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B10 (Offictal Form 10) (12/08) 3 AMENDED
UNITED STATES BANKRUPTCY COURT CENTRAL DISTRICT OF CALIFORNIA PROOF OF CLAIM

Name of Debtor
CAMEO HOMES, INC , a California corporation

Case Number

8 08-13151-RK

admristrative expense may be filed pursuantio 11 USC § 503

NOTE This form should not be used to make a claim for an admimistrative expense arising after the commencement of the case A request for payment of an

Name of Creditor (the person or other entity to whom the debtor owes money or property)
Lamg/Sequoia Partners LLC and South Banning Properties LLC

Name and address where notices should be sent
Susan § Davis, Esq

Cox, Castle & Nichoison LLP

2049 Century Park East, 28th Floor
Los Angeles, CA 90067-3284
Telephone number (310) 277-4222

Check this box to mdicate that this
claim amends a previousty filed
claim

Court Claim Number 4

(If known)

09/22/08

Filed on

Name and address where payment should be sent (if different from above)

Telephone number

L__l Check this box 1f you are aware that
anyone else has filed a proof of claim
relating to your claim Attach copy of
statement giving particulars

D Check this box 1f you are the debtor
or trustee n ihis case

1 Amount of Claim as of Date Case Filed $14,411,171 19 plus post-judgment mterest

If all or part of your claim 1s secured complete item 4 below however 1f all of your claim 1s unsecured do not complete
1tem 4

If all or part of your claim 1s entitled fo priority complete tem 5

Check this box 1f claim includes interest or other charges 1 addition to the prmcipal amount of claim  Attach itemized
statement of interest or charges

2 Basis for Claim Guaranty (see Attachment)
(See mstruction #2 on reverse side )

3 Last four digits of any number by which credstor :dentifies debtor

3a Debtor may have scheduled account as
(See instruction #3a on reverse side )

4 Secured Claim (See instruction #4 on reverse side )
Check the appropnate box if your claim 1s secured by a lien on property or a right of setoff and provide the requested
information

Nature of property or right of setoff D Real Estate D Motor Vehicle D Other

Describe
Value of Property $ Annual Interest Rate %
Amount of arrearage and other charges as of time case filed included m secured clam,

if any $ Basis for perfection

Amouuat of Secured Claim $ Amount Unsecured §$

6 Credits The amount of all payments on this claim has been credited for the purpose of making this proof of claim

7 Documents Attach redacted copies of any documents that support the claim such as promissory notes purchase
orders invoices 1temized statements or runnng accounts contracts Judgments morigages and security agreements
You may also attach a summary Attach redacted copies of documents providing evidence of perfection of

a secunity mterest You may also attach a summary (See mstruction 7 and defimtion of redacted on reverse side )

DO NOT SEND ORIGINAL DOCUMENTS ATTACHED DOCUMENTS MAY BE DESTROYED AFTER
SCANNING

If the documents are not available please explam

5 Amount of Claim Entitled to
Prionity under 11 US C §507(a) If
any portion of your ciaim falls m
one of the following categories,
check the box and state the
amount

Specify the priority of the claim

D Domestic support obligations under
11U SC §507(a)(1)(A) or (a)(1)XB)

D Wages salanes or commussions (up
to $10 950*) earned within 180 days
before filing of the bankruptcy
petition or cessation of the debtor's
busmess whichever is earlier — 11
U S C §507 (a)(4)

D Contributions to an employee benefit
plan~11 US C §507 (a)(5)

D Up to $2 425* of deposits toward
purchase lease or rental of property
or services for personal family or
household use - 11 US C §507
{aX7)

D Taxes or penalties owed to
governmental umits 11 US C §507
(a)(8)

D Other — Specify applicable paragraph
of 11 US C §507 (a)( )

Amount entitled to priority
$

*Amounts are subject to adyustment on
4/1/10 and every 3 years thereafter with
respect to cases commenced on or gfier
the date of adjustment

Date
Octobewd/, 2009

address above Attach copy of power of attorney 1f any

W%

Cox, Castle & Nicholson/Susan S Davis, Esq, Attorneys for Credrtors

Signature The person filing this claim must sign 1t Sign and print name and tile 1f any of the creditor or
other person authorized to file this claim and state address and telephone nurﬁﬂf different from the notice
22

0CT 21 2009

Penalty for presenting fraudulent claim Fine of up to $500 000 or impnisonment for up to S years or both 18 US C §§ 152and3571
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ATTACHMENT TO PROOF OF CLAIM
FILED BY LAING/SEQUOIA PARTNERS LLC
AND SOUTH BANNING PROPERTIES LLC

2 continued

Laing/Sequoia Partners LLC (“L/S Partners”) and 213 Banning LLC (“213 Banmng”) entered
mto a written agreement entitled “Limited Liability Company Agreement of South Banning
Properties LLC” made as of July 28, 2005 (the “Operating Agreement”), creating South Banning
Properties LLC (“South Banning”) A true and correct copy of the Operating Agreement 1s
attached hereto as Exhbat “1”

Pursuant to the terms of the Operating Agreement and a written agreement entitled “Contribution
Agreement” made as of July 28, 2005 (the “Contribution Agreement”), 213 Banning was
required to contribute to South Banning on or before October 1, 2006 (1) clear title to two
parcels of real property described on Exhibits “A-1" and “A-2” to the Operating Agreement, and
(2) all nghts, pnivileges and easements appurtenant thereto, all improvements and fixtures
thereto, all right, title and interest to all contractual rights and intangible nights relating thereto,
and all personal property on or 1n, or used 1n the ownership, use, occupancy or operation thereto
(collectively, the “Property”) Pursuant to the Operating Agreement, L/S Partners was required
to contribute certain monies to South Banming to pay 1ts costs and expenses, including expenses
to develop the Property for sale and overhead fees payable to 213 Banning A true and correct
copy of the Contribution Agreement 1s attached hereto as Exhibit “2”

Pursuant to a wrtten agreement entitled “Guaranty” executed as of July 25, 2005 (the
“Guaranty”), debtor and debtor-in-possession Cameo Homes (“Debtor”) unconditionally
guaranteed to L/S Partners the full and punctual payment and performance of all of 213
Banning’s obligations under the Operating Agreement and the Contribution Agreement A true
and correct copy of the Guaranty 1s attached hereto as Exhibit 3”

L/S Partners contributed monies m the amount of $1,309,326 68 as required by the Operating
Agreement, however, 213 Banming defaulted on 1ts obligations under the Operating Agreement
and the Contribution Agreement by failing to contribute the Property to South Banning 213
Banning also failed to pay the secured debt on the Property and the lender, MW Housing
Partners III, L P, foreclosed on the Property, acquiring the Property at the foreclosure sale A
true and correct copy of spreadsheet entitled Project Budget and Commitment Analysis 1termizing
the monies contributed to the Property 1s attached hereto as Exhibat “4”

If 213 Banning had contributed the Property to South Banning, South Banning and L/S Partners
had projected that the Property would have generated a profit of several million dollars South
Banning and L/S Partners filed a complaimt agamst 213 Banning, Orange County Superior Court
Case No 30-2008 00110497 (the “Action”), seeking the damages for breach of the Operating
Agreement and the Contribution Agreement, ncluding, but not hmited to, out-of-pocket costs of
$1,309,326 68 and lost profits A Judgment by Default, awarding damages 1n the amount of
$14,305,707 51, plus post-judgment interest in the amount of $358,72 per day starting January 1,
2009, was entered by the Orange County Superior Court in the Action on January 12, 2009

47596\1431585v1
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Pursuant to the Guaranty, Debtor 1s obhigated to pay L/S Partners and South Banning these
damages A true and correct copy of the Judgment 1s attached hereto as Exhibit “S”

Calculation of Damages

Judgment $ 14,305,707 51
Post-Judgment Interest (Note 1) $ 105,463 68
Total Damages as of 10/22/09 $ 1441117119

Note 1 As of October 21, 2009 ($358 72 x 294 days) Post-judgment interest continues
to accrue 1n the amount of $358 72 per day

47596\1431585v1 2
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LIMITED LIABILITY COMPANY AGREEMENT
OF

SOUTH BANNING PROPERTIES LLC,
a Delaware limited liability company

-~
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LIMITED LIABILITY COMPANY AGREEMENT
OF
SOUTH BANNING PROPERTIES LLC,

a Delaware limited liability company

THIS LIMITED LIABILITY COMPANY AGREEMENT (the “Agreement”) of
SOUTH BANNING PROPERTIES LLC, a Delaware limited hiability company (the
“Company”), 1s made as of July 25 , 2005, by and between 213 BANNING LLC, a California
Iimited hability company (“Cameo”), and Laing/Sequoia Partners LLC, a Delaware limited
liability company (“L/S Partners™)

ARTICLE 1
ORGANIZATION

101 Formation; Admission of Members L/S Partners and Cameo (herein
mdividually, a “Member” and collectively, the “Members™) hereby form the Company as a
limited lLiability company under the Delaware Limited Liability Company Act, Delaware Code
Annotated Title 6, Chapter 18, Sections 18-101 through 18-1109, as amended (the “Act”), upon
the terms and subject to the conditions set forth 1n this Agreement L/S Partners shall act as the
managig member of the Company (the “Managing Member”) Prior to the date hereof, a
certificate of formation was filed 1n accordance with the Act (the “Certificate of Formation™)
The Managing Member 1s hereby authorized to file and record any amendments to the Certificate
of Formatton and such other documents as may be required or appropniate under the Act or the
laws of any other jurisdiction in which the Company may conduct busmess or own property
Cameo and L/S Partners are each hereby admitted as a Member of the Company and shall be
shown as such on the books and records of the Company For purposes of this Agreement, a
“Membership Interest™ means a Member’s entire right, title and interest in and to the Company
mcluding the Net Profits, Net Losses and Cash Flow of the Company, the capital thereof and any
other interest therein Except as expressly permutted by this Agreement, no other Person shall be
admitted as a Member of the Company, and no additional Membership Interests shall be 1ssued
No Member shall have the authority to bind any other Member in any capacity other than as a
Member of the Company and nothing mn tlus Agreement shall create a relationship between the
Members other than for the purposes set forth in this Agreement

102 Name and Principal Place of Business

(@  The Company shall conduct its business under the name “SOUTH
BANNING PROPERTIES LLC ” The Members may change the name of the Company and may
adopt one or more fictitious names for use by the Company All business of the Company shall
be conducted under such name and title to all Company assets shall be held in such name

(b)  The Company shall maintain an office in the State of California which
shall be mitially located at the offices of the Managing Member at Suite 280, 19800 MacArthur

-~

47596\1123071v17 1
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Boulevard, Irvine, California 92612 The Company may have such other places of business or
offices as the Managing Member shall determine

103 Term The term of the Company shall commence on the date hereof and shall
expire on the date which 1s five (5) years after the date of this Agreement unless sooner
termunated pursuant to the provisions of this Agreement

104 Registered Agent and Registered Office The name of the Company’s
registered agent for service of process in Delaware shall be Corporation Service Company and
the address of the Company’s registered agent and the address of the Company’s registered
office m the State of Delaware shall be 2711 Centerville Road, #400, Wilmington,

Delaware 19808 Such agent and such office may be changed from time to tme by the
Managing Member The Company’s agent for service of process in the State of Califorma shall
be Stacy McDaniel, whose address 1s 895 Dove Street, Sutte 200, Newport Beach, Califorma
92660 Such agent and address may be changed from time to time by the Members The
Company shall deliver copies of any service of process recerved by its agents for service of
process to 1ts Members

105 Project and Busmess Plan

(@) Description of Project. The express, limited and only purposes of this
Company are (1) to acquire the real property described in Exhibit “A-1” attached hereto (the “63
Acre Property”) and the real property described in Exhibit “A-2> attached hereto (the “160
Acre Property” and collectively with the 63 Aere Property, the “Property™), (1) to enfitle the
63 Acre Property and the 160 Acre Property for development mn accordance with the Business
Plan, as the same may be revised 1n accordance with the terms of thus Agreement, (1) to sell,
exchange, finance, refinance, operate, manage, encumber or otherwise dispose of the Properties
(collectively, the “Preject”), and (iv) to engage 1n any lawful act or activity and to exercise any
powers permitted to limited hiability compantes formed under the laws of the State of Delaware
that are related or mcidental to and necessary, convenient or advisable for the accomplishment of
the purposes set forth 1 subsections (1), (11) and/or (1), above The Company shall not engage
1n any other business without the prior wnitten consent of all of the Members, which consent may
be withheld 1n their discretion

(b)  Business Plan For purposes of this Agreement, the term “Business
Plan” shall mean the projected overall plan and budget for the Project prepared by the Managmng
Member and unammously approved by all of the Members At such times as the Managing
Member shall, in the performance of its duties hereunder, determine that the Business Plan 1s no
longer appropriate, the Managing Member shall have the night to submat to the Members for therr
consideration a proposed revised Business Plan for the Project. Notwithstanding anything
contamned 1n this Agreement to the contrary (except as otherwise expressly provided 1n Section
4 01(a)), 1n no event shall any amendment, update, modification or revision of the Business Plan
be effective until such time as all of the Members have consented thereto The mmtial Business
Plan, which has been approved by all of the Members, 1s attached hereto as Exhibit “B”

47596\1123071v17 2
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ARTICLE 11
CAPITAL AND LOANS

201 Company Accounts The Company shall mamtam for accounting purposes the
following memorandum accounts for each Member

(@  Capital Accounts A separate capital account (“Capital Account”) shall
be maintained for each Member in accordance with the provisions of Exhibit “C” attached
hereto Except as otherwise set forth heremn, all amounts funded as capital contributions by a
Member to the Comfipany under this Agreement shall be credited to such Member’s Capital
Account as of the date of the contribution Net Profits and Net Losses of the Company shall be
allocated and charged to each Member’s Capital Account 1n accordance with the requirements of
Exhibit “C” attached hereto

(b)  Unrecovered Caprtal Accounts A separate unrecovered contribution
account (“Unrecovered Capital Account™) shall be mamtained for each Member Cameo’s
Unrecovered Capital Account shall be credited with amounts funded by it as 1ts Imtial Caprtal m
accordance with Section 2 02(b) below as well as any Additional Capital funded by 1t as heren
provided L/S Partners’ Unrecovered Capital Account shall be credited with amounts funded by
1t as 1ts Base Capital 1n accordance with Section 2 02(a) below, and any Additional Capatal
funded by 1t as heremn provided Except as otherwise set forth herein, all amounts funded as
capital contributions by a Member to the Company shall be credited to such Member’s
Unrecovered Capital Account as of the date of contribution. Each Member’s Unrecovered
Capital Account shall be decreased by distributions of Cash Flow in reduction of 1ts Unrecovered
Capital Account and/or the agreed farr market value of any property (in excess of any
mdebtedness encumbering such property) distributed to such Member as a reduction of its
Unrecovered Capital Account

(¢)  Preferred Returns The Company’s books and records shall be
maintamed to reflect the following preferred return accounts

@ A preferred return (“Cameo Preferred Return”) account shall be
mamntaned for Cameo caleulated at twelve percent (12%) per annum, compounded monthly (the
“Cameo Preferred Return Rate”), on the portion of Cameo’s Unrecovered Capital Account
attnibutable to its Initial Capital outstanding from time to time, provided, however, that during
the pendency of any Event of Default by L/S Partners, the Cameo Preferred Return Rate shall be
mcreased to twenty percent (20%) per annum, compounded monthly

(1) A preferred return (“L/S Partners Preferred Return”) account
shail be mamtained for L/S Partners calculated at twelve percent (12%) per annum, compounded
monthly (the “L/S Partners Preferred Return Rate”), on the portion of L/S Partners’
Unrecovered Capital Account attributable to its Base Capital outstanding from tune to time,
provided, however, that during the pendency of an Event of Default by Cameo, the L/S Partners
Preferred Return Rate shall be mcreased to twenty percent (20%) per annum, compounded
monthly

47596\1123071v17 3 i
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(m) A preferred return (“Additional Capital Preferred Return™)
account shall be maintained for each Member calculated at twelve percent (12%) per annum,
compounded monthly (the “Additional Capital Preferred Return Rate™), on the portion of
such Member’s Unrecovered Capital Account attributable to such Member’s Additional Capatal
contributions outstanding from tune to tume, provided, however, that during the pendency of an
Event of Default, the Additional Capital Preferred Return Rate with respect to the non-defaulting
Member shall be increased to twenty percent (20%) per annum, compounded monthly

(iv)  For purposes of this Agreement, unless otherwise specified, the
term “Preferred Return” shall include the Cameo Preferred Return, the L/S Partners Preferred
Return and the Additional Capital Preferred Return  Each Preferred Return account shall be
decreased to the extent that such Member has received distributions from the Company 1n
reduction of such Preferred Return account as set forth in this Agreement.

202 Capital Contributions Except as otherwise expressly provided in this
Agreement or as may otherwise be agreed to in writing by the Members (1) no part of the capital
contributions of any Member to the Company may be withdrawn by such Member, (2) no
Member shall be entitled to receive 1nterest on 1ts capital contributions to the Company, (3) no
Member shall have the nght to demand or receive property other than cash 1n return for its
contributions to the Company, (4) no capital contributions or loans made by any Member to the
Company shall increase 1ts Percentage Interest, and (5) no Member shall have any right or
obligation to make any capital contribution or loan to the Company For purposes of this
Agreement, “Percentage Interest” means fifty percent (50%) with respect to Cameo and fifty
percent (50%) with respect to L/S Partners, subject to adjustment as provided in this Agreement

(@)  L/S Partners’ Base Capital Contributions Subject to the terms of
Section 7 01(a), L/S Partners shall contribute capital to the Company from time to time to pay
Project Costs specified i the Business Plan (or otherwise permitted pursuant to Section 4 01(a)),
provided, however, at no time shall L/S Partners have the right or obligation to contribute 1n
excess of Two Million One Hundred Eighteen Thousand Five Hundred Dollars ($2,118,500)
pursuant to the terms of this Section 2 02(a) All capital contributions funded by L/S Partners
pursuant to the terms of this Section 2 02(a) shall constitute its “Base Capital”

(b) Cameo’s Initial Capital Contribution

@ Upon the date (the “Property Contribution Date™) which is the
earhier to occur of (A) the date which 1s seven (7) days after the date upon which all requisite

governmental approvals have been obtamed to the specific plan for the development of the 63
Acre Property, or (B) October 1, 2006, Cameo shall convey all of the Property to the Company
in accordance with the terms of that certain Contribution Agreement entered into concurrently
herewrth by and between the Company and Cameo (the “Confribution Agreement”) Cameco
shall, upon the closing of the conveyance of the Property to the Company in accordance with the
terms of the Contribution Agreement (the “Property Contribution Closmg”) (and i no event
prior thereto), rece1ve a credit to its Capital Account and Unrecovered Capital Account in the
amount of Two Million One Hundred Eighteen Thousand Five Hundred Dollars ($2,118,500) by
reason of such contribution as its mtial capital contribution to the Company (“Initial Capital”)

47596\1123071v17 4
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(1)  Inthe event that the Contribution Agreement 1s termmated in
accordance with its terms prior to the Property Contribution Closing for any reason other than a
default by Cameo thereunder, then, upon the written demand therefor by any Member, such
termunation shall work an immediate dissolution of the Company

(1)  Notwithstanding anything contained 1n this Agreement to the
contrary (with the sole exception of the express terms of Sections 2 02(b)(1) and (1v) hereof), n
the event that the Company (A) becomes entitled to, is paid or otherwise obtans or dertves any
damages or other compensation in connection with any breach by Cameo or Guarantor of the
Contribution Agreement or Guaranty, respectively, and/or (B) receives any payments or other
consideration from Cameo or Guarantor pursuant to the terms of the Contribution Agreement or
Guaranty, respectively, Cameo shall not be entitled to or otherwise receive any credit to its
Capital Account or Unrecovered Capital Account or any other credit hereunder in connection
therewith

(xv)  Notwithstanding anything contamned 1n this Agreement to the
contrary, in the event that Cameo breaches its obligation fo contribute the Property to the
Company 1n accordance with the terms of the Contribution Agreement, the parties hereto do
hereby agree that upon the occurrence of such a default by Cameo, and without any imitation on
any other rights and remedies of the Company and/or L/S Partners in connection therewith, (A)
Cameo’s rights under Section 7 01 shall be deemed termiated and of no further force or effect,
and (B) L/S Partners shall have the authonty to take sole and exclusive charge and control of the
Company free and clear of any and all restrictions 1mposed upon Managing Member by this
Agreement (including any and all restrictions set forth in ARTICLE IV and any and all consent,
voting or approval rights granted to Cameo)

(v)  Asamatenial inducement of L/S Partners to become a Member in
the Company, Cameo Homes, a Califormia corporation (the “Guarantor™), shall execute and
deliver to L/S Partners that certain Guaranty, of even date herewith (“Guaranty™), for the benefit
of L/S Partners

~

(c) Additional Capital The Members acknowledge and agree that except as
hereinafter provided, any additional funds needed by the Company shall be contributed as
additional capital (“Additional Capital”) to pay Project Costs in excess of those required to be
contributed by the Members pursuant to Section 2.02(a) and (b) above If Managing Member
determines that additional funds are or will be needed, Managing Member may give written
notice of such projected cash deficit to the Members which shall summarize, with reasonable
particulanty, the Company’s actual and projected obligations to be funded. Within ten (10) days
following the unammous agreement of the Members, 1n their sole discretion, that such additional
capital 1s required (“Funding Date”), the Members shall each fund fifty percent (50%) of such
additional required funds to the Company Except as otherwise expressly provided i this
Agreement, in no event shall any Member have any right or obligation to fund any Additional
Capatal unless and until the Funding Date occurs with respect to such Additional Capital
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ARTICLE 11
CASH MANAGEMENT AND DISTRIBUTIONS

301 BankAccounts

(a) Collection Account Except for Capital Proceeds, any and all revenues,
distributions, payments, refunds, rebates, resmbursements and the like, of any kind or nature,
recerved by the Company with respect to any of its assets in excess of Costs of Sale incurred by
1t (collectively, “Net Proceeds™) shall be deposited directly into an account established by the
Managing Member (the “Collection Account™) For purposes of this Agreement, “Costs of
Sale” means the following Project Costs that are deducted from gross sales proceeds and are not
available until the close of escrow for each portion of the Property outside broker fees, actual
closing costs and prorations as shown on a certified closing statement, and other related fees and
costs Disbursements from the Collection Account shall only be made on the signatures of
authorized representatives of both of the Members acting together

(b)  Project Cost Account All proceeds of capital contributions, as well as
all funds drawn under any Company finaneing (collectively, “Capital Proceeds”), shall be
deposited directly into an account in the name of the Company established by the Managing
Member (the “Project Cost Account”). Disbursements from the Project Cost Account shall be
made for payment of the costs and habilities to be paid or assumed by the Company 1
connection with the Project (“Project Costs”) Disbursements from the Project Cost Account
shall only be made on the signatures of authorized representatives of both of the Members acting
together

302 Distnibutions of Cash Flow Except as provided elsewhere 1n this Agreement,
cash held 1n the Collection Account from time to time in excess of such reserves as are
established from time to time by the unanimous reasonable agreement of the Members for
anticipated cash disbursements that will have to be made before anticipated additional cash
receipts will provide the funds therefor (the “Cash Flow”) shall be distributed to the Members as
soon as 1t becomes available for distribution, but 1n no event less often than monthly by the 25th
day of each calendar month, in the following order of pniority.

(a)  Preferred Return on Additional Capital. First, to the Members in the
ratio that the accrued and unpaid Preferred Return on Additional Capital contributed by each
Member bears to the aggregate of the accrued and unpaid Preferred Return on Additional Capital
contributed by both Members, until and to the extent required to reduce each Member’s accrued
and unpaid Preferred Return on all such Additional Capital to zero (0)

(b)  Unpaid Preferred Return Next, to the Members in the ratio that the
accrued and unpaid Preferred Return of each Member bears to the aggregate of the accrued and
unpaid Preferred Return of both Members, until and to the extent required to reduce each
Member’s accrued and unpaid Preferred Return to zero (0)

()  Additional Capital. Next, to each Member as a reduction of its
Unrecovered Capital Account in the ratio that the Addstional Capital contnbuted by each

47596\1123071v17 6



H

Case 8 08-bk-13151-RK  Clam 4-2 Part2  Filed 10/21/09 Desc Exhibit 1-1  Page
13 of 21

Member bears to the aggregate of the Additional Capital contributed by both Members, until and
to the extent required to reduce each Member’s Additional Capatal to zero (0)

(d)  Unrecovered Capital Next, to each Member as a reduction of 1ts
Unrecovered Capital Account 1n the ratio that the Unrecovered Capital Account of each Member
bears to the aggregate Unrecovered Capital Account of both Members, until and to the extent
requured to reduce each Member’s Unrecovered Capital Account to zero (0)

(e)  Balance Thereafter, to the Members 1n accordance with their respective
Percentage Interests

ARTICLE IV
MANAGEMENT

401 Authority; Major Decisions

() InGeneral The busmess, property and affairs of the Company shall be
managed exclusively by the Managing Member Except for where this Agreement expressly
requures the approval of the Members, the Managing Member shall have full, complete and
exclusive authonty, power and discretion to manage and control the business, property and
affairs of the Company and to make all decisions regarding those matters, including, without
limitation, the decision to acquure property, to sell, transfer, encumber or otherwise dispose of the
assets of the Company, and to perform any and all other actions customary or incident to the
management of the Company’s business, property and affairs Notwithstanding anything
contained herein to the contrary, m no event shall the Managing Member have any authonty to
make any decision, take any action or give any approval or consent on behalf of the Company
which is m conflict with the Business Plan, except to the extent approved by all of the Members
Any person may rely on a certificate addressed to that person and signed by the Managing
Member

® as to who are the Members hereunder,

(i)  as to the existence or nonexistence of any fact which constitutes a
condition precedent to acts by the Members or the Managing Member or m any other manner
germane to the affairs of the Company,

(ui) as to who 1s authorized to execute, acknowledge, seal, verify or
deliver any instrument or document of the Company,

(v)  as to the authenticity of any copy of the Certificate of Formation,

this Agreement, amendments thereto or restatements thereof, and any other document relating to
the conduct of the affairs of the Company, or

(v)  astoany act or failure to act by the Company or as to any other
matter whatsoever involving the Company or any Member

(b) Major Decisions Notwithstanding anything contained in this Agreement
to the contrary, the Managing Member shall not have the power or authority to authorize or
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approve any of the following on behalf of the Company (individually, a “Major Decision” and
collectively, the “Major Decisions™) without the prior written consent of all of the Members

® Constructing any improvements on the Property

()  Selling any or all of the Property, any other real property or any
interest therein

(1) Hmmng any employees

(tv)  Adopting, amending, modifying, altering or changing the Business
Plan (except as permitted mn Section 4 01(a))

(v)  Merging the Company into any other entity or otherwise entering
into any sumilar entity reorganization

(vi)  Admitting any Person as a Member of the Company, except as
otherwise expressly permitted pursuant to the terms of Section 11 03

(vi1) Amending or modifying this Agreement or any of the other
orgamzational documents and organizational instruments governing the Company

(vii1) Amending or modifying the Contnibution Agreement

(x)  Causing the formation of any corporation or other subsidiary entity
owned or controlled, 1n whole or m part, by the Company

(x) Making any decision or taking any action which, under the
provisions of this Agreement, is required to be approved by all of the Members or which 1s
required to be approved by the Member which 1s not the Managing Member

(x1)  Seeking relief under federal or state bankruptcy law, mstituting
proceedings to have the Company adjudicated a bankrupt or nsolvent, consenting to the
institution of bankruptcy or msolvency proceedings aganst the Company, filing a petition or a
consent to a petrtion seeking reorganization or relief under any applicable federal or state
bankruptcy law, consenting to the appointment of a recerver, hquidator, trustee or similar
official, making any assignment for the benefit of the Company’s creditors or admitting in
writing the Company’s mabulity to pay its debts generally as they become due

(xn) Confess a judgment against the Company

(xu1) Mortgage, pledge, hypothecate or subject any of the Company’s
assets to any type of hen or encumbrance (other than mchoate liens for contractors and
subcontractors established by applicable law)

(z1v) Do any act (A) 1n contravention of this Agreement, or (B) which
would make 1t impossible or unreasonably burdensome to carry on the business of the Company
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(c)  Useof System’s Name Inno event may the Company use the name of
the State of California Public Employees Retirement System (the “System”), an investor in a
member of L/S Partners, or identify the System as having any involvement of any kind in the
Company or the Project including 1n advertising, press releases or responding to inquiries
without the prior written consent of L/S Partners, which consent may be withheld 1n its
discretion

402 Managing Member The Company shall have one (1) Managing Member The
Managing Member shall be L/S Partners. The Managing Member may only be removed upon
the unamimous consent of all of the Members Any vacancy occurring for any reason in the
position of Managing Member may only be filled by the unanimous consent of all of the
Members, provided, however, 1n the event that L/S Partners transfers its Membership Interest in
accordance with the terms of Section 11 01(a) hereof, such transferee shall automatically become
the substitute Managing Member effective as of the date of such transfer and the consent of the
Members shall not be required 1n connection therewith Notwithstanding the foregoing
provisions of this Section 4 02, upon and effective as of the making of a Project Termination
Election by L/S Partners 1in accordance with the terms of Section 7 01 hereof, L/S Partners shall
be deemed to have been removed as Managing Member and Cameo shall be deemed to have
been appointed as the substitute Managing Member, provided, however, notwithstanding such
substitution, L/S Partners shall nevertheless remain 1n jomnt control of the Collection Account,
and Managing Member shall continue to deposit all Net Proceeds into such Collection Account,
until such time as L/S Partners has been distributed all of 1ts accrued Preferred Return, its
Unrecovered Capital Account has been reduced to zero (0) and all other amount due to 1t
pursuant to this Agreement have been paid to it

403 Representatives of Members.

(a) Authorized Representatives L/S Partners hereby designates Douglas C
Neff, Jay Pruitt, Wayne Stelmar and Terry Neale as its authorized representatives hereunder
Cameo hereby designates Vic Mahony and Jim Gianulias as its authorized representatives
hereunder Each representative appointed by a Member shall act as agent for and under the sole
and exclusive direction and control of such Member Each Member may, by written notice to the
other, appoint and/or remove any representative appointed by such Member and appoint a
substitute therefor, provided, however, that any new representative appointed by any Member
must exther (1) be an officer, director, pariner, member, manager, princtpal or employee of such
Member, or of an Affiliate of such Member; or (11) be approved by the other Member.

(b)  Meetings There shall be no regularly scheduled meetings of the
Members, however, the Members’ representatives shall meet as often as necessary or desirable to
carry out the business of the Company Meetings shall be held at the principal offices of the
Company unless otherwise agreed. Any Member may convene a meeting upon at least three (3)
business days prior notice to the other Member specifying the date, time and place of meeting
and the agenda for the meeting The Members may also hold meetings by telephone and may
make decisions without a meeting by unanimous written consent.

{¢) Yoting Rights of Members In their capacity as Members (as opposed to
Managing Member where and if applicable), no Member of the Company shall have any
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management or approval authonty over the activities of the Company except as otherwise
expressly provided m this Agreement

404 Miscellaneous Covenants

(a)  Other Busmess Opportunities No Member or Affiliate shall have any
obligation, fiduciary or otherwise, with respect to the Company or to the other Member msofar
as making other opportunities available to the Company or to the other Member The Members
may, notwithstanding the existence of this Agreement, engage 1n whatever activities they choose,
whether the same 1s competitive with the Company or otherwise, without having or incurring any
obligation to offer any interest in such activities to the Company or to the other Member

(b) Related Party Contracts For purposes of this Agreement, “Affiliate”
means (1) any Person which, directly or indirectly, through one or more intermediaries, controls,
1s controlled by, or 1s under common control with the Person 1 question, or (1) any officer,
director, partner, member, manager, trustee, employee or beneficial holder of an interest of
twenty-five percent (25%) or more 1n the Person 1n clause (1) above, and “Person” means any
individual or any corporation, partnership, limited hability company, limited liability partnership,
joint venture, trust, business trust, cooperative or association For purposes of this definition, the
term “control” means the ownership of twenty-five percent (25%) or more of the beneficial
interest or the voting power of the appropriate Person All transactions of the Company with any
Member or its Affihiate shall be on terms and conditions which are at Jeast as favorable to the
Company as the terms generally available m arm’s-length transactions with independent third
parties for equivalent goods or services The Member which 1s not the Managing Member,
acting alone, shall have the sole right on behalf of the Company to send any appropriate notice of
default or termination, to make any election, to mnstitute legal proceedings and/or to take such
other action as may be necessary or appropnate to enforce the nghts and remedies and protect
the interests of the Company pursuant to any agreement now or hereafter entered into between
the Company and the Managing Member or any Affiliate of the Managing Member

(c) Contribution Agreement Notwithstanding anything contained 1n this
Agreement to the contrary, L/S Partners, acting alone, shall have the sole night on behalf of the
Company (1) to send any appropniate notice of default or termination, to make any election, to
institute legal proceedings and/or to take such other action as may be necessary or appropriate to
enforce the rights and remedies and protect the interests of the Company pursuant to the terms of
the Contribution Agreement and/or the Guaranty and (11) to enter into any amendment or
modification to, to cause or consent to the termination of, and/or to cause or consent to the
waiver of any rights under, the Contribution Agreement and/or the Guaranty

(d) Insurance Managing Member shall, at the sole cost and expense of the
Company, cause the Company to mamtan (or cause to be maintained on the Company’s behalf)
such msurance as the Managing Member shall deem to be reasonably necessary

405 Emergency Authority Notwithstanding the provisions of Section 4 01, the
Managing Member shall have the night to take such action as 1t deems necessary for the
protection of life or health, or the preservation of Company assets 1f, under the circumstances, m
the good faith judgment of the Managing Member, there exists an emergency situation requunng
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an immediate decision which should not be delayed until the approval of the Members, 1f so
requured, 1s obtained

406 Cooperation of Cameo Cameo shall provide, at no out of pocket cost or
expense to 1tself, such assistance in connection with the Project as may be reasonably requested
by the Managing Member, including, without limitation, in obtaning the requisite entitlements
for the Project To the extent that Cameo ncurs any such out of pocket costs or expenses, such
costs and expenses shall be reimbursed by the Company to Cameo 1f and to the extent they were
included n the Busimness Plan and approved by the Managing Member prior to being incurred by
Cameo Nothing contained m this Agreement shall be interpreted so as to limit any of Cameo’s
obhigations under the Contribution Agreement, including, without Iimitation, its obligations
under Section 7(b) of the Contribution Agreement

ARTICLE V
FEES AND REIMBURSEMENTS

501 Fees and Reimbursements Except as otherwise set forth m this Section 5 01,
neither the Company nor any Member shall pay any fees or reimbursements to a Member or any
Affiliate of a Member including any charge or reimbursement for general overhead or
administrative services or for rexmbursements for salaries or benefits of employees The
Company shall pay the following fees and rexmbursements

(& L/S Partners Overhead Fee In consideration of its services to be
rendered to the Company, L/S Partners shall be paid an overhead fee equal to $240,000 (the “L/S
Partners Overhead Fee”), which fee shall be payable 1n 24 equal monthly installments of
$10,000 each, with the first payment being made on the first calendar day of the first month
following the execution of this Agreement and thereafter on the first calendar day of each
followmg month until the entirety of such fee has been paid to L/S Partners

(b) Cameo Overhead Fee In consideration of its services to be rendered to
the Company, Cameo shall be paid an overhead fee equal to $96,000 (the “Cameo Overhead
Fee”), which fee shall be payable in 24 equal monthly installments of $4,000 each, with the first
payment being made on the first calendar day of the first month following the execution of this
Agreement and thereafter on the first calendar day of each following month until the entirety of
such fee has been paid to Cameo

(¢) Insurance So long as the Managing Member and/or 1ts Affihates provide
and keep m force the insurance detailed in Section 4.04(d) above, the Managing Member and its
Affihates, as applicable, shall be reimbursed by the Company for all payments made in
connection therewith

(d)  Due Diligence and Formation Expenses L/S Partners shall be entitled
to be reimbursed by the Company for 1ts out-of-pocket expenses incurred n the due diligence
investigation of the Property and the Project, including fees for attorneys, accountants, allocated
costs for m house legal services, consultants, and other professionals, but only to the extent set
forth on Exhibit “E” attached hereto. Each of the Members shall be entitled to be reimbursed by
the Company for 1ts out-of-pocket expenses incurred in the formation of the Company and the
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drafting and negotiation of this Agreement, the Contribution Agreement and all other agreements
entered nto i connection herewith, including fees for attorneys and allocated costs for in-hounse
iegal services In the event that Managing Member elects to obtain a policy of title insurance to
ensure the Company’s nghts to acquire the Property pursuant to the Contribution Agreement, the
Company shall pay the cost of such pohcy

(¢) General Reimbursement of Managing Member The Managing
Member shall be entitled to be reimbursed by the Company for any and all Project Costs which 1t
incurs to the extent the same are contemplated by the Business Plan (or are otherwise permitted
pursuant to the operation of Section 4 01(a))

ARTICLE VI
DEFAULTS AND REMEDIES

601 Event of Default For purposes of this Agreement, “Event of Default” means
the occurrence of any of the following

()  The mmaccuracy of any matenial representation or warranty made by any
Member 1n this Agreement or by such Member or any of 1ts Affiliates under any other agreement
with the Company or the other Member

(b)  The breach or default by any Member or 1ts Affiliate of any of its
respective covenants, agreements or obligations 1n this Agreement, 1n any other agreement with
the other Member which relates to the Company, this Agreement and/or the Property, or in any
other agreement with the Company, provided such Member shall have recerved written notice of
such breach or default and (1) 1n the case of a monetary breach or default, shall not have cured
such monetary breach or default within ten (10) days following receipt of such notice, and (1) in
the case of a non-monetary breach or default which 1s reasonably susceptible of cure, shall not
have commenced to cure or remedy such breach or default within ten (10) days following receipt
of such notice and cured or remedied such breach or default within thirty (30) days following the
date of such notice, provided, however, if the nature of such breach or default 1s not reasonably
susceptible of cure within such thirty (30) day period and the curing Member has, 1n the
reasonable opinion of the other Member, been diligently proceeding with such cure or remedy,
an additional period of time reasonably required to effect such cure shall be granted not to
exceed a period of minety (90) days This Section 6 01(b) shall not apply to any breach or default
by Cameo or Guarantor under the Contribution Agreement and/or the Guaranty

{(c)  Asto Cameo, if any default by Cameo occurs under the Contribution
Agreement which is not cured within any applicable notice and cure period provided for therein

(d  Asto Cameo, if any default by Guarantor occurs under the terms of the
Guaranty which is not cured within any applicable notice and cure period provided for therein.

(¢)  The occurrence of an Event of Bankruptcy with respect to a Member For
purposes of this Agreement, an “Event of Bankruptcy” means*

@ The entry of a decree or order by a court of competent jurisdiction
{A) adjudgmng a Guarantor or a Member, as the case may be, a bankrupt or insolvent, or
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(B) approving as properly filed a petition seeking reorgamzation, readjustment, arrangement,
composition or similar relief for a Guarantor or such Member, as the case may be, under the
federal bankruptcy laws or any other similar applicable law or practice, and if such decree or
order referred to 1n this Section 6 01(e)(s) shall have continued undischarged and unstayed for a
period of sixty (60) days

(1)  The entry of a decree or order by a court of competent jurisdiction
(A) for the appomntment of a recerver, hiquidator, trustee or assignee in bankruptcy or insolvency
of a Guarantor or a Member, as the case may be, or for the winding up or hiquidation of its
affairs, and such decree or order shall have remaied i force undischarged and unstayed for a
period of sixty (60) days, or (B) for the sequestration or attachment of any property of a
Guarantor or such Member, as the case may be, without its return to the possession of a
Guarantor or such Member, as the case may be, or 1ts release from such sequestration or
attachment within sixty (60) days thereafter

(u) Ifa Guarantor or a Member, as the case may be, (A) mstitutes
proceedings to be adjudicated a voluntary bankrupt or an msolvent, (B) consents to the filing of a
bankruptcy proceeding agamst it, (C) files a petition or answer or consent seeking
reorgamzation, readjustment, arrangement, composition or simlar rehief for itself under the
federal bankruptcy laws or any other sumilar applicable law or practice, (D) consents to the filing
of any such petition, or to the appointment of a recerver or liquidator or trustee or assignee in
bankruptcy or insolvency for iself or a substantial part of its property, (E) makes an assignment
for the benefit of 1ts creditors, (F) is unable to or admits 1n writing its ability to pay its debts
generally as they become due, or (G) takes any action i furtherance of any of the aforesaid

purposes.

For the purposes of this Agreement, an Event of Bankruptcy with respect
to Guarantor shall be treated as an Event of Bankruptcy by Cameo

602 Effect of Event of Defanlt In addifion to the remedies set forth hereimn fora
Member’s farlure to timely fund any required capital contribution or payment, upon the
occurrence of an Event of Default by any Member, the non-defaulting Member shall have the
right, but not the obligation, upon giving the defaulting Member ten (10) calendar days written
notice of such election (and provided such Event of Default 1s continuing through the end of such
10-day peniod), to take any of the following actions.

(@  Dissolve the Company,
(b) [Intentionally deleted], or

(c)  Pursue any other nght or remedy available in this Agreement, at law or in
equity

The election to pursue any of the foregoing remedies shall not preclude or prohibit the
non-defaulting Member from concurrently and/or subsequently pursumg any other remedy.

47596\1123071v17 13



_RK Claim 4-2 Part2 Filed 10/21/09 Desc Exhibit 1-1  Page

Case 8 08-bk-13151 20 of 21

ARTICLE VII
PROJECT TERMINATION ELECTION

7.01 Project Termination Election In the event that L/S Partners shall at any time
determine, 1n 1ts sole and absolute discretion, that any or all of the entiflements and approvals to
be obtamed with respect to any or all of the Property cannot be timely obtammed as contemplated
1n the Business Plan or that 1ts projected return on its mvestment 1n the Company has declined to
a level which 1t deems to be unsatisfactory, L/S Partners shall have the right (but not the
obligation) to elect, by written notice to Cameo, to terminate the Project (a “Project
Termmation Election™)

(@) Conditional Indemnity Notwithstanding anything contained in this
Agreement to the contrary, 1n the event that L/S Partners makes a Project Termnation Election at
any time pnor to the Property Contribution Closing, then, except to the extent arsing from the
negligence or willful misconduct of Cameo and/or any of its Affiliates, L/S Partners shall
indemnify and hold harmless the Company from any actual damages, hiabihities, losses, costs or
expenses (including, without limrtation, reasonable attorneys’ fees) which 1t incurs pursuant to
the indemnity contained 1n the last sentence of Section 7(c) of the Contribution Agreement, but
only to the extent that the underlying claim first arose prior to the Project Termination Election

(b)  Effect of Project Termination Election Notwithstanding anything
contained 1 this Agreement to the contrary, in the event that L/S Partners makes a Project
Termination Election, then, from and after the date of such election, (1) L/S Partners shall have
no further obligation to make any capital contributions to the Company pursuant to the terms of
Section 2 02(a) of this Agreement ot otherwise, (11) L/S Partners shall cease to accrue any
additional Preferred Return, (111) L/S Partners shall not be entitled to receive any additional
payments of L/S Partners Overhead Fee, (iv) L/S Partners shall be deemed to have been removed
as Managing Member and Cameo shall be deemed to have been appointed the substitute
Managing Member as provided m Section 4 02, (v) a memorandum of this Agreement, 1n the
form of Exhibit “F” attached hereto shall be executed by all of the Members-and recorded 1n the
Official Records of the County of Raverside within seven (7) days following the making of such
Project Termmation Election, (vi) no physical improvements shall be constructed on the Property
prior to the distribution to L/S Partners of all of 1ts accrued and unpaid Preferred Return and the
entire balance of 1ts Unrecovered Capital Account (or, if such Project Termmation Election 1s
made prior to the Property Contribution Closing, the entire balance of its Unrecovered Caputal
Account with the sole exception of the last $200,000 thereof), (vi1) L/S Partners shall promptly
deliver to Cameo, without any representation or warranty and subject to the nghts of all third
parties, copies of all reports, studies and other materials prepared for L/S Pariners or the
Company by any unaffiliated third parties 1n connection with the Property and/or its
development, but only to the extent the same have been delivered to L/S Partners or the
Company, (vin) if and when L/S Partners shall have been distributed all of 1ts accrued and
unpaid Preferred Return and the balance of 1ts Unrecovered Capital Account shall have been
reduced to zero (or, 1f such Project Termination Election 1s made prior to the Property
Contribution Closing, the balance of 1ts Unrecovered Capital Account shall have been reduced to
$200,000), then (A) the entire Membership Interest of L/S Partners in the Company shall be
deemed to have been liquidated by the Company, (B) except as otherwise expressly provided in
this Subsection (vii1), L/S Partners shail thereupon cease to have any right, title or interest in and
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to the Company, (C) except as otherwise provided in Section 7 01(a), L/S Partners shall
thereupon be deemed to have been released by the Company, Cameo and ail of their respective
Affiliates from and agamnst any and all claims, losses, damages, costs, expenses, demands,
liabilities, obligations, liens, encumbrances, rights of action and/or attorneys’ fees arising in
connection with the Company, the Property and/or under this Agreement, and (D) all of L/S
Partners rights under Section 9 03 shall survive such hiquidation and any future modification of
the terms of such Section or the Agreement and L/S Partners shall continue to have the benefit
thereof, and (1x) Section 3 02 of this Agreement shall be deemed to have been deleted 1n its
entirety and the following substituted in heu thereof

“3 02 Dastributions of Cash Flow Except as provided elsewhere 1 this
Agreement, cash held in the Collection Account from time to time 1n excess of such reserves as
are established from time to time by the Managing Member for anticipated cash disbursements
that will have to be made before anticipated additional cash receipts will provide the funds
therefor (the “Cash Flow™) shall be distributed to the Members as soon as 1t becomes available
for distribution, but 1n no event less often than monthly by the 25th day of each calendar month,
in the following order of prionty

(@ Cameo’s Unpaid Preferred Return First, to Cameo, until
and to the extent required to reduce Cameo’s accrued and unpaid Preferred Return to zero (0)

(b) Cameo’s Unrecovered Capital Next, to Cameo, until and
to the extent required to reduce Cameo’s Unrecovered Capital Account to zero (0)

(c) L/S Partners’ Unpaid Preferred Return Next, to L/S
Partners, until and to the extent required to reduce L/S Partners’ accrued and unpaid Preferred
Returmn to zero (0)

(@)  L/S Partners’ Unrecovered Capital Next, to L/S Partners,
untl and to the extent required to reduce L/S Partners® Unrecovered Capital Account to zero (0)
(or, 1f the Project Termination Election 1s made prior to the Property Contribution Closing, until
and to the extent required to reduce its Unrecovered Captal Account to $200,000) (the Members
agreeing that L/S Partners shall forfert its right to recover the last $200,000 of the balance of its
Unrecovered Caprtal Account 1n the event that 1t makes a Project Termination Election prior to
the Property Contribution Closing).

(e) Balance Thereafter, to Cameo »

ARTICLE VIII
DISSOLUTION OF THE COMPANY

801 Events of Dissolution Upon a Member’s retirement, removal, resignation or
withdrawal from the Company or the admission of a new Member to the Company, or the
occurrence of an Event of Bankruptcy with respect to ¢ither Member, the Company shall
dissolve unless within ninety (90) days after any such event, the other Member elects to continue

the Company The Company shall, however, be dissolved upon the first to occur of the
following events
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)

(a) Intentionally deleted.

(b)  Laguidation of Assets. The sale of all or substantially all of the assets of
the Company unless such sale or other disposition mnvolves any deferred payment of the
consideration for such sale or disposition, whereupon the Company shall not dissolve until the
last day of the calendar month during which the Company shall recerve the balance of such
deferred payment

(¢) Non-Defaulting Member’s Election The election by the non-defaulting
Member during the pendency of an Event of Default

(d) Termunation of the Contribution Agreement. The election of a
Member 1n accordance with the terms of Section 2 02(b)(11) hereof

8§02 Effect of Dissolution Upon dissolution of the Company by reason of the
occurrence of any of the events described in Section 8 01 or by operation of law, the Company
shall not terminate but shall continue solely for the purposes of (a) iquidating all of the assets
owned by the Company (until all such assets have been sold or hquidated) and (b) collecting the
proceeds from such sales and all receivables of the Company Upon such dissolution, the
Company shall engage 1n no further business thereafier other than that necessary to cause the
Project to be operated on an inferim basis and for the Company to collect its recervables,
hiquidate 1ts assets and pay or discharge 1ts habilities

803 Liquidation of Assets All of the assets of the Company, other than cash, shall
be offered (erther as an entirety or on an asset-by-asset basis) promptly for sale by the
Liquidating Trustee on behalf of the Company upon the best terms available i the open market
For purposes of this Agreement, the “Liquidating Trustee” shall be the Managing Member
Each Member, provided it shall not be in breach of any of its obligations hereunder (nor would
be 1n breach but for the requirements of notice or the passage of time or both), shall be entitled to
negotiate or bid for the purchase of any or all of the assets being offered for sale The gross sales
proceeds and all other cash shall be applied and distributed in accordance with Section 8 04

804 Dastributions Upon Liqmidation. Upon the hquidation of the Company caused
by other than the termination of the Company under Section 708(b)(1)(B) of the Code, the
Liquidating Trustee shall proceed with winding up of the affairs of the Company in accordance
with the provisions of this ARTICLE VIII During such winding up process, the Net Profits, Net
Losses and Cash Flow distributions shall continue to be shared by the Members in accordance
with this Agreement The proceeds from the sale of the Company’s assets, to the extent
available, shall be apphied and distributed by the Company 1n the following order

(a) Payment of Debts To the payment of all known debts and lLabilities of
the Company, including debts to any Members who are creditors of the Company,

(b)  Establishment of Reserves To the establishment of the following

reserves

) A reserve to pay for the projected costs and expenses of
maintaining the Company’s existence for a pertod of one (1) year followng the sale of the last
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portion of the Property (the “Close-Out Peried”) including annual franchise fees, annual
renewal fees for domestic representation, anticipated accounting costs for preparation of the
Company’s annual tax returns and filing fees as well as the costs of completing the hqudation
and winding-up of the Company at the expiration of the Close-Out Period including filing and
publication costs and fees

(i1)  Inthe event the Company has not previously purchased msurance
coverage for the duration of the Close-Out Period, a reserve to pay for the projected cost of
annual insurance premiums to maintain the Company’s msurance during the Close-Out Period
The Members intend that the proceeds of such insurance will be reasonably likely to be sufficient
to provide compensation for claims that have not been made known to the Company or that have
not arisen but that, based on facts known to the Company, are hikely to arise or to become known
to the Company within ten (10) years after the date of dissolution

(11) A reserve to pay all claims and obligations, including all
contingent, conditional or unmatured contractual claims, known to the Company to the extent
said 1tems have not been satisfied under Section 8 04(a) above

(av) A reserve as will be reasonably likely to be sufficient to provide
compensation for any claim against the Company which 1s the subject of a pending action, suit or
proceeding to which the Company 1s a party

(c) Balance To the Members mn the order of prionity set forth in ARTICLE
III The Members believe and intend that the effect of making any and all hquidating
distnbutions 1 accordance with this provision will result in each Member recerving iquidating
distributions equal to the amount of Cash Flow each such Member would have received 1f
Iiqudating distributions were instead distributed 1n accordance with the positive balance
standing mn each such Member’s Capital Account If the immed:ately preceding sentence 1s for
any reason inaccurate, then the Members, upon the advice of tax counsel to the Company, are
hereby authonized to make such revistons to the provistors of Exhibit “C” and/or to file such
amended tax returns for the Company as may be reasonably necessary to cause such allocations
to be in compliance with Section 704(b) of the Code and the Treasury Regulations promulgated
thereunder

805 Completion of Winding-Up The Liqundating Trustee shall maintain the
Company 1 existence for the duration of the Close-Out Period and utilize the reserves
established under Section 8.04(b) to pay all costs and expenses of the Company during the
Close-Out Period From time to time during the Close-Out Period upon any Member’s request,
the Laqudating Trustee shall provide reports to the Members detailing for each Member the
status of such reserves and what, 1f any, claims have been made against the Company Except as
otherwise provided by law or under this Agreement, 1n no event shall either Member be required
to fund any additional sums to the Company should such reserves prove to be madequate
Notwithstanding the foregomg, upon the request of either Member, the Members shall meet and
confer to constder an earher completion of the winding-up process which may be accelerated
with the prior written consent of both Members Upon expiration of the Close-Out Period,
provided the Company does not then have any known, unsatisfied claims against it, the
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Liquidating Trustee shall proceed to complete the dissolution and winding-up of the Company in
accordance with apphcable law.

806 No Capital Account Restoration Upon the hquidation of the Company or any
Membership Interest therein, neither Member shall be obligated fo restore any negative balance
as may then exist 1n 1ts Capital Account

ARTICLE IX
INDEMNIFICATION

901 Limitation on Liability Except as otherwise expressly provided n the Act or 1n
this Agreement, the debts, obligations and habilities of the Company, whether arising in contract,
tort or otherwise, shall be solely the debts, obligations and habilities of the Company, and no
Member or Managing Member shall be obligated personally for any such debt, obligation or
hahility of the Company solely by reason of being a Member or Managing Member of the
Company, provided, however, nothing in this Section 9 01 shall limit the liability of any Member
to the other Member as provided in this Agreement or under the non-waivable provisions of the
Act Except as otherwise provided herein, no Member or 1ts Affiliates shall be hable to the
Company or to any other Member for any losses, costs, obligations, claims, expenses, damages
or liabilities (including attorneys® fees and costs) arising from any act or omission performed or
omuited by 1t arising out of or in connection with thus Agreement or the Company’s business or
affairs, except to the extent any such loss, cost, obligation, claim, damage, expense or hability 1s
attributable, 1n whole or 1n part, to such Member’s or 1ts Affiliate’s (a) gross negligence or
willful misconduct, or (b) breach of 1ts obhgations under this Agreement or under any agreement
between such Member or its Affiliate with the Company

902 Indemnification by Members

(@  Except as otherwise provided in Section 5 01(d) hereof, the Company
shall not be Liable for any obligations incurred by any Member or any of its Affiliates prior to the
formation of the Company To the fullest extent permitted by law, except to the extent any of the
following anses from the sole negligence, willfil misconduct or breach of L/S Partners or agents,
servants or independent contractors who are directly responsible to L/S Partners, Cameo hereby
agrees to protect, mdemmfy, defend with counsel satisfactory to L/S Partners, and hold harmless
the Company, L/S Partners, its Affiliates and their respective partners, members, managers,
employees, agents, trustees, beneficiaries, officers, directors, shareholders, divisions, subsidiaries
and successors, from and against any and all losses, costs, obligations, claims, expenses,
damages, habilities, attorneys’ fees and costs, expert and consultant costs, fines, judgments,
penalties, debts, suits, actions and causes of action (including those arising out of bodily myury
and/or personal injury to, or death of, persons) (collectively, “Liabilities”) caused by, ansing out
of or relating directly or indwrectly to (1) the gross negligence or willful misconduct of Cameo, its
Affiliates, and therr respective officers, employees, directors, shareholders, constituent members,
managers, partners, agents, and representatives to the extent proceeds from msurance do not fully
satisfy same; (i1) the maccuracy of any representation or warranty made by or deemed to be
made by Cameo or its Affiliates in this Agreement or in any agreement with the Company and
{ni) the breach by Cameo of any of its obligations under this Agreement or by Cameo or any
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Affiliate of Cameo under any agreement with the Company, or the occurrence of an Event of
Default with respect to Cameo

(b)  Subject to the limtations of Section 12 20 hereof, and except to the extent
of any Liabilities anising from the sole negligence, willful misconduct or breach of Cameo or
agents, servants or independent contractors who are directly responsible to Cameo, L/S Partners
hereby agrees to indemnify, defend with counsel satisfactory to Cameo, and hold harmless the
Company, Cameo, 1ts respective partners, members, managers, employees, agents, trustees,
beneficianes, officers, directors and shareholders, from and against any and all Liabilities cansed
by, ansing out of or relating directly or indirectly to (1) the gross neghigence or wiliful
misconduct of L/S Paxtners, its Affiliates, and their respective officers, employees, directors,
shareholders, constituent members, managers, partners, agents, and representatives to the extent
proceeds from insurance do not fully satisfy same, (11) the maccuracy of any representation or
warranty made by or deemed to be made by L/S Partners or its Affiliates n this Agreement or 1n
any agreement with the Company and (111) the breach or default by L/S Partners of any of its
obligations under this Agreement or by L/S Partners or any Affiliate of L/S Partners under any
agreement with the Company, or the occurrence of an Event of Default with respect to L/S
Partners

9.03 Indemnification of Members by the Company

@) The Company does hereby indemnify, defend with counsel satisfactory to
the Members, protect and hold harmless each Member and its shareholders, directors, officers,
constituent partners, members, managers, agents and employees (an “Indemnified Party”) from
and against any and all Liabilities suffered by such Indemntfied Party by reason of anything that
such Indemnified Party may do or refrain from doing hereafter for and on behalf of the Company
and 1 furtherance of the interests of the Company, provided, however, that the Company shall
not be required to indemnify and shall not be deemed to have indemnified such Indemnified
Party from any Liabilities which such Indemnified Party may suffer as a result of the gross
negligence or willful misconduct of the Indemnified Party 1n performing or in failing to perform
1ts duties hereunder or taking any action beyond the authonty of that Indemmfied Party
hereunder or with respect to anything that such Indemmified Party may do or refrain from doing
with respect to the ownership, management or control of any of 1ts own affars or assets
(including its Membership Interest in the Company) as distinct from the affairs and assets of the
Company Provided, further, the Company shall not be required to indemnify and shall not be
deemed to have ndemmfied any Member, its shareholders, directors, officers, constituent
partners, members, agents and employees for any Liabilities which such Member has agreed to
indemnify the Company for under this Agreement. If an Indemnified Party becomes mvolved in
any capacity in any action, proceeding or investigation 1n connection with any maiter ansing out
of or 1n connection with this Agreement or the Company’s business or affairs, the Company shall
rexmburse such Indemnified Party for its reasonable legal and other reasonable out-of-pocket
expenses (mneluding the cost of any investigahon and preparation) as are incurred 1n connection
therewith, provided that (1) the Company shall exercise exclusive control over the conduct of
such action or proceeding and decisions as to settlement thereof, and (ii) such Indemnified Party
shall promptly repay to the Company the amount of any such reimbursed expenses pad to it,
together with interest thereon from the date of reimbursement to the date of repayment at the rate
equal to the lesser of twenty percent (20%) per annum or the maximum rate permitted by law, 1f
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1t shall ultimately be determined that such Indemnified Party was niot entitled to be indemnified
by the Company 1n connection with such action, proceeding or investigation

(b)  The provisions of this Section 9 03 shall survive until such tiume as all
claims or suits anising out of the indemmfied matters are barred by the applicable statute of
hmaitations, provided that the obligations of the Company under this Section 9 03 shall be
satisfied solely out of Company assets

(c)  Notwithstanding anything to the contrary contained i this Agreement, the
obligations of the Compariy or any Member under this Section 9 03 shall (1) be in addition to any
lLiability which the Company or such Member may otherwise have and (ii) inure to the benefit of
the other Member, its Affiliates and their respective partners, members, managers, shareholders,
directors, officers, employees, agents and Affiliates and any successors, assigns, heirs and
personal representatives of such Persons

ARTICLE X
ACCOUNTING

1001 Books and Records The Managing Member shall maintain the books and
financial records of the Company The Company financial records and accounts shall be kept 1n
such a manner as to provide a record of all costs and expenses icurred, all charges made, all
credits made and received and all income dertved i connection wath the operation of the
Company’s business 1n accordance with generally accepted accounting principles consistently
applied The fiscal year of the Company (the “Fiscal Year™) shall be the calendar year For
financial and income tax reporting purposes, the Company shall elect the accrual basis of
accounting

10 02 Location and Availability of Records All books and records of the Company
shall be kept and maintained at the principal office of the Company, with a copy at Cameo’s
office, or such other place as may be agreed upon by the Members, and shall during regular
business hours, be available for inspection, duphication and audit by each Member, and 1ts
designated representatives, including attorneys, auditors and accountants

1003 Reports The Managing Member shall provide the following reports to the
Members

(@)  Quarterly Reports Within thirty (30) days after the end of each calendar
quarter, the Managmg Member will provide the other Members with a statement of financial
position and a statement of operations for the Company, a statement of each Member’s Capital
Account and Unrecovered Capital Account and a schedule of accrued and unpaid Preferred
Returns due each Member

(b)  Annual Reports. Within seventy-five (75) days after the end of each
Fiscal Year and/or the final reporting period of the Company, the Managing Member shall
furnish the other Members with financial statements, including without hmitation, Company
mcome and expense statements, which shall contain a balance sheet as of the end of the Fiscal
Year, statements of profit and loss, changes in the Capital Accounts and a statement of cash
flows for the Fiscal Year then ended At the request of any Member, the Managing Member
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shall cause such statements to be audited by the Company’s accountants at the expense of the
Company

(¢) TaxReturns Within ninety (90) days afier the end of each Fiscal Year or
the final reporting period of the Company, the Managing Member shall cause BDO Seidman or
any other tax accountants reasonably approved by all of the Members to prepare all income and
other tax returns of the Company including Company X-1 statements for each Member of the
Company and submit such returns to each of the Members for 1ts approval and, when approved
by all of the Members, cause the same to be filed 1n a imely manner The Managing Member
shall not file on behalf of the Company any federal or state income tax or information returns,
elections or choices of methods of reporting income or loss for federal or state income tax
purposes without the prior written consent of all of the Members, not to be unreasonably
withheld The Managing Member shall furnish to each of the Members a copy of each such
return as soon as they have been filed, together with any schedules or other information which
any Member may require 1 connection with its tax affairs Each of the Members shall, m its
respective mcome tax return and other statements filed with the Internal Revenue Service or
other taxing authority, report taxable income 1n accordance with the Company’s K-1 statements
provided to the Members under this Agreement Managing Member shall consult with any other
Member and its accountants, from time to time as requested by such Member, to discuss tax
planning for the Compan)(

10 04 Consolidation Reporting The Managing Member shall consult with L/S
Partners and 1ts accountants, from time to time as requested by L/S Partners, to provide and
discuss any calculations/models used i Managing Member’s interpretation of the consolidation
requirements under FASB Interpretation No 46, Consolidation of Variable Interest Entities (FIN
46), as amended from time to time. The Managing Member’s mterpretation of any such
consolidation requirements must be agreed to by L/S Partners and reviewed and accepted by the
Company auditors

ARTICLE X1
TRANSFER OF MEMBERSHIP INTERESTS AND PARTITION

11 01 Restrictions on Transfer

(a)  Transfers by L/S Partners Except as otherwise expressly provided i
this Agreement, L/S Partners shall not (voluntarily, mvoluntarily or by operation of law) sell,
assign, mortgage, encumber, grant a security interest m, dispose of or hypothecate (heremnafter
“transfer”) all or any portion of its Membership Interest, or withdraw or retire from the
Company, without the prior written consent of Cameo, which consent may be withheld in
Cameo’s discretion  Notwithstanding the foregoing, L/S Partners shall have the right, mn its sole
discretion, to transfer all (but not less than all) of 1ts Membership Interest to an Affiliate of /S
Partners

(b)  Transfers by Cameo Except as otherwise expressly provided in thus
Agreement, Cameo shall not transfer all or any portion of its Membership Interest, or withdraw
or retire from the Company, without the prior written consent of L/S Partners, which consent
may be withheld in L/S Partners’ discretion. Notwithstanding the foregoing, Cameo shall have
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the right, in its sole discretion, to transfer all (but not less than all) of its Membership Interest to
an Affihate of Cameo (which 1s owned directly or mdirectly by Guarantor)

(c¢)  No Changes im Ownership of Cameo Except for a Permitted Transfer,
Cameo shall not cause or permit any direct or indirect mterest in Cameo to be transferred to any
person or entity which 1s not owned directly or mndirectly by Guarantor, without L/S Partners’
prior written consent, which consent may be withheld in L/S Partners’ discretion

(d) General Any attempted transfer, withdrawal or retirement by any
Member not permiited under this Agreement shall be void Any transfer i violation of the terms
and provisions of this ARTICLE XI shall be deemed a material breach or default by such
Member not capable of cure

1102 Parithon No Member shall, either directly or indirectly, take any action to
requure partition of the Project or any other assets or properties of the Company pursuant to
applicable law, nor shall any Member make application or commence a proceeding for a
partition or sale thereof and, upon any breach of the provisions of this Section 11 02 by any
Member, the other Member (in addition to all nghts and remedies afforded by law or 1n equity)
shall be entitled to a decree or order restraining or enjomning such application, action or
proceeding

1103 Admussion of Substituted Member If a Member transfers its Membership
Interest i accordance with this ARTICLE X, and such purchaser 1s designated by the
conveying Member as a substituted Member, such assignee shall be entitled to be admitted to the
Company as a substituted Member, and this Agreement shall be amended to reflect such
admission, provided that the following conditions are comphed with

(@  Documents The conveying Member and assignee or assignees named
therein executes and acknowledges such instrument or mstruments as may be reasonably
required m order to effectnate such admission

(b)  Acceptance of Apreement The assignee or assignees 1n writing accepts
and adopts all of the terms and conditions of this Agreement, as the same may have been
amended

(c)  Payment of Costs The conveymg Member pays, as the non-conveying
Member may reasonably determine, all reasonable expenses connected with such admission,
including legal fees and costs

(d) Amendment of Certificate If required, an amendment to the Certificate
of Formation of the Company 1s filed and recorded, as appropriate

, 11 04 Compliance Notwithstanding anything to the contrary in this Agreement, at law
or in equity, no Member shall transfer or otherwise deal with any Membership Interest i a way
that would cause a default under any material agreement to which the Company 1s a party or by
which 1t is bound.
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1105 Permitted Transfers For purposes of this Agreement, a “Permmtted Transfer”
means, with respect to the members of Cameo, transfers to an Affiliate of Guarantor so long as
Guarantor retains a majority ownership interest i, and retains control over, the decisions of such
Affihate Notwithstanding the restrictions of Section 11 01(c) to the contrary, a Permitted
Transfer by the members of Cameo shall not require the prior written consent or approval of L/S
Partners

11 06 Transferee Remains Bound The transferee of a Membership Interest in
accordance with the terms of this ARTICLE XI (the “Permitted Transferee”) shall receive and
hold such Membership Interest or portion thereof subject to the terms of this Agreement and to
the obligations hereunder of the transferor Membet, and there shall be no further transfer of such
Membership Interest or portion thereof except to a Person to whom such Permitted Transferee
could have transferred 1ts Membership Interest had such Permitted Transferee origmally been
named as Member hereunder, or in accordance with the other terms of this Agreement

11 07 Transferor Remams Liable If any Member transfers 1ts Membership Interest
pursuant to this ARTICLE XI, such Member shall remain liable for its obligations hereunder and
any subsequent obligations of its transferce named 1n accordance with the terms of this
Agreement notwithstanding any such transfer unless the other Member expressly releases, 1n
wrtting, such transferor from such obligations

11 08 Restrictions on Assignees An assignee of a Membership Interest, or portion
thereof, who does not become a substituted Member shall have no right to require any
wmformation or account of the Company’s transactions, to mspect the Company books, or to vote
on any of the matters as to which a Member would be entitled to vote under this Agreement

1109 L/S Partners Assignment of Membership Interest and/or Rights to
Distributions. Notwithstanding anything to the contrary contained 1n the foregomng, Cameo

acknowledges and agrees that L/S Partners shall have the absolute rnight, at any time and without
the need for consent of Cameo, to assign its rights to distributions from the Company (and/or,
subject to obtaining the prior written consent of Cameo, which consent shall not be unreasonably
withheld, to assign 1ts Membership Interest), either absolutely or collaterally as security for a
loan, or loans made to L/S Partners or its constituents The lender exercising its remedies
pursuant to any such assignment shall be entitled to become automatically admitted to the
Company as a substituted Member without further compliance with the provisions of
Section 11 03 or any other further action, except as may be required by law Upon request of
L/S Partners, Cameo shall consent, 1n writing, to any such assignment of L/S Partners’ nghts to
distributions from the Company and shall provide such written consent and estoppel statement as
may be reasonably requested by the assignee or lender(s) providing such financing to L/S
Partners or its constituents Upon request, Managing Member shall cause distributions otherwise
payable to L/S Partners to be paid as directed by L/S Partners and the lender providing any such
financing to L/S Partners or 1its constituents

1110 Cameo Assignment of Membership Interest and/or Rights to Distributions.
Notwithstanding anything to the contrary contained in the foregoing, L/S Partners acknowledges
and agrees that Cameo shall have the absolute right, at any time and without the need for consent
of L/S Partners, to assign 1ts rights to distributions from the Company (and/or, subject to
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obtatning the prior written consent of L/S Partners, which consent shall not be unreasonably
withheld, to assign its Membership Interest), either absolutely or collaterally as security fora
loan or loans made to Cameo or its constituents. The lender exercising its remedies pursuant to
any such assignment shall be entitled to become antomatically admitted to the Company as a
substituted Member without further comphance with the provisions of Section 11 03 or any other
further action, except as may be required by law Upon request of Cameo, L/S Partners shall
consent, 1n writing, to any such assignment of Cameo’s rights to distributions from the Company
and shall provide such written consent and estoppel statement as may be reasonably requested by
the assignee or lender(s) providing such financing to Cameo or 1ts constituents  Upon request,
Managing Member shall cause distributions otherwise payable to Cameo to be paid as directed
by Cameo and the lender providing any such financing to Cameo or 1ts constituents

ARTICLE XII
MISCELLANEOUS

1201 Integration/Amendment This Agreement 1s the entire agreement between the
parties with respect to the subject matter hereof and supersedes all prior negotiations,
correspondence, understandings and agreements with respect thereto No amendment, alteration,
modification or mterpretation hereof shall be binding unless in writing and signed by the
Members

12 02 Attorneys’ Fees If any proceeding is brought by one Member against the other
to enforce, interpret, or for the breach of any of the provisions mn this Agreement, the prevalling
Member shall be entitled 1n such proceeding to recover its reasonable attorneys’ fees together
with the costs of such proceeding theremn mcurred (including expert witness fees and costs)
addition to such other relief as may be granted

12.03 Notices All notices required or permitted by thus Agreement shall be 1n writing
and may be delivered m person to either party or may be sent by registered or certified mail, with
postage prepaid, return receipt requested, or delivered by Express Mail of the U S Postal Service
or Federal Express or any other courter service guaranteeing overnight delivery, charges prepaid,
or may be transmitted by facsimile and addressed

In the case of L/S Partners c/o IHP Capital Partners
19800 MacArthur Boulevard, Suite 700
Irvine, Califorma 92612
Attention Douglas C Neff
Telephone (949) 851-2121
Facsimle (949) 851-8284

With a copy to c/o THP Capital Partners
19800 MacArthur Boulevard, Suite 700
Irvine, California 92612
Attention General Counsel
Telephone (949) 655-7009
Facsimile: (949) 851-8284
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With a copy to WL Land LLC
895 Dove Street, Suite 200
Newport Beach, California 92660
Attention Wayne J Stelmar
Telephone (949) 265-2400
Facstmile (949) 265-2500

With a copy to WL Land LLC
895 Dove Street, Suite 200
Newport Beach, Califorma 92660
Attention Stacy McDaniel
Telephone (949) 265-2400
Facsimile (949) 265-2500

In the case of Cameo 213 Banning LLC
1105 Quail Street
Newport Beach, California 92658
Attention Vic Mahony
Telephone (949) 955-3832
Facsimile (949) 250-8574

With a copy to Palmier, Tyler, Wiener, Wilhelm & Waldron LLP
East Tower, Surte 1300
2603 Main Street
Irvine, Califorma 92614
Attention Robert C Thrke, Esq
Telephone (949) 851-7265
Facsmule (949) 851-1554

or such other address as shall, from time to time, be supplied 1n writing by any party to the
others If any notice or other document 1s sent by registered or certified mail, postage prepaid,
with return receipt requested, addressed as above provided, the same shall be deemed served or
delivered within forty-eight (48) hours after deposit in the United States mail. Notices dehivered
by overmight service shall be deemed to have been given twenty-four (24) hours after delivery of
the same, charges prepaid, to the U S postal service or private counier If any notice 1s sent by
facsimile transmission the same shall be deemed served or delivered within twenty-four (24)
hours after confirmation of the transmission thereof. Any notice or other document sent or
delivered 1n any other manner shall be effective only 1f and when received. Rejection or other
refusal to accept delivery, or the inability to deliver because of a2 changed address of which no
notice was given, shall be deemed to constitute receipt of notice or other communication sent.

12.04 Execution of Other Documents. The parties hereto agree that they will
cooperate with each other and will execute and deliver, or cause to be delivered, all such other
instruments, and will take all such other actions, as any party hereto reasonably requests from
time to time 1n order to effectuate the provisions and purposes hereof
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12.05 Brokers The Members warrant and represent, respectively, that they have not
dealt with any person, firm or corporation who 1s or may be entitled to a brokerage commussion,
finder's fee or other like payment from the Company or any of the Members on account of the
negotiation or consummation of this Agreement, the creation of the Company or the acquisttion
of any of the property of the Company and each of the Members does hereby indemmfy, defend,
protect and agree to hold harmless the other from and against any and all loss, cost, hability or
expense (including reasonable attorneys’ fees) should 1ts warranty and representation contamned
herein be false or prove maccurate

12 06 Waiver No consent or waiver, express or imphed, by any Member to or of any
breach or default by the other i the performance by the other of the obligations of such Member
hereunder shall be deemed or construed to be a consent or waiver to or of any other breach or
default 1n the performance by such other Member hereunder Failure on the part of any Member
to complain of any act or failure to act of any other Member or to declare any other Member 1n
default, irrespective of how long such failure continues, shall not constitute a waiver by such
Member of 1ts rights hereunder

12 07 Egquitable Remedies Each Member shall, in addition to all other nights provided
herein or as may be provided by law, be entitled to all equitable remedies including those of
specific performance and injunction, to enforce 1ts rights hereunder

12 08 Captions, Gender The headings of the Articles and Sections of this Agreement
are inserted solely for convenmence of reference and are not a part of and are not intended to
govern, limit or aid in the construction of any term or provision hereof Where the context so
requures, the use of the neuter gender shall include the masculine and feminine genders, and the
masculine gender shall mclude the femimne and neuter genders and the singular shall mclude the
plural and vice versa

12 09 Benefits and Obhgations The representations, covenants and agreements heremn
contained shall mure to the benefit of, and be binding upon, the parties hereto and their
respective successors and assigns. Any person succeeding to the Membership Interest of a
Member shall succeed to all of such Member’s nights, interests and obligations hereunder,
subject to and with the benefit of all terms and conditions of this Agreement, including the
restrictive conditions contained herein

1210 Severability If any provision of this Agreement or application to any party or
circumstances shall be determined by any court of competent jurisdiction to be invalid or
unenforceable to any extent, the remainder of this Agreement or the application of such
provision to such persen or circumstance, other than as to which 1t 1s so determmed invalid or
unenforceable, shall not be affected thereby, and each provision shall be vahd and shall be
enforced to the fullest extent permitted by law

12 11 Applicable Law. This Agreement and the nghts and obligations of the Members
hereunder shall be governed by and interpreted in accordance wath the laws of the State of
Delaware, provided, however, issues concerning title to the Property shall be governed by the
laws of the state where the Property is located The parties further agree that venue shall be
proper in the Superior Court or federal district court for Orange County, Califorma, m th/e event
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of any litigation between the parties with respect to this Agreement In connection thereto, the
parties hereby waive any claim of proper venue in any other junsdiction and any objection to
venue as described herein, and personally and unconditionally submt to the jurisdiction of the
Superior Court or federal district court for Orange County, California

1212 No Third Party Beneficiary Any agreement to pay any amount and any
assumption of liability herein contamed, express or imphied, shall be only for the benefit of the
Members and therr respective successors and assigns, and such agreements and assumption shall
not mure to the benefit of the obligees of any indebtedness or any other Person, 1t being the
intention of the Members that there shall be no'third party beneficiaries of the obligations of the
Members 1n this Agreement

12 13 Exhibits Each of the Exhibits attached hereto 1s hereby mcorporated heremn and
made a part hereof for all purposes, and references herein thereto shall be deemed to include this
reference and incorporation

12 14 Estoppels Each Member shall, upon not less than fifteen (15) days wrtten
notice from the other Member, execute and deliver to such other Member a statement certifying
that this Agreement 1s unmodified and m full force and effect (or, 1f modified, the nature of the
modification) and whether or not there are, to such Member’s knowledge, any uncured defaults
on the part of the other Member, specifying such defaults if any are claimed Any such
statement may be relied upon by the requesting Member and any third parties

1215 References to this Agreement. Numbered or lettered articles, sections and
subsections herein contained refer to articles, sections and subsections of this Agreement unless
otherwise expressly stated The words “herein,” “hereof,” “hereunder,” “hereby,” “this
Agreement” and other similar references shall be construed to mean and mnclude this Agreement
and all amendments thereof and supplements hereto unless the context shall clearly indicate or
require otherwise, The word “includmg” means “including, without limitation.”

12.16 Counterparts This Agreement may be executed in any number of counterparts,
each of which shall be deemed an onginal, but all of which when taken together shall constitute
one and the same document

1217 Time Time 1s of the essence with respect to each provision herein setting forth a
time for any performance

12 18 Investment Representations. Each Member, by executing and delivering a copy
of this Agreement, hereby represents and warrants to and covenants with each other Member and
the Company as follows

{(a)  Acqusition for Own Account The Membership Interest 1s being
acquired for its own account, for mnvestment, and not with a view to or for sale in connection
with any distnibution thereof In that connection, the Member recognizes and understands that
the Membership Interest being purchased and sold hereunder has not been registered under the
Securnities Act nor qualified under any applicable securities laws, as amended, by reason of the
fact that the contemplated transaction constitutes a private offering within the meaning of
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Section 4(2) of the Securities Act and Regulation D, promulgated thereunder, and 1s exempt from
qualification pursuant to applicable State securities laws

(b)  Use of Counsel Each Member has been fully advised of the facts
respecting the formation of the Company and has been given the opportunity to consult its legal
counsel with respect to the Company Each Member hereby agrees that the offer and sale of the
Membership Interest to 1t does not mnvolve any public offering of such Membership Interest

12 19 Nondiscrimination During the term of this Agreement, Hone of the Members
nor any of their respective Affiliates, employees or agents shall unlawfully discriminate agamnst
any employee or applicant for employment because of race, religion, color, national origin,
ancestry, physical handicap, medical condition, marital status, age (over 40) or sex The
Members and their respective Affiliates, employees and agents shall assure that the evaluation
and treatment of their employees and apphcants for employment are free of such discrimmation.
Managig Member and 1ts Affiliates, employees and agents shall comply with the provisions of
the Califormia Fair Employment and Housing Act (Section 12900 et seq of the California
Govemment Code) and the applicable regulations promulgated thereunder (California
Admuinistrative Code, Title 2, Section 7286 0 et seq) The applicable regulations of the Fair
Employment and Housing Commission implementing Government Code Section 12990, set
forth n Chapter 5 of Division 4 of Title 2 of the California Administrative Code are incorporated
herein by this reference and are made a part hereof as 1f set forth heremn m full The Members
and their respective Affiliates, employees and agents shall give written notice of their obligations
under this clause to labor organizations with which they have a collective bargamming or other
agreement The Managing Member and i1ts Affiliates shall include the foregoing
nondiscrimination comphance provisions mn all contracts to perform work or provide services
under this Agreement During the term of this Agreement, the Members and therr respective
Affiliates, employees and agents shall conduct their respective activities in accordance with
Title VI of the Civil Rights Act of 1964 and the rules and regulations promulgated therein

1220 Exculpation and Waiver Cameo acknowledges that the System 1s a limited
partner m a member of L/S Partners. Notwithstanding any other term or provision of this
Agreement, System’s hiability hereunder 1s solely that of a limited partner in 2 member of L/S
Partners and no personal or direct hability shall at any time be asserted or enforceable agamst
System, 1ts Board, any member thereof, or any employee or agent of System on account of or
arising out of any obligations arising out of or related to this Agreement Cameo agrees that it
shall look solely to the Membership Interest of L/S Partners under thus Agreement for the
enforcement of any claims aganst L/S Partners ansing hereunder or related hereto, and waives
any claim against the members of L/S Partners and the partners of its members including the
System, nrespective of the compliance or noncompliance now or 1n the future with any
requirements relating to the imitation of hability of members or limited partners

1221 Confidentiality

(@  Each Member hereby acknowledges and agrees that during the term of this
Agreement and m the course of the discharge of such Member’s duties hereunder, such Member
and 1ts officers, directors, sharcholders, partners, members, managers, affiliates, employees and
agents (collectively, “Parties”) may have access to, either directly or indirectly, orally or in
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writing, matters affecting or relating to the business, trade secrets and proprietary information of
the other Member’s Parties, including, without limitation, market attractiveness studies, output
from the proprietary Market Atiractiveness System of an affiliate of L/S Partners, market
analysis, contracts, files, computer software programs and spreadsheets, marketing strateges,
operational procedures, financial information, pricing and bid information, marketing tools,
research and development strategtes, pending projects, and proposals and other imformation that
18 owned by or regularly used 1n the operation of the business of any and all of the other
Member’s Parties (collectively, “Confidential Information™)

(b)  Each Member, on behalf of itself and 1ts related Parties, agrees to maintain
the terms and provisions of this Agreement 1n confidence and not to disclose the terms or
provisions hereof except as may be required to perform its duties and obligations hereunder or as
may be required under applicable law In addition, each Member, on behalf of itself and 1ts
related Parties, hereby agrees that (1) none of such Member’s Parties shall disclose any such
Confidential Information of the other Member’s Parties, directly or indirectly, to any other
Person or use them 1n any way, erther during the term of this Agreement or at any other time
thereafter, except as 1s required 1n the course of such Member’s duties with respect to the
Company, (1) all Confidential Information of the other Member’s Parties shall remain
exclusively the property of the other Member’s Parties, (111) all Confidential Information of the
other Member’s Parties 1s agreed to be valuable, special and unique assets of the other Member’s
Parties, (1v) upon the dissolution of the Company or upon a Member’s transfer of 1ts
Membership Interest in the Company, such Member shall return to the other Member any and all
such Confidential Information of the other Member’s Parties, and such Member shall neither
make nor allow to be made or retained by any Person any copies, duplicates, abstracts,
summaries of other compilation or recordation of any such Confidential Information of the other
Member’s Parties, (v) such Member shall protect, defend (with counsel satisfactory to the other
Member), indemnify and hold the other Member and its Parties free and harmless from and
against any and all hability, loss, cost, damage or expense (including without limstation,
attorneys’ fees and expenses) anising out of or relating in any manner whatsoever to any breach
or alleged breach of any of such Member’s Parties under this Section 12 21, and (v1) the
obligations of such Member under this Section 12 21 shall survive the dissolution of the
Company and/or the transfer of such Member’s Membership Interest in the Company

1222 Standard for Consent Whenever the determination, consent or approval of
either Member 1s permitted or required herein, except in instances where this Agreement
provides that such determnation, consent or approval may be made or withheld 1n the
“discretion” of such Member, such determination, consent or approval shall not be unreasonably
made, withheld or delayed Whenever the determination, consent or approval of erther Member
1S permitted or required herein and this Agreement provides that such determination, consent or
approval may be made or withheld in such Member’s “diseretion,” such determuination, conseit
or approval may be made or withheld i the sole and absolute discretion of such Member

1223 Responsible Contractor Policy and Guidehnes Attached hereto as
Exhibit “D” are the Responsible Contractor Policy and Guidelines adopted by the System
Managing Member agrees to comply and require all parties contracting with the Company to
comply with the goals and requirements of such Policy and Guidelines. °
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IN WITNESS WHEREOF, the parties have executed thus Agreement 1 duplicate as of
the date first above written

“Cameo” 213 BANNING LLC, a California limited
Liability company

By Camco Hemes, o Califirnta. Corporstiron
Its  Mondl er

BY% 2 .

“LJ/S Partners” LAING/SEQUOIA PARTNERS LLC, a
Delaware limited Liability company

By WL Land LLC, a Delaware limited
liability company, 1ts Managing
Member
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IN WITNESS WHEREQF, the parties have executed this Agreement 1n duplicate as of
the date first above written

“Cameo” 213 BANNING LLC, a Calhiforma limited
lability company
By
Its
By
Its
“L/S Partners” LAING/SEQUOIA PARTNERS LLC, a

Delaware limited hability company

By WL Land LLC, a Delaware lmited
liability company, its Managing
Member
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EXHIBIT “A-1”

LEGAL DESCRIPTION OF 63 ACRE PROPERTY

(See attached)
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LEGAL DESCRIPTION
R&f&wtyln ﬂnunlnmrpaabadumeefﬂaemuntydmmlde,smteofalramla,dmdbed
as ¢
';?ITATWETRACI'MAF 33384 BEING A SUBDIVISION OF THE FOLLOWING DESCRIBED

LUTQOFALMCOTTRACT,ASSHOWNBYMAPONFILEIHBOOKWPAGE3OFMAPS,
RECORDS OF RIVERSIDE COUNTY, CALIFORNIA.

APN: 537-190-008

EXHIBIT A—1
First Amarkan 7htke
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EXHIBIT “A-2”

LEGAL DESCRIPTION OF 160 ACRE PROPERTY

(See attached)
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LEGAL DESCRIPTION

Real property In the unincotporated araa of the County of Riverside, State of Californla, describad
&s follows:

TENTATIVE TRACT MAP 33343 BEING A SUBDIVISION OF THE FOLLOWING DESCRIBED
PROPERTY:

PARCELS 1 THROUGH 8, INCLUSIVE AND LETTERED LOTS A THROUGH S, INCLUSIVE, OF
PARCEL MAP 28972, RECORDED IN BOOK 204 PAGES 31 AND 32 OF PARCEL MAPS, RECORDS
OF RIVERSIDE COUNTY, CALIFORNIA,

APH: 537-200-031, 537-200-032, 537-200-033, 537-  537-200-035, 537- , 537-
200-037, 537-200-038

EXHIBIT A—2

Fst Amerkcan Thle
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 EXHIBIT “B”
INITTAL BUSINESS PLAN

(See attached)

B-1

Page 2



wS " l_r—m ] Ixm

JT11 ssiyedoid Bujuueg ynog

S1L'189'8  Z¥bCevo zeeovz suoanqIsiq jeN
—— — — %6'ls 1oz'st ‘SEY'
ses'Liv'e 12L'l1ee 124",/ Sisuped ejonbag Buer
| 608'e9Z'S LzL'zie's g8L'9p OaLED) ¢
sqI9%ig opieg wimey %l ¥ 66¥'8 Z61'rl9'y
JoN osd paLajoly — ] _SIOLJ
%Ce 8 [45%: 74
%e Let %0 004 €92°LSLy elaly [gj0] %Sz 208 960'027 E:Mwmvhthwﬂw
— — e %L 0 £2 005'zZL 8aUeU(y Jaipo
mu %0 0 0 sueo] Aued-puy), %2 oep 00002 PeewienD ejonbeg Bujen
® %00 0 B0 %60 St 000'c8 2O
%t 16 %0 6% £02'e€0'T Siouped ejonbeg Bupe %8 | 1)1 000's81 i au>:W%co oo
%8 652 %0 g 00s'8L1'Z oewsn %0 0 0 0 51800 Bpjy ﬁw_ﬁw_
ET Y] suopnqiyuod suopnNgmuUOy %00 0 Y Sjuswenasduy P
10 Juasoy ejo4 %00 0 0 SSUSHO 2 suomioRy
—_— %¥ €1 60.'2 £92'88¥'L $994 %3 Buue;y
SUVIA %L 81 Tss'e 00s's1L'z uopsinboy puen
[ ] L 9 S 1 4 € (4 ¢
- %0 00} 681°02 Ye9'60L'LL SenueAsy 1mo)
em— ro—— j
. %00 0 0 enusAay Joyo
. %00 0 0 uospauddy sapg
: %00 o 0 susLleInquiey Q-0
" 2 %00 0 0 SnusAsy pue seyn
= ’ s '
o T N P S o E %0 00 661'02 re9'60L'LL  pgs S90S Ianpisey
4900 Pekarg NG« v+ - o S N
@ %00 0 0 0 +0} Jeo,
- T m_w %00 0 0 0 8JBeA
%00 ] 0 0 gJuo,
, %00 ] 0 0 Lieaa,
%00 o Y] 0 gJes,
%0 0 ] 0 0 g Jeey
8 %9 €5 16128 Zis'oss's ooy yiea),
%00 (1] 0 0 gimen
e %¥ o 622'e} 2ZL'ssL's o6e Zieax
%00 0 0 0 L ieap
Mold yse) joN josfosg e 7 #0316 piog ey
0% d0d Bay onueAey 107 wBpng
%00 Tt s @Ry Jaug !
“¥30I440 NId 431HD X 80-81-L DOA Ar % 8 Hxg Emm%ﬁozw.ﬂm
VO ‘Bujuueg NOILYD01
HOLVNIOINO Tvia OT1 sewedalg Bujuueg ynog ¥3aung
AYVARNS 1D3royd Ny



case 8 0a-bi-13151-8k  heBanningPropertiesdol Desc Exhibit 13 Page 4

PROFORMA REGGNCILIATION
FILE NAME : ?EXH B to JVDOC 7-18-05.xls]  jouth Banning Properties LL¢
FILE DATE : 07/18/05 07118105
iHP Por %of DEVELOPER Por %of VARIANCE  Per
PROFORMA Lot Sales PROFORMA Lot Sales AMOUNT Lot
Residunt Seles 11109634 20,109 1000% 11108834 20189 100 0% 0 0
Other Land Revenue 1] [} 00% [} ] 00% 0 [:]
CFD Relmburssments 0 0 00% 0 0 00% [ ¢
Price Appreciation 0 0 00% 0 0 00% 0 0
Othar Revenus ] g 00% [} 0 00% [} 2
TOTAL REVENUES 11,100,834 20,199 100 0% 11,109,634 20,190 400 0% ] 0
Land Acquisition 2 118 500 3852 191% 2118,500 3852 191% 0 0
Doposits 0 ¢ 00% ¢ 0 00% 0 0
Wilemeon Act 0 0 00% 0 0 00% ] 0
Option Coste 0 0 00% 0 0 00% 0 0
Other Closing Costs 1] 2 0% 2 2 Q 2
Land Acquisition 2,118,500 30882 191% 2,118,500 3,852 181% 0 0
Dus Diligence 160,210 e 17% 160,210 348 17% o 0
Entitiemants -83 AC 409 580 745 A% 400 580 745 3% 0 0
Other Indiects - 63 AC 0 6 00% 0 (] 0 0
Entittlements - 160 AC 864 993 1200 80% 884,903 1,209 (1 (i
Other Indirects - 160 AC 0 0 00% 0 0 [ 0
Constitant Project Mgmt- 63AC 60 000 109  085% 60 000 108 0 ]
Consultant Proj Mgme-160 AC 90 000 164  08% 90 000 184 ] 0
Backbane Englnasring (] 0 00% [ ] ] 0
Consultant Incontives - 83 30 000 5  03% 30 000 5 ¢ 0
Cansullant incentives - 160 45,000 82 0d% 45000 82 ] 0
Misc Q2 g MXL g ] ] ]
Planning & Feoy P 1,489,763 2,709 134% 1,489,763 2,708 0 0
Bring Ups 0 o 00% ) [ (] 0
Maass Crading ] 0 00% 0 ] 0 [}
Backbons Roads 0 ¢ 00% 0 (/] 0 ]
Backbone Uthites [ o 00% 0 [} 0 0
Less Reimbursements 0 1] 00% 1] [} 0 1]
Common Area Costs 0 P 00% 0 0] ] 0
Intratt improvements 0 0 00% 0 [} 2 [}
Contingency 195,000 358 18% 183,000 %5 2 ]
Land Bevelopment 165,000 355 18% 195,000 3ss 0 0
Diract Site Ovarhead ] 0 oo% [ ] ¢ 0
Bond Premiuma 0 [} 00% [} ] 0 0
Insurance 0 o 00% 0 0 0 [
Logal, JV 0 0 0.0% 0 0 0 0
HOA formation [ 0 00% 0 0 0 ]
Propeity Taxes a o 00% 0 o ] 0
CFU Assorsments ] 0 00% 0 0 ] 0
Marketiog & Advertising (] 0 00% ] 0 0 0
Misc Indlracts 9 Q 2.0%) [} Q 2 ¢
indlrects & Mitg Costs ] 0 0.0% 0 0 o 0
Buillder Overhead 96,000 175 0.9% 93,000 178 [/] ]
L/3 Overhead Fas 240,000 438 240,000 438 0 0
Due Diligence 0 0 0 [ 0 0
inspections ) ] 0 [/} ¢ o
Annua! Audits 12,500 23 7,500 1“4 5000 ®
Sefter/ Bank Interest Exp 0 [ 0 0 0 0
Misc Finsnce Cost [} [} /] ] 2 ]
Other Finance Costs 252,500 459 247,500 450 5000 9
Sales Commission 111096 202 111086 202 0 (]
Closing Costa 165000 300 165,000 300 [ (]
Other Costa At Sale 0 0 0 0 0 ¢
Land Sale Costs 0 (] 0 0 (] 0
Macketing Fees Receivad 0 o 0 0 0 0
Setter Participstion 0 0 [ (] (] 0
Reserves / Holdbacks 9 ] [} Q 9 @
Costs at Sale 276,088 502 276,000 502 0 [}
Preferred Rotum 248,332 448 248332 448 0 0
TOTAL COSTS 4,674,192 8,459 4,600,192 8,489 6,000 L]
PROFORMA PROFITS 8435442 #1701 8440442 11,710 {5,000) 1'311
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i
k)

i

EXHIBIT “C»

TAX PROVISIONS

The Members mtend for the Company to be taxed as a partnership in accordance with
applicable provistons of the Code

1 Definitions For purposes of the Agreement and this Exhibit, capitahized terms
used herem not otherwise defined in the Agreement have the foliowing meanings

(a) “Cade” means the Internal Revenue Code of 1986, as amended from time
to tume, and all published rules, rulings and regulations thereunder at the time of reference
thereto

(b) “Company Mimmum Gam” means “partnership mmimum gain” as
defined 1n Treasury Regulation Sections 1 704-2(b)(2) and 1 704-2(d)

(¢)  “Gross Asset Value” means, with respect to any asset of the Company,
such asset’s adjusted basis for federal income tax purposes, provided, however, that (1) the Gross
Asset Value of any asset contributed or deemed contributed by a Member to the Company or
distributed to a Member by the Company shall be the gross fair market value of such asset
(without taking mto account Section 7701(g) of the Code), as reasonably determined by the
Members, (1) the Gross Asset Values of all Company assets shall be adjusted to equal ther
respective gross fair market values (without taking into account Section 7701(g) of the Code), as
reasonably determined by the Members, upon the termination of the Company for federal income
tax purposes pursuant to Section 708(b)(1)(B) of the Code, and (iii) the Gross Asset Values of all
Company assets may be adjusted to equal their respective gross farr market values (taking into
account Section 7701(g) of the Code), as reasonably determined by the Members as of (A) the
date of the acquisttion of an additional Membership Interest in the Company by any new or
existing Member m exchange for more than a de mmimis coniribution to the capital of the
Company or (B) upon the liquidation of the Company or the distribution by the Company to a
retiring or continumg Member of more than a de munimis amount of money or other Company
property 1 reduction of such Member’s Membership Interest in the Company Any adjustments
made to the Gross Asset Value of Company assets pursuant to this paragraph shall be reflected in
the Members’ Capital Account balances in the manner set forth i Treasury Regulation
Section 1 704-1{b})

(d “Member Minimum Gain” means the Company’s “partner nonrecourse
debt mimmum gam™ as defined 1n Treasury Regulation Section 1 704-2(1)(2)

() “Member Nonrecourse Debt” means “partner nonrecourse debt” as
defined n Treasury Regulation Section 1 704-2(b)(4)

{f)  “Member Nonrecourse Deductions™ means “partner nonrecourse
deductions™ as defined in Treasury Regulation Section 1 704-2(i)(2).

47596\1123071v17 C-1
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{g) “Net Losses” means for each Fiscal Year or other period, an amount equal
to the Company’s taxable loss and book loss, as the case may be, for such year or period,
determined 1n accordance with Section 703(a) of the Code For this purpose, all items of
income, gain, loss and deduction required to be stated separately pursuant to Section 703(a)(1) of
the Code shall be included in taxable mncome or loss computed as provided herein

()  “Net Profits” means for each Fiscal Year or other period, an amount equal
to the Company’s taxable income and book income, as the case may be, for such year or period,
determined in accordance with Section 703(2) of the Code For this purpose, all items of income
and gain required to be stated separately pursuant to Section 703(a)(1) of the Code shall be
included m taxable income computed as provided heremn

()] “Nonrecourse Deductions” has the meaning set forth 1n Treasury
Regulation Section 1 704-2(b)(1)

()] “Regulatory Allocations” has the meaning set forth in Section 4(e)

below

&) “Treasury Regulation” means, with respect to any referenced provision,
such provision of the regulations of the Umted States Department of the Treasury or any
SUCCESSOr provision

2 Mamftenance of Capital Accounts Each Member’s Capital Account shall be
mcreased by (a) the amount of money contributed or deemed contributed by such Member to
the capital of the Company, (b) the Gross Asset Value of any property contributed by such
Member to the capital of the Company (net of habilities secured by such contrnibuted property
that the Company 1s considered to assume or take subject to under Section 752 of the Code),

(c) the amount of any Net Profits allocated to such Member and (d) any and all items of gross
mcome or gain specially allocated to such Member pursuant to Section 4 below Each Member’s
Capital Account shall be decreased by (w) the amount of money distributed to such Member by
the Company (exclusive of any guaranteed payment within the meamng of Section 707(c) of the
Code paid to such Member), (x) the Gross Asset Value of any property distributed to such
Member by the Company (net of lHabilities secured by such distributed property that such
Member 1s considered to assume or take subject to under Section 752 of the Code), (y) the
amount of any Net Losses charged to such Member, and (z) any items of loss or deduction
specially allocated to such Member pursuant to Section 4 below If a distribution to a Member
gtves nise to the adjustment to the adjusted tax basis of Company property under Section 734 of
the Code, the Capital Account of such Member if the distribution 1s 1n hiquidation of such
Member’s Membership Interest, or the Capital Accounts of the Members 1f the distribution 1s not
in liqudation of such Member’s Membership Interest, shall be adjusted by the amount of such
adjustment to the adjusted tax basis of Company property 1n accordance with the provisions of
Treasury Regulation Section 1 704-1(b)(2)(wv)(m) If the Gross Asset Values of Company assets
are adjusted pursuant to the terms of this Agreement, the Capital Accounts of the Members shall
be adjusted stmultaneously to reflect the aggregate net adjustment as if the Company recogmzed
gain or loss equal to the amount of such aggregate net adjustment and such gain or loss was
allocated to the Members pursuant to the appropriate provisions of this Agreement The
foregoing Capital Account definition and the other provisions of this Agreement relating to the
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maintenance of Capital Accounts are intended to comply with Treasury Regulation
Section 1 704-1(b), and shall be interpreted and applied 1n a manner consistent with such
Regulations

3 Determination of Net Profits and Net Losses For purposes of determining Net
Profits and Net Losses under the Agreement, the following rules shall apply

(@ Any deductions for depreciation, cost recovery or amortization attributable
to any assets of the Company shall be determuned by reference to their Gross Asset Value, except
that 1f the Gross Asset Value of an asset differs from 1ts adjusted tax basis for federal income tax
purposes at any time during such year or other period, the deductions for depreciation, cost
recovery, or amortization aitributable to such asset from and after the date during such year or
period i which such difference first occurs shall bear the same ratio to the Gross Asset Value as
of such date as the federal income depreciation, amortization or other cost recovery deduction for
such year or other pertod from and after such date bears to the adjusted tax basis as of such date,

(b)  Any gam or loss atiributable to the taxable disposition of any property
shall be determined by the Company as 1f the adjusted tax basis of such property as of such date
of disposition was such Gross Asset Value reduced by all amortization, depreciation and cost
recovery deductions which are attributable to said property,

(c) The computation of all items of income, gain, loss and deduction shall be
made without regard to any basis adjustment, under Section 743 of the Code, which may be
made by the Company,

(d)  Any receipts of the Company that are exempt from federal income tax and
are not otherwise included in taxable income or loss shall be added to such taxable mcome or
loss,

(e) Any expenditures of the Company described n Section 705(a)(2)(B) of
the Code or treated as expenditures described 1 Section 705(a)(2)(B) of the Code pursuant to
Treasury Regulations Section 1 704-1(b) shall be subtracted from such taxable mcome or loss,
and

(®  Any and all items of gross income or gamn, Nonrecourse Deductions and/or
Member Nonrecourse Deductions spectally allocated to a Member pursuant to Section 4 below
shall not be taken mnto account in computing such Net Profits or Net Losses

4 Special Allocations and Compliance with Section 704(b) The following
special allocations shall, except as otherwise provided, be made n the following order.

(@)  Notwithstanding any other provision of this Section 4, 1f there 1s a net
decrease in Company Minimum Gam or 1n any Member Minimum Gam during any Fiscal Year
or other period, prior to any other allocation pursuant herefo, such Member shall be specially
allocated items of Company income and gain for such year (and, if necessary, subsequent years)
in an amount and manner required by Treasury Regulation Sections 1 704-2(f) or 1 704-2(1)(4).
The 1tems to be so allocated shall be determmed in accordance with Treasury Regulation
Section 1 704-2.
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(b)  Any Member who unexpectedly receives an adjustment, allocation or
distribution described 1n Treasury Regulation Section 1 704-1(®)(2)ar)(d)(4), (5) or (6) which
causes or increases a negative balance m s or 1ts Capital Account shall be allocated items of
mncome and gamn sufficient to eliminate such Increase or negative balance caused thereby, as
quickly as possible, to the extent required by such Treasury Regulation

(¢)  Nonrecourse Deductions for any Fiscal Year or other pertod shall be
allocated (as nearly as possible) under Treasury Regulation Section 1 704-2 to the Members, pro
rata 1n proportion to their respective Percentage Interests

(d)  Any Member Nonrecourse Deductions for any Fiscal Year or other period
shall be allocated to the Member that made, or guaranteed or 15 otherwise liable with respect to
the loan to which such Member Nonrecourse Deductions are attributable 1n accordance with
principles under Treasury Regulation Section 1 704-2(1)

(¢)  The allocations contamed 1 Sections 4(a), 4(b), 4(c) and 4(d) (the
“Regulato Allocations™) are 1ntended to comply with certain requirements of Treasury
Regulation Section 1 704 The Regulatory Allocations shall be taken into account 1n allocating

5 Allocations of Net Losses and Net Profits
s——==—m0 O et Losses and Net Profits

501 Pnorto the making of a Project Termination Election by L/S Partners, Net Profits
and Net Losses for any Fiscal Year shall be allocated among the Members 1 the following order

a Net Profits If there shall be Net Profits for such Fiscal year, then such Net Profits
shall be allocated among the Members as follows
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(1)  next, to the Members (in proportion to the amounts of Net Profits to be
allocated 1n accordance with this Section 5 01(a)(1n)) until the cumulative amount of 1tems of
Net Profits allocated to each Member for the current and all prior Fiscal Years 1s equal to the
sum of (A) the cumulative amount of the Preferred Return on capital contributions (other than
Additional Caputal) accrued n favor of such Member pursuant to Section 3 02(b) of the
Agreement, if any, for, or 1n respect of, the current and all prior fiscal years, and (B) the
cumulative amount of Net Losses theretofore allocated to such Member pursuant to Sectton
5 01(b)(1v) hereof through and including such Fiscal Year;

(1v)  next, to the Members until there shall have been allocated to the Members
Net Profits equal to the excess, 1f any of (X) the cumulative amount of Net Losses allocated to
the Members pursuant to Section 5 01(b)(in) hereof through and including such Fiscal Year, over
(Y) the cumulative amount of Net Profits allocated to such Member pursuant to this Section
5 01(a)(1v) through and including such Fiscal Year,

(v)  next, to the Members until there shall have been allocated to the Members
Net Profits equal to the excess, 1f any of (X)) the cumulative amount of Net Losses allocated to
the Members pursuant fo Section 5 01(b)(u1) hereof through and including such Fiscal Year, over
(Y) the cumulative amount of Net Profits allocated to such Member pursuant to this Section
5 01(a)(v) through and including such Fiscal Year, and

(v1) to the Members 1n accordance with their then relative respective
Percentage Interests

b. Net Losses If there shall be Net Losses for such Fiscal year, then such Net
Losses shall be allocated among the Members as follows

@ Furst, to the Members until there shall have been allocated to the Members
Net Losses equal to the excess, if any of (X) the cumulative amount of Net Profits allocated to
the Members pursuant to Section 5 01(a)(v1) hereof through and including such Fiscal Year, over
(Y) the cumulative amount of Net Losses allocated to such Member pursuant to this Section
5 01(b)(1) through and including such Fiscal Year,

()  next, to the Members (in proportion to the fotal amount of Net Losses to
be allocated in accordance with this Section 5 01(b)(11)) until there shall have been allocated to
each Member Net Losses equal to the sum of (A) the excess, if any, of (X) the cumulative
amount of capital contributions (other than Additional Capital Contributions) theretofore made
by such Member to the Company pursuant to the Agreement over (Y) the cumulative amount of
the distributions, 1f any, theretofore made to such Member pursuant to Section 3 02(d) of the
Agreement, and (B) the cumulative amount of the Net Profits theretofore allocated to such
Member pursuant to Section 5 01(a)(v) hereof,

(m) next, to the Members (in proportion to the total amount of Net Losses to
be allocated 1n accordance with this Section 5.01(b)(it1)) until there shall have been allocated to
each Member Net Losses equal to the sum of (A) the excess, if any, of (X) the cumulative
amount of contributions of Additional Capital theretofore made by such Member to the
Company pursuant to the Agreement over (Y) the cumulative amount of the distributions, if any,
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theretofore made to such Member pursuant to Section 3 02(c) of the Agreement, and (B) the
cumulative amount of the Net Profits theretofore allocated to such Member pursuant to Section
5 01(a)(1v) hereof,

(1v)  next, to the Members until there shall have been allocated to the Members
Net Losses equal to the excess, if any of (X) the cumulative amount of Net Profits allocated to
the Members pursuant to Section 5 01(a)(u1) hereof through and including such Fiscal Year, over
(Y) the cumulative amount of Net Losses allocated to such Member pursuant to this Section
5 01(b)(1v) through and including such Fiscal Year,

(V) next, to the Members until there shall have been allocated to the Members
Net Losses equal to the excess, 1f any, of (X) the cumulative amount of Net Profits allocated to
the Members pursuant to Section 5 01(a)(u1) hereof through and including such Fiscal Year, over
(Y) the cumulative amount of Net Losses allocated to such Member pursuant to this Section
5 01(b)(v) through and ncluding such Fiscal Year, and

(v1)  to the Members in accordance with their then relative respective
Percentage Interests

502 Inthe event that L/S Partners makes a Project Termination Election, then,
effective as of such date, Net Profits and Net Losses for any Fiscal Year shall be allocated among
the Members 1n the following order and prionity

a Net Profits If there shall be Net Profits for such Fiscal year, then such Net Profits
shall be allocated among the Members as follows

¢y Fust, to Cameo to cause, to the extent possible, 1ts “Modified Book
Capital Account” (as herenafter defined) to be equal to any and all amounts remaming to be
distributed to Cameo under new 3 02(a) and 3.02(b) For these purposes, Cameo’s “Modified
Book Capital Account” shall be equal to 1ts regular Capital Account increased by 1ts share of
Company Mmimum Gain and Member Mmimum Gain;

(1)  next, to L/S Partners to cause, to the extent possible, its “Modified Book
Capital Account” (as heremafter defined) to be equal to any and all amounts remamng to be
distributed to L/S Partners under new 3 02(c) and 3.02(d) For these purposes, L/S Partners’
“Modified Book Capital Account” shall be equal to its regular Capital Account increased by 1ts
share of Company Mimmum Gain and Member Minimum Gan, and

()  the remamng, 100% to Cameo

b Net Losses If there shall be Net Losses for such F iscal year, then such Net
Losses shall be allocated among the Members as follows

(1  Fust, to L/S Partners to cause, to the extent possible, its “Modified Book
Capital Account” (as heremafter defined) to be equal to zero For these purposes, L/S Partners’
“Modified Book Capital Account” shall be equal to its regular Capital Account ncreased by its
share of Company Mimmum Gain and Member Minimum Gain,
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(1)  next, to Cameo to cause, to the extent possible, 1ts “Modified Book Capital
Account” (as heremafter defined) to be equal to zero For these purposes, Cameo’s “Modified
Book Capital Account” shall be equal to its regular Capital Account increased by its share of
Company Minimum Gamn and Member Mimnimum Gain, and

(1)  the remaining, 100% to Cameo

6 Tax Matters L/S Partners is hereby designated as the “tax matters partner” as
defined in the Code L/S Partners agrees to meet with Cameo and 1ts accountants, from time to
time as requested by Cameo, to discuss tax planming for the Company The tax matters partner
hereby agrees that it shall not enter into any proposed settlement or other agreement with respect
to any “partnership items” (as defined 1n Section 6231(a)(3) of the Code), commence any
liigation relative thereto, take any admunustrative or judicial appeal, or make any tax elections on
behalf of the Company or any Member without the prior written approval of Cameo The
Company and 1ts Members shall make all applicable elections, determmations and other
decisions under the Code, including the deductibility of a particular item of expense and the
posttions to be taken on the Company’s tax return, and shall approve the seitlement or
compromise of all audit matters raised by the Internal Revenue Service affecting the Members
generally The Members shall each take reporting positions on their respective federal, state and
local income tax returns consistent with the positions determined for the Company

~7 Section 704(c) In accordance with Section 704(c) of the Code and the apphcable
Treasury Regulations thereunder, income, gamn, loss, deduction and tax depreciation with respect
to any property contributed to the capital of the Company,or with respect to any property which
has a Gross Asset Value different than its adjusted tax basis, shall, solely for federal mncome tax
purposes, be allocated among the Members so as to take mto account any vanation between the
adjusted tax basis of such property to the Company and the Gross Asset Value of such property

8 Election Upon a transfer of the Membership Interest of any Member or the
distribution of any property of the Company to a Member, the Company may, with the approval
of the Members, file an election mn accordance with applicable Treasury Regulations to cause the
basis of the Company propetty to be adjusted for federal income tax purposes as provided by
Sections 734 and 743 of the Code. Subject to the provisions of Treasury Regulation
Section 1.704-1(b), adjustments to the adjusted tax basis of Company property under
Seotions 743 and 732(d) of the Code shall not be reflected in the Capital Account of the
transferee Member or on the books of the Company, and subsequent Capital Account
adjustments for distributions, depreciation, amortization, and gam or loss with respect to such
property shall disregard the effect of such basis adjustment
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EXHIBIT “D”

RESPONSIBLE CONTRACTOR POLICY AND GUIDELINES

(See attached)
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CALIFORNIA PUBLIC EMPLOYEES' RETIREMENT SYSTEM
STATEMENT OF INVESTMENT POLICY

FOR
RESPONSIBLE CONTRACTOR PROGRAM

April 19, 2004

Page 6

This Pollcy 1s effective immedlately upon adoption and supersedes all previous
Responsible Confractor policies

it

PURPOSE

Thrs document sets forth the mvestment poligy ("the Policy™) for the
Responsible Contrattor Program (“the Program”). The design of this
Policy ensures that contraclors, investors, managers, consultants, or other
participants selected by the Californla Public Employees’ Rebrement
Systern ("the System") take prudent and careful action whila managing the
Program Additionally, use of this Policy provides assurance that there 1s
sufficient flexibility in confrolling investment nisks and returns while using
contractors

INTRODUCTION

The California Public Emplayees’ Relirement System ("the System”) has a
deap interest in the conddion of workers employed by the Syslem and its
adwisors The System, through the Responsible Conlractor Program
Palicy (Pohey) described below, supporls and encourages fair wages and
benefits for workers employed by ils contractors and subcontraclors,
subject to fiductary prmeiples concerning duties of loyalty and prudence,
both of which further réquire competitive returns on the System's real
estale investments

The System endorses small businass development, market compelition,
and coniro] of operating costs. The System supports many of the ideals
espoused by labor unlons and encourages participation by labor unlons
and their signatory contractors in the development and management of
the System’s real estale investments The System belleves that an
adequately compensated and tramed worker delivers a higher quality
product and service. This Policy shall complement and i no manner
detract from the System's existing Policy regarding service-disabled
Califormnia veteran owned business enterprises The Policy s consistent
with the recommendations of fiduciary counsel in a letter to the Syslem's
General Counsel dated December 7, 1992 and inciudes provisions for
transition, monttoring, and enforcement

Copytight © 2004 by CAIPERS. Reproducton of any part of fins manual Is permissitily ¥ roproduciion contams police of
CHIPERS' copyright as folfows. "Copyright © 2004 by CatPERS™
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DEFINITION OF A RESPONSIBLE CONTRACTOR

A responsible contractor, as used In lhis Palicy, is a contractor or
subcontractor who pays workers a fair wage and a far benefil as
evidenced by payroll and employee records and who complies with
sarvice-tisabled veleran business (SDV/BE) policy The definttion of far
beneflls includes, but is not hmited to, "employer-pald famlly health care
coverage, pension benefits, and apprenticeship programs® What
constitutes a “far wage" and a “falr benefit* depends on the wages and
benefits pald on comparable real estate projecls Fair wages and fair
banefits are based upon local market factors, that include the nature of the
project (e g., residential or commercial and public or pnvate), comparable
job or trade classifications, and the scope and complexty of services
provided

INITIAL REQUIREMENTS OF THE RESPONSIBLE CONTRACTING
POLICY

-4 Page7

A

Bl

Duty of Loyalty - Nolwithstanding any other considerations, assels shall
be managed for the exclusive benefit of the parficipants and the
beneficiaties of The System The System’s, as well as its advisors’, duly
to the participants and thaw beneficianes shall take precedence over any
other duly.

Prudence - The System's Board, Staff, and advisors are charged with
the fiduciary duly of exercising the care, skifl, prudence, and diligenca
appropriate lo the task. _
Competitive Return - Te comply with duties of loyalty and prudenca, all
investments and services must be made and managed in 2 manner that
produces a competitive nsk-adjusied relurn

Competitive Bidding - Contraclors end ther subcontractors for
consffuction, maintenance, and sarvices shall be selected through a
compelitive bidding and selechon process The purpose of this provision
to encourage fair compebtion and to seek bids actively from all qualified
sources within an area, paricularly those Identified as Responsible
Conlractors  Advisors and thelr subcontractors shall create a bidding
process thal includes notification and vitations to bid, distnbuled to a
broad speclrum of potential bidders, pathcularly those dsntiied as
Responsible Contraciors The review of the bids shall mdude
consideration of layalty, prudence, and compelitive risk-adjusted retums
(factors to be considered include experience, reputation for honesty,
integrity, Umeliness, dependability, fees, SDV/BE policy, and the
adherencs to the Responsible Contracting Policy )

Copyngh! @ 2004 by CalPERS. Reproduciion of any part of this monval is permissile i reproduction
canlains notice of CalPERS" copyrght as lllows. "Copynght @ 2004 by CalPERS" eroch
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E Logal, State, and National Laws - All advisors and their subcoriractors
shall observe all local, state, and national laws (mdcluding, by way of
ilustration, those pertalning to insurance, withholding taxes, mnimum
wage, and health and occupational safety)

F CalPERS Service Disabled California Veteran Business Enterprise
Policies — Will adhere to CalPERS disabled veteran business enterprise
policies

v SELECTION PREFERENCE OF A RESPONSIBLE GONTRACTOR

If Iniial Requirements A through F (see Seclion IV above) are salisfied, The
System expresses a strong preference that Responsible Contractors be hired

VI. TRANSITION, ENFORCEMENT, MONITORING, AND
ADMINISTRATION

A Applicable Investments and Phasing - This Policy shall apply to ali
applicabla real estate advisors and single family real estate investments
(and associaled advisor and subconiractor contracts and bids arlsing out
of those nvesiments). This Policy specifically excludes ait indirect,
specialty, and mortgage investments lacking equity features and their
respective advisors The Policy shall not inrally apply to existing
investments such as hybrid debt or joint ventures. As {o this Palicy’s
application to existing and future hybrid debt and joint venltures
invesiments, an implementabion study shalt be performed for reviewing
these investments.

Housing Developmenit Partnership existing on the effective date of this
Policy shall nol be amended to incorporate this Policy, but voluntary
compliancs s strongly recommended The practicalily, schedule, and
method of extending this Policy in the future, beyond those investments
and contracts described herain shall depend on factors that include the
structure of the investment and the degree of control The Sysiem can
eXxerciss.

B Notification - The System shall provide all applicable current and
prospeclive real estate advisors with a copy of this Policy.

C  Solicitation Documents - All requests for proposal and invitations to bid
covered by this Policy shall include the ferms of this Policy inclusive of
the Responsible Contractor Self-Certificaion Form (Appendix 1)
Responses by bidders shall include Information to assisl the
PartnerfAdvisor in evaluating a bid

D Contracts and Renewals - Al contracis entered into after the effechive
dale of this Policy and pertaining to apphcable real estate investments,

Copymahl ® 2004 by CalPERS. Reproduclion of any parl of Ihis manual Is permissible & repraduclion
contains notlce of CalPERS'’ copyright as follows. “Copynght © 2004 by CaIPERS”.

5 of 15



art5 Filed 10/21/09 Desc Exhibit 1-4 Page 9

Case 8 08-bk-131 51-RK  Claim 4-2 P A

RESPONSIBLE CONTRAGTOR POLICY.

Page 4 of 11

Including renewals of such contracts, shall nclude the terms of this

Policy

Responsibilities - The responsibiliies of The System's Staff (“the
Staff"), advisors, propsrly manhagers, confractors, and unlons are defined

as follows.

1 The System's Staff shall have the following responsibllities

a

b.

Reviewing the adwsors' annual reports regarding
comphance with the Pollcy

Developing and maintaning contact lists for all The
System’ propertes and providing a copy lo mquiting
partias

Reporing perfodically fo the Investments Committee on
these findings and rmaking recommendations for corrective
achon as necessary. The first report shall be six months
after adoption of the Policy

2 Advisors' responsiblilities shall Include the following duties

Communicating the Policy to all property managers

Rewviewing a contract hsting for each property prepared by
each properly manager.

Maintalning a simplified bid summary for each applicable
contract The summary shall nclude identifying contract,
successful idder, and bidder’s status as Responsible
Contractor

Providing an annual report to The System’ Staff, descnbing
their own efforls as well as those by property managers
and their subcontractors

Monitonng and enforcing the Policy, mcluding the
investigation of potential viclations

The Partner/Adwisor shall sign and deliver, on their companies
letterhead, a Partner/Advisor annual Ceriiflcation stating the
following

"I certify that for the fiscal year ending June 30, 20XX
(Partner Name) and any agents and/or
subcontraclors hired by us, have complied, to the best of
my knowledge, with the Responsible Contractor Policy and

Copyright @ 2004 by CalPERS. Reproduction of any pant of this manual 1s permissidle if reproduction
canleins nolice of CaIPERS' copyright as follows. *Copyright © 2004 by CelPERS"
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moré specifically with the roles and responsibilities stated
within the policy *

3 Property managers shali have responsibilily for the foliowing

duties

a

Communicating m bid documents the Responsible
Contractor Program Policy 1o contractors seeking to secure
cpnstruction or bullding servica contracls

Communicating about the Policy to any interesled parly

Ensuning there is a compelitive bldding process, inclusive
of potentially eligible Responsible Contraclors

Requiring thal bidders provide to the properly manager a
Responsible Contractor self-cedification on a form
approved by The System

Prepanng and sending lo advisors a contract hsting for
applicable service contracls for each property under
managemenl. The bulding trades and service trades and
other potental bidders will have access lo this list

Prowviding adwisors with a simplified bid summary for each
contract

Providing property level annual report Information o
advisors

Maintaining documentation for successful bidders

Seeking from trade unions/service unions mput in the
development of Responsible Confractor hists.

Mamntaining a kst of any nterested Responsible
Contractors (Names, addresses and telephone numbers),

4 Contractors shall have the rasponsibilily for the following duties

a.

Copynght® 2004 by CalPERS R,

Submitting a Responsible Contraclor self-certification on a
form approved by The System to the properly manager
Commumicating to subconfractors the Responsible
Contractor Program Palicy.

Providing the property manager with Responsibla
Contractor documentation

of any part of this manual is peprussible i reproduction
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§,  Trade unlons/service unlons shall perform the following tasks:

a Delivering 1o the property manager or advisor, hsts of
names and tolephons numbers of Responsible
Contractors

b Refemning inlerested and qualified Responsible Contractors
lo the propearty manager

c Monltoring the local labor markets continually to update the
lisls

d Providing tachnical input as appropriate.,

F Quireach - The Syslem’ Staff shall develop and mamtain a list of all The
System’ properties The iist shall include the properly name, address,
advisor and property manager, and telephone number of the property
manager and Teal estate advisors. The Syslem’ Staff shall prowide this
list to anyane who requests a copy Actual contract expiration inquiries
shall bo referred fo the property lovel Property managers shall provide
solicitalion documenis o any potential contractor who, has i writng,
expressed an interast m bidding for the relevant contract

G Minimum Contract Size - The Policy shall absolutely apply to all
contracts of a minimum size of $50,000. Minimum conlract seze refers to
the total project value of the work contracted for and not to any
desagregation by frade or task. For example, a $50,000 contract to
paint two bulldings in a single office complex would not be treated as two
$25,000 contracts, each less than the minimum contracl size.
Desegrégation designed lo evade the requirements of the Policy is not
permitted

H Applicabls Expenditures Categories - The Policy shall apply to tenant
improvemenits, capital expenditures, and operational service contracls
(such as cleaning)

! SDV/IBE Pollcy - Satsfaction of the System’ SDV/BE Policy Is a
necassary condilion before the System, acting through iis contractors,
hires a Responsible Conlraclor. Advisars and Contraclors shall provide
a certification statement of SDV/BE comphiance or documentation of
good faith efforls. Advisors shall collect and retain adequate data
documenting thewr compliance with this Policy and shall be prepared to
produce this data for review by the Staff when requested.

J Fair Wage, Fair Benefits, Tralning - The Policy avoids a narrow
defiriion of *fair wage”, "far benefils”, and “training" that might not be
practical in all markets Furthermore, the Policy does not require a

Copynght & 2004 by CalPERS. Reproduchion of any part of this manval ss permissitle ¥ teproduchen
contains notice of CalPERS’ copyright as follows: *Copynght © 2004 by CalPERS™
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“prevailling wage", as defined by government surveys instead, the
Policy looks to local practices concetning type of lrade and type of
project  The Policy recognizes that practices and labor market
condibons vaty across the country and that fexibllity In s
implamentation 1s very imporiant

In determirung “fair wages” and “fair benefits® concerning a specific
contract in a speaific market, items that may be considered include local
wage practices, state laws, prevalling wages, laber market conditions,
and other items. v

In place of a prevalling wage standard, the Policy requires a broad
oulreach and competitive bidding program, as described in Section IV
D, and VI. F. and L This program i1s premised upon the availablity of a
st of Responsible Contractors in every market In which The System
directly owns a properly. While adwisors, ther property managers and
contractors ara respongible for gathesing and analyzing informalion
relevant in dentifying and hrring a Responsible Confraclor, compilation
of this list does not depend solely on the advisors, properly managers, or
confraclors, Instsad, this Polley invites the vanous logsal trades to
suggest contraclors, which in their view, qualify as Responsible
Contractors. Sourcbs of information include local building and service
trade councils, bullders associations, and govarnments

K Annual Review and Data Forms - A proposed Responsible Coniracling
annual report is required with this Policy. The annual review of Advisors'
compliance with the Policy shall colncide with the SDV/BE review
Adyisors shall present summary data i a format described and
approved by the Systemn The annual revlew of advisor compliance shall
provide The System’ Staif with good fauth evidence of monitoring and
anforcement.

The annual review shall determine whether each adwisor, property
manager, and contractor conducted a good faith outreach program and a
competltive bidding procass that Includes responsible contractors. If a
potential, responsible contractor does not respond o the invitation to bid,
then the advisor, property manager, or contractor has acted properly.
For each bidder, the advisor, property manger, or contraclor is obliged fo
gather approptiate responsible contracting mformation and make a
Judgment conceming the five iitial requirements described m Seclion IV
If there are instances In which an advisor, properly manager, or
conlractor falled to comply with this Policy, The System' reviaw of the
adwvisors, properly managers, or contractors shall focus on the overall
pattern of conduct and not any one specific incident

L Competitive Bidding - Property managers and conlraclors shall give
notice for applicabls blds in focal trade publications, bulletin boards, and

Copyright © 2004 by CalPERS. Reproduciion of any parl of this manual Is permissile i reproduction
contains nolico of CalPERS’ copyright as follows "Copyright © 2004 by CalPERS”

9 of 15



bit 1-4 Page
- n5 Filed10/21/09 Desc Exhi
«Case 8 08-bk-13151-RK Claim 4-2 Pa13 .y

RESPONSIBLE GONTRA CTOR POLICY Page 8 of 1 1

union building trades councils Properly managers shall seek input from

building trades councils for developing lists of responsible contraclors for
Inclusion in the bidding process

Properly managers may choose a reasonable number of contractors to
invite to bid from the list of responsible contracters Given the tirme and
expense raquired to solict and evaluate bids, it 1s not essahlial that
advisars, property managers, and contraclors invite all potential bidderg

The property manager must ensure that there s g competitive bidding
process, which is inclusive of potentially eligible respansible contractors
Large numbers of bidders does not hecessarlly assure indlusion
Praperty managers must fake care n ensunng those bidders include
potentially eligible responsible contraclors,

Although the Policy does not require hiing urion warkers, the trade
umons will be Invited to participate in the following

Deliver to the property manager or advisor lists of names and
telephone numbers of raspoensible contractors including those
responsible contractors who expressed any interest i bidding

1

2 Continually momitor the local markets, updating the lists
Properly Managers shall maintain these lists supphed by the
trade unlons

M Neutrality - The System supports a position of neutrality in the event
there is a legiimate atfermnpt by a labor organization to argamize workers
employed in the construction, maintenance, operation, and services at 5

System owned property

Advisors, Property managers, and contraclors that have not hyred
responsible contractors in the past may still bid for contracts, However,

Copyright © 200¢ by CalPERS, Reproduciion of any pard of this manusl ps pemussible if reproduction
conlalas notice ofCalPERS'copyﬁghl as lollows. “Copyright © 2004 by CalPERS"

10 of 15



Exhibt 1-4 Page

- 5 Filed 10/21/09 DescC
. Case 8 08-bk-13151-RK Claim 4-2 Pa14 o0
RESPONSIBLE CONTRACTOR POLICY Pace 9 of 11

after the award of such contracts the Systemn shall review its comphance
with the Policy

The Systemn does not require that advisors, properly managers, or
contractors use any particular system for compliance However, from
time to tmd, The System' Staff may disseminate information and
suggestions regarding efficient ways for complying with this Policy

Copyoght Q 2004 by CalPERS Rapraduchion of any part of thie manual is permissible ichon
conlams nolice of CalPERS” copyright as follows. “Copynght © 2004 by M‘ZERS' ¥ eepro
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CERTIFICATION QF RESPONSIBLE CONTRACTOR STATUS
S N G B O S e S T e A G R
Company Nome
Address
City
| Telephone Nomber { ) Fax Number {
Ownership Structurs (Plouse check ona)
— Sol. Proprictarstp — Prnttiershp — Corporation e Joint Venture — Other

Desenption of Service(s) Pravided ~

Conlractor's License #

O R e e s e T e
Please chach ane of the fslowing.

I Meots all Responsible Contractor requirements

2 Mects nono of the Responsible Contractor rcquirements

3 __Mestscentanof the Responsible Contractar yequirements (provide explanasion below)

SI{ you have checked #3 above, pleass pravide an cxplanation below {awach addstonal pages Unecessary on questions 3 4 and 3)

Explanation.

4 Has your firm ever been fintd, recerved an adverse judgernent, Penalty, or recaved any mandated changes 1o iy carporate policy in
the past 18 months resulting from violations of State or Pederal labor laws, snclisding but not lmted ta the Natonal Labor Relabong Board
or Equal Opportunity Comnussion (ve. sexual horassment andfor discnmution violations)? Jf Yes, please explamn.

Explanutson.

5 Relative 10 quostion #4, are there any complaints that you ate aware of that have been filed with your firm or any engities listed under
question #147 1f yes, please explun. (Affirmanve answer(s) to the guestion will not uecessanty disqualify the vendor from beng tiia
successfid bidder The level of lnvestigation of tha complaints iEsted in response 1o the question will e left to the judgemen; of the
Rveshinent partner )

Explanation.

R T T A R e
By I SRR A by e il

Does your firg mest the definiton of service-disabled veteran busmess enterprisc?

- Yes . No

| QVERT) RIS IR RIGATH ONIRT ES BEE RESEATR) Bk T
On behaif of ithe abave-named campany, the undersigned ceriifies that the raformation and response provided herewm are true, complete and
dccurare as of this date, and hefshe 1s aware that any intentionally nusrepresented or falsefied nformation may result in disqualificaton from

Daie

Neme (pleasa pent) Title

Tlus form was prepared for the nse in compliance with the Responsible Contractor Program Policy of
CalPERS  Any commractor or subcontractor with 4 mauimum coniract size of $50 000 shauld complete tus
form,

C-09-¢ - Cerlification of RC Status xis 12 of 15 05/05§
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INTRODUCTION  The California Public Employees® Retrement System (“CALPERS") has a deep interest in the conthitron of workers
employed by the System antfsts advisors  The System, through the Responsible Contracting Polley supports und enconrages fawr woges and
fair benelits for warkers employediby its cantractors and subcantracton, subject to fidutary principles concernming duties of loyalty and
prudence both of which furthicr require compcetitive seiurns on the System's real estate investments  The System endorses small busmess
development, market competition and control of operating costs  The System supports many of the ideals espouscd by labor unsons and
encournges participation by labor unions and thew signatory contractors wm the development and management of the System s reat estate
mavestments  The System behoves that an adequntely compensated and tramed worker dehivers alugher quality product and serviée “This
pohicy 1s intended ta complement. agd n vo manner defract flom exsshing System pohcy regardng service-disabled Californa vetersn owned
bugness enterprises.

DEFINITIONS

Responsible Contractors A contractor or subcontractor who pays workers a falr wage and a fur benefit as evidenced by payrot] and
emmployes records and who compihies with CALPERS® service-dhsabled veteran business enterprise (SDV/BE) policy. “Fasr Bensfits™ are
defined as mcinding, but nat imited to, employer paid fapuly bealth care coverage, pension benefits, and appreaticeship programs What
constitutes a “fur wage” and “fuwe benefil” depends on the wages and benefits paid on-comparable real estate projects bused upon Jocal
market factors, that include the naiure of the project (¢ g residentlsl or commercial, public or private) compurable job or trade
classifications, and the scope snd complexsty ol the services provided

SDY/BE Policy, Contractors to the System shall make a good fauth effort to comply with CALPERS annual contract participation poals by
diresting purchnse of goods and serviceS 10 3% service-chisabled veteran owned business enterprises. The defintons of these terms are g5
follows

Scrvice-Disabled Veteran, A veteran of the muitary, naval orair services of the United States with a sérvice-comnected desabality

Servite-Disabled Veteran Bosmess Enterprise A business caterpnse which s cerbificd by the State of Cahifornsa Office of Small &
Munonty Business of the Department of General Services as mecting all of the following, (1) 1015 a business entcrpnse which ix at least 51%
owned by ane or more disablod veteraas, or i the case of a publicly-owned business, at least 51% of the stock of which is owned by one or
more disabled veterans. (2) the management and duly business operations arc controlled by one ar more disabled veterans (the disabled
veterans who exercise mungement and control are not required 1o b the same disnbled veterans as the owners of the busiaess concern), and
(2:})' ! 'l:u:x business concern with its home office In the United States and which is not a branch of subsidiary of a foreiga corporation, fitm or
other business

C-09-¢ - Certfication of RC Status xis 13 of 15 0508]
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'YOUR COMPANY LETTERHEAD

I cerufy that for the quarter ending .

{(Managing Member) and any agents and/or subcontractors hired by us, have complied, to
the best of my knowledge, with the Responsible Coritractor policy and more specifically
with the roles and responstbihtics stated within the policy.

(s1gned by offices of company)

C)9-e - Self Certification Letter doc 05105
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RESPONSIBLE CONTRACTOR AND SDVIBE REPORT
FOH THE QUARTER ENDING
PROJECT NAME
TOTAL NUMBER OF CONTRACTS
TOTAL DOLLAR AMOUNT OF CONTRACTS s
RESPONSIBLE CONTHACTOR AND SOV/HE STATUS
MNUMBER OF OOLLAR PERCENT OF
CONTRACTS® ANMOUNT™ EBQJEGT

1 DISABLED OWNED

@
by

————————————

2 RESPONSIBLE CONTAACTOR §

3 OTHER e 3 — R

4 DO NOT KNOW/DID NOT RESPOND 5 %

TOTALS $ %,
A AT . T S —

l

* Includes contracls lol project W date and In an amouni over $50,800

G03-d Resp Conr & SOV-BE Hoporlxis

1 15 of 15
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EXHIBIT “E”

SCHEDULE OF DUE DILIGENCE EXPENSES
(See attached)

47596\1123071v17 E-1
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EXHIBIT E
SCHEDULE OF DUE DILIGENCE EXPENSES

'

TOTAL 63 AC. 160 AC.
BUDGET BUDGET BUDGET

NUMBER OF UNITS 550 390 160
EXPENSE
A Legal (JV Agrmt) 12,800 6,400 6,400
C Legal (Land Use/CEQA) 7,000 3,500 3,500
P Planning and Engineering 55,000 27,500 27,500
E Public Workshop -160 Acs 15,000 2,000 13,000
F Planning Consultant/Public Workshop 15,000 7,600 7,500
G Biology 7.0670 3,113 3,957
H Cuiltural Resources 5,000 2,500 2,500
I Solls/Geology-Field Investig & Rpt 27,600 8,560 19,040
K. CFD Analysis 5,500 2,750 2,750
L Cost Estimates 12,000 6,000 6,000
M Market Research 3,500 1,750 1,750
N. Traffic Studies 15,200 15,200 0
O EIR, Inital Investigation 3,040 3,040 0
P Utihities Constuitants 1,500 750 750
Q Contingency 5,000 2,500 2,500

TOTAL DUE DILIGENCE 190,210 93,063 97,147
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CONTRIBUTION AGREEMENT

Case 8 08-bk-13151-RK Cla

THIS CONTRIBUTION AGREEMENT (this “Agreement”) is made and entered nto as
of the 281 day of July, 2005 (the “Effective Date™), by and between 213 BANNING LLC, a
Califormia limited hiability company (“Transferor™), and SOUTH BANNING PROPERTIES
LLC, a Delaware hmited hability company (“Project Venture”) Transferor and Project
Venture are each sometimes referred to herem indrvidually as a “Party,” and collectively as the
“Parties ”

1 Transfer of Real Property Transferor 1s the fee owner of that certain real
property (the “Land”) located i the County of Riverside, State of California, as more
particularly described on Exhibit “A” attached hereto Transferor and Laing/Sequoia Partners
LLC, a Delaware hmited liability company (“L/S Partners™), are all of the members of Project
Venture, and as such, have entered into that certain Limited Liability Company Agreement of
South Banning Properties LLC, a Delaware imited hability company, dated as of July 18, 2005
(the “LLC Agreement”) Transferor hereby agrees to transfer, and Project Venture hereby
agrees to accept, upon the terms and condrfions set forth i this Agreement, all of the following
the Land, all nghts, privileges and easements appurtenant to the Land (collectively, the
“Appurtenances”), all improvements and fixtures located upon the Land (collectively, the
“Improvements™), all of Transferor’s right, title and mterest 1n and to all assignable warranties,
guarantees, uhhity contracts, contract nghts, permits and other intangible nights relating to the
Land, the Appurtenances and/or the Improvements (collectively, the “Intangible Property™),
and all tangible personal property located on or 1, or used in the ownershp, use, occupancy or
operation of the Land, the Appurtenances and/or Improvements (the “Tangible Personal
Property”) The obligations of Transferor under this Agreement and the LLC Agreement are
guaranteed by Cameo Homes, a Califormia corporation (“Guaranter™), pursuant to the terms of
that certain Guaranty dated as of even date herewith, executed by Guarantor in favor of L/S
Partners and Project Venture (the “Guaranty”) The Land, the Appurtenances, and the
Improvements are sometimes referred to herein collectively as the “Real Property ” The Real
Property, the Intangible Property and the Tangible Personal Property are sometimes referred to
herem collectively as the “Property”

2 Capital Contribution Credit Transferor and Project Venture have agreed that the
Property has a fair market value of Two Million One Hundred Eighteen Thousand Five Hundred
Dollars ($2,118,500) (the “Capital Confribution Credit”) Without hmiting the generality of
the foregomng or of any other provision of this Agreement, upon the occurrence of the Closing
and the performance by Transferor of all of its obligations under this Agreement 1n connection
therewith, Transferor shall be deemed to have made a capital contribution to Project Venture 1n
an amount equal to the Capital Contribution Credit For purposes of this Agreement, the term
“Closing” means the recordation of the Deed (as heremafter defined) conveying fee sumple title
to the Property to Project Venture m the Official Records of Riverside County, California (the
“Official Records”) occurring following satisfaction (or waiver in writing by Project Venture) of
all of the condrtions to Closing as set forth i Section S(b) hereof

3 Title to the Property At the Closing, Transferor shall convey to Project Venture
marketable and insurable fee simple title to the Property by duly executed and acknowledged
grant deed 1n the form of Exhibit “B” attached hereto (the “Deed”) Evidence of delivery of

47596\1124159v8 1
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marketable and insurable fee simple title shall be the issuance by First American Title Insurance
Company (the “Title Company”) to Project Venture of an ALTA Extended Coverage Owner’s
Policy of Title Insurance (1970 Form B, rev 10/17/70), in the amount of Four Million Two
Hundred Thousand Dollars ($4,200,000) (the “Title Insurance Amount”), insuring fee simple
tatle to the Property 1n Project Venture, subject only to the Permitted Exceptions (as hereinafter
defined) (the “Tatle Pohicy”) The Title Policy shall provide full coverage agamst mechanics’
and matenalmen’s liens and shall contain such special endorsements as Project Venture may
reasonably require (the “Endorsements™) Project Venture has approved each of the title
exceptions hsted in Exhibit “C” attached hereto (collectively, the “Pre-Approved
Exceptions™) Transferor covenants to cause to be released and reconveyed from the Property,
and to remove as excephions to title prior to the Closing the following (the “Pre-Disapproved
Exceptions™) any and all mortgages, deeds of trust, or other monetary encumbrances,
assessments and/or indebtedness, with the sole exception of the then current mstallment of non-
delinquent real property taxes and assessments payable as a part of the real property tax bill for
the peniod after the Closing Date The “Permitted Exceptions” shall include the followng title
exceptions (a) the Pre-Approved Exceptions, (b) any title exceptions approved by Project
Venture, in 1ts sole discretion, during the Interm Pertod (as heremafter defined), and (c) the then
current instaliment of non-delinquent real property taxes and assessments payable as a part of the
real property tax bill for the period after the Closing Date.

4 Transferor’s Delivenies  Withun ten (10) days after the Effective Date, Transferor
shall make available to Project Venture for mspection and duplication 1f appropniate all materials
m Transferor’s possession, including but not limited to (1) copies of the most recent property tax
bills and assessments for the Property; (i1) a copy of any and all leases, service contracts,
easements, licenses, development approvals and/or other agreements related to the Property,

(1) any and all existing surveys of the Property, (1v) any and all soils reports, reports pertaming
to hazardous materials or other environmental conditions or other reports relating to the physical
condition of the Property, (v) any and all architectural or engineering documents relating to the
Property, and (v1) any and all other correspondence, reports, studies, permits, approvals, or
documents relating to the Property (collectively, the “Documents”) In addition, Transferor
shall promptly deliver to Project Venture such other formation relating to the Property that 1s
spectfically requested by Project Venture of Transferor during the term of this Agreement to the
extent such mformation 1s 1n the possession or control of Transferor

5 The Closing

(@)  The Closmg Date. The Closing shall occur on the date which 1s the earher
of (1) the date which 1s seven (7) days after the date upon which all requisite governmental
approvals have been obtained to the specific plan for the development of the “63 Acre Property”
(as defined in the LLC Agreement), or (1i) October 1, 2006 (the “Closing Date™)

(b)  Project Venture’s Conditions to Closing. Project Venture’s obhgation to
accept the Property 1s subject to and conditioned upon the satisfaction of each of the following
condrtions (unless otherwise waived 1n writing by Project Venture) on or before the Closing Date
which conditions are for the sole benefit of Project Venture

47596\1124159v8 2
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(1))  The Title Company shall have given Project Venture its
unconditional and 1rrevocable commitment to 1ssue the Title Policy to Project Venture

(1)  Each and all of the representations and warranties made by
Transferor 1 this Agreement shall be true and correct as of the Effective Date and the Closing
Date

(i1)  Transferor shall have fully performed all of the covenants which
Transferor, pursuant to the terms of this Agreement, has agreed to perform on or prior to the
Closing Date, and Transferor shall not be m material breach or default under this Agreement

If the conditions to Project Venture’s obligation to consummate the transaction contemplated 1n
this Agreement are not timely satisfied (or warved by Project Venture 1n writing), then, upon
Project Venture’s request, this Agreement shall terminate The conditions set forth 1n this
Section 5(b) are for the sole benefit of Project Venture

{c) Closing Statement. The Parties shall mutually agree, in their reasonable
discretion, on a closing statement (the “Closing Statement”) at least five (5) business days prior
to the Closing Date The Closing Statement shall set forth mn reasonable detail the portion of the
fees, costs, expenses and prorations related to the Closing payable by each Party, all as
determined 1n accordance wrth the terms of this Agreement

(d)  Deliveries at Closing

® At least one (1) business day prior to the Closing Date, Transferor
shall deliver to Title Company an oniginal of the Deed executed and acknowledged by
Transferor, as grantor

()  Onthe Closing Date, Transferor shall deliver the following
documents to Project Venture

(A)  Anongmal of the bl of sale of all Tangible Personal
Property and assignment of all Intangible Property, i the form attached hereto as Exhibit “D”
(the “Bill of Sale and Intangible Assicnment”), executed by Transferor, as assigner,

(B)  The onginals of all Documents pertamning to the Property
and all files pertaining to the Property, .

(C)  Anaffidavit directed to Project Venture giving Transferor’s
taxpayer identification number and confirming that Transferor is not a “foreign person,” which
affidavit shall be, in form and substance, sufficient to relieve Project Venture of any withholding
obligation under §1445 of the Internal Revenue Code (“Transferor’s Foreign Person
Affidavit”), together with a duly executed Califorma Francluse Tax Board Form 593-W, which
affidavit shall be, 1n form and substance, sufficient to relieve Project Venture of any withholding
oblhigation under any applicable laws of the State of Califorma (the “Cal FIRPTA”), and

(D)  Any other mstruments or agreements necessary to
consummate the transaction contemplated hereby

47596\1124159v8 3



-1 Pageb
- Filed 10/21/09 Desc Exhibit 2-1
Case 8-08-bk-13151-RK Claim 4-2 Part %f Y

1

()  Atleast one (1) business day prtor to the Closing Date, Transferor
and Project Venture shall each deliver to Title Company funds sufficient to pay such Party’s
share of any taxes, fees, costs and expenses related to the Closing, all as more particularly set
forth 1n the Closing Statement

(¢)  Recordation of Deed, Issuance of Title Policy Upon receipt of written
mstructions from Project Venture that all conditions to the Closing have been satisfied, Title

Company shall
@ Cause the Deed to be recorded m the Official Records,

(n)  Pay from Project Venture’s funds, Project Venture’s share of fees,
costs and expenses mcurred m connection with the Closimng, as shown on the Closing Statement,

(u)  Pay from Transferor’s funds, all fees, costs and expenses incurred
by Transferor in connection with the Closing, 1f any, as shown on the Closing Statement,

(zv)  Remut to Project Venture and Transferor any funds delivered by
such Party in excess of such Party’s share of any closing costs,

(v)  Deliver an onginal Title Policy to Project Venture, and

(vi)  Dehver an ongmal recorded Deed (or if unavailable, a conformed
copy of the Deed) to Project Venture

6 Costs and Prorations
(a) Costs Costs of the Closing shall be allocated as follows
® Project Venture shall pay the costs of recording the Deed

()  Project Venture shall pay all documentary transfer taxes imposed
m connection with recording the Deed

()  Project Venture shall pay the premium for the Title Policy and the
cost of any Endorsements that it may request

(b)  Customary Apportionment All other costs, if any, shall be apportioned 1n
the customary manner for real estate transactions in Riverside County, California

(c)  Prorations All items of income and expense (including, without
himatation, taxes), other than interest on any deed of trust or other hen to be paid off at or prior to
the Closing, premums on any policy of msurance which shall not continue after the Closing, or
other expenses which shall not continue after the Closing, shall be prorated between Project
Venture and Trausferor as of the Closing in the customary manner for real estate transactions in
Riverside County, Californta. On the Closing Date, each Party shall pay directly to the other
Party any amount owed in connection with the prorations provided in this subsection (c)

47596\1124159v8 4
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(d)  Post-Closing Adjustments Any statements from governmental agencies
for real property taxes, bonds and assessments relating to the Property for periods prior to the
Closing that are delivered to Project Venture after the Closing shall be paid by Transferor within
ten (10) days from wrnitten notice from Project Venture If any such statements from
governmental agencies for real property taxes, bonds or assessments for periods prior to the
Closing indicate an overpayment of any taxes or assessments relating to the Property for penods
prior fo the Closing, such overage shall be paid to Transferor by Project Venture within ten (10)
days after Project Venture’s receipt of any refund or notice of reassessment

(e)  Project Venture’s Instructions In the event that Title Company or any
other person receives instructions from one or more parties in connection with the acquisition of
the Property by Project Venture pursuant to this Agreement, Title Company and such other
persons are hereby mnstructed to rely on the instructions provided by L/S Partners as the sole and
exclusive instructions of Project Venture hereunder, and prior to taking any mstruction from any
other party on behalf of Project Venture, Title Company and/or such other persons are mstructed
to confirm such nstructions with L/S Partners

7 Operation of the Property Prior to Closing

(a) Transferor’s Obligations During the period from the Effective Date to the
Closing Date (the “Interim Period”), Transferor shall mamtain the Property n the same
condition as of the Effective Date and shall take such actions to protect the Property as a
commercially reasonable property owner would take with respect to stmilar property in the area
in. which the Property 1s located Transferor shall not enter into, modify or terminate any lease,
agreement, contract, easement, covenant, condition or restriction relating to the Property or
otherwise encumber the Property during the Interim Period without the prior written consent of
Project Venture, which consent may be withheld n its sole discretion Transferor shall not take
any action which would adversely affect the zomng, entitlements, tentative or final tract maps
affecting the Property or the processing by Project Venture of any plans or necessary approvals
for the contemplated development of the Property Transferor shall promptly deliver to Project
Venture any written notices, mquiries or other documents received by Transferor relating to the
Property and shall promptly notify Project Venture of any verbal notices, mquirtes or other
communications regarding the Property’

(b)  Project Venture’s Entitlement Work During the Interim Period, Project
Venture shall have the exclusive right, at 1ts sole cost and expense, to contact and meet with any
governmental or quasi-governmental agencies, to attend and make presentations at city and
county council meetings, to solicit support n the surrounding neighborhood and to prepare,
process and seek all final and non-appealable zoning changes, permuts, licenses, variances,
entitlements, subdtvision maps and other approvals 1 order for Project Venture to develop the
Property i a manner consistent with the Business Plan (as defined m the LLC Agreement)
(collectively, the “Project Approvals”), including, without hmtation, obtamung a specific plan,
a general plan amendment, a zone change, a parcel map, a tentative map, a site plan, backbone
engineering plans, one or more services agreement, any requisite environmental clearances, any
requusite Army Corps of Engineers permuts and any and all other agreements, permits and/or
approvals required by any applicable governmental or quasi-governmental agency, which Proect
Approvals shall be subject to such conditions and contamn such terms as are acceptable to Project

47596\1124159v8 5
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‘Venture in 1ts sole discretion In addition, during the Interim Period, Project Venture shall have
the exclusive right, at 1ts sole cost and expense, to petition for and form one or more community
facility districts in connection with the development of the Project and related off-site
improvements (collectively, the “CFD’s”), which CFD’s shall be in such amounts, subject to
such conditions and contain such terms as are acceptable to Project Venture in its sole discretion
Transferor shall cooperate with and do all acts as may be reasonably requured of requested by
Project Venture, with regard to the processing of the Project Approvals and CFD’s, including,
without hmitation, executing, acknowledging and delivering any documents required i
connection therewith Transferor shall not take any action which would adversely affect Project
Venture’s ability to obtain the Project Approvals or form any CFD’s

(¢) Investigations Project Venture may conduct such feasibility studies,
inspections, environmental audits (including, wrthout hmitation, invasive testing), soils and
geological studies, engineering studies, topographic and other surveys and other mvestigations of
the Property (collectively, the “Investigations™) as Project Venture deems approprniate
Transferor shall permit Project Venture, 1ts engineers, contractors, consultants, employees and
agents, to enter onto the Property and conduct, at Project Venture’s expense, such Investigations
Project Venture and all other parties entering the Real Property pursuant to the lrcense granted to
Project Venture hereunder shall maintam (or Project Venture shall maintain on behalf of such
parties) reasonably adequate commercial general liabihity insurance policies to cover the
activities of such parties on the Real Property In the event the Closing fails to occur for any
reason other than the default of Transferor, Project Venture shall repair any damage to the
Property caused by the Investigations 1 order to restore the Property to substantially the same
condition which it was 1n prior to the conduct of such Investigations Project Venture agrees to
mdemnify and hold harmless Transferor from any actual damages, Liabilities, losses, costs or
expenses (1ncluding, without limitation, reasonable attoreys’ fees) which result from any
damage to persons or property caused directly by Project Venture’s Investigations, and such
indemmity obligation shall survive the termination of this Agreement

8 Transferor’s Representations, Warranties and Covenants Transferor represents,
warrants and covenants as follows and such representations, warranties and covenants shall
survive the Closing

(@)  There are no suits, actions or proceedings at law or 1n equity pending or, to
its actual knowledge, threatened against Transferor or Guarantor that could have a materal
adverse impact upon their ability to perform their obhgations in this Agreement, the LLC
Agreement, the Guaranty or any other mstruments or documents executed in connection
herewith, as applicable

(b)  The execution and delivery of this Agreement, the LL.C Agreement and all
documents executed pursuant to this Agreement have been authonzed by all requisite action and
are 1 accordance with the governing documents of Transferor and constitute the duly authorized,
valid and binding obligation of Transferor, enforceable 1n accordance with therr terms No
consent, authonzation, permit or approval 1s required for the due, prompt and complete delivery
and performance by Transferor of this Agreement, the LLC Agreement and all instraments and
documents executed in connection herewith

47596\1124159v8 6
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{c)  To the actual knowledge of Transferor, neither Transferor nor Guarantor 1s
1n breach or default (nor would be 1 breach or default but for the requirements of notice or the
passage of time or both) under any agreement, contract, indenture, covenant, note, deed of trust,
mortgage, security agreement or other instrument or decument which would have a material,
adverse impact upon the Property, the financial strength of Transferor or Guarantor or
Transferor’s and Guarantor’s ability to perform their respective obligations contained mn this
Agreement, the LLC Agreement, the Guaranty or any wmstruments and documents executed in
connection herewith

(d  To Transferor’s actual knowledge, no violation of any applicable law,
ordmnance, order, rule or regulation exists with respect to the Property

(e) Other than the Pre-Approved Exceptions and such other matters as may
have been caused by or consented to in writing by Project Venture, Transferor knows of no hen,
ericumbrance, restriction, defect, security interest, adverse claim or right, or other matter or
condition of title to the Property or any of the assets to be acquired by Project Venture

® There 1s no litigation pending or, to Transferor’s actual knowledge,
threatened 1n writing agamst Transferor ansing out of the ownership or operation of the Property
or that might defrimentally affect the development, value or use of the Property as contemplated
by Project Venture or the ability of Transferor to perform 1ts obligations under this Agreement
Transferor shall notify Project Venture promptly of any such proceedings or litigation of which  #
Transferor becomes aware

(g  There are no outstanding written or oral contracts made by Transferor for
any mmprovements to the Property which have not been fully paid for, except to the extent the
same may have been caused or consented to in writing by Project Venture There are no
outstanding mechanic’s or materialman’s liens affecting the Property, except to the extent the
same may have been caused or consented to i writing by Project Venture

(h)  There are no existing or, to the best of Transferor’s knowledge, proposed
easements, covenants, restrictions, agreements or other documents which affect title to the
Property and which are not disclosed by the preliminary title report provided by Title Company
to Project Venture prior to the Effective Date, except to the extent the same may have been
caused or consented to in writing by Project Venture There are no existing or, to the best of
Transferor’s knowledge, proposed leases or occupancy agreements affecting the Property

Each of the representations and warranties of Transferor contamed in this Section 8 (1) 1s true 1n
all material respects as of the date hereof, and (ii) shall be deemed remade by Transferor, and
shall be true 1n all matenal respects, as of the date of Closing (provided, however, that the
representation contained m Section 8(f) above shall not be deemed remade as of the Closing).

9 Casualty and Condemnation

(a)  Casualty. If any portion of the Property 1s damaged or destroyed by fire or
other casualty at any time, Transferor shall pay to Project Venture on the Closing Date any and
all msurance proceeds previously recerved by Transferor as a result of such loss, damage or other
casualty, and from and after the Closing Date, Project Venture shall have the right to receive

47596\1124159v8 7



o Part6 Filed 10/21/09 Desc Exhibit 2-1  Page 9

-bk- - Claim 4-
Case 8 08-bk-13151-RK 2620

4

{and on the Closing Date, Transferor shall assign to Project Venture 1ts night to receive) any and
all insurance proceeds payable as a result of such loss, damage or other casualty Transferor
shall not submut, process, settle or adjust any and all claims for insurance proceeds without
obtaining the prior consent of Project Venture, as determined 1n its sole discretion  Transferor’s
obligations in this subsection (a) shall survive the Closing

b) Condemnation In the event a governmental entity commences emment
domam proceedings to take any part of the Property during the Interim Pertod, Project Venture
shall have the nght to either (1) terminate this Agreement, or (11) proceed with the Closimg as
scheduled notwithstanding such proceeding If Project Venture elects to proceed with the
Closing, Transferor shall obtain Project Venture’s consent, as determined 1ts sole discretion, 1n
connection with the prosecution, settlement and admunistration of such proceedings Transferor
shall pay to Project Venture on the Closing Date any and all proceeds from any eminent domamn
proceedings previously recerved by Transferor, and from and after the Closing Date, Project
Venture shall have the nght to receive (and on the Closing Date, Transferor shall assign to
Project Venture its right to recerve) any and all proceeds payable 1n connection with any emiment
domain proceedings Transferor’s obligations 1n this subsection (a) shall survive the Closing

10 Possession Possession of the Property shall be delivered to Project Venture as of
Closing free of any and all other tenancies and/or occupancy nghts

11 Intentionally deleted

12 Miscellaneous

(@ Assignment, Successors and Assigns Project Venture may assign its
rights under this Agreement, in whole or in part, to one or more wholly-owned subsidiaries

Except as provided 1n thus subsection (a), neither this Agreement nor the nights of either Party
hereunder may be assigned by either Party This Agreement shall be binding upon, and mure to
the benefit of, the Parties hereto and their respective successors, hewrs, admmistrators and
permitted assigns

(b)  Entire Agreement This Agreement and the LLC Agreement embody the
entire agreement between the Parties relative to the subject matter hereof] and there are no oral or
parol agreements existing between Transferor and Project Venture relative to the subject matter
hereof which are not expressly set forth herem and covered thereby

(c) Headings The headings contained in this Agreement are for reference
purposes only and shall not in any way affect the meaning or interpretation hereof

(d) Notices All notices required or permitted by this Agreement shall be in
writing and may be delivered in person to exther party or may be sent by registered or certified
maul, with postage prepaid, return receipt requested, or delivered by Express Mail of the U S
Postal Service or Federal Express or any other courier service guaranteeing overmight delivery,
charges prepaid, or may be transmutted by facsimile and addressed

In the case of L/S Partners c/o THP Caputal Partners
19800 MacArthur Boulevard, Suite 700

47596\1124159v8 8
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Irvine, Califorma 92612
Attention Douglas C Neff
Telephone (949) 655-7003
Facsimile (949) 851-8284

With a copy to IHP Capatal Partners
19800 MacArthur Boulevard, Sute 700
Irvine, California 92612
Attention General Counsel
Telephone (949) 655-7009
Facsimile (949) 655-9038

In the case of Cameo 213 Banning LLC
1105 Quail Street
Newport Beach, Califorma 92658
Attention Vic Mahony
Telephone (949) 955-3832
Facsimile (949) 250-8574

With a copy to Palmien1, Tyler, Wiener, Wilhelm & Waldron LLP
East Tower, Suite 1300
2603 Main Street
Irvine, California 92614
Attention Robert C Ihrke, Esq
Telephone (949) 851-7265
Facsimile (949) 851-1554

or such other address as shall, from tune to time, be supplied in writing by any party to the
others If any notice or other document 1s sent by registered or certified mail, postage prepaid,
with return receipt requested, addressed as above provided, the same shall be deemed served or
dehvered within forty eight (48) hours after deposit 1n the Umited States mail Notices delivered
by overmight service shall be deemed to have been given twenty four (24) hours after delivery of
the same, charges prepaid, to the US postal service or private courter. If any notice 1s sent by
facsimile transmission the same shall be deemed served or delivéred within twenty four (24)
hours afier confirmation of the transmission thereof. Any notice or other document sent or
delivered 1n any other manner shall be effective only if and when recerved Rejection or other
refusal to accept delivery, or the inability to deliver because of a changed address of which no
notice was given, shall be deemed to constitute receipt of notice or other communication sent.

()  Brokers Transferor and Project Venture each represents to the other that
1t has employed no broker or finder in connection with the transaction contemplated hereby and
agrees to mdemmify the other and its successors hereunder against, and hold such indemmfied
party and 1ts successors hereunder harmless from, any and allactions, swits, claims, demands,
debts, losses, habilities or expenses (including without hmitation reasonable attorneys’ fees and
costs of investigation and defense) arising from or 1n connection with any brokerage or finder’s
fees, charges or commissions which are (or are claimed to be) payable i connection with the
transaction contemplated hereby by reason of the actions (or alleged actions) of such
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indemnifymng party The provisions of this Section 12(e) shall survive the Closing or termmation _
of this Agreement

) Califormia Law This Agreement shall be construed under and in
accordance with the laws of the State of Califorma The parties further agree that venue shall be
proper 1n the Supenor Court or federal district court for Orange County, Califorma, m the event
of any litigation between the parties with respect to this Agreement In connection thereto, the
parties hereby waive any claim of proper venue 1n any other junisdiction and any objection to
venue as described herein, and personally and unconditionally submit to the jurisdiction of the
Superior Court or federal district court for Orange County, Califorma

(g) Severability In case any one or more of the provisions contamed 1n this
Agreement shall for any reason be held to be mvalid, 1llegal or unenforceable 1 any respect,
such invalidity, 1llegality or unenforceability shall not affect any other proviston hereto, and the
remainder of the provisions of this Agreement shall continue m full force and effect without
impairment

(h) Waiver The waiver by either party of a breach of any provision of this
Agreement shall not be deemed a waiver of any subsequent breach whether of the same or
another provision of this Agreement

@ Counterparts This Agreement may be executed 1n any number of
counterparts, each of which shall be deemed an original, but all of which shall constitute one and
the same mstrament

- )] Third-Party Beneficiaries L/S Partners shall be deemed a third-party
beneficiary of this Agreement Except as provided in this subsection (), the execution and
delivery of this Agreement shall not be deemed to confer any rights upon, nor obligate either of
the Parties to, any person or entity not a party to this Agreement.

(k) Amendments m Wnting The provisions of this Agreement may not be
amended or altered except by a written mstrument duly executed by each of the Parties

® Interpretation ‘Whenever the context hereof shall so require, the singular
shall include the plural, the male gender shall include the female gender and the neuter, and vice
versa The headings contamned mn this Agreement are for reference purposes only and shall not 1n
any way affect the meaning or mterpretation hereof As used herein, the term “Person” shall
mean and refer to any individual, corporation, partnership, limited hability company, limited
parinership, limited liability partnership, trust, governmental entity, or quasi-governmental
entity

(m) Attomeys’ Fees Iflegal action 1s commenced to enforce or to declare the
effect of any provision of this Agreement, the prevailing Party shall be entitled to recover from
the non-prevailing Party reasonable attoreys’ fees and other hitigation costs In addition to the
foregomng award of attorneys’ fees and other litigation costs to the prevailing Party, the
prevailing Party in any lawsuit on this Agreement shall be entitled to its attorneys® fees and other
hiigation costs mcurred 1n any post-judgement proceedings to collect or enforce the judgment
This provision 1s separate and several and shall survive the merger of this Agreement mto any
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judgment on this Agreement This provision shall survive Closing or termination of this
Agreement

(n)  Further Acts Each of the Parties shall execute such other and further
documents and do such further acts as may be reasonably required to effectuate the mtent of the
Parties and carry out the terms of this Agreement

(o)  Time for Performance Wherever the time for performance of any
obligation hereunder or if, pursuant to this Agreement, a party must act by a particular time, or
an act 1s effective only if done by a particular time, and the last date for the performance of such
obligation or the doing or effectiveness of such act falls upon a day other than a busmess day, the
time for the performance of such obligation or the doing or effectiveness of such act shall be
extended to the next succeeding business day If the Closing Date shall fall on a business day
that does not immedaately follow a business day, the Closing Date shall be postponed to the next
succeeding business day that immediately follows a business day As used heren, the term
“business day” shall mean any day which 1s not a Saturday, Sunday, national or state hohday, or
day on which the Official Records 1s closed or otherwise not accepting documents for recording
Time 1s expressly made of the essence of this Agreement

(p)  Exclusivity Until the Closing or the date that this Agreement 15
terminated, Transferor shall not enter into any contract, or enter 1nto or continue any
negotiations, to sell or transfer the Property to any person or entity other than Project Venture

(@  Related Party Contract As indicated above, Transferor and L/S Partners
are all of the members of Project Venture L/S Partners, acting alone, shall have the sole rnight on
behalf of Project Venture, to send any appropnate notice of default or termunation, to make any
election, to mstriute legal proceedings and/or to take such other action as may be necessary or
appropriate to enforce the rghts and remedies and protect the interests of Project Venture
pursuant to this Agreement, whether or not L/S Partners 1s then the managing member or
manager of Project Venture Transferor, 1n 1ts capacity as member of Project Venture, has
authonzed, and hereby authorizes, L/S Partuers to take all or any actions described 1n this
subsection (q).

® Jomnt and Several Liabihity In the event that Transferor 1s comprised of
more than one person or entity, the obligations of each and every person or entity comprising
Transferor under this Agreement shall be joint and several

(s)  Exculpation and Waiver Transferor acknowledges that the State of
California Pablic Employees Retirement System (the “System™) 1s a hmited partner 1n a member
of L/S Partners Notwithstanding any other term or provision of this Agreement, System’s
hiabihity under the LLC Agreement 1s solely that of a limited partner in a member of L/S Partners
and no personal or direct habality shall at any time be asserted or enforceable against System, its
Board, any member thereof, or any employee or agent of System on account of or arising out of
any obhgations arismng out of or related to this Agreement and/or the LLC Agreement.
Transferor hereby waives any claim against the members of L/S Partners and the partners of its
members mncluding the System, 1rrespective of the compliance or noncomphance now or in the

47596\1124159v8 11



S

future with any requirements relating to the limitation of hability of members or limited partners
under the LLC Agreement

® Warver of Tnal by Jury EACH OF TRANSFEROR AND PROJECT
VENTURE WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT
OR PROCEEDING IN RESPECT OF OR ARISING OUT OF THIS AGREEMENT OR THE
CONDUCT OF THE RELATIONSHIP BETWEEN TRANSFEROR AND PROJECT
VENTURE BOTH TRANSFEROR AND PROJECT VENTURE HAVE OBTAINED THE
ADVICE OF THEIR RESPECTIVE LEGAL COUNSEL BEFORE SIGNING THIS
AGREEMENT AND ACKNOWLEDGE THAT THEY VOLUNTARILY AGREED TO THIS
WAIVER OF THEIR RIGHT TO A TRIAL BY JURY WITH FULL KNOWLEDGE OF ITS
SIGNIFICANCE AND LEGAL CONSEQUENCE

47596\1124159v8 12
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IN WITNESS WHEREQF, the Parties hereto have set their hands on the day and year
first above written

PROJECT VENTURE SOUTH BANNING PROPERTIES, LLC, a
Delaware lunited hablity company

By Lamng/Sequoia Partners LLC, a
Delaware himited liability company, 1its
Managing Member

By WL Land LLC, a Delaware
imited frability company, 1ts
Managing Member

By~ " \'/6‘

By {

TRANSFEROR 213 BANNING LLC, a California hmited
hability company

By
Name
Title

By
Name
Title.
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IN WITNESS WHEREOF, the Parties hereto have set their hands on the day and year
first above wriften

PROJECT VENTURE SOUTH BANNING PROPERTIES, LLC, a
Delaware limited liablity company

By. Lamg/Sequoia Partners LLC, a
Delaware limited lability company, its
Managing Member

By WL Land LLC, a Delaware
himited liability company, 1ts
Managing Member

By

By

TRANSFEROR 213 BANNING LLC, a California hmited
liabihity company

By Canmeo Homes, o. Califorata corperation

Name:
Title  Manpoer

By ’C‘%‘ _J.
Namg.

Title:
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LEGAL DESCRIPTION
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LEGAL DESCRIPTION
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LEGAL DESCRIPTION

Resj property In the unincorporated arsa of the County of Riverside, State of Californla, described
B3 follows:

TENTATIVE TRACT MAP 33383 BEING A SUBDIVISION OF THE FOLLOWING DESCRIBED
PROPERTY:

PARCELS 1 THROUGH B, INCLUSIVE AND LETTERED LOTS A THROUGH S, INCLUSIVE, OF
PARCEL MAP 26972, RECORDED IN BOOK 204 PAGES 31 AND 32 OF PARCEL MAPS, RECORDS
OF RIVERSIDE COUNTY, CALIFORNIA.

APN: 537-200-031, 537-200-032, 537-200-033, 537- , 537-200-035, 537- e 537-
200-037, 537-200-038

EXHIBIT A—2
st American Title
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EXHIBIT “B”

DEED
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' RECORDING REQUESTEL oY
CHICAGO TITLE COMPANY

AND WHEN RECORDED MAIL TO

(i I

L -

Escrou No

mk SPACE ABOVE THIS UNE FOR RECORDER'S USE
GRANT DEED

THE UNDERSIGNED GRANTOR(S) DECLARE(S)
DOCUMENTARY TRANSFERTAX1S $
(T3] wunincorporated area [ cuyor +

X} computed on the full value of the Interest or property conveyed, or ks
3 computed on the ful value less the value of liens or encumbrances remaimng at time of sale, and
FOR A VALUABLE CONSIDERATION, recelpt of which i1s hereby acknowledged,

hereby GRANT(S) to

the Iollowlng descnbed real property in the

County of » State of Californua
Dated

STATE OF

COUNYY OF } ss

On belore me,

2 Notary Public in and lor said County and State, personally appeared

personally known to me (or proved to me on the basis of safisfactory
evidence) to be the person(s) whose namme(s) is/are subscribed to the
within Instrument and acknowledged to me that he/she/they executed the
same In his/her/thelr authorlzed capacityfies), and that by his/her/thel
signature{s) on the instrument the person(s), or !he enity upon behalf of
which the person{s) acted, exectrted the Instrum

WITNESS my hand and official seal

Signatire of Notary Date My Commisslon Explies FOR NOTARY SEAL OR STAMP
MAIL TAX STATEMENTS TO PARTY SHOWN ON FOLLOWING LINE. ¥ NO PARTY SO SHOWN, MAL AS DIRECTED ABOVE

oo

Tiame Strest Address City, Stata & Zip
GD2 ~05/30/07b%
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EXHIBIT “C”

PRE-APPROVED EXCEPTIONS
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- Order Number: NHRV-1787442 {03)
Page Number: 1

Update 1

TRRUTIED BvcER T6nS

First American Title Company

3625 Fourteenth Street
Riverside, CA 92501
Kim Berry
Cameo Homes
1105 Quail Street
Newport Beach, CA 92660-2705
Phone (949) 555-3832
Fax
Customer Reference TIM 33383
Order Number NHRV-1787442 (03)
Title Officer Melissa Willlams
Phone {951) 787-1700
Fax No. , (866) 207-2029
E-Mail. mmwilliams@firstam com
Buyer*
Property
Banning, CA
PRELIMINARY REPORT

In response te the above referenced application for a policy of title insurance, this company hereby reports that & Is prepanad to Issue, or
case to be Issued, as of the date hereof, a Folicy or Policies of Title Insurance destribing the land and the estate or Interest therein
hereinafter set forth, insuring 2gainst loss which may be sustained by reason of any defedt, Ben or encumbrance not shown or referred to as
an Exception befow or nut exciuded from coverage pursuant to the printed Schedules, Conditions and Stipulations of said Policy forms.

‘The printed Exceptions and Exclusions from the coverage of sald Policy-or Policies are set forth in Exhibit A attached. Coples of the
forms should be read. They are avallable from the office which Issued this report. Py

Please read the exceptions shovm or refervad to below and the exceptions and exclusions set forth In Exhibit A of this
report carefully. The exceptions and exclusions ara meant to provide you with notice of matters which are not coverad
under the terms of the title insurance policy and should ba carefully considered.

Atis Important to note that this preliminary report is not 2 written representation as to the condition of titie and may not
list ajl Hens, defacts, and encumbrances affecting titie to the Jand.

This report {and any supplements ar amendments hereto) Is lssued solely for the purpose of faclitating the 1ssuance of a poliyy of tite

inswrance and ng liabllity Is assumed hereby If It Is desired that Bability be assumed ta the issuance of a policy of Stie insimance,
Birder or Commwtment should be requested pror 2

First American Title
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Dated as of July 07, 2005at 730 A M

The form of Pollcy of title insurance contemplated by this report is

/ﬁ_m. ExT1EnveD cDmm:.x-s Prien 19 75 Foeit 8

AGLE-Proteet o MOy DL Ge-TAaaemTe) if C’D/h/"b)
the land descrlbed ls an lmpraved resldentlal lot or condertirdarittnit on which there is located a
one-to-four family residence, or ALTA-ResidEntial Title Insurance Policy (6-1-87) if the land
described Is an unipprevedTesidential lot or condominium unit, ALTA Loan Polley (10-17-92)

l_l_“._,_'idnf' SER - v eTdEr Wit A oo
A spedific request should be made If another form or additional coverage Is desired

Title to sald estate or interest at the date hereof 15 vested in
213 Banning, LLC, a California Limited Liabllity Company

The estate or interest In the land herelnafter described or referred to covered by this Report i1s
A fee

The Land referred to heremn Is described as follows

(See attached Legal Description)

At the date hereof exceptions to coverage in addition to the printed Exceptions and Excluslons in sald
policy form would be as follows. N

1. General and special taxes and assessments for the fiscal year 2005-2006, a llen not yet due or

payable,

(P WoGavamment.Coda 66493 of the State of Calfornia.tha SuhdussionbMan-Amlererttiires
thatdur!ngtheperlodfmm]anuaryl OLg s property taxes are an
assessed flen not yet due and payabiertha a!axbondbeﬁledwlh‘xd\ederkofmeboardof

so Lo-setlre payment of sald taxes. M:axbondestimateshouldberequstedﬁnmﬂus

A-i~nl Vo Weeia g0 LR 183 (11 ot e SCRSNHNEN SO rPCDtiasia Oie

2 The lien of supplemental taxes, if any, assessed pursuant to Chapter 3 5 comrgencing with .
% to avenir oceurru? o

Secﬂogrzs of the %‘iﬁa:ﬁaﬂ_enuz:%nd t!oe, dy

3 P e ) [ U T.[t-gv o 07 L7 LV hat eyt eniniaouiympul Buires
matanrealpmpertybxesdue B pald In ilprbrtoprocesslngsaldmap
through governix Plea oontactthlsomceforspedﬂcass&esmspamelnumbers

First American Title
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Order Number* NHRV-1787442 (03)
Page Number: 3

gy 844 =T O a2 - % DI AEE T LI es

thturing the perod fro Jnuary 1 thugh Dctnbert-whettT 5 pperty taxes are an

assessed llen not yet due and pgyable-tiat a tax boad be filed with the derk of the board of

supervisors to secyrepaymiEnt of said taxes. A tax bond estimate should be requested from this
BRan )

office ablesst DM ORI rorbrtrergdts eduied tof recordatiomotte-H

4 An easement for plpelines and Inddental purposes, recorded August 9, 1933 as book 131, page
516 of Officlal Records.
In Favor of* The Metropolitan Water District of Southern California
Affects As shown on sald parcel map

—

A document recorded December 7, 1939 as book 437, page 483 of Official Records
provides that the interest of the easement holder was transferred to Nevada California
Electnic Corporation,

5. An easement for pipelines and Incidental purposes, recorded October 11, 1933 as book 141, page
596 of Officlal Records
In Favor of The Metropolitan Water District of Southern Californla
Affects A portion of the land

A document recorded December 7, 1939 as book 437, page 483 of Official Records
provides that the interest of the easement holder was transferred to Nevada California
Electric Corporation

6 The effect of a Decdlaration of Dedication as shown by the owners certificats on sald map,

purporting to Irrevocably dedicate in perpetulty for public road purposes, public utility and pubfic
sepvices, the property described therein

7 An easement for plpelines and Incdental purposes, recorded February 18, 1971 as instrument no.
15792 of Offlcial Records,

In Favor of Southern California Gas Company and Southern California Gas
Company of California
Affects* The land

8 An easement for public utilities and Incidental purposes, recorded December 20, 1973 as
instrument no 164092 of Official Records.

In Favor of: American Telephone and Telegraph Company

9 The effiect of a Resolution, approving the establishment of the San Gorgonio Pass Memorial
Hospital District, by document recorded May 23, 1995 as Instrument no. 165576 of Official
Records of Riverside County, California. Assessments, if any, at this time, are collected through
the real property taxes.

10 An easement for maintenance of pipelines and utility line for the transportation of water and
incidental purposes, recorded January 15, 1998 as instrument no 98-15510 of Officlal Records.
In Favor of* the City of Banning

Arst American Title
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The location of the easement cannot be determined from record Information.

An easement shown or dedicated on the Map as referred to In the legal description
For: Private water fine and Inddental purposes

(Affects Parcel A)

Abutter's rights of ingress and egress to or from Bobcat Road have been dedicated or
relinquished on the flled Map.

{Affects Parcel A)

The effect of an environmental constralnt note affecting sald map on file in the office of the
Ruwverside County Surveyor, In E C.S book 33 page(s) 75
——

{Affects Parcel A)

The effect of a recital on said map stipulating that the areas designated as drainage easement
must be kept free of all dwelling units, obstructions and encroachments by land fill

(Affects Parcel A)

HoWa'ain BYOT O LameU OIS, 1N, ds Tortamed . rOoCUn e

ecorded November 12, 2003 as Instrument No. 03-893360 of Official Recorc

A deed of trust to secure an onginal Indebtedness of $6,240,000 0Q.»Corded Apri 13,
2004 as Instrument No 04-266996. of Official Records

Dated. April 7, 2004

Trustor 213 Banning, LLC,2"California Limited Liabiiity Company
Trustee, First American-Titie Company:

Beneficlary* MW Hoyeifig Partners II1, L.P., a California Limited Partnesship
Affects’ e Jand and other property.

This report Is prepgrdtory to the issuance of a subdivision guarantee and is intended solely for
the use of thoga/Barties directly involved in the preparation and checking of said map.

Note: Pfior to issuing a subdivision guarantee, we require that a copy of the final map he
ppetfided to our office for review at least one month prior to scheduled approval by the governing

")

First American Title
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LEGAL DESCRIPTION

Real property in the unincorporated area of the County of Riverside, State of California, described
as follows:

TENTATIVE TRACT MAP 33383 BEING A SUBDIVISION OF THE FOLLOWING DESCRIBED
PROPERTY:

PARCELS 1 THROUGH 8, INCLUSIVE AND LETTERED LOTS A THROUGH S, INCLUSIVE, OF
PARCEL MAP 28972, RECORDED IN BOOK 204 PAGES 31 AND 32 OF PARCEL MAPS, RECORDS
OF RIVERSIDE COUNTY, CALIFORNIA

APN* 537-200-031, 537-200-032, 537-200-033, 537-200-034, 537-200-035, 537-200-036, 537-
200-037, 537-200-038

First American Title
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Update 1

First American Title Company

3625 Fourteenth Street
Riverside, CA 92501
Kim Benry
Cameo Homes
1105 Qualt Street
Newport Beach, CA 92660-2705
Phone (949) 955-3832
Fax il i
Customer Reference* TIM 33384
Order Number NHRV-1787446 (07)
Title Officer Mehssa Willlams
Phone (951) 787-1700
Fax No. {866) 566-3977
E-Mail mmwilllams@firstam com
Buyer
Praperty
Banning, CA

PRELIMINARY REPORT |

A\

Inresponse to the above referenced application for a policy of title Insurance, this company hereby reports that It Is prepared to Issue, or
cause to be fssued, as of the date hereof, a Policy or Policies of Title Insurance describing the fand and the estate or Interest therein
herelnafter set forth, Insuring agalnst loss which may be sustained by reason of any defect, ken or encumbrance not shown or referred to as
an Bxcepbon below or not exciuded from coverage pursuant to the printed Schedules, Conditions and Stipulations of sald Policy forms

The printed Exceptions and Bdudmﬁmﬂnmvaageusﬂdmkvqmﬁdesmmmmhp&ﬂbkhmmdﬂmw
forms should be read, They are avaliable from the office which Issued this report. "o

Please read the exceptions shown or referred to below and the exc;pg_ions and exduslon; set forth in Exhibit A of this

report carefully, The exceptions and exciusions are meant to provide you with notice of matters which ars not covered
under the tenns of the title Insurance policy and should ba carefully considered,

Itls important to note that mlspre!lmmwreportlsnonmgm representation as to the condition of titte and may not
Hist all Yiens, defects, and encumbrances affecting titla to the fand.

This report (and any supplements or amendments hereto) Is Issued solely for the purpose of faciiitating the Issuance of a policy of title

Insurance and no Nabillly ts assumed hereby If it Is desired that Babiftty be assumed to the lssuance of a of title insurance,
Binder or Commitment should be requested pror polly :

First Amencan Title
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Dated as of July 7, 2005 at 7.30 AM

The form of Policy of title insurance contemplated by this report Is:

4Lf4‘ ExgipEd Cwwars  Foum-B
EAGLE Protection Owner's Policy (6/98) (CLTA/ALTA H ner's Policy of Title Insurance) if 370
ndominlum unit on which there Is located a
Gentiol Tie Insurance Polcy (6-1-87) i the fand . {19/)7)70)
ential lot or condominium unit, ALTA Loan Policy (10-17-92)
- Form 1 Coverage with EAGLE Protection Added

A spedific request should be made if another form or additional coverage Is deslred

Title to sald estate or interest at the date hereof Is vested In

213 Banning, LLC, a Californla Limited Liabllity Company

The estate or interest in the land hereinafter described or referred to covered by this Report Is

Afee

The Land referred to herein Is described as follows

{See attached Legal Description)

At the date hereof exceptions to coverage in addition to the printed Exceptions and Exclusions in sald
policy form would be as follows:

2.

General and spedial taxes and assessments for the fiscal-year 2005-2006, a lien not yet due or
payable

R L T

..»ection 75 of the Callfornia Revenue and Taxahan Code. N

First Installment: $1,785 56, O
Penalty.

Second Instaliment-
Penalty.
Tax

)

N O e I L R a0

(P e ovenent Code ,
that dummr the penod-frone L HSMtDe yopedy taxes-arean

ass&ssedluennotyetdue nlpa 2 -
eat-of sdid taxes Ataxbondtshmateshouldbemquestedfmmmls

Ol sl T IO T IIOTUIE date stncuueaiy

S

A il 120

First Amerscan Title
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The ilen of supplemental taxes, If any, assessed pursuant to Chapter 3 5 commencing with

Sechion 75 of the Canrnlmenw % ?2»“""' o envaddy ocwmw?o O

e UVETHIC et LUUCR eI T e BT L L S =TS T LI TS
thatalreal property taxes due and payable-mustBe pald In full prior to procegsiaes®id map

through govemment agencreS™ Please contact this office for specific assoe#®] parcel numbers
an

(Pursuant Yo Government Code 56493 of the=STate of Californla the Subdivision Map Act requires
that during theperiodfrom Janyse?*T through October 1 when-reatproperty taxes are an
assessed hen not =y payable that-a-tmxtiond be filed with the clerk of the board of
supervisors teshed of sald tax&s Ahx bond estimate should be requested from this

Nfticaer=1ha ot bl c- 1Tl ralh&a

eiuiv/Tun e otvry

An easement shown or dedicated on the map filed or recorded April 16, 1930 as Book 18, Page 3
of Maps

Road and incldental purposes

An easement for pipelines and inaidental purposes, recorded October 11, 1933 as book 141, page
596 of Official Records

In Favor of; The Metropolitan Water District of Southern California
Affects A portion of the land

An easement for pipelines and Incidental purposes, recorded February 18, 1971 as instrument no
15792 of Official Records

Int Favor of Southern Californla Gas Company and Southern California Gas
Campany of California
Affects The land

An offer of dedication for Public Road Including public utihty and public services and incidental
purposes, recorded January 29, 1973 as Instrument No, 73-12208 of Offical Records
To.

An easement for public utllities and Incidental purposes, recorded December 20, 1973 as
instrument no. 164092 of Officlal Records

In Favor of: American Telephone and Telegraph Company

-

The effect of a Resolution, approving the establishment of the San Gorgonilo Pass Memorial
Hospltal Dlstrict, by document recorded May 23, 1995 as instrument no. 165576 of Official
Records of Riverside County, Californla Assessments, if any, at this time, are collected through
the real property taxes.

An easement for maintenance of pipelines and utility line for the transportation of water and
inadental purposes, recorded January 15, 1998 as Instrument no 98-15510 of Official Records
In Favor of the City of Banning

first American Title
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The location of the easement cannot be determined from record information.

12 An easement for roadway, utilities, Ingress, egress and nadental purposes, recorded January 30,

2003 as Instrument no 03-71879 of Official Records

In Favor of City of Banning
Affects Sald Land

A deed of trust to secure an original indebtedness of 46,24
2004 as Instrument No 04-266996 of Official Record

Bahining, LLC, a Californfa Limited Liability Company
First American Title Company

MW Housling Partners 111, L. P, a California Limited Partnership

ope

parties directly

[s

involved in the

Note Prlorto issuing a uarantee, we require that a copy of the final map be
provided or review at least one month prior to scheduled approval by the governing

PO »
the use of those

First Amencan Title

Page

1
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INFORMATIONAL NOTES

1 General and speaal taxes and assessments for the fiscal year 2004-2005

First Instaliment $2,388.94, Paid
Penalty $238,89

Second Installment $2,388 94, Payable
Penalty. $258 89

Tax Rate Area 001-000

AP No 537-190-006-7

The map attached, if any, may or may not be a survey of the land deplcted hereon First American
expressly disclalms any hiability for loss or damage which may result from refiance on this map except to
the extent coverage for such loss or damage is expressly provided by the terms and provisions of the title
Insurance policy, if any, to which this map Is attached

First Armerican Title
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WIRE INSTRUCTIONS
for

First American Title Company, Sub-Escrow Depasits
Riverside County, Californla

First American Trust Company
Santa Ana Branch
421 North Main Street
Santa Ana, Californla 92701

ABA 122241255
Credit to First American Title Company Speclal Trust Account

Account No. 18012
Reference Title Order Number NHRV-1787446, and Titla Officer Melissa Wiillams

Please wire the day before recording. Also, notify the Title Officer of your intent to wire,

Flrst American Tiie
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LEGAL DESCRIPTION

Real propesty In the unincorporated area of the County of Riverside, State of Californla, described
as follows:

TENTATIVE TRACT MAP 33384 BEING A SUBDIVISION OF THE FOLLOWING DESCRIBED
PROPERTY"

LOT 9 OF ALMCOT TRACT, AS SHOWN BY MAP ON FILE IN BOOK 18 PAGE 3 OF MAPS,
RECORDS OF RIVERSIDE COUNTY, CALIFORNIA

APN 537-190-006

Frst American Title
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EXHIBIT “D”
BILL OF SALE AND ASSIGNMENT OF INTANGIBLE PROPERTY

THIS BILL OF SALE AND ASSIGNMENT OF INTANGIBLE PROPERTY
(“Assignment”), 1s made as of the day of S , by and between
, 8 (“Assignor™), and
! (“Assignee”)

T S i e e WA wmee

WHEREAS, Assignor and Assignee have entered mto that certain Contribution
Agreement, dated July __, 2005 (“Agreement”), for the purchase and sale of the “Property” (as
defined m the Agreement)

WHEREAS, this Assignment 1s being made pursuant to the terms of the
Agreement for the purpose of conveying and assigming fo Assignee all of Assignor’s nights, title
and nterest in any “Tangible Personal Property” and “Intangible Property” (each as defined
1n the Agreement)

NOW, THEREFORE, for good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows

1. Conveyance and Assignment Assignor hereby grants, assigns, transfers and
conveys to Assignee all of Assignor’s night, title and interest in the Tangible Personal Property
and the Intangible Property

2 Goverming Law. This Assignment shall be governed by, mterpreted under, and
construed and enforceable 1n accordance with, the laws of the State of Califorma

47596\1124159v3 D-1
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IN WITNESS WHEREOF, the parties hereto have executed this instrument as of
the date first written above

ASSIGNOR:

213 BANNING LLC, a California limited hability
company

By Conmee Home.,s‘,ﬁ a. Califernia, carponém
- Name:
Titler _ Manager

By_é:ig N,
Name

Title

47596\1124159v8 D2
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GUARANTY

THIS GUARANTY (“Guaranty”) 1s executed as of July 15, 2005, by CAMEO HOMES,
a California corporation (“Guarantor™), for the benefit of LAING/SEQUOIA PARTNERS
LLC, a Delaware hmited hability company (“L/S Partuners™), and SOUTH BANNING
PROPERTIES LLC, a Delaware limited liability company (“Company”), with reference to the
following facts

A Concurrently herewith, L/S Partners 1s becoming a member of the Company
pursuant to that certamn Limited Liabihity Company Agreement of South Banning Properties
LLC, a Delaware limited hiability company, of even date herewith (the “LLC Agreement™)
Unless otherwise defined herein, all capitalized terms used m this Guaranty shall have the same
meanings as set forth in the LLC Agreement

B L/S Partners and the Company require as a condition to the formation of the
Company that the undersigned guaranty (a) the full and timely performance of any and all of the
obligations of 213 Banning LLC, a Califorma hmited hability company (“213 Bannmg™), as the
member of the Company, and (b) the full and tumely performance of any and all of the
oblhigations of 213 Banning as transferor under that certain Contnibution Agreement (the
“Contribution Agreement”) of even date herewith, by and between 213 Banning and the
Company

C It 1s for the benefit of all of the undersigned that L/S Partners and 213 Banmng
form the Company because such formation will increase the availability of capital and financial
stability for the undersigned

NOW, THEREFORE, 1n consideration of L/S Partners’ admisston to the Company and
the resulting availability of capital and financial stability to the undersigned and for other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the
parties hereto agree as follows

1 Guarantor hereby (a) unconditionally guaranties to L/S Partners and their
successors and assigns, without deduction by reason of setoff, defense or counterclaim, the full
and punctual payment, and the performance and observance by 213 Banning of all the sums,
terms, covenants, conditions, representations, warranties and indemnities in the LLC Agreement
and the Contribution Agreement to be paid, kept, performed or observed by 213 Banning,

(b) unconditionally agrees to assume and perform all of 213 Banning’s duties and obligations
under the LLC Agreement and the Contribution Agreement, and (c) agrees that the provisions of
the LLC Agreement and the Contribution Agreement making reference to obligations or
requirements of Guarantor are hereby mcorporated heren by reference and constitute obligations
of Guarantor hereunder Guarantor acknowledges that 1t has been provided a copy of the LL.C
Agreement and the Contribution Agreement and has read and understands same Without m any
way limting the generality of the foregoing, (1) Guarantor acknowledges that 1t has reviewed the
representations and warranties contamed in the LLC Agreement and the Contribution Agreement
relating to 213 Banning and Guarantor and hereby confirms the accuracy thereof and its
understanding that, among other things, 1t 1s obligated to notify L/S Partners and the Company of

47596\1124816v4 1



8 Filed 10/21/09 Desc Exhibit 3 Page 3

Case 8 08-bk-13151-RK Claim 4-2 Pa 8

any change in such representations and warranties, (11) as obligations separate and independent
from any obligation of 213 Banning, Guarantor unconditionally agreesto fund all monetary
obligations of 213 Banning and to make any and all capital contributions required to be made by
213 Banmng or for which 213 Banning has agreed to cause the Guarantor to make pursuant to
the terms and conditions of the LLC Agreement and the Contribution Agreement, (1) Guarantor
hereby agrees to protect, mndemmfy, defend and hold harmless the Company and L/S Partners on
the same terms and conditions as applied to 213 Banmng in the LLC Agreement and the
Contribution Agreement, and (1v) Guarantor acknowledges the default provisions set forth 1n the
LLC Agreement and the Contribution Agreement, and Guarantor agrees not to permit 213
Banning to commut a default under the LLC Agreement or the Contribution Agreement and
further acknowledges that any default by Guarantor or any other Affiliate of 213 Banmng or
Guarantor under any agreement with the Company or relating to the Project shall constitute a
default by 213 Banning under the LLC Agreement and a default hereunder by Guarantor

2 If 213 Banning shall at any time default in the performance or observance of any
of the terms, covenants, conditions, representations, warranties, or indemnities of the LLC
Agreement or the Contribution Agreement to be kept, performed or observed by 213 Banning,
Guarantor, upon notice from L/S Partners or the Company (but the delay or failure to notify
Guarantor of such default shall not serve to relieve Guarantor of any of its obligations
hereunder), will keep, perform and observe same, as the case may be, m the place and stead of
213 Banning Guarantor has the night to cure any default of 213 Banning, provided such cure 1s
performed 1n accordance with the terms and within the time pertods set forth m the LLC
Agreement or the Contribution Agreement, as apphcable

3 Any act of L/S Partners, the Company, or of their successors or assigiis,
consisting of a warver of any of the terms or conditions of the LLC Agreement or the
Contribution Agreement, or the giving of any consent on any matter or thing relating to the LL.C
Agreement or the Contribution Agreement, or the granting of any mdulgences or extensions of
tume to 213 Banning, may be done without notice to Guarantor and without releasing Guarantor
from any of 1ts obligations hereunder

4 The obligations of Guarantor hereunder shall not be released by any modification
of the LLC Agreement or the Contribution Agreement, regardless of whether Guarantor consents
thereto or recerves notice thereof, but such modification shall not serve to extend or increase the
obligations or liability of Guarantor hereunder unless Guarantor has expressly consented to such
LLC Agreement and Contribution Agreement medification or to the provisions of such
modification which would give nise to the increased obligation or liability

5 The liabihty of Guarantor hereunder shall in no way be affected by (a) the release
or discharge of 213 Banning m any creditor’s receivership, bankruptcy or other proceeding,
(b) the impairment, limitation or modification of the hability of 213 Banning or the estate of 213
Banning m bankruptcy, or of any remedy for the enforcement of 213 Banmng’s liability under
the LLC Agreement or the Contribution Agreement resulting from the operation of any present
or future provision of any federal or state bankruptcy or 1nsolvency law or other statute or from
the decision of any court, (¢) the rejection or disaffirmance of the LLC Agreement or the
Contnbution Agreement 1n any such proceedings; (d) the assignment or transfer of the LLC
Agreement or the Contribution Agreement by 213 Banning or of all or any portion of 1ts mterests

47596\1124816v4 2
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thereunder, () any disability or other defense of 213 Banning, (f) the cessation from any cause
whatsoever of the habulity of 213 Bannng, or (g) the exercise by L/S Partners or the Company of
any of their respective rights or remedies reserved under the LLC Agreement, the Contribution
Agreement or by law

6 Guarantor further agrees that 1t may be jomned 1 any action aganst 213 Banning
in connection with the obligations of 213 Banning and recovery may be had against Guarantor in
any such action L/S Partners and/or the Company may enforce the obligations of Guarantor
hereunder without first taking any action whatsoever against 213 Banning or 1ts successors and
assigns, or pursue any other remedy or apply any security L/S Partners and/or the Company may
hold Guarantor hereby waives 1ts rights of subrogation, reimbursement, indemnification, and
contribution and any other nghts and defenses that are or may become available to Guarantor by
reason of Califorma Civil Code Sections 2787 to 2855, inclusive Guarantor warves all rights
and defenses that Guarantor may have because 213 Banming’s obhigations may be secured by real
property This means, among other things (a) L/S Partners and the Company may collect from
Guarantor without first foreclosing on any real or personal property collateral pledged by 213
Banning, (b) if L/S Partners and/or the Company forecloses on any real property collateral
pledged by 213 Banning (1) the amount of the debt or obligation may be reduced only by the
price for which that collateral 1s sold at the foreclosure sale, even if the collateral 1s worth more
than the sale price, and (11) L/S Partners and the Company may collect from Guarantor even 1f
L/S Partners and the Company, by foreclosing on the real property collateral, has destroyed any
right Guarantor may have to collect from 213 Banning. This 1s an unconditional and rrevocable
watver of any rights and defenses Guarantor may have because 213 Banmng’s obligations may
be secured by real property These nghis and defenses mclude, but are not Iimited to, any rights
or defenses based upon Section 580(a), 580(b), 580(d) or 726 of the Code of Civil Procedure
Guarantor waives all nghts and defenses arising out of an election of remedies by L/S Partners
and/or the Company, even though that election of remedies, such as a nonjudicial foreclosure
with respect to security for a guaranteed obligation, has destroyed Guarantor’s rights of
subrogation and reimbursement against the principal by the operation of Section 580d of the
Code of Civil Procedure or otherwise

7 Guarantor hereby waives presentment, demand, protest demand, notice of protest,
demand and of dishonor and non-payment of this Guaranty, and all other demands and notices in
connection with the dehivery, acceptance, performance, default, or enforcement of this Guaranty

8 Until all the covenants and conditions n the LLC Agreement and the Contribution
Agreement on 213 Banning’s part to be performed and observed are fully performed and
observed, (a) Guarantor shall have no right to enforce or receive any payment by way of
subrogation aganst 213 Banning by reason of any payments or acts of performance by Guarantor
hereunder, and (b) any hability or indebtedness of 213 Banning now or hereafter held by
Guarantor shall be subordinate to the obhigations of 213 Banning to L/S Partners and the
Company under the LLC Agreement and the Contribution Agreement.

9 This Guaranty shall apply to the LLC Agreement and the Contribution
Agreement, and to any extension, renewal, modification or amendment thereof

47596\1124816v4 3
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10  Inthe event of any litigation between Guarantor, L/S Partners and/or the
Company with respect to the subject matter hereof, the unsuccessful party to such hitigation
agrees to pay to the successful party all fees, costs and expenses thereof, including actual
attorneys’ fees and expenses

11 No delay on the part of L/S Partners and/or the Company 1n exercising any right
hereunder or under the LLC Agreement or the Contribution Agreement shall operate as a waiver
of such nght-or of any other right of L/S Partners and/or the Company under the LLC
Agreement, the Contribution Agreement or hereunder, nor shall any delay, omission or waiver
on any one occasion be deemed a bar to or a waiver of the same or any other right on any future
occasion

12 This mstrument constitutes the entire agreement between L/S Partners, the
Company and Guarantor with respect to the subject matter hereof, superseding all prior oral or
written agreements or understandings with respect thereto and may not be changed, modified,
discharged or terminated orally or in any manner other than by an agreement in writing signed by
Guarantor, L/S Partners and the Company

13 This Guaranty shall be governed by and construed m accordance with the laws of
the State of Califormia The parties further agree that venue shall be proper i the Superior Court
or federal district court for Orange County, California, 1n the event of any htigation between the
parties with respect to this Guaranty In connection thereto, Guarantor hereby warves any claim
of proper venue 1n any other jurisdiction and any objection to venue as described herein, and
personally and unconditionally submat to the junisdiction of the Superior Court or federal district
court for Orange County, California

14 All notices or other communications required or permitted hereunder shall be 1n
writing, and shall be personally delivered or sent by registered or certified mail, postage prepaid,
return receipt requested, telegraphed, delivered or sent by telex, telecopy or cable and shall be
deemed received upon the earher of (a) 1f personally delivered, the date of delivery to the address
of the person to receive such notice, (b) if mailed, four (4) business days after the date of posting
by the Umted States Post Office, (c) if given by telegraph or cable, when delivered to the
telegraph company with charges prepaid, or (d) i1f grven by telex or telecopy, when sent. Any
notice, request, demand, direction or other commumcation sent by cable, telex, or telecopy must
be confirmed within forty eight (48) hours by letter mailed or delivered 1n accordance with the
foregomg The addresses for notices are as follows

“L/S Partners” and “Company”  c/o IHP Capital Partners
19800 MacArthur Boulevard, Suite 700
Irvine, Califorma 92612
Attention Douglas C Neff
Telephone (949) 655-7003
Facsimile (949) 851-8284

47596\1124816v4 4
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With a copy to

With a copy to

“Guarantor”

With a copy to

of 7

THP Capital Partners

19800 MacArthur Boulevard, Suite 700
Irvine, Cahfornia 92612

Attention® General Counsel

Telephone (949) 655-7009

Facsimile (949) 655-9038

Cox, Castle & Nicholson LLP

2049 Century Park East, Suite 2800
Los Angeles, CA 90067

Attention Mathew A Wyman, Esq
Telephone (310) 284-2266
Facsimile (310) 277-7889

Cameo Homes

1105 Quail Street

Newport Beach, California 92658
Attention- Vic Mahony
Telephone (949) 955-3832
Facsmmile (949) 250-8574

Page 6

Palmien, Tyler, Wiener, Wilhelm & Waldron LLP

East Tower, Sute 1300

2603 Man Street

Irvine, California 92614
Attention Robert C Ihrke, Esq
Telephone. (949) 851-7265
Facsimile (949) 851-1554

15 L/S Partners and the Company may assign this Guaranty without 1n any way

affecting Guarantor’s hability hereunder. The terms and provisions contained within this

Guaranty shall wnure to the benefit of L/S Partners, the Company and their respective successors
and assigns, and shall bind Guarantor and 1ts heurs, executors, administrators, successors and

assigns
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IN WITNESS WHEREOF, Guarantor has executed this Guaranty as of the date first
above written

CAMEQ HOMES, a Cahfornia corporation

v @bl e

Title

By
Name
Title

47596\1124816v4 6
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PROOF OF SERVICE AND CERTIFICATION

| am employed in the County of Los Angeles, State of California | am over the age of 18 and not a party to

the within action, my business address i1s 2049 Century Park East, 28" Floor, Los Angeles, California 90067-
3284

(FOR MESSENGER) My business address 1s Nationwide Legal, 316 West 2™ Street, Suite 705, Los Angeles,
CA 90012

On September 22, 2008, | served the foregomng document(s) described as PROOF OF CLAIM on ALL
INTERESTED PARTIES n this action by placing U the original B a frue copy thereof enclosed in a sealed
envelope addressed as follows

PLEASE SEE ATTACHED SERVICE LIST

On the above date

(BY B U S MAIL/BY OO EXPRESS MAIL) The sealed envelope with postage thereon fully prepaid was placed
for collection and mailing following ordinary business practices | am aware that on motion of the party served,
service I1s presumed vald if the postage cancellation date or postage meter date on the envelope 15 more
than one day after the date of deposit for mailing set forth in this declaration 1 am readily famiiar with Cox,
Castle & Nicholson LLP's practice for colfection and processing of documents for mailing with the United
States Postal Service and that the documents are deposited with the United States Postal Service the same
day as the day of collection 1n the ordinary course of business

(BY FEDERAL EXPRESS OR OTHER OVERNIGHT SERVICE) | deposited the sealed envelope n a box or
other facility regularly maintained by the express service carner or delivered the sealed envelope to an
authonzed carnier or driver authorized by the express carrier fo receive documents

(BY FACSIMILE TRANSMISSION) On September , 2008, at am/p m atlLos Angeles,
Califormia, | served the above-referenced document on the above-stated addressee by facsimile fransmission
pursuant to Rule 2 306 of the Califormia Rules of Court The telephone number of the sending facsimile
machinewas (___)___- , and the telephone number of the receiving facsimile numberwas (___ ) __ -

A transmission report was properly 1ssued by the sending facsimile machine, and the transmission was
reported as complete and without error  Copies of the facsimile fransmission cover sheet and the
transmission report are attached to this proof of service

(BY E-MAIL OR ELECTRONIC TRANSMISSION) - On , at am/pm atLos Angeles,
California, | served the above-referenced document by electronic mail to the e-mail address of the
addressee(s) pursuant to Rule 2 260 of the California Rules of Court  The transmission was complete and
without error and | did not receive, within a reasonable time after the transmission, any electronic message or
other indication that the transmission was unsuccessful

(BY PERSONAL DELIVERY) By causing a true copy of the within documeni(s) to be personally hand-
delivered to the office(s) of the addressee(s) set forth above, on the date set forth above

(BY PERSONAL SERVICE) | delivered such envelope by hand to the offices of the addressee

(FEDERAL ONLY) | declare that | am employed in the office of a member of the bar of this court at whose
direction the service was made

| hereby certify that the above document was printed on recycled paper
| declare under penalty of perjury that the foregoing Is trug”and correct
Executed on September 22, 2008, at Los Angeles, C

e

(g Y Angela Whang ﬂ

47596\1364073v1
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SERVICE LIST

Attorneys for Debtor James C_Gianulias
Willlam N Lobel, Esq Hall & Foreman, Inc
Alan J Friedman, Esq Attention Lou Ann Frederick
Kerrt A Lyman, Esq 420 Exchange, Ste 100
Issa K Moe, Esq Irvine, CA 92602-1301
ireft & Manella LLP
840 Newport Center Dr, Ste 400 Housing Capital Company
Newport Beach, CA 92660-6324 Williams Weils and David Prowse
Telephone (949) 760-0991 3100 Bristol St , Ste 500
Facsimile (949) 760-5200 Costa Mesa, CA 92626-3051
Attorneys for Debtor Cameo Homes, Inc Attorneys for Wachovia Bank NA
Paui J Couchot, Esq Marsha A Houston, Esq
Winthrop Couchot, PC *Reed Smith LLP
660 Newport Center, 4™ FI 355 S Grand Ave , Ste 2900
Newport Beach, CA 92660-5946 Los Angeles, CA 90071
Telephone (949) 720-4100
Facsimile (949) 720-4111 Requests for Special Notice
E-mall pcouchot@winthropcouchot com Weiland, Golden, Smiley, Wang Ekvall & Strok,

LLP
Office of the U S Trustee Attention Lei Lel Wang Ekvall, Esq
411W 47 St, Ste 9041 650 Town Center Dr, Ste 950
Santa Ana, CA 92701-8000 Costa Mesa, CA 92626
Counsel for the US Trustee Michael W Immell and Charlene H Immell, as
Frank M Cadigan, Jr, Esq trustees of the M and C immell Revocable Trust
Office of the U S Trustee dated March 30, 1992
411 W 4™ St, Ste 9041 % Michael W Immeli
Santa Ana, CA 92701-8000 811 Anton Bivd , 14" FI

Costa Mesa, CA 92626
Debtor
Cameo Homes, a California corporation Philip B Hamilton and Janet L Hamilton, as co-
1105 Quall St trustees of the Hamulton Family Trust u/d/t dated
Newport Beach, CA 92660-2705 07/11/90

% Phillip D Hamuiton
Attorneys for Creditors’ Committee 760 W 16" St, Ste C
Lance N Jurich, Esq Costa Mesa, CA 92627
Derrick M Talerico, Esq
Loeb & Loeb LLP MW Housing Partners I}, L P
10100 Santa Monica Bivd , Ste 2200 Attention  Julie MacHale
Los Angeles, CA 90067 Weyerhaeuser Realty Investors
Attorneys for Housing Capital Company 8105 Irvine Center Dr, Ste 420

Irvine, CA 92618
Creditors’ Committee
California National Bank Attorneys for Manlyn Robbins Gianulias
Attention Jyotsna Desal Penelope Parmes, Esq
221 S Figueroa St, Ste 310 Rutan & Tucker LLP
Los Angeles, CA 90012-2524 611 Anton Blvd , Ste 1400

Costa Mesa, CA 92626-1931
Dawvid Evans & Associates, Inc

Attention Enn F Aushn
320 S W Upper Terrace Dr, Ste 200
Bend, OR 97702-1384
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JUD-10
ATTORNEY OR PARTY WITHOUT ATTORNEY (Name state bar aumber and address) =" = &1 H FOR COURT USE ONLY .
Perry D Mocciaro (SBN 66892)
—Alicia N Vaz (SBN 215081)
COX, CASTLE & NICHOLSON LLP
2049 Century Park East, Suite 2800
LOS ANGELES, CA 90067 SUPERIOR COURT OF CALIFBRIth,
TELEPHONENO  310-277-4222 FAXNO (Optionay) 310-277~7889 ngE{,’QWWOEfR%NGE
E MAIL ADDRESS (Opfional) pmoccilaro@coxcastle com, avaz@coxcastle com ~ CENTER
ATTORNEY FOR (Name) Plaintiffs LATING/SEQUOIA and SO BANNING PROPERTIES Jé Q{ 1 2 72008
SUPERIOR COURT OF CALIFORNIA, COUNTY OF Orange 1}
STREETADDRESS 700 Cavic Center Drive West ALAN CARLSON Clerk of the Coaifl
MALINGADDRESS 700 Civic Center Drive West AR hprua Q2
CYANDZIPCODE Santa Ana, CA 92701 B‘ig;(m w?EM

BRANCHNAME (Central Justice Center
PLAINTIFF  LAING/SEQUOIA PARTNERS ILLC and SOUTH

BANNING PROPERTIES LLC
DEFENDANT 213 BANNING LLC

JUDGMENT CASE NUMBER.
(] By Clerk By Default [ After Court Trial 30-2008-00110497
(XJ Bycourt [ ] Onstipulation [ Defendant Did Not
Appear at Tnial
JUDGMENT

1 BY DEFAULT
Defendant was properiy served with a copy of the summeons and complaint
Defendant failed to answer the complaint or appear and defend the action within the time allowed by law
Defendant's default was entered by the clerk upon plaintiff's apphication
[ Clerk’s Judgment (Code Civ Proc , § 585(=)) Defendant was sued only on a contract or judgment of a court of
this state for the recovery of money
e [x]Court Judgment (Code Civ Proc, § 585(b)) The court considered
n ] plaintiff's testimony and other evidence
2) plaintiffs written declaration (Code Civ Proc, § 585(d))

o0 TN

2 [] ONSTIPULATION
a Plaintifi and defendant agreed (stipulated) that a judgment be entered in this case The court approved the stipulated
judgment and
b [_] the signed wntten stipulation was filed in the case

¢ [_] the stipulation was stated n open court [ ] the stipulation was stated on the record

3 ] AFTERCOURT TRIAL The Jury was waived The court considered the evidence
a The case was tned on (date and time)
before (name of judicial officer)
b Appearances by

(3 Plamt (name each) [ Plantffs attorney (name each)
M M
@ 2
{1 Continued on Attachment 3b
[__1 Defendant {name each) ] Defendant's attorney (name each)
(n €}
2) 2

{1 Continued on Attachment 3b

¢ [ ] Defendant did not appear at tnal Defendant was properly served with notice of trial

d [ ] A statement of decision (Code Civ Proc §632) [ was not [ Iwas  requested

Form Approved for Optional Use
R afogtaﬁfom,a JUDGMENT Codo of Civil Procedure §§ 585 6646
JUD-100 [New Jarmary 1 2002) ) S
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™ PROPERTIES LLC

DEFENDANT 213 BANNING LLC

PLAINTIFF LATNG/SEQUOIA PARTNERS LLC and SOUTH BANNING CASE NUMBER

30-2008-00110497

JUDGMENT IS ENTERED AS FOLLOWS BY THE COURT (] THE CLERK

4 [__] stipulated Judgment. Judgment is entered according fo the stipulation of the parties

& Parties Judgmentis

a [X] for plaintiff (name each) Laing/Sequoia ¢ [ Jfor cross-complainant (name each)
Partners LLC and South Banning
Properties, LLC

and aganst defendant (names) 213 Banning and agamst cross-defendant (name each)
LLC
{T1 continued on Attachment 5a ] continued on Attachment 5¢
b [] for defendant (name each) d [__] for cross-defendant (name each)
6 Amount.
a Defendant named in item 5a above must ¢ [ ] Cross-defendant named i tem 5¢ above must pay
pay plaintiff on the complaint cross-complainant on the cross-complaint
1) Damages $ 13,996,508 68 1 [ Damages $ 0 00
@) [X] Prejudgment $ 294,867 58 @ ] Prejudgment $ 0 00
interest at the interest at the
annual rate of 10% annual rate of %
®) Attorney fees $ 13,896 00 (3 [ Attorney fees $ 0 00
) Costs $ 435 25 @ [} Costs $ 0 00
8 [ other (speciy) $ 0 00 (8 [] Other (specify) $ 0 00
®) TOTAL $14,305,707 51 6) TOTAL $ 0 ¢0
b [ _] Plamiiff to recewve nothing from defendant d [ Cross-complainant to receive nothing from
named in tem 5b cross-defendant named in item 5d
{1 Defendant named in tem 5b to recover [_] Cross-defendant named in tem 5d to recover
costs $ 0 00 costs $ 0 00
and attorney fees $ 0 00 [ and attomey fees $ 0 00

7 Other (specify) Interest at the daily rate of $358 72 beginning on January 1,
2009 until paid

Date \- ] /o‘(

Date

5 DAVIDT McEACHEN

JUDICIAL OFFICER

1 Clerk by , Deputy

(SEAL)

CLERK'S CERTIFICATE (Optional)
I certdy that this 1s a true copy of the onginal jJudgment on file m the court

Date

Clerk, by , Deputy

Page 20f 2

JUD 100 [New January 1 2002)

JUDGMENT
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PROOF OF SERVICE AND CERTIFICATION

I am employed in the County of Los Angeles, State of California | am over the age of 18 and not a party to
the within action, my business address is 2049 Century Park East, 28" Floor, Los Angeles, California 90067-
3284

(FOR MESSENGER) My business address is Nationwide Legal, 316 West 2™ Street, Suite 705, Los Angeles,
CA 90012

On October 21, 2009, | served the foregoing document(s) described as AMENDED PROOF OF CLAIM on
ALL INTERESTED PARTIES In this action by placing [J the oniginal @ a true copy thereof enclosed in a
sealed envelope addressed as follows

PLEASE SEE ATTACHED SERVICE LIST

On the above date

(BY B U S MAIL/BY 00 EXPRESS MAIL) The sealed envelope with postage thereon fully prepaid was placed
for collection and mailing following ordinary business practices | am aware that on motion of the party served
service Is presumed invalid iIf the postage cancellation date or postage meter date on the envelope I1s more
than one day after the date of deposit for mailing set forth in this declaration 1 am readily familiar with Cox,
Castle & Nicholson LLP's practice for collection and processing of documents for mailing with the United
States Postal Service and that the documents are deposited with the United States Postal Service the same
day as the day of collection in the ordinary course of business

(BY FEDERAL EXPRESS OR OTHER OVERNIGHT SERVICE) | deposited the sealed envelope in a box or
other facility regularly maintained by the express service carrier or delivered the sealed envelope to an
authorized carrier or driver authorized by the express carnier to receive documents

(BY FACSIMILE TRANSMISSION) On September , 2008, at am/pm atlLos Angeles,
California, | served the above-referenced document on the above-stated addressee by facsimile transmission
pursuant to Rule 2 306 of the California Rules of Court  The telephone number of the sending facsimile
machinewas (___ ) __ - , and the telephone number of the receiving facsimile numberwas (__ ) -

A transmission report was properly 1ssued by the sending facsimile machine, and the transmission was
reported as complete and without error  Copies of the facsimile transmission cover sheet and the
transmission report are aftached to this proof of service

(BY E-MAIL OR ELECTRONIC TRANSMISSION) - On , at am/pm atLos Angeles,
California, | served the above-referenced document by electronic mail to the e-mail address of the
addressee(s) pursuant to Rule 2 260 of the California Rules of Court The transmission was complete and
without error and | did not receive, within a reasonable time after the transmission, any electronic message or
other indication that the transmission was unsuccessful

(BY PERSONAL DELIVERY) By causing a true copy of the within document(s) to be personally hand-
delivered to the office(s) of the addressee(s) set forth above, on the date set forth above

(BY PERSONAL SERVICE) | delivered such envelope by hand to the offices of the addressee

(FEDERAL ONLY) I declare that | am employed in the office of a member of the bar of this court at whose
direction the service was made

I hereby certify that the above document was printed on recycled paper
I declare under penalty of perjury that the foregoing 1s true and correct
Executed on October 21, 2009, at Los Angeles, California

Fay Brogvn

47596\1364073v1



Case 8 08-bk-13151-RK Claim 4-2 Part 10 Filed 10/21/09

Attorneys for Debtor James C Giranulias
William N Lobel, Esq

Alan J Friedman, Esq

Kerrt A Lyman, Esq

Issa K Moe, Esq

Irell & Manelia LLP

840 Newport Center Dr, Ste 400

Newport Beach, CA 92660-6324
Telephone (949) 760-0991

Facsimile (949) 760-5200

Attorneys for Debtor Cameo Homes, Inc
Paul J Couchot, Esq

Winthrop Couchot, PC

660 Newport Center, 4™ FI

Newport Beach, CA 92660-5946
Telephone (949) 720-4100

Facsimile (949) 720-4111

E-mail pcouchot@winthropcouchot com

47596\1364073v1
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Central District Of California
Claims Register

8 08-bk-13151-RK Cameo Homes Converted 07/02/2008
Judge Robert N Kwan  Chapter 11

Office Santa Ana Last Date to file claims
Trustee Last Date to file (Govt)
Crediwor ~ (20818822)  |ClamNo 4 |Stams
Lamg/Sequoia Partners LLC DOrzgmal Filed Filed by CR
‘and Date 09/22/2008  Entered by

South Banning Properties LLC  Original Entered Modified

Cox Castle & Nicholson LLP | Date 09/26/2008

'2049 Century Park East 28th !Last Amendment :
Fl Filed 10/21/2009 }
Los Angeles, CA 90067- iLast Amendment
3284 |Entered 10/21/2009 !

Unsecured claimed $14411171 19
1 Total claimed $1441117119

sttvoriz
'Details  4-1 09/22/2008 Claim #4 filed by Lamg/Sequoia Partners LLC and, total amount claimed
’ $1309326 68 (Danels, Sally )

Details 4-2 10/21/2009 Amended Claim #4 filed by Laing/Sequoia Partners LL.C and, total amount
i claxmed $14411171 19 (Davis, Susan )

—-
Description

Remarks

Claims Register Summary



