal year in excess of five percent(5%) of the budgeted gross expenses of the Association for that fiscalyear;

(C) Sell during any fiscal year property of the Associationhaving an aggregate fair market value greater than five percent (5%)of the budgeted gross expenses of the Association for that fiscalyear;

(d) Pay compensation to members of the Board or to theofficers of the Association for services performed in the conduct ofthe Association business; provided, however, that the Board may causea member or officer to be reimbursed for expenses incurred in carryingon the business of the Association;

(a) Filling of a vacancy on the Board created by the removalof a member of the Board.

Section 4. Association Funds. The withdrawl of funds from theAssociation’s reserve account shall require the signatures of either:(i) Two members of the Board; or (ii) One member of the Board and anofficer of the Fkssociation who is not a member of the Board.

ARTICLE VII
OFFICERS AND THEIR DUTIES

Section 1. EnumeratIon of Officers. The officers of thisAssociation shall be a President and Vice-President. who shall at alltimes be members of the Board of Directors, a Secretary and a ChiefFinancial Officer and such other officers as the Board may from timeto time. by resolution, create.
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Section 2. Election of Officers. The election of officers shall
take place at the first meeting of the Board of Directors following
each annual meeting of the members.

Section 3. Term. The officers of this Association shall be
elected annually by the Board and each shall hold office for one (1)
year unless he shall sooner resign, or shall be removed, or otherwise
disqualified to serve.

Section 4. Special Appointments. The Board may elect such other
officers as -the affairs of the Association may require1 each of whom
shall hold office for such period, have such authority, and perform
such duties as the Board may, from time to time1 determine.

- Section 5. Resignation and Removal. Any Officer may be removed
from office by the Board with or without cause. Any Officer may
resign at any time by giving written notice to the Board, the
President or the Secretary. Such resignation shall take effect on the
date of receipt of such notice or at any later time specified therein,
and unless otherwise specified therein, the acceptance of such
resignation shall not be necessary to make it effective.

Section 6. Vacancies. A vacancy in any office may be filled by
an appointment by the Board. The Officer appointed to such vacancy
shall serve for the remainder of the term of the Officer he replaces.

Section 7. Duties. The duties of the officers are as
follows:

(a) President. The President shall preside at all meetings
of the Board of- Directors;- shall see that orders and resolutions of
the Board are carried out; shall sign all leases, mortgages, deeds and
other written instruments and shall co-sign all checks and promissory
notes.

(b) Vice-President. The Vice-President shall act in the
place and stead of the President in the event of his absence,
inability or refusal to act, and shall exercise and discharge such
other duties as may be required of him by the Board.

(c) Secretary. The Secretary shall record the votes and
keep the minutes of all meetings and proceedings of the Board and of
the members; serve notice of meetings of the Board and of the members,
keep appropriate current records showing the members of the
Association together with their addresses, and shall perform such
other duties as required by the Board.

(d) Chief Financial Officer. The Chief Financial Officer
shall receive and deposit in appropriate bank accounts, all monies of
the Association and shall disburse such funds as directed by a
resolution of the Board of Directors; shall co-sign all checks and
promissory notes of the Association; shall keep proper books of
account; shall prepare and distribute the financial information
required pursuant to Article IX Section 1 of these By-Laws. -
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ARTICLE VIII
COt21I TTEES

The Association shall appoint an Architectural Control Committee.as provided in the Declaration, and a Nominating Committee, asprovided in these By-Laws. In addition, the Board of Directors shallappoint other committees as deemed appropriate in carrying out itspurpose.

ARTICLE IX
BOOKS, RECORDS

AND FINANCIAL REPORTS

Section 1. Financial Reports.

(a) The following financial information shall be regularlyprepared and distributed by the governing body to all membersregardless of the number of members or the amount of assets of theAssociation:

(1) A budget for each fiscal year consisting of atleast the following information shall be distributed notless than 45 nor more than 60 days prior to the beginning ofthe fiscal year.

(A) Estimate of revenue and expenses on anaccrual basis.

(B) The amount of the total cash reserves ofthe Association currently available for replacement or majorrepair of Association Property and for contingencies.

(C) An itemized estimate of the remaininglife of. and the methods of funding to defray repair,
replacement or additions to major components of the
Association Property and facilities for which the
Association is responsible.

(D) A general statement setting forth theprocedures used by the governing body in the calculation andestablishment of reserves to defray the costs of repair,replacement or additions to major components of the
Association Property and facilities for which the
Association is responsible.

(2) A balance sheet as of an accounting date whichis the last day of the month closest in time to six monthsfrom the date of closing of the first sale of an interest izthe subdivision and an operating statement for the periodfrom the date of the first closing to the said accountingdate, shall be distributed within sixty (60) days after theaccounting date. This operating statement shall include aschedule of assessments received and receivable identified
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by the number of ge Lot and the name of the entityass esed.

(3) A report consisting of the following shall bedistributed within 120 days after the close of the fiscalyear;

(A) A balance sheet as of the end of thefiscal year; and

(B) An operating (income) statement for thefiscal year; and

(C) A statement of changes in financialposition for the fiscal year; and

(D) For any fiscal year in which the grossincome to the Association exceeds $75,000, a copy of thereview of the annual report prepared in accordance withgenerally accepted accounting principles by a licensee ofthe Calif aornia State Board of Accountancy.

(b) If the report referred to in (a)(3) above is not prepared byan independent accountant, it shall be accompanied by the certificateof an authorized officer of the Association that the statement wasprepared from the books and records of the Association withoutindependent audit or review.

(C) In addition to financial statements, the governing body shallannually distribute within sixty (60) days prior to the beginning ofthe fiscal year a statement of the Association’s policies andpractices in enforcing its remedies against members for defaults inthe payment of regular and special assessments including the recordingand foreclosing of liens against members’ Lots.

Section 2. Inspection By Nembers. The membership registerincluding names, addresses telephone numbers and voting rights, booksof account and minutes of meetings of the members, the Board, and ofcommittees shall be made available for inspection and copying by anymember of the Association, or by his duly appointed representative atany reasonable time and for a purpose reasonably related to hisinterest as a member, at the office of the Association or at suchother place within the Property as the Board shall prescribe.

Section 3. Rules for Inspection. The Board shall establishreasonable rules with respect to:

(a) Notice to be given to the custodian of records by themember desiring to make the inspection;

(b) Hours and days of the week when such an inspection maybe made;
(c) Payment of the cost of reproducing copies of documentsrequested by a member.
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• Section 4. !np.. ,ion By Directors. Every i...rector shall havethe abo1ute right at any reasonable time to inspect all books.recc’rd and documents of the Association and the physical propertiesowned or controlled by the Association. The right of inspection by aDirector includes the right to make extra copies of documents.
Section 5. Copies of Documents. Upon written request, the Boardshall, within ten (10) days of the mailing of such request, providethe owner of any lot in the property, with a copy of the Declaration,By-Laws and Articles of Incorporation, together with a true statementin writing as to the amount of any delinquent assessments, penalties,attorney fees and other charges thereinas provided by theDeclaration. By-Laws or Articles as of the date of the request. TheBoard may impose a reasonable fee for providing such documents andstatement but in no event shall the fee exceed the cost to prepare andreproduce the requested documents.

ARTICLE X
ASSESSNENTS

As more fully provided in the Declaration, each member isobligated to pay to the Association annual and special assessmentswhich are secured by a continuing lien upon the property against whichthe assessment is made. Any assessments whach are not paid withinfifteen (15) days of the due date shall be delinquent. If theassessment is not paid within fifteen (15) days after the due date,the defaulting owner shall pay a reasonable late charge (not exceedingTen Dollars ($10.00) as established by the Board and the assessmentshall bear interest commencing thirty (30) days from the due date atthe rate of twelve percent (12%) per annum and the Association maybring a-n action at law against the owner personally obligated to paythe same or record a notice of assessment pursuant to Civil CodeSection 1367 and foreclose the lien against the Lot, and interest,costs and reasonable attorneys fees of any such action shall be addedto the a-mount of such assessment. No owner may waive or otherwiseescape liability for the assessments provided for herein by nonuse ofthe Association Property or abandonment of his Lot.

ARTICLE XI
AMENDHENTS

Prior to the close of escrow on the sale of the first Lot,Declarant may amend these By-Laws with the consent of the Departmentof Real Estate. After sale of the first Lot, these By-Laws may beamended only by the affirmative vote (in person or by proxy) orwritten consent of members representing a majority of a quorum of theAssociation which shall include a majority of the votes or writtenconsent of members other than the Declararit or where the two classvoting structure is still in effect, shall include a majority of eachclassification of members. However, the percentage of voting powernecessary to amend a specific clause or provision shall not be lessthe prescribed percentage or affirmative votes required for action tobe taken under that clause. So long as there is a Class B membership,any amendment shall require the prior approval of the VeteransAdministration. A draft of any amendment shall be submited to the
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Veterans Administrat prior to its approval by e menbership.

ARTICLE XII
SEVERABI LITY

In case any of these By-Laws conflict with any provisions of thelaws of the State of California, such conflicting By-Laws shall benull and void upon final Court determination to such effect, but allother By-Laws shall remain in full force and effect.

In the case of any conflict between the Articles of Incorporationand these By-Laws, the Articles shall control; in the case of anyconflict between the Declaration and these By-Laws, the Declarationshall control. In case any of these By-Laws conflict with theprovisions of the California Condominium Act, the provisions of saidstatute shall control.

ARTICLE XIII
MISCELLANEOUS

The fiscal year of the Association shall begin on the first day ofJanuary and end on the thirty-first day of December of every year,except that thefirst fiscal year shall begin on the date ofincorporation.

CERTIFICATION OF SECRETARY

I. the undersigned, do hereby certify that:

. I am the duly elected and acting Secretary of1IPAUC1 HILLS OWNERS ASSOCIATION;

2. The foregoing By-Laws comprising 16 pages1 including thispage, constitute the By-Laws of the Corporation duly adopted at themeeting of the Board of Directors thereof duly held on1988.

4tN WITNESS WHEREOF, I have hereunto subscribed my name and affixedthis 3/’ day of/IA/4, 1988.

SE TARY
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