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Susan P. Weeks, ISB No. 4255
JAMES, VERNON & WEEKS, PA
1626 Lincoln Way

Coeur d'Alene, Idaho 83814
Telephone: (208) 667-0683
Facsimile: (208) 664-1684 t

Attorneys for Defendants North Idaho Resorts, LLC and VP, Incorporated

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., formerly -
known as NATIONAL GOLF BUILDERS, Case No. CV-2009-01810

INC., a Nevada corporation,

Plaintiff, DECLARATION OF RICHARD VILLELLI
IN OPOSITION TO VALIANT IDAHO,
11.C’S MOTION FOR MOTION FOR
ORDER OF SALE

VS.

PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada limited

liability company; et al.,

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN

Pursuant to Rule 7(d) of the Idaho Rules of Civil Procedure and Idaho Code § 9-1406,

Richard Villelli declares as follows:

1. I am over the age of 18, and competent to testify to the matters set forth herein. I make

this Affidavit of my own personal knowledge, and have personal knowledge of the facts

herein contained.

2. 1am the President of VP, Incorporated.

DECLARATION OF RICHARD VILLELLI IN OPOSITION TO VALIANT IDAHO,
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3. I am the president of Villelli Enterprises, Inc. Villelli Enterprises, Inc. is the managing
member of North Idaho Resorts, LLC.

4. 1 have reviewed the Declaration of Charles Reeves in Support of Valiant Idaho, LLC’s
Motion for an Order of Sale of Real Property. Portions of the Declaration are inaccurate
and portions are misleading.

5. In 1995, VP, Inc. purchased an existing water system from JV, LLC which serviced lots
to the Hidden Lakes subdivision in Bonner County. The water system was created and
installed in 1985. The purchase included all the existing infrastructure, easements,
operating permits, a well, and a water reservoir.

6. In 1995, VP, Inc. purchased an existing sewer system from JV, LLC.

7. The sewer system purchase included an existing lagoon, all infrastructure, an assignment
of easements, lift stations and operating permits. The sewer system serviced the Hidden
Lakes Golf Course, three subdivisions, a maintenance facility and an existing club
house. The sewer system was installed in 1985.

8. Since the purchase of these systems, VP has continuously held all necessary permits to
operate the water and sewer system which now also services portions of the Idaho Club
properties.

9. In 2000, the water and sewer systems were extended by VP to 49 lots in the Golden Tee
Estates and Golden Tee Estates First Addition subdivision.

10. In 2004, North Idaho Resorts, LLC began negotiations with MDG Nevada, Inc., and its
affiliate, Pend Oreille Bonner Investments, LLC (POBI) regarding the sale of
undeveloped real property in Bonner County which surrounded and lay in the general

vicinity of the Golden Tee Estates and Golden Tee Estates First Addition subdivisions.
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On January 6, 2005, a Third Amended and Restate Real Property and Purchase
Agreement was entered into with POBI. POBD specifically declined the purchase of the
sewer and water system that was originally offered to the Buyer. The sale excluded
domestic water rights, which were retained by VP, Inc. and reserved easements for the
existing water system, sewer lagoon and land application. The sales agreement allowed
the buyer to relocate the lagoon easement and alter the land application easement site
conditioned upon DEQ approval. The Purchase and Sale Agreement recognized that
VP, Inc. owned the domestic water and sanitary systems and that VP, Inc. would serve
the Idaho Club with these services. The Purchase and Sale Agreement required VP, Inc.
to provide a will serve letter to Bonner County indicating VP, Inc. would serve the Idaho
Club with domestic water and sewer service. The Purchase and Sale Agreement
relieved the Buyer and any party who purchased a lot in the Project from the Buyer to
pay any hook-up fee to VP, Inc. In return POBD agreed to pay to NIR, the parent
Company of VP Inc., 20% of sales and or release prices as compensation to NIR and VP
Inc. The Purchase and Sale Agreement allowed expansion of the sewer and water
system as long as Buyer paid for and constructed any expansion of the sewer and water
system and transferred ownership of those improvements to VP Inc. as called for in both
the CUP and the PUD Submissions made and attested to by POBD to Bonner County
and as noted in Exhibits A, B and C. A copy of the executed Purchase and Sale
Agreement is attached hereto as Exhibit “A”.

11. On June 13, 2006 VP entered into a Construction and Operation Agreement with Pend
Oreille Bonner Development, LLC (POBD). The subject of the agreement was

“construction and operation of the sewer and water systems which VP owns...” The
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Agreement allowed POBD to extend VP’s water and sewer system to serve properties
owned by Pend Oreille Bonner Development Holdings, Inc (POBDH) (a predecessor to
POBD). The agreement required POBD to grant easements for all extensions of VP’s
system. A copy of the Agreement is attached hereto as Exhibit “B”.

12. POBD proceeded to submit plats to Bonner County for approval. VP, Inc. was
requested to issue a will serve letter in connection with the plats, and subsequently
reviewed the plats. All plats contained a “Water and Sewer Service Note” which
indicated that “all Lots shown on the Plat will receive water and sewer service from VP,
Inc. (PWS No. 1090195.)” Each plat also contained a reference to a lienholder’s
certificate filed by R. E. Loans agreeing to the subdivisions as shown on the plat
recorded in Bonner County as Instrument No. 714036. The plats showed the water and
sewer system extension easements on the face of the plats. On July 7, 2005, VP’s
Director of Operations issued a will serve letter for the Idaho Club. A copy of the letter
is attached hereto as Exhibit “C”.

13. After the purchase of the property, POBD relocated the land application area for the
sewer system effluent. POBD obtained a permit from the Idaho Department of
Environmental Quality (DEQ) for the new land application. The permit number was LA
0000123-02. POBD identified VP Incorporated as a Responsible Official in the permit.
The permit applied only to the land application of effluent and did not replace or modify
any of VP’s existing permits.

14. Pursuant to the parties’ agreement, POBD began paying Bob Hansen of Water System

Management for his services in overseeing the land application of effluent to the golf
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course. POBD subsequently defaulted on paying Bob Hansen and VP resumed paying
for his services.

15. In 2008 and 2009, VP was contacted by DEQ regarding failure by POBD to comply
with the land application permit, and was required to request two emergency extensions.

16. In February, 2011, DEQ sent a non-compliance letter to Chuck Reeves. A copy of the
non-compliance letter is attached hereto as Exhibit “D”.

17. On April 15, 2011, DEQ issued a Notice of Violation to POBD. A copy of the letter and
notice of violation issued by DEQ are attached hereto as Exhibit “E”.

18. On July 8, 2011, DEQ entered into a consent order with POBD. A copy of the consent
order is attached hereto as Exhibit “F”.

19. On April 3, 2012, DEQ sent a non-compliance letter to POBD. A copy of letter is
attached as Exhibit “G”.

20. On September 11, 2013, DEQ entered into a Compliance Agreement with POBD and
VP. The compliance agreement required POBD to deed a lot upon which the
wastewater lagoon was situated to VP; transfer a lot upon which the water reservoir was
situated to VP; transfer the lot upon which the well reservoir was stated and the booster
pump Iots to VP by September 13, 2013. A copy of this agreement is attached as
Exhibit “H”.

21. On September 20, 2013, POBD quitclaimed these lots to VP. A copy of the recorded
lagoon lot deed is attached as Exhibit “T”. A copy of the recorded pumping station lot

deeds are attached as Exhibit “J” and “K™. A copy of the recorded water reservoir deed

is attached as Exhibit “L”.
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22. Following the recording of the deeds, VP paid all back real property taxes owed to
Bonner County and has continned to pay taxes to date due on these lots. These lots
were not part of the tax redemption with Bonner County.

23. Bomner County assesses these parcels as “comraon area”™ of the Idaho Club.

24. VP, Inc. bills for jis water and sewer services. It has always billed all lots created by
POBD in the Idaho Club. Every individual parcel that reeeives water and sewer service
has entered into a service agreement with VP, Inc. for such services.

I hereby certify and declare, under penalty of perjury pursuant to the laws of the State of

Idaho, that the foregoing is true and correct.

DATED this 4% day of Angust, 2015.

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served on the following
persons in the manner indicated this 4% day of August, 2015:

o U.5. Mail, Postage Prepaid Gary A. Fumey

- Hand Delivered FINNEY FINEY & FINNEY, PA

. Ovemight Mail 120 E Lake St., Ste. 317

.~ Facsimile: 208-263-8211 Sandpoint, ID 83864

_ US.Mail, Postage Prepaid Richard Stacey

- Hand Delivered McConnell Wagner Sykes & Stacey, PLLC
___ Overnight Mail 827 East Park Bivd., Ste. 201

o~  Facsimile: 208-489-0110 Boise, ID 83712

4 €-rear|

o

{ , :
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c4AsupaEtdddBE not sold; and all-unsold Lptei-

all the property owned by seller south of Highway
200 commonly called ®Moose Mountain®; .

the two lakefront parcels:

exlsting intellectual property rights in

comnection with the foregeoing such as,  for
examnple, the mame of the golf course and of
trade =nd marketing names used in cormaction with

the Property! -

- ' ‘all personal prope"'ty nead in comefction with the
Land and improvements on the Land, inci‘udingh
without Ltnitat‘lon, furnishings, fixtures,

equipment, vwehicles, golf carts, supplies,
accounts receivable, pro shop merchandise, claims

har

and all other tanglbls and intangible property- of

Seller {incinding, without limitation, Sellser’s
permit to sell alcoholic baverages) ussd in
-connection with the management, maintenarce and
operation of the Land and lmprovements on the

Land, etc.:

all Seller’s right, title and interest in and to
all entitlements, esasements, rights of way,

rights of entry, rights of use apd other
appurtenances benefiting the Land and the

:_mprovements therescn;

Bs used herein, the term "Property” shall includs: the
Land; any improvements on or appurtenant - -te the Land: ‘the
items owned by Seller -emumerated abowe; and all right,
title and interest of Seller in and to all entitliements, '

easaments, mtineral rights, oll and gas rights, weter, water

rights{excluding domestic water rights yhich are retained
by sewer and watsr company V.P. Inc. including easements
for opsration and delivery of sald-domestic water and sewer
service including sewer lagoon and land spplication; Buyer
may move lagocn and may alter land application sites, but
must provide approved alternmate application site end build
adequate new lagoon all to DEQ’s epproval] air rights,
development rights, licenses, permits, maps dod privileges
+ to the Land and/or to any imp:ovenents ocn the
Seller’s current development plan is- described

» e

Land.
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Property itemized above, Phe = 7 7

of the components of ti
physical elements which comstituts, and the development,
marketing and disposition of the Property by Buyer, is
hersinafter called the “Project”.

B. As used in this AQreement the term “Developer
Group” shall mean and include each and any combination of
the following: (i) Chip L. Bowlby, (ii) Thomas J. Mexschel, .
{ii) Charles W. Reeves, and/or (iv) and tHeir respective .
mewbership or shareholder intexrests in any entity wholly
owsed or jointly and severally cwned. by aay one-bor any
combination of said tbree individpals and their respective
spouses. ZAs used in this Agreement- the term “Develcper )
Group Imterest” shall mean the ownership interest of any
mesber of the Beveloper Grouwp in Buyer and/or in amy
project’ entity which Buyer may hereafter form for parposes
of owning and managing the Project. .

€. Seller wishes to sell the Propexty to Buyes, and
Buyer wishes te purchase the Property from Seller, all
purstant to the provisions of this Agreement. .

2AGREEMERNTS

"' NOW, THEREFORE, for good and veluable considération,.
including the motual covenants contained in this Agreement,
receipt of which the partiss hereby acknowledge, Buyer and
Seller agree as follows:? -

1. Purchase and Sals. Seller shall &eil the
Property to Bmyex, smd Buyer shall purchase the Property
from Seller, subject and pursuant to all the provisions of

this Agrmement.
2. Purchase Price,

{2} Purchase Price. The purchase price:(the
"Purchage Pxioce”) for the Property shall be the sum of (i)
-2 down payment (the “Down Pryment”) of Four Million Seven
Hundred Fifty Thousand Dollars ($4,750,000), which Buyer
shall deposit in Escrow in immediately svailable funds
prior to close of Escrow for delivery to S8e¢ller at Cloging . !
{as the terms “Bscrow” and “Closing” are hezeinsftar . . }
defined) plus (ii)accepting title to the Property subjsct _— !

o
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gt Meka B trust Which seayre the
promisaory fiotés, for which, wpon transfer of titls to the

‘and gales of golf course membershipd in Preject golf

. attached hersto as Exhibit I, all of whichk ars located west

i
£ oL Lo Bl 8 g

Property teo Buyer, Buyver shall assume payment
one of sald two promissery notes: is

responsibility.
payvable to Mr. Berry {the “Berry Note”) and thé other is

" payable to R.E. Loans LLC, a Califeornia limited liability

company (the “REL Note”}. The Berry Note is originally
1935 and in the revised principal amount

dated Qctober 24,
of §2,565,000, and has been previously modifisd by the

original maker and Mr. Berxry: a copy of the Berry Nobe is
attached hereto as Exbhibit &. The REL Npte 15 origipnally
dated March 17, 2005 and in the original principsl amount
of 48,515,000; provided, howevsr, that 1f Seller reduces
the pr mclpal amount of the REL note prior to closing,
Buyer, at its sole discretions, shall. eitkher eXeocute a
promissory note at glosing to Seller for the exact amount
of such principal reduction; which nete shall bs !
snbordinate to financing Buyer mein obtain and which shall .
otherwise be repald to Seller under the same terms and

conditions of the REL.note and st the same’ interest rate,

or pay in cash to Selier at closing the amomnt of such

principak redoction made-by Seller: a copy of the REL Note

is attached hereto as Exhibit B. The above items included

in ti) and (fi) are collectively referred to 43 the Down

Pagment. In addition to the Down Payment, the Purchast

Price shall alsc incinde (i} the sum of $4_-, 808 to be paid

gs additional Participation after the Seller hes received

$22 miilion in proceeds from the Down Payment and

Partitipation; and (ii)a participetion (the -

Yparticipation”} in gross sales revenue whick Buyer .
receives from the Project equal to twenty percent (20%] of )
the gross sales revenue in excess of EBighty Million Bellars i
{489,000, 0800} (the “Base Revenne Goal®) which Buyer . '
receives as tha proceeds of saleg of Project Iand

(including "sales of lots and parcels}, sales 6f dock slips,

courseg, whether such sales are tc an entity affiliasted
with Buyer or to an wnaffiliated third parky: provwided,
however. that the 45 platted Iots currently owaed by third
parties, of which sevem of these 43 lots have been
purcbasbd prior to cloging by Buyexr or any affiliated
entibty oxr individuala set forth in Recital B abova, all as
finally confignred in Buyer’s.land plan, shall not be
inclnded ag lots or parcels in the calculatfon of the .
Participation, nor shall the 6 lots pumbered 5, 6, 8, 9,
10, and 14 as labelad on the Hidden Iakes gales brochure
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Buyer or an affil iated'entlty or group of Buyer:.or the .

individuals set forth in Recital B abovs, be included in .,
If Buyer.produces

the caloulation of the Participation.
finished residential units for sals, Buyer shall desigmate

a dollar walue to each of the lots umndérlying sach releass
of guch units, and Buyer shall nctify Sellsr in writing of
the dns-"na,‘:ed dollar walues, before Buye“ offers the
Finished residential units for sals to any tnaffilisted
third party. Only the amount of the designated let value
shall be incinded in gross salss reventie for purpeses of |
calaulafing the Base Revenue Goal and the Participation.

If Seller disagrees wit: any such designated lot valus,

Seller may cawse the residuzl value of the lot vilthou‘: any

it on if to be appralsed by a mutmally-acceptable

qnalLfied appraiser, anpd the appraised valoe shall be used

instead of the valve designated by Buyer. Subiect to any

«anylivab.ue restrictions and conditichs on payment of the
Participation imposed by Buyer’s lender(s) who provide

Buyer with finaneing for the Project, Buyer shall pay the
Par?';.cipaplon to 8ellzr oo an on- O‘Olng basis out of the- .
'sdle esewow for each "lot and parcel which Buyer.sslls; .
‘accordingly Buyer shall Imstruct the escrow agent, for all
which first occur azftsr gross gales exceed the
to distribute to Sesller twenty percent
{20%) of the gross salss price for sach such sale after
achievement of the Bas= Revenue Goal upon clese of the
escrow For such sals If, however, Buye: finances any such
sals whiczh closes after achizsvement of the Bass -Ravenve
Goal, the.obligation of Buyer to pay the Eartz:c.patlon on
asuch a Buyer—financed sale shall be contingent gpox the

availability of cash proceseds of sale in the sacrow
sufficient to pay, first, ell other costs of alosing, and

then the Participatiom; to the extent the cash proceeds do
not suffice to pay the entire Participastion due on the
sals, the procesds Buysr recelives from payments an the
purchaser’s promissory note fto Buver shall be paid to

has raceived the full amoms. of ths

such salszs
Base -Revemnue Geozl,

Seller unitil Seller
Participation due on thes sale.

(b} Example of Participatiorn. To illustrats
calculation of the Barticipation, if the gross sales
revenne which Buyer receives from the Projact were to equal k
One Bundrad Eighty Millien Dollars ($180,9500,000), as the
parties presently anticipats, then the Participation
payable to Beller would be Twenty Million Dollars
($20,000,000}. For $180,000,0006 - $80,000,000 ="
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et a3 s 1§T0070060, 000, and 20% 0f$300, 0004000 = §20,000, 000 gt i srig, .
() 1y Payment of the Partiedpation. S=ller shall
be entitlied to recelve fifty percent [50%) of the Ffirst
Twelve Million Dollars ($12,000,000) of profit earhed by
Buyesr after the date of Close of Escrow which Buyer
{subject to any appliceble restrictions and conditions on
distributions imposed by Buyer’s lender(s) who provide
Buyer with financing for the Proischt) from time to time
designates for actual distribution to any member of the
Peveloper Group op account of any such ‘nember’ s Developer
Group Interest. Buysr shall pay Sallerfs share, of any such
profit.so desigmated for actuad_ distribution to Seller
" concurrently with the payment of the distribution to the s
. heXder of the Developer Group Intsrest, Seller shall not be
entitlad to receive more than Six iﬁ.llion Dollars
{46,000,000; pursuant to this Sectiom 2{c), and all
patments to Sellsr pursuant to this Ssction 2{c} shall
apply to- mad be credited as payments on account of, ths
?artidipatiéns next cecming due to S=ller under Section .
2(a} above. . 8aller acknowledges that development and/cr
maragement Fess paid to any affiliaste of Buyer .and/or the
Group for services in comnection with the

Develdper. Gr
development of the.Project shall be recorded 3s Pr-o:jnct

expenses, 'shall nct exceed industry standards, and shall

not be deemed to be profits distributad to Buyer and/or any
member of the Developer Group. The prov*sions of this .o
Section 2{d} shall ceass to Uperate and apply ab such time :
as-the sum of (i) the Dowe Payment with any ‘deductions for
" early closing excluded from the caloulation of- down

payment) arpd {(ii) payments to Sellsr on accoamt’ ¢f the
Participation squal Pwenty-TPwo Million Dollars ’
(822,000,000} .

“(d}, Protection of Particivation.
protect Sellesr’s anticipated profit refsrred to herein as
tae Partigipation, Sallar ghall be a*’forded the following

xights:

In ordaer Lo

{1} If Buyar elects to entar into a éale {a “Bulk
Sale”) of f£ifty percent (50%) or mors of the asse
included in the Property, such percentage to be detsrmined

108
by value not land arxesa, Sellar shall have the right to
re the.portion of the Project subisct to the Bulk Sals

acguirse ths.
r the same tarms and conditions as the Bulk Sals-
purcheser, Buyer shall give written notice of thg terms ‘
and conditions of ahy such proposed Bulk Sale to Seller and

.
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© £nll satisfzdtion of

Sellexts
* as tc sald assets shall ceasé and ftnereby texminate any

mémorialized in g recorded memorandmm acceptabls in form to

which is mnitiplied by participation percemtage

‘shaldrnefEe Mier the -right t6 enter in{gp Jhe Bulk Salp.on - |
such terms and conditions. Seller zhall have thirty (30)

busineas days to notify Buyer whether Seiler accepts or
refyses Buyer’s offer. Jf Seller fails to notifp Buyer in
writing prier to the expiration of said thirty (30) day
period that Seller accepts such offer, and to accompany
such written notice with any earnsst money .deposit which
the terms and cenditions of the Bulk Sale reguire,. Seller’s ;
right to emter into the Bulk Sale shall lapss and be of no :
further force or effect. If the Bulk. Sale shall then fail
to elose, Sellerfs right of first re;_asal o f&‘tﬂrﬂ Bulk

Sales shall Ccontinue.
41y I BLYeI closea a Bulk.Sale to a :hzrd
party putchaser of assets included in the Property, Buyer
having complied with the provisions of Subsection (i)
zbove, Buyer shall have the right aither {a) to pay Seller
Thicty-Foar Million.Dollars ($34,000,000) in proportion to
the walue-of the asssts which are part of the Broperty .

includad in the Bulk Sa‘e based cn .the projected gross
rx.ess Plan allocates to such assefs in

revénre which- the Bus
the Partlcipation.otherwise, p:.—.;rablb

for the asssts 1ucludea ‘in the Bull' Sale, whépedpon - . .-
rights to any additiopal Participation b.erexmder .

‘further obligation-or (B; to obtain the agreement of the .
‘Bulk. Balzs purchaser in.favor of Selier, which shall be .

iz T
Sellsr, Buyex and the .purchaser, to pay the Participation
ts Seller with regpect to the pertion of the.Project
govered by the Bulk Sale if the Bulk Sale is for ‘any smowumt
less than $180,000,000. As an example if Buyer closes a
Bulk Sals for $120,000,060, the difference is £60,000,000
and Ssller shall have the right to the Participation in
gross salss revenne from sales of the portion of the
Project covered by the Bulk Sale egqual to 6.66%, This
percentage is obtaired by dividing the difference of
$30,000,000 by $180,000,000 the resulting percentage of

{360, 000, 000/$180, 000,000 = 33.33% X 20%= 6.66%).

{iid;- If Bu_,fer shall 8ell unplatted lats or’
parcelis

{dcreage Sales)then Seller shall be entitied to payment of

release amounts On 2 per acre basis, which shall apply on

account of and shall reduce pro tanto Buyer’s obligation to
pay the Participation hersunder. The per acre release price
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for sales on-Mofse Movdtziniehall be' $25, 000, per aquepgkth
one acre of greater than 353 slope 'land ‘be releaged for
each a"-ro <f lesgs than 35% relsased, for salas ‘'on Idaho
Country Resorts $250,000 per acre, and for land morth of
Highway 200 $100,000 per acrs excluding the Hidden Lakes
Go)f course. The relsase price for the Hidden Lakes Golf

course shall be §8,000,000,

{dw} Recordatior of Memorsndum.: At or before

lose of Escrow the parties shall exectite in recordable

:orm, and deposit in Escrow for recor@ation st Close of

Ezcrow, a memorandum of the Pal“:l"‘lpatlo‘l which shall be
substantlally in the form of Bxhibit F hereto,

=

(e) Deposit. ‘Provided Buger. has delivered the
Aaceptance Netice to Seller on or befors Pebrpary 10, 2005
tsubject-to the gxtension of said deadline in conruection
-with tke reéview .of title as provided below} , Buyer shall
dapdeit in Escrow in- immediately available
Bondred Fifty' Thousand -Dellars ($250,000) (the Depcsit”}
on Fepbrmary. 10, 2005.° Said apownt ghall be. released. as

provided for in paragrapk 6(d) of thig i&greene@ut*;,

3. Escrow.

{2}’ Gemerml.” Within five: (5} bi:.sinesvs days
after

both Buyer and Ssller have execm,ed this Agreement in at

lsast thrse counterparts, Buyer shall open an escrow
account {the "Hsorow") in the office of Bandpoint Title

Insurance Inc. ("Sandpoint"} located at the following
address: )
120 g, 2" zavenue
Sandpoint, Idaho 83864

Tslephone No, 208-263-2222
Facsimiles No. 208-265-40490
Emall Address nlinafean £, com

Escorow D.Lfl:er Julina Skinner-
Titla Offz.ue;_ . DLarry Morrisoen

o,
.

Buysr shall deposit ong fully exscuted counterpart of this
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Lt upgbecment with

" and/or Buyer’s lender with principal amownts ef reinsurance
- govérage accéptable to Buyer and/or Buye::’s lender.

‘‘sh#ll wean & property whick 4s not part of the Property and
whichk i3 a property (a) record title €0 which vests in

soft acguisition and development costs. including -any

any affiliate of Buyer for services

'dn"erm_._ning pretax p*of,.t shall be cohsisteant wzxth indus\,ry .

5 ° :
——— L “ -.:.:é&&;::
Sandpolitii-arrange; for Sandpoint to 8%k i

counterpart joinders, and deliver onk countaiparkt jD.‘L
fully executad by Sandpoint te Seller. Puyer shall also
gbtain the pumber of the Escrow and notify Seller in
writing of the mumber of the Escrow. . Buyer and Seller each ’
agree and intend that Sandpoint shall serve as both
administrator of the Escrow and as issuer of title .

insurance to Buyer.
(b} Reinsurance. Buyer and/or Buyer’s lender shall
have thé rsasonable right £o require the title idsurance to

ve th
be issusd by Sandpoint to be reinsured by one or more
additional title insurers rsasonably acceptabls to Buyer

R 4. Sales of 1acenr. E@ert.ea. As nsdéd in this
Bgreemeht Ehe term “DRET (for Pevelopment Relsted Property)

Buyér not later than three years from the date of this
agraemeht, '(b) the purchase. of which by Buyer was arrangsd
or assisted by Seller, and- (o) which iz gither (i)
contiguous to the Property and becomés part of' the overall
reject, or (ii} a property onto which Buyer transfers’
units or lets'which the initially ed Business Plan
contemplated would be developed orn the Preperty. If Buysr
acquires record title to 3 DRP, Buyer shgll pay Seller an
smount equal to twenty percent (20%8) of the met i:;e—tax
profit of Developer Group fram each such property.  Pre-tax
profit shall mean the net pre—tax profit srisihg from tha
sale of the DRP which is allecsted to any member of the
Developer Group on account of such member’s interest in the
entity which effedted the sale. Pre~tax profit .ghall mean,
for prrpoges of this Section, the profit remesinding after
payment of all debt service and financing costs,:hard and

reasopabls allocations of commumity, dgavalopgnent -costs to-
such property, development andfor management fess pald tc .
ces in connectidn with the ¢
develapmenx of the Proj ect, and costs of adminiatratlonr
rksting and sales. All indirect costs incurred in

standards.

5, Review Period.
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otk fe) W As used hWermeln, il w:.t::« which . o -
to make the payment "Review Period" shall mean thé tims
period which commences on the Agreement Date and ends at

nidnight Paeific Time or February 19; 2005 (the “Raview
Notwithstanding the fox:egcing,

Period Expiration Date”).
Seller acknowledges that the information Buyer requires to - ,
review title to the Property waes dellwered to Buyer too few : {
days before Febrmary 10, 2005 to allow Buyer a reasonable :
time to review title. Ascordingly Beller hereb ¥ agrees o ?
thet Buyer shall have until February 28, 2005 (the ,
spxtanded Titla Review Date” in which to comp.letn Buyer’s
review of titlz as to those items enumerated oSn Schedule A.
If Buyar shall not affimmatively approve title by written
potice deliversd to Sellsr on or before the Extemded Titl
Review Date, Seller. upon written demsnd Frow Buyer, sha}.l
return the Deposit to Buyer LIf Buyer his delivered the
pepoait to Esorow. The above notwithmnding, Buyer "accepts
the exceptions noted in.the preliminsry title repert .
sibject to the removal of all statutory and monstary lisns

+ pursuant to paragreph 5(b} (vi] below, and the removal of
title exceptions number red 20 and 67 relating to the right

- pf way beld by.Idahc Department of Tramsportation. .

{b) Due biligence Activities. 7

(:L} In Geperal. Buysr shall undertaks duz:.mg
+ .the Review.Reriod, ad, at Buy: Buyar s sola cost and expensed, such
* inspectiond, testings, =malyses and feasibility studies
concerning the P:ope;rty ag Buyer shall deem ugdefnl or
advisable (inclnding,” without Limitation, geologic,
seiamia, soils, engineering, topegraphbical, draimage,
archasclogical, snvircnmental, blological, land planning,
finencing and marketing investigatione}, all of which are
collectively called "Investigations®™ herein. In commection
with the Tnvestigations, Bayer, at . Buyer's sols cost an
sxpense, May retain engineers, ‘contractors, soils;asud
deological consultants, architscts;. nafural sclentiatr s,

epyironmental ‘auditors, ' sconomists, accemtants, attorneys, : . -
usaful !
i

planners and: all such other adwisors =s Buyer deems.
or advisable, 211 of whom are ccllactively called "Buyer’s
Advisors® herein. In the course of the Imvestigrtions and
‘Buyer’s other activities in connection with the Project.
during the .Review Perlod, and at all times after "the'Review
Period Expiration Date while this Agreement is in effect
and Close of Escrow has not ocecurrad, Buyer shall prevent
any lien being placed om the Property on account &f any
action of Emyer or any af Buyer’ 8 Advisers; and should any

. -~ . P

NIR000127

3002




Ty

[ t
R Ve > s i e+~ ot

y s
[N THa,

Fatind L -5 Wy LA,
PO b ek e
h )

such lien bé plaged dnfpfeg-Property notkithsiagéing%a;;’,s

best efforts to prevent such an occurrence, Buyer shall

immediataly canse any such lien tc be removed

(ii} Enviropmenisl]l Audit.” During the Reviaw

period Buyer shall have the right, in_pa}:ticular, to cause

an envirommental audit of the Property to ke conducted; at
Buyer's sole cost and expense, by an Advisor desigmated by

Buysr.

(iii} Physical Inspeciions.

A. Ipsurance. BAs a condition precedent to
sny entry orte tha Property by Buyer or any of Buyer's
Advisors pursuant te this Agreement, Buyer shall have
‘delivered to Ssller evidence (in the fporm of a copy of the
relevant insursuce policy or of a certificate theteof whichk
describes the policy limits and shows-Seller as an

additional named insured party! that any p*onerty damage oz
personal injury or death resulting from sald eantry is
dndtived againskt under a“comprehensive general public |
liability insursnce poldcy im fawor of Buyer, which policy

shall (I} héve a cowhined as well ag zingla cccnrzemce
{II) .name Seller

limtt of One Million Dollars ($1,000,000},
as an additional insured party, and [ITI) be issued by an
insurance company licensed te do business in the State of

Idaho. : ; .
B. . Bntxry. AL any ti:r;es and fxom time to

time durlfhg the Reéwidw Pexriod (and for the remainder of the -

tarm of this Rgreement if Buyer shall have lsgued the

Acceptance Notice as sald term “Acceptance Notics” iz : i

-definad below}, Buysr and any of Buyer's Adwisors, upen at :

lsast twe (2) t'susiness day's prior. written nokice to

Seller, may enter upoh and conduct physical ipspectiondg and

tests wpon and to the Property. gaid activities may
inc¥uds, without limitation, taking ‘samplés of alr, watar,
soils and other materidls from the Property, installing and
mainfaining monitoring devices, drilling test holes and
digging test trenches, conducting selsmic investigations,
If Buyer oxr

gurveying, and ‘performing angineermq stndles. .
Buyer's Bdwisors bore helas or diy trenches,: thg game shall

be re‘ﬁ:llad and leveled upon completion of the testing.

Q. Held Harnmless.. .Buwer ghall’

indemnify and hold Seller harmless from any liens imgosed
against the Property ow acdount of Ihvestigations and from

e
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l.g:eexnenp the term *Sellar's Documents” shall
‘all doguments i the possession er custody of Seller, oz

lB&yez: ghall designate for assigoment.

{
et — T —
—— - = =
R g : S TR S

i all*cla:.ms, demands, Iabililies and costs, :an:luding_

reasonable legal fees, arising out of ady damage to £he
Property or ouvk of injury to orf death of any psrson as a
direct result of Buyer's Investigationé on the Property -
prior te close of Escrow. Buyer shall have no obligation,
bowever, to indemmify or bold Seller harmless on account of
damages, personal injuries or loss of life resulting from
the intentional or negligent acts or omissions of Sellsr.
Buyer shall have no obligation to remedy or compensats
B8sller for any conditions or defects on or under the
Property not caused by Buyer but di 5c.overed by Buysr in the

‘course cf ths Investigations. :

{iv} Documents: )
A. Delimy to Buysr, 'As used in-this
mean any and

reascnably ava.‘blable to Seller, which 'pertain {:ﬂ ths
Property, to its current use, or te its use for a resort

and residentisl subdivisicn, inc.uudmg, without llm..ta ion,
hs, studies

‘coptracts, maps, plans, blueprints,

and reports, records of actunal or threatened litigationm,
administrative proceedings, land use preceedings, eminent
domaln or condemmation preceedings, recor.ds of fees and
charges paid £o-govermmental agenciss, utilities bills,
records relating to tazes and assessﬁeiﬁ:s racords relating
to prior ownerships and prior uses, correspondence -and .
other records of whatsoever nature, ' Within three’ (3}

business days after the Agreamen* dat= Seller. shall deliver
an itemized list of all of Seller’s Pocuments

to Buyer (I}
and {II} originals or copies of all of Selle::’s Documents.

' B. Aasignmem at Cleose of Escrow:. At
Buysr’s wr*tten request made at tha close of Esﬁren
shail assign to Buyer all Sellsr's right, title and
interest in, to, and. under any of Seller’s Documents whizh
- A8 part of such
assignment, Seller ghall also assign to Buyer: (I} all
claime, counterclaims, defenses avd/or dctions, whether at
law or pursuant to any other applicable federal, state ox
local law, which Seller may have against any third parties
relating to the design and/or construction of the Project.
and/or the existence of Hazardous Materials (25 the term

"Hazardous Materiagla” is herainafter, defined} in, at, orx,
under or abomt the Property; ' (IT) any warrantiss, °
guaranties or other assurances from ,suppl:.e s and vsndors

k3 1 5
. —— . .
L. R

Sgller

NIR00012%

3004




t

D —_—
Y =. -..===.$

~ >
T e
. S =
K . D R
. s N /—.\ — .‘.b/'-x)“
T } i R
. .

of wktortare Alid dgefpment incorporafed im he Project;
(IIX} any veéhicles and other gelf-propell machines owned
by Seller and used in conpection with the Projsct; amd (IV}
existing confracts with comsultants (suth as olvil

' engineers, envircnmental consultants, soils engineers,
architecbs, etc.) whose services Buyer elects to retain in
connectdon with the Project. The assignment to.be mada
pursuant to this Subsection B shall be gubstantially in the

form of the written asgignment (the “General Assigmment”)

attached heretc as Rxhidbit C. e .

c. Definltion of "#azardous Materials"., BAs
used in thils Agresmemnt the term "Hazardouws Matexials™ shall
mean any substance, material, waste, chemlcal, mixture ox
compound which: (I} is flammable, ignitable, radioactive,
hazardous, tezic, corrogive or reactive, and which is
regulated undef law or by a public entity, (II} is =

-

=

“Hazzardous Substance” as ,
- defined or listed under the federsl Tomprehensive .
Environmental Response, Compensation and Liability Aot of
1980 (CERCEA), as amesded, or under any regulations
pramulgated thersunder as amended, (IIX} is crude’oil,
petroleum, patural gas, or distillates &r'fractiams
thereof, and/or (IV} damages or threatens to damage health,
safety, or the enviromment or is required by any law or .
public entity .(including, without.limitaton, the County)
‘to be remediated, including remediatior which -suck law or
public entity requires in oxrdeér for the Property ts be used
for any lawful purpese, including, without Timftation, use
as a residential subdivision. s .

D, Remediation, If any remediaticon if
raquired by any law or public entity with respect to
Hazardous Materials which affect the Property, Sellex, at

sller’s sole cost and expense, shall cause the remediation
promptly: to be undertaksd; 'diligently prosscuted, and fully
completed prior to close of Escrow Sgller hereby
warrants to Buyer .that all remediation work skall be
performed without defects or deficiencles ii accordauce
with all appliceble lsgal reguirements and guarantess the
integrify and effectiveness of such work. Seller ghall
indemnify and hold Buyer harmless against any claims,

demands, damages, liabilities, costs and expenses which
account.of Bazardous Materlzls

Buysr may suffer or incux’on )
existing in, at, on, undexr or about the Property prier to
close of Escrow on account of any remediation work -~

Sell

.

4
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performed by, Seller.

{v) Pitle. At the time Buyer opdns the Escrow,

Buyer shall order from Sandpoint a prelimimary report of
titie {(the "Report") on the Property, together with
complete and legible copiles of all the matters .
{collectively "Exoeptions® and individgally "Emxception®;
which the Report, shows as exceptions fo title. - Seller.
shall immédiately engage a licens=d civil engineer cor
survever te gopduct a boundary survey (the' “Survey") of the
Property in sufficisnt detail and standards to -enahle
gandpoint to use such boundary Survey tc issue an ALTA
policy of title insurance on the Property at close of

that Buyer shall be responsible

Esdrow; provided. howevsr,
for completing any survey and site work within ‘the’
boundaries of ths Property necessary for ALTA ptirpdses.
Seller shall pey the surveyor for the cost of the boundary
survey portior of the Survey, and Buyer shall pay any
additional survey and sits work costs neécessary to produce
a survey which satisfiss the reguirements.for an acceptabls
BLTR survey. Buysr shall have urrkil the later of (A} the
Review Period Expiration Date or (B} .ten {108}days after
Buyer has received the Report, the Exceptions, and the
Survey, in which to examine titls to the Property) -
piovided, however, that if Buyer shall not have received

all of the Report, ths Exceptions and any Survéy which
Buyer shall have ordesrsd on or before January 15, 2005,

Buyer shall have the right fo sxtend the Review Periog
Expiration Pate oms day for eack day after Jamiary 15,

‘2005, which elapsss until Buyer has recelved all said

meterial. Prior to expiratior of the Review Perded
Expiration Date, Buyer shall notify Ssller in writing of
any objections to titls erising from Buyer's peview of the
Report, the Excepticns and any Survey. Within three (3}
business days after recelpt of Buyer’s notlce of objections
to titls, Seller shall inform Buyer im writing' (Il if thers
are-any matters to which Buyer objected thst Seller is
gnable or mmwilling to remove, and (IX) how Seller plans to
=emove the obrections that Beller is willing to remove. If
following ‘the cepclusion of the Review Perlod Expiration
Date, Sellar or Buyer shall discover an exception to titls,
{z "Late Exception') which was not disclosed by the Rsport

oy

or a Survéy, the discovering party shall hfmedistely notify -

the other party thersof; Buyer shall then bave thres (3)
business days to notify Seller if Buyer cbjacts to the Late
Exception. If Buyer does object o .a Late Exception, then
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Seller, within tne dext twé:(2) business days shell netify .
r will remove the Late Exg_,eptién -

Buyver whether or not Seller
are pbjections {whether to:

and, if yes, how. If there ar >
Exceptions and/or to lLate Exceptions} which Seller is
4

unable or unwilling to remove, Buyer shall kave the right
either to acocept the exceptioni{s) in #mestion or te . L
terminate this Agreement, in which latter case Escrow.

Holder shall immediately raturn the Deposit to Buyer in i
immediately available funds. If there.are objections which

seller states it will remcve, and if removal may reguire CoT
ths expepditure of funds. Buyer shall haVve the right to

reguire Seller to effect the removal by an agreed date or
to post gscurity in an amount agreed to by both parties

that 1s adequate to cover ths cogi of removal, sa that -

Buyer shall have rﬂascnable assurance; as Buyer- éxpends

funds ‘and manpower in satisfaction of Buyer's obligations'

S8agtion ¢/a} below, that the obj ection will 8 fact
ramovad befors ox remorabh at the close of Escrow. °

- {vi) (2pproved Bxceptions. As used hersin
term MApproved Excepiions® shall mean (A; a lisn for m:m
ce,.mcmen’- property taxes and assessments,. [Bj an\r . -
exceptions to title showm m the Report and/or any Survey
to vm&_.h Buyer dbd not objact prior t& =;;p£:atlon of the B
Review Period, (C) exceptions to tiftls skown in the Report
Exceptiens to which Buver did

and/or Survey and/ or Lata Bxc i
timely obiect, which Ssiler then timely notifisd Buyer
that Ssller was unable or unwilling to remove, in which
notice from Beller Buyer then aogquissced, 'and’ (D} ‘liens a:d
entitlementsy .hnposed on the

encumbrances (lacluding gnt
Property st or prla*- to closs of Esgrow st the instance of

or with the conssnt of Buyer. 3Any Excgpltion which .
r other sscurity interest {s,ollécbively T

under
be

evidences a lisn or
“onetary Liens?) against the Property to seaufe. any |
indebtedness of ,Sziler or any other party other than Buyer :
{2zcluding, howevsr, statutory liens to securs the payment . .
of real property f'ayps and assossments). shell auvtomatic ally
cengtitute a disapproved Exception, -and 'Sellsr Hereby ., .
covenants’ to cause zll Monatary Lisns to be removed not
later than Close of Escrow. . :
' {c! Boceptance Notice. If Buyer, as a result of the
Investigations, wishes to proceed undekx this Bgreemaent and

to keep this Agreement in sffect, Buyer, prior to- ’
ex‘*:.:a::::»n of the Review Pariocg@, shall -deliver written . .
notice {the MAcceptance Notice") to both 8sller a&nd Y
Sandpoint stating that Buysr will procesd umdsr this
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. Agreement.

the execution of this Agreement by the' partias.

’ (d; Permination. Buyer shall have the right,
exarcisabls in Bueyer's scle aand absclute discretion at. any
time during the Review Pariod, by writter potice to Seller
and to Sandpeoint, to terminate this Agreement if the
results of the Investigations do not meet with Buyar 8 .

approval. If Buyer does taerminate the Agraement prior to
the Reviaew Periocd Expiration Dats {(am the Same may be’

extended in. connection with titls reviewl, this Agreement
and the Escrow shall automatically terminate,; and, the
partiss shall have ne further obligations or llabilitles to

each other hereunder.
(e} No Eernest Money. Seller acknowledges that Buyer

will expend material amounts of manpower and mopey in

condncting Buyerfs investigations px,.rsuant te thisg

Bgrsement and that; 25 an integral parc of Buyer”s

Investigations, Buysr, at Buyer’s expehse, will, commence

the preparation of preliminary dewslopment materiels such

as 2 final land plan, golf course routingsd, a2 business planp

for tha Project end pro forma budgets' and financial -~ .

projactions. Seller further .acknowlsdges that the manpower

and money whiaoh Buyer so expends will constituts a

detriment to Buyer 1f Buyer elects not to deliver ths

Beceptance Notice to Seller, thereby te:minating Buyer's .

interest in the Project. Recognizing said detriment as a .- :

valid considaration, Sellsr has zagreed mot £o require any - .

esarnest money payment en account of the Purchase Price npon )

Buyer, in

reciprocation, - hereby covenants, if Buyer elects not to
deliver the Zcceptance Notice, to delivsr £o Sellar the
information about the. Property reaulting from Buyer’s .
Investigations and the prelimipery development materials '
which Buyer shall have prepared unless Buyer is restricted
by contract or by law from delivering any such informatich
and/or material to Seller. Buyer shall use its best efferts
o ob ain,- in any contract Buysr sntexns in furtharanée of
Buver’s Imnvestigations, the consultantfs permission to
deliver to Seller, if Buyver elects not to deliver the
whatever written information and/or - i

Acgeptance Notice,
material 1s generated pursuant te the comtract.

5. Rights and. Cbligetions of the Parties.

(a) "Planning Work. .
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{i} 'Bntitlemenfs. Concur rentiy m.th conduct_rg
its InvestigaFioms during the Review Period, Buyer
shall undertake the land use entitlement work
necessary tc submit a final developmsnt plan for the
‘Project to thé County and shall diligently prosecute
the work required to prepare such a ppbmittal., If
Buyer shall issue the Acceptance Notice, Buyer, unléss
Buyer has previocusly mede the submission, shall as ’
soon as possible after the date of the Bcceptance
Notice submit to the County and ‘diligently pursue
applications for, and use Buyer's best reasconable

professional gfforts to obtain, the land use
entitlements (incdividmally “Entitlement” dngd |
“Entitlements”} necessary for all ths

collectively
distinct parzels which the Land comprisss: reoognizing

that said parcels are not al} gontigucus and that
distinct parcels may roquire separate applications,
including, withomt limitation, the entitlements 1isteqd
in Exhiblt B~2 hereto. The term “Entitliments” as
used berein shall alsc include such other.permits,
lizenses, approvals and govermmental awtherizations
{whether from the Couaniy or from'any other local,
state or federal agemcy with jurisdiction over the
Property) as nay be mecessary for lawful development
of the Project in accordsmee with Bayer’s development
plan. Buyer, at Buyer's sole cost and expénse, shall
pay for the gavenmantal fess, charges and taxes; which
are payable in connsction with applying for the
Entitlesments and for the cost of the plssini’ng,
sngineering ‘and architectural services necesbary to
prepare the submittals which tha applicaﬁon
procedures require.
(11} Pefinition of “finally approved”.
used ilv this Agreement the term “fingl” or "finmlly

‘approved" shall mean, wilh respect to any Entitlement that

{2} the necessary governmental agency which is raquired to
approws an Entitlement shall have approved the Entitlement

and such approval shall be statsd in a resolution adopted

by such agency and cextifisd by the sscretary of such
dgency and (B) the time period for filing or sntering any
administrative or legal appeal from or objsction to the
approval of an Entitlement shall heve expirsd withoiit an
appeal or objsction heving-besn filed or entered, or, if an
appeal or objection has been filed ar entsred, that the
procéedings on such appeal or sbjection shall have been

NIR000134

3009




et

e

/-) Ay oy e ..}

terminated "With bhe Ydpfroval of the Entitlement being
vpheld substantially 'as initially approved,:and the time
period for filing or entering any administrative er lsgal
appsal from the upheld declsion shall 'have explrsd without
further appeals or objections ha¥ing been made. . .

{4iidi) Business Plan. Ssller acknow_‘.edgﬂs

that
Buyer intends to p?‘epare a business plah (the. “Business
Plan”) for the development.of the Project as a high-snd
resort and residential cemmunity and that, as of tha
agreement Dats, the work nscessary to complete the Business
Plan has only just commenced end iz therefors in a
preliminary, formative stage. Buyer: cdovenants, howewsr,. to
use diligent efforts to cesmplete the.Business Plan prior te
the Review Periocd Rxpiratlon Date and to submit the -
completed Business Plan to Seller for review and approval.
The purpese .of granting Seller 'the right to review the
Business Plan is to assure Seller that the Business Plan
does not differ materially from Seller’s exis+ing :
development plan for the Projsct taking .into account that
the Business Plan will likely include high-end resort and
reslideptial community fsatures, which Seller hereby accepts
and approves, such as a slngle family lots, home units '
which may be free-standing and/or attacBed, hotel units,
units to be sold and integrated into a rental pool, time-
ghare and/or fractional interest wnits, .one ar more .
¢hampionahip golf courses, and Other awenities wproprilate
for a first~class resort. Therefore the scope of Seller’s
2 shall be' Fimitad to determiming

reviaw of the Business Plan
that the Business Plan does not differ materially from

Szller’s sxisting development plan in light of the
variations and augmentations for developing the Project as :
a high-end resort and residentizl community included in the

Business Plan. Selle¥ shell not unreasomebly withhold or

delay its approval of &the Business Plan within the

aforesaid scope of review. Pmless Heller notifiss Buyér in .|
writing of specific objeckionz to the-Business Plan- withig

‘ ten (190} days after Buyer has deliverad the Business Plan

to Seller for reviaw, Seller shall be desmed to have

zoved the Business Plan. Once the Business Plan is
approved, Buyer shiall use Buysr's best ‘reasonable efforts
to exacuts the Business Plan as approved subject to
whatever changes in the Business Plan are necessary'to
respend prudently to actmal market circumstances and to any
chaaged conditions. It is agreed and widerstood that, Seller
is entering info this agreement with the antiaipatien- of

Lol
W
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£rod dioFavdrail "aales enticipated by maid plan,
# safd Businees plan is in anticipation
of a sharing of profita that should reach 426,060,000 for
Sellerts share. Said §20, 000,000 is ovexr and sbove the
416,000,000 down payment. Auy Buginess Pplan that shows
anticipated profits to Seller of an amount legs than said .
§20,000, 000 or that shows profits that =sre mmrealistically
achicvable may be grounds for Sellex‘s re;eqtign of said

Business Plan.

. 'profiting
feller s approval o

by Reservatloms in favor of Séliér.-

Lots. From timd to time as final
Subdivision maps mre redorded upon the
Lend, Seller shall hava-the right, for at
least fourteen (14) days prior’ to zslease
of such lots to the public for purchase
to select. and ‘purdhase uwp to a maximm of
seven (7} lots on which no units are
planned for cemstruction for elghty
percent {308} of the intended release

prices

(ii} Golf Membershipe. If Buyer determines that
golf priwileges at any Project golf course shall be subject
to private golf memberships {sach, a “Membership”), then,
Soller shall be entitled tq seven (7] bonorary, membezships,
ile., wehberships fox z
paying the purchase price. But Selle¥ gball be.responsible
for paying pericdic dues, greens fees, aud other charges
which are a function .of the uvse which the holders of esaid
seven {7} memberships make of golf course faoilities. Said
seven [7) hoporary memberships axe .persopal te Seller and

eamable.” Each Mesbersbip shall

{i} |

are pot transferable or red L :
terms and -gonditions as Buyer

in any event be on such ¢
determipes in Buver's sole and gbsolute discretion,
inelnding, without limitation, terms and éopditions as €o
the cost of Membership, tee—time priority, g¢wesns-Ifeas
discounts, pro shop mexchandise digcounts and termination
4P the Membership. Buyer, furthermore, sghall have the
right to detearmine, in Buyex’s reasonsble discretion
sxesrcised in good feith, whethex . to jfmplement, and
thereafter whether to dontinue or terminate, any Membership.
. vam. Notwithstanding the foregolng, but without in any

s right to determine all other temms and
conditions of any private golf Membersiip . program, so long

as

which Beller shall 'be exempt from .

Buyer elects .te implement and’ continue ‘s private.

.
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tra- &5 fembet'ship prograuw Ht ithetPRSFect ‘golf courss, Buyer rhershy

P L s .
agrees that Buyer shall not terminsté withopt cause any of
the seven ' (7} honorary Membearships: hereby granted to
gellar. Buyer is hereby informed .that there are several
life time memberships that were a part of the membership of

the existing Hidder Lakes Golf Course when . acquired by
Buyser is further

gseller and those memberships must remain.
lot purﬂhasefs have time

bhereby informed that various
golf membership rights and ‘boat slip

remaining on
priviieges, Ssller shall furnish a list of said life time
memberships and sald lots ‘purchagsrs with unezmred rights
tc Buyer prior to January 25, 2005. .

{c} Beller®s Coopsration. throughout the térm.of
this Agreement, Seller shall cooperstd with Buyer and with
. Buyer‘s efforts to secure final approval of the
Entitlements. Buyer shall be respomsible for the- peymest
of application and pmcessing fees charged by’ govemeata}.
agencies and for the services of such Advisers as Buyer may
wtilize in connection with the processing for the:
Entitlements. .

{d} Deposit to Seller. Upon the date which 18 the
earlier of {i} the date wpon which Buyer submits its
application to the County for lissuance and approval of the
Entitlements or (ii) the Revisw Period Expiration Date {as
‘the zame may be extended for title review as provided
herein), the Deposit shall be released to Sallsr. .

Buyer abrees to
58T

(2) Discount to Cottonwood Buysers:
offer a 920, 000 discount off any retail purchase pride
estahlishad by Buyer on any lot or home that Buyer
constructs to any person who as of the date of this
Agrsement bad a valid and buylng deposit on a Sottomwood
condominimm, such parties being identified on Sebaddle 3.
Such right to pupchese shall be subject te all rules and
regulations set forth by Buyer ab to amy priori**y systén ,»‘;E
chdosing lots and homes sc that Buyer. im its sols
digcretion may determine who has first choice of such iots
and homes. This discount shall aspply to the first .release
only of lots and homes and if the prospective purchaser
glects not 'te purchase then such right shall, forewvsr be
waived. ¥urkther,, such right shall not apply oxr be used .as’
part of the Founder program, but only to the sale of lot
or homes to the general public ox.a.retail basis. .

Inventory and Bill of Sale, Immediately

{£]

.
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'fé}b&fw £Re’ Agraeuent Date gelbler) -ak: &el],er’s expense,;
shall prepare, for review and f:estinq by Buyer’s suditors
(whose empense Buyer shall pay} = complete and detailsd
written inmventory (the “Inventory”] of all the personal
propexty which the Property encompasees (imcluding; without
limitation, Ffurndture, fixturss, appliances, equirment,.
cars and other vehicles, golf carts, pro shop merchandise,
suppues and accounts recelveble}, The Inventory shall be
based wpon .2 physical iuventory of the.persomaliy which the
Property includes and which shall be conducted in the
presence of an awiditor whom Boyer désignates. Seller shall
deliver the Inventory to Seller for roview at leas\, thirty
(30) days prior to Close of Escrow. At-Close of Escrow
Seller shall execute and daliver o Buyer a written '
certification {the “Inventory Certification”) thes the
Imventory, subject tc any corrsctiens aand additia;ns made
betweén the date Seller first submits the Imventory to
Buyar and Close of Bscrow, constitutes a complete itemized
description of all the persenal property which the Propeity
tnctudes. At Close of Bscrow Seller shsll aslsc, deliver to
Buyer a bill of sale {the ™Bill of Sale”}, which shall bs

gubstantially in the Fform of Exhibit D hereto, comveying |
marketable title to gzid personal preperty to ‘Buyer free

'and ¢lear of any liens, claims, secnrity mterests and

encumbrances.

\§'3
Buyer @and Seller shell prorate and gettle \‘;he

" gperaticns.
allocation of eperating income and operating eXpeuses as of
‘the Closing DPate or as of such other .date upon which they

Buyer é&hall pey fozr Selled’ s inventory at cest,

" may agree.
which payment shall be in addition t¢, thé Purchase Frice;
food  and

the inventory shall include, w*thout linitatim,

beverages, cieth.mg wine and liquor, . fuels, . &nd
maintensnce supplies. The operating aEpenses to be prorited
shall’ include, but not be Limited to, management Lees
pagabla mrder axy appliciéhle - madagement  agreesent,

; watar and. sewer charges, .

costs, .Jpersomnel and payroll ocogts, aud charges for
electricity, gas, telephone and other utilities and license
fees,. Any uwtility deposits (“Utility Deposits”] made with
wtilities providars shall be transferred and .assigned to

Bayer as part of the Property in conslderation’ for the

Purchase Price. If the partiss arg tmable to make a final
reconciliation of aay Utility Depos*ts as of Close of
Escrow, the Utility Deposits shall he- subdect to’ adjustpeant

promptly upon receipt of deposit im’amation sufficient. to

Protocel for Prorating Golf Course

meintenaice, supply -

NIR000138

3013




t-iSsklex, t5hall also

peHhPE oo ket oF said sdjustment, !
as part of the Property, any’

transfer and assign to Buyer,
and all amounts associated with any Preject | go.lf course
oxr

which originated as refindable mewbership’ depoeits
and banguet

initlation, fees;, all out:.ng;. tournament,
membership: fees paid in

deposits, all deposits or
connectiorn with season or annual golf passes or similar
play-privilege programs, and all complimentary play awards
{collectively, the “Aocrued Beposits”). .Buyer shall take
title to the Prcperty at Close of Bscrow subject te the

‘associated with the BAocrued

liabilities and obligations

Depogits. Seller shall havs
the benefit of any bonds securing the

refunds and/or
chbiigation for completilon of the inter®ection ar Lowexr Pack
River Road and Sellexr shall be responsible for any
unfinished portions of that intersection.

. {h} As—Built Plang., Within three (3} days after the
Agreement Date Seller shall deliver to Buyer, in each case
to the extent in Ssller’s possession or in the possession
of Seller’s consultants or otherwise reasonably subject to
geller’s control: (1} as-buillt plans, if any, ,for existing
structures and facilities {(including infrastructure
facilities) on the Land; (ii) maps showing the locaticn of
existing structures and facilities (inclading
infrastructure facilities); and (iii) any other plans and
dravings pertaining to e¢xisting or proposad s ructurc-s and
facilitiss for the Property.

Saller’a Btep~In Rights Buye* shall 'use Buyer’sg

best reasonable cmm'cial efforts, in
negotiating and concluding an institutional loans

for the acqulsition and developmefrt and for the
constr*ction of the Project, to obtain provisions
in the loah documentation requiring the lender to
notify Seller upon the ogcurrence of ac event of
defamit on the part of Bnyer undér &nyr such loan
»and allowing Sellex the right tc-cvre such

dafanlt

<{f)

iy = tion BuYer. At any time betwean the

Rgrsement Date and Close of Bscrow, Buyer, by written
potice to Selleér and Sandpoint, may terminats this
Agreement without liability to Seller. If Buyer dces so
terminate this Agreement, Seller sghzll. retain the. Deposit
and the parties shall have no further liability to each
other hereupder; provided, however, If Buyer-submits plans

all rights to 'amy deposit -
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to the Mty*ﬁbﬁimﬂ, ‘guch plans az:s.gpd q%,but an e
appeal or lawsult is ‘filed that prevedts Buyer from ha
Pinal Approvals by Jawary 31, 2007; end Buyer alects t:o .
terminate this Agreement, then Buyex shall receive'a .0

percentage ownership im the .Property in 2 ratio egumal to

the total amount of all depesits pai_d by Buyer to .

$35, 000, 000,

7. Close of Esgrov.

{a; Time for Close of Escrbw. 'Escrow shall close on
the buzineas day which first occurs after twenty
{23} ealendar days shall have elapsed affer all
the Entitlepents for all the partels which the
Land comprises have been finally appraoved mless
the partiss shall hereafter imtually agres upon.,
snother earlier or later dake. The above
notwithatanding, closing shall ocoarr on ‘or before
June 30, 2086, unless an appeal or lamsuft has
been filed challenging the praject, in which case
Buyer may-extend the closing to.Janmary 31, 2007,
by peying Sellar the sum of §580,000, of which
$250,900 shall be applicable agaifst the Down
Payment at clesing. Bayer &hgll use its best
efforts to, and diligently proceed with, the
submittal of a2ll entitlement documents, pursuing

.the entitlements with the County, and defending.
any actlons challenging the approvals cbtainéd,
Boyer shall have no obligatien to proceed to
close the parchase of the Propefty unless and
‘mnkil all the Entiflaments have beer approwed
and/or iszsued. Seller presently snticipates that
all the Entitlements will be approved apd/cr
issued in time for Escrow to close not later than
September 30, 2005, BSeller rscognizes, howsver,
that Close of Escrow may occur later than
September 30, 2005.  The above notwi thetanding,
the deeds conveying the two lakefront -parcels .
¥mown as Idaho Country Resorts shall be executed
hy sellar and placed in esorow at Sandpaint Title
Company, and tbe release from ¢sarow end .
recordation of such deeds be at such time :
as Buyer determimes in its ,séie discretion, but i
in no event later than Nove—mber 15, 2006. ‘The ;
use of such property during.the period of time : :
the deeds are held in escrow shall be governed by
separate agresment executed. between the Buyer and e
. . . . i [
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(b} Precise Moment of Closing. The closing of the
purchase apd sale transaction which this Bgreement
contemplates and the close of Escrow shall each be deemed
toeecuratthem&ntwhanthegﬁmtéeedf:msdlerto. . ..
Buyer (described in Section 8(b) bélow! is recea:ded in the ’

official Records of the county,

. {e¢} Closing Costs and Prorations. “As-part of the
closing proceedinhgs, Sandpoint shall charge’ the parties for .
various costs apd prorations, allocating them as follows. .
Sekershallbediargadandshaupayfér'my -
transfer and manicipal transfer taxse charged by the Coumty
or other geoverrmentsl agencies) the premtum for Buyer's
title insurance; any montmentation fees; the cost of
recording the grant deed; and ome—half of Sandpoint’s faes
for administering the Escrow. Buyer shall pay for ome—half’
of Sandpoint's fess for administering thé Escrow,

Sandpeint shall prorate non—delingnent property taxes and
assessments as of the date of close of Esorow. Sandpoint
shall allocate any other charges or ceopts which closing the
Escrow entails in accordance with custom ix the County.

{d} Proceedings at Close of Bscrow, TPhis
Bgregment shall constitute joint escrow indtruetions to
Sandpoint. The parties shall-execute ghch additional
instractions. not inconsistent with the pmvisions -of thig
Adtreement as Sandpoint may reasonably request} p:o’vided
however, that as between the partfes, if any conflict’ .
arises betwser the provisions of this Agrdement and the
provisions of amy of Sandpoint’s separate instructions, ) -
than tha pravisions of this Agreement shall control.
Sandpoint “is designated the “real estate reporting person”
for purposes of Section 6045 of the Internal Revenme Code
of 1986, ag- amended snd freasury, megaiation i.6045-4, ana '
. any instructions or settlement statement prepared by
Sandpom shall so provida. S8andpoint shall be Tresponsgible
for filing Form 1099-8 with the Internal Revemie fService.
Beyer and Seller may each submit separate agditional
written escrow instructions to Sandpdint. for Sandpoint's -
diraction and use in administering the closing. - Such
separate additionil instrnctions shall be consistenmt with, '
and shall not contradict, the provisions of this Agreement.
In cage of any conflict betwesn any instructicns which . |,
either Seller or Buyer shall submit efd fhe provisions of -

— . .
—— R .
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prevail and control.

conditions Precsdent to Close of Escrow.

conditions Precedent in favor of Seller. At cr

Bzorow, the following condition precedent .
tsfied: namely, that Buyer sHall have v
deposited in Escrow in immedistely awaileble funds ths sum

of (i) the entirety of the Purchase Price dne-at.closing.

subjsct to a credit for the Depozit, and (i1} Buwer's shars

of g:l—asing coste and proratilons, o,

Conditicns Precedent in favor of Buyex. . At or

8.

{al ,
prior to close of
shall have besn sat

{b}
prior te ciose of EsCrow, cach of the followlng conditions
precedent shall have besn waived by Buyer {any such waiver
apoint} or-gatisfiad:

to be in writing and deliverad to Samw
(i} Seller shall bave performed d11 its
_cbligations hersunder to be performed prior to clesge of
Escrow and Shall not be ip breach of amy representation or
warrauty of Beller made hersin. '

(i) Seller shall bave deposited the following
jnstruments in Escrow: (A} 2 gzant deed, executed in
recordable form, sufficient according to Sandpoint to )
convey marketable fee simpls title to the Property to Buyer
‘ subject enly te Approved Exceptioms: {B} the' General
Assignment, ezecuted in firal form By Seller; and.{C) the
raventory certification asd the Bill of 8als (B}
documentation necessary to relisve Buysr of ita obligation
to withhold tazss from the Purchase Price in accordance
with the Foreign Invegtment in Real Property Tax Act and
any equivalent Idaho statute or regalation. The
documentation For clause (D} of the preceding sentence
shall be reasecnsbly satisfactory in £orm and gtbstabce to
Buyer and Buyer's legal .coumsel. e T

{iii} 7The Entitloments shaill have been
sh the Land includes.

finally

approved for all parcels whi
{iv) saller shall have approved the ‘Business .

Plan. ’

Seller shall have fully fpérfo;med and

+ion work required pursuatt to

-

: {v}
fully paid for- eny remadia

.

. . e

NIR000142

3017




© Sectibn 5 (B} {dwr}
{wi)

. ;

(D] berscf T iE

Sandpoint shalil be ready gnd willing to .

issue,conditicned only upon paiment of the
premimm therefore, lts standard A.L.2.A. policy

of title insuranée (1870 Ferm—B].

together with

such endorsements as Buyer and/or Buyer’s lender

BaYy reasonably reqolre (Including, ‘without
1imitation, a lien—free endorsement}, datad ‘and

effective as of the time

cf. cloge of Escrow and

supported by such policies of reinsurance ma
Buyer and/or Buyer’s lender may require, inesuring

Buyer
Exrice

in the principal amount of the Purchase
that marketable fee simple title to the

Property Is vested in Buyer smbiect only fo
Approved Exceptlons, and insuring Buyer? 8 lender

(1f any)

that the deed of trust securing saild

landerts purchase poney loan te Buyer 8 a .Lien
of first priority against the Bzoperty. .

{vii}

Buyer and Selisr sghall have completed the

prorations and inventory as contemplated in Sectioh 6{g}

akove.

{vidi}

)]
{ixz} |

Buyer shall have received estoppel
certificatesfrom sach of Seller’s
consulitants wha Buyer shall designate,
dated zs of the date of Close.of Esorow.
and otherwise satisfactory to Buyer and
Puyer‘s legal counsel in form and .
substance, certifying that work which such
congultant has done in connection with the
roject, describing any work.which ig
anperformed under the consultaptis .
contract with Seller, certify‘mg that “tha

consultant has completed the scops of work

specifisd in 1ts comtract with Sellsr and
- has been fully paid for its sexvices in
connection with the- Prmpe:cty {or,. Lf ths
contractor has not completed its work
and/or has not been fully paild, deseribing
{x) smounts billed fo Sellexr and pnpaid .
under such contract; (B} amounts accrued
but mnbillad, and (C} the cost to complete
work ye+ unpa*»formad under th° ccntract)

:

There shall havs been ne material adverse o

»

._‘—’_E%*—-

NIR000 1 43

3018




-changes to“the pﬁyafq:a-l tondition of ox. title to.the -

. "“1 L3 ',:"f"!_'i‘ ’ - . - a '-.' - =
p .4;,._,.!_‘.,}.,_ . - e

ewlo
Property betwean the Agreement Date and the Close of

Escrow,

(x} ffective not later than Close of Escrow,
Seller shall have terminated the employment in
comnection with the Property of all employees of
Sallexr or eof any affiliate of Seller and ghall
have fully paid all such employees all
compensation due te such emplovees for such
employment through the sffeqtive date of their
respect*vu temmirations, dncluding all benefits
to which such smployses are entitled, pafmll

taxas and W“Ltnnoldz.ng taves.

Selier shall have deliverdd to Buyer
the will serva lefter required in
Section 11 {3} below.

Seller shall have secured consents from '
Mr. Berry aend R.E Loans LIC, '
respectively, for transfpr of the

Property to Buyer wpon® the .

understanding that Buyer will accept

title to the Property subjelt to the

deeds of trust which secure the Berxry

Not# and the REL Note and will hacome

rasponsible for the paymenfs dne under

sald two promiszsory notés. Buyer agrees

to pay tc R B. Loaus ILC ohe point for

the assmmption of said lean ©

{xi}

—
il
T
(X}

(x11i} Mx. Berry shall bave agrsed to a
. ) modification of thé Berzy, Nota teo
" provide that the Berry Note shall be .
payable on an interest-only basis, with
inastallments of interest paysble
monthly/ quarterly/ apnBally in. arxears.
_with all awomnts of principal -and
interest due, under the Berry Note
payabls in full on or before the third
) snniversary of tlose of BscCrow.
{xivy) Buyer will waivs the entitlement
contingency on the lakefront property ’ :
and close on all the property upem - S ;
receipt of eptitlements on .thé mountair . : |
and golf parcels, all undet the :

1
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bt .S lemdFremes a2s outlined .’Ln' wthe,, ﬂlic :
o ataendment and Seller agrges to

same, and the closing of sudh la’cefrom: -
parcels 8hall occur as described in-

paragraph 7{a} above.

{g} Failure of Conditions, ‘If any one or more

of the conditions precedent fm favor of Bujer ‘listed above
in Ssction 8({b} shall not be walved by Buyer or satisfied,
Escrcw shall not close, and Buyer, at Buyer's solé and

xclusive electlion, may either (i} unilaterally extend the
z.ime for close of Escrow for such reasonable period as in
Buyer's comméroial judgment iz sufficlent for pérmittimg -
.satisfaction of any suck failed conditien or (if) hy ’ ,
written notice toc Seller and Sandpoint téxrminate-this : o
Agreement snd the Escroy. Zhereafterthepm:tiesahall ’ ;
have no further obligations or lidbilities to each other
heremnder; provided, however, if Escrow fails te close by
reason of the default of Seller wnder this Agreement, Buyer
shall bs entitlzd to immediate return of the Depesit in
immedibtely avwallable funds and to exercise, singly or in
any combination, any and all rnmed:ms El‘i/allcable to B‘L.;{°" ~t

law or in equity. L
5. Ligquidated Demages. IX BUYER HAS mIVERED THE
ACCEPTANCE NOTICE msmmrmmm THE
CONDITIONS PRECEDERT IN EAVOR OF BUYER.HAVE BREEN mb BY
moxmmm,mmmmmmm
PURCHASE PRICE 10 SELLER AND DOES NOT CLOSE THE ESCROW IN
ACCORDANCE WITH BUYER'S OBLIGATIONS UNDER THIS AGREEMENT,
BUYER AND SETLER AGRRE THAT THE DEMAGES TO SELLER WOULD BE
. DIFFICULT AND IMPRBCTICAT ¥0O DETERMINE. ACCORDINGLY BUYER
AND SELLER HAVE AGREED TO FIX AS LIQUIDATED DAMAGES THE
AMOUNT EQUAL TO THE PLAN SUBMITTAL PAYMEWE OF WO HUNDRED
FIFTY THOUSEND DOLLARS ($250,000). BSAID AMOUNT SHALL BE
RELEASED AND RETAINED BY SELLER AS LIQUIDATED DAMAGES ‘AND . .-
. SHALL CONSTITUTE SELLER'S SCOLE BAND EXCTOSIVE REMEDY ¥YorR - .
BUYER'S FAILURE TO PURCHASE THE PROPERTY, THE RETENTION OF
SBTD AMOUNT BY SELLER AS LIQUIDATED DAMASES IS NOT INYENDED .
" AS A FORFEITURE OR PENRETY: :z*zsmmmxnmmnns. .
LIQUIDATED DAMAGRS, SELLER AGEERS THAT SATD ANUUNT AS
LIQUEDATED DBMBGRS SBATLL BE IN LIEU OF ANY OTHER ‘MONETARY
RELIB? OR OFZEER REMEDY, INCLUDING, WITHOUY LIMITATION,
SPECIFIC PERFORMANCE OR DEMAGES TO WHICH SELLER MIGHT . .
OTHERWISE DBZ ENTITLED, WHETHER UNDER THIS AGREEMENT OR AT L
IA¥ OR IN EQUITY. SELLER AND BUYER SPECIFICALLY - .
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Srisaseln %

Aéia%owﬁsmza THEIR 'ACKSEMENT TO-THIS LIQUIDATED. DEMAGES.

A i A

PROVISION BY SIGMING 'THIS SECTION IN THE BPPROPRIATE SPACES

BELOW: .
‘Beller's signature Buyex's sigoature

Horth Idahe Resorts, LEC . Pend Oreille Bobner
Investmentd, LLC

By Villelli Enterprises Inac. : R
Managing Member . .

. BY .

Chip Lq Bowlbg
hemDer

President

13. Seller’s Covenants,

<

s {a} Insurance. Thrgughout‘thle term of this
Agreemert- Seller shall P‘eny in effect 21l exishin
insurance on the Prmt ¥ in effect, which shall inclmze-
at a minimum, =z eanprebe:zalve gemeral public liability
policy with 2 e:o:bined angd single ocourrence coverage of at
léast One Million Bollars {%1,;000, OOG) : . . .

L (b} HNew Transac;lon& Througheut t‘ae term of . . i

. this .
Bgreement, Seller sh&ll not enter or extend any exlsting
angements Wwhich

leages, occupancy agreements or otber arrs
confer euy posgessory rights in the P_roperty wpon third '

partiss, or grambt any ecasements or ether rights which world
constitute exceptions to’ title to thé Property, or gramb or:

guffer any liens or encumbrances sgainst the Property on

account of mopetary or other- abligations of Sellex, ox o,
increase the amomnt of sny indebtedness sefured by the . . .
Property on the Agreement Date unless such increadsee occor-

in the ordinary course of operating the ongoing. business .

and provided that any such indebtedness, obligations shall ’ -
. be the respoﬁsib:.lltv of the seller. T -

g (¢) Existing Transactions. throughout: the term ;
of this Agreement, Seller shall timaly?and fully perform . . .
the obligatiaas of Seller under any. ex:.s:ing leases, K
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& 28k PRt E A Than adrecment st :securify, instrments (such a6, .z Ttre s
mortgages, deeds of trust, and Uniform Comiercial Code R

Financing statements and security agreements), bonds or .

other agreements affecting the Property and shall.take such

actions and enter such Ffurther agreements ss are necessary

to enable Seller to cause all such existing agreements to

be termimated at or prior to close of Escrow.

{<} pelivery of Possession. Immediately upon
glopse of Escrow Seller shall tender delivery of possesgion
of the property to Buyer, fres and clear of the. occupancy
of any third persorns oz shtitiss and free and clsar of the

psrsonal property of any third persons or entitiss exeept

these persong occupying RV spaces at Idaho Country resorts

shall have until the later of (i} September 30, 2005 and

(i1} Close of Escrow to vacats their spaces and  manager of

said resorts shall be allowed to remein on premises upetl -
given S0 day notice Ly Buyer after Close of Escrow. Seller .
ahall be responsible for camsing occupants of the'RV spaces ’ :
to vacate by not later than the latet of (i} September 30,
2005 and (11} Close of Bscrow and, at Closs of Escrow,
shall provide Buyer with a written agreement from the
resort manager agreeing to vacate his premises upon receipt
of a 8¢ day notice from Buyer. :Sellar shall have caussd
any third pergons or entities full_f to heve vacatéd the,
Property by the close of Escrow and to bave removed any

personal property belonging to smch third persons ox .
a1l risk of material or immaterial less ‘and o

entities,

demagé (including condemmation ef the Property) by casualty

. or other cause shall be and remain with Seller watil close
of Escrow. Upon close of Escrow all risk of material and
immaterial loss -and demage to the Property shall pass to

Buyer.
. ' {i} If any damege or destruction to any of
the. Property cocurs prior to Closing (including the

destruction of natural vegetation by fire}, Seller shall
e or . .

immediately give Buyer written notice.'of such
destruction, and Buyer shail have the opfion, exXerci sable
within ten (10} days thereafter either. {A} to temminate
this Agreement, in which case Sandpoint shall immedistely
return all documents, instruments and mopies teo the pParty
which deposited same in respect of the Closing and Sgller
‘shall immediafely return to Buyer the Deposit; or (B} to
accept the Property in its conditionm at that time, and to .
roceive an assigmment of all of Seller”s rights to any L
insurance proceeds payable by reason -of such damége or .
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desELHEELSRA. PIERNE commensurate. reéncgian_‘.}&}bg gm:chase P
If Buyexr B

Price for loss over and above Iasurance pr
elects to proceed under clauvse (B} absve,- sgl,ler ghall not
compromise, settle or adjust any such.insurance claims .
without Buyer’s prior written consent. ’ )

{ii] If prior to the Closing all or any
portion of the Property is subject to an actwal or
threatened taking by a public anthority, by the power of
eminent domain or othérwise, Buyer shall have the right.
egseriisable by giving written notice to Seller within tes
(10} days after Buver’s receipt of writfen notice of such
taking, either (A) terminate Escrow, in which case EsScrow

I3 instramenta

Holder shall immediately returrd all
snd moniss £o the Party which deposited same in redpest ¢f °

the Closing and Seller sball lmmediately retuwrn to Buyer
the Deposit or (B} to a2ccept the applicable portion of the
Property in its them condition, and to. raceive an .
agsigmment of all of Seller’s rights to any condemnstion -
awerd payable by reason of such teking. If Buyer slects to
proceed nnder clause (B above, Sellér shall not
compromise, settle:or adjust any claims €o such award
without Buyer’s prior written consent. ’ ‘

: fe} Disclosure Statement. Within five (5]
business days after the Agreement Date, 8eller shall
deliver to Buyer a written statement. (thg “Disclosure
Statement®) ‘in whick Seller shall set forth in ftemized
fashion all information, facts and circumstances of wb.ich
Sejler ia aware {or by examinatich &Ff Sellar's recorés and
othér information availeble to Seller could becoms aware)
concerning the metters emumerated below in this Section
i10fe}. Thereafter, throughout the term ‘of this Agreement,
Seller shall update and augment the Disclosure Sz-atememt by
notifying Buyer fn writing of any information of which -
Seller becomes aware which edds to or is contrary to
information that Seller bas previously privided to Buyer.
To the extent that Seller does not provide eny information”
£o Buyer regavding any matter epumeratdd below in thds -
Section 108{e}, Seller shall be deemed to have represemted
to Buyer that Beller has no knowledge regarding such
matter. SeXlsar acknowledges that Buyer intends- to rely om
the information which Seller providea to.Buyer ptrasuant to
this Section 10{e), that the reliability of saild .
information is a material indocement to Buyer to enter this
Agreement and to perform Buyer's obligations bereunder, and
that Buyer's right of relispce and Seller’s represemtation

t= 1=
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‘for those matters idemtified in the Report and/or the

2 Eooa conservation easement or other land use arrangemsnt

for & violation of, any federal, state or .lecal law,

‘Property including but not limited ko soll and ground watsr

ver avem »
. . "
A + pe ey Ao
Al i - ’J-;___L_.‘d*
}

shall survifswdfdfbésentorteable after. the. gloss. gfplsgrow, e
Seller shall inform Buyer with rc;'»specj: ,to the
following matters regarding the Property:. o

{i) Whether 3=ller's interest in the
Property is anything other than :.be simple tifle to the

Property.
. (ii¥ Whether there are any mortgages,
liens, encumbrences, leases, tenancies, security inter
covenants, comnditions,.restrictions, rzghts—o..—wav,

easements, Jjudgments, and rights of succession, optioms, or .
any other matters affecting titflie to the Property, escept - . - :

ests,’

urvey.
{(iiij; Whéther the onnerty p*esen*l
coasw*“s of one or more legally snbdlviaed paraels '

{iv} Whether any of the Property is subjs-ct

which precludes or restriscts the dev=lmt and sa.}.e of
the property for commercial purposes. )

{v} Whether: (A} the Propsrty has been oz
is in viclation of, or has been or ls under ,anes*‘igatlon

.

ordinance or regqulation relefing tc industrial hygieme or
to environmental conditions in, at, on, ender or about the . -

conditionsy (B} ‘the Property has been subject to, or is

within 2000 Zeet of, & deposit of Bazardows Materials; (C}

Seller or any third party has used, genez:a‘!:ed,

mufactured, stered or disposed in, at; om, under or about' )
the Property or transported from the Prppert;_r any Hazardous

material; (D} thers has been any dischaxge, ‘migration or

release 6f any Haszardous Meterial from, imto,'on, ynder or.,

about the Property: (B} any mmnderground aad/or above—ground

gtorage tanks currently exist or have existed in the pagt

on ‘the, Property; and (F), K whetber any shooting ranges

{including -target ranges, skeet or trap ranges, and the

like] currently exi.st or heve existed in the past on the

Property and, if so 'in either case, :Lndivatlng the lor'a‘do

of each suc:h shooting range. . ,

{vi} Whether there are any» seismic safety
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v TV problams ré.
suspected famlt lines and fanlt zones underlie and/or are

. development of the Propsriy.

" before any federal, state or local agency, or other

-

rélating P MNP fperty, and/or, i@ﬂz&m‘skm

located in the wvicinity of the Property.

(vii} Whether there are any endangered or
threatened species or protected natural habltat, wetlands,
Fflora and/cr fauna on the Property or lands adjacent to the
Property or any areas that are or could be design&tad as

wetlanhds.
Whethex any portion’ of *‘hé ‘Property

{viii}
is located in a flood zome.
{iz} Whether there are a:ny exisking,
proposed or thréatened eminent domain ¢r condeination
tions or assessment district -proceedings relating to the

Properiy. R
{x} Whether there are any facts or "

ciremstances that wonld preclude Seller from delivering

fee simple title to the Property to Buyer at close of

Escrow subject only tc Zpproved EXcepti.GBS ,

. (xi} Waether there is any gove“nmental
po‘ iey or action precluding or inhibiting (A} isbuance of
adn.ng' or building permits, (B} spprowval of preciae
engineering plans, envirommental impact reports, or
tentative or Final subdivision maps, (C} fdsuardce of
certificates of ocoupancy, or {D; issuance of watdr, sewer,
or other utility connection permits a‘focting ﬁhe Property.

(x1i} Whether there arse any new deveiopmexri:

faes, impact fees or other fses, and/or indreases therein,
which will be levied {or are under consideratisn by any .
govermmental agency or 'body] in comnection with the e

iziii}., Whether there is 'BRY agti:x‘er suit oxr

proceeding pending or threatened against oxr’ afsfec:tmg the .
property, or any portion thereof, or relating to or arising . \
ocut of the operation or. the use thereof, in any court or )

governmental instrumentality.

(xiv)! Whether the Property ils.not in

compliance with all applicable govsmmentau la.{:s,
ordinapnces, rules and regulations, including without
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}

e d"*"’riﬁmtion ‘Such as cond@o¥Barardons: Materials,
buflding regulations, and all licenses, permits and . other

governmental approvals and/or author;zatlors re .Latz.ng to

L

the Property,
- {gv} Whethser there are any approvals and
consents necessary in connecgtion with the ezxecntion of this
Bgremt by Seller or the performence by Seller of
Beller's obligations undexr this Agraement that have

been cbtained.

not

txwi} Whether this Agr:emt or énything to

be done under this Agreement viclatesy or will vielats any
contzact,. decoment, agreement or mm: to whick Sellex

is 8 party or by which Seller ig bommd.
{xvii} Whether any of Seller’s Documents is

inatcurate or wmisleading in any matarisl respect, and
vwhether any of the agreements to whick Seller is.a party
and inclnded among Seller®s Documentd is not a true,
cdrrect and complete copy thereof or is not binding upon

Seller.
Whe‘“he** there aré a.ny
archaeclogical .~
featurds and/or remalns on the Property, and vhether thers
are any cemeteries, burial yrounds ¢r bther Native z*nne::i-':m
gites on the Property. . Lot
Release of Optfons and '-R'i'gﬁts of First

fxviii}

(£}
Refusal.
Wot later than Ffifteen days after the date of fhis
agreement Seller, at Ssller’s exclusive cost, shall caise
any purchase options or righte of First refusal or any
other rights to acquire & legal or equitable interest 4h
all or any porticn of the Property, which presently exist

in favor of emy third party,. to be reléesed, terminated apnd

extinguished (but subject to the provisions of 8Sectiom
11l(h) below. To the extent any such righf: exists of
record, Seller shall cavse the right to be terminated of
record. Sellsr shall indemnify, protget, defend, and bhold

and save Buyer bermless from and against any failure of
per:!arn the covenant gset forth in this Section

Seller to
194{£}. ]
11, Sellexr's 'Represéntatidxis and warrar.tles
hgreby makes ‘the follbwing, zapreaaptatiem - and

Seller = ,
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R R  Bufer,-

which" “shadd- Sugyige. the Clase (X ST
Escrow and be enforceabls at all times thereafter,

" {a)} Seller’s Auntharity. - Sellex i3 a
Timited liability company duly formed and in good standing:
wndexr the laws of the State of Idaho, Sellér or Seller’s
pattners own marketable fee gimple tifle to the entirety of
the Property. S8eller has the legal power, right and
authority to enter into this Agreement amd the fustruments

referenced hersin, and to consummate tﬁa . transaction

' oontan@&ated in this Agzeenant 3

b} No. Conflict. The exzecution and
delivery of this Bgreement snd the gonsumation of the
transactions contemplated hereunder on the pait 'of Seller
do pot violate aay applicable 1law, ordinance, statute,
rule, regulation, oxder, decree or Jjudmment, confliict with
or respit in the breach of any wmaterial tems or ‘provisions

of, ©or censtitute a default wuader, or  vesmii .in tne
creation or imposition of any lien, cﬂzarge, or encumbrance
1pon the Propexty or any -other assets of Seller by reason
of the termis of any contract, mortgage,. lien, * lease,

instrument or Judgment to whick

- agreement, indenture,
Seller is 'a ‘party or whiech is or purports to bé binding

opon Seller or which oitherwise affects Beller,: which will
not be dischgrged, agpumed or released at the (Close of
Zgcrow. No action by any federal, state or municipal or
other doverpmental depe.rtnent, mission, board, bureau or
instrumentality is necessery to meke this Agreemeat a2 walid
instrament biading upon Selle._ in sccordance wi»tb. its

terms.
o3/ Pea'digg Actions, There ,ai'e no pending
or threstened actioms, swits, arbitrations,. claims; or )
proceedings, -at law, in equlty or ofherwise, ‘affecting, or
which may affect, all or any porticn of the Property or in

which Seller is or will De a party by reasqn of Seller’s
‘buf not limited  Eo,

owpership of the Property, including, .
olpal or administrative proceedings in

© 4udicial, moni 3
tollection or bankruptcy agtions or

epinent domain,
proceedings to establish a new assessment district er

increase thes assessments inpoged by an éxisting- assessment
zoning change, woratorium ‘or othed government

-distrist,
policy or practlce which affects the Property or Buysr’s

ant

icipated Gevelopment of the Property.

(3} viglatioms. Sel,ler’ has - received mno .
notice of any allpged building eode violations, health and

5

e

g
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- safety’

‘Seller

‘whether contractual or

e . . ' —————

I
) 3

Widka popsT #amd *federal, st:e.t.g o»;\,,ka.oqai agency
actions regarding  envircomental wabtors, = federal
envirommental protection agency or zon.ing vieLatians

{e] Consultants” Work Produc;t Exc:ept. as

provided in Section 6{ej above, afkter Close of Escrow Buyer

shall have the right to use all work product produced by or
for Seller prior to the Close of Escxow with' rsapect to
soils, emgineering and architectural work, af no additiohal
cost to Buyer. <The Purchess Price is- considezation for, and
the Property imclodes all such work predoct. Seller
represents and warrabts that (i} ail Sellexfs contractas
with its consulfants are Listed on Exhibit E heretor (ii)
all amounts due to consultants for ‘E:heir work product umder
s3id comtracts have been paid in ful] by Seller through the
date of this Agreement, and amounts whHich .accrue hereafier
ghall be paid in full prior to Close &f Esgrow, other ,than
miscellamecus reimbursements which 8sller covemants to .pay
on or befors the Close of Esarow; {iii} no further amoumnts
ar due to any consultant, other "than wmiscellaneous
remu?sements which Seller covmants to pay on or before
the Close of Escrow, (iv) neither Seller nor amy other
pa*"ty to any of said contracts are in. gefault . thereundsr;

{¥#) 211l work tc ke performed under said contracts has besn

completed -or will be complsted prior to Close of Esctow:
and {vi) that mo consultant has £filed 2 llen against the
Property con azccount of work such consultant has performed,
agrees, at' Closing, to adsiin to Buysxr a2ll of
inciunding, withowt limitation, all
represantations and ,.indermities,
statutory @ (collegtively, - the
“warranties™), under  szid contracts. If =any -of the
Warranties or any other rights assigned to Buyer’ pursuant
to the foregoing are not enforceable by Buyer, or if Buyer
is not naméd as an addltional inspred on any policy of

ingurance for whkich &ellsr was X
insured by the contracting party, inder any of ' asaid
conkracts, then Sellier shall, at Buyer's réquest, exercise

good faifh efforts to emforce [y} such Warraptiss or other
or {z} Seller’s rights

riéhts for the benefit of Buyer,
vnder such additional insured endorsement Ffor the benefit
provided, that Buyer shall

of Buyer, =zs the case may be;
pay Ssllex’s reasonable out-of-pocket costs incurred in

such enforcement efforts te the extent that Buyer would
incurred such -costs had such . Warragties Oz other

Seller’s rights,
rantess, warranties,
gua

havs

rights been snforcesble directly by Biz_yer or had ‘Buyer been

named as ean additiomal ipsured with respect £o “work
- v )

Y

added as* an additional -

"o

e

Tefay
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" Release”)

}

£y Bhe *

' pepforned wndit InesEpHect: Bocoments. - ‘They, ke oL, B
foregoing provision is’to put Buyer and Seller : same
been in vhether or not the

position fThey would have
Warranties or other rights of Seller bedome ecaforcesble
directly by Euyer or had Boyer been named as en addifiomal
insured on any policy of ingurance’ -for wp.ich Seller was
added as an additiomal ’ instrre& to  the third _party’s

insursnce.

£l © Ri . !'he::e are’ no lessSes,

oooupancy ' agreements or “other arrangesiénts ‘which confer any .

possessory rights iz the Property on third parties and

galler shall deliver the Property to Buyer at the Close of.

Escrow free of any and =all third pasrty. eccupancy rights
" except for those at Idaho Country Resorts &eaer:ibed above,

Hazardons Materjals. .There are no Bazardous

: {gl
Materials present om. in or under the Property., There are

chemicals and fFfuels 'stored for golf course maintenance

pPIrposes,

{h) Binding Obligations. - This Agreement -
-con.stitutes the 1legal, wvalid and binding cbligation of
Seller enforgesble against Seller in eaccordsuce with its
temms, except to the extent that soch enfiordement may be

lisited by appliceble bankruptcy, insolvency, moratorinm
and other principles relating to or limiting the rights of
contracting pa.d:ies gmally. . Neither this aqreenent nox
the consummation of any of the tranagations cmtapl&eé
hereby violates or shall vicolate any . pro!vision ef any
agreement or document to which Seller - is & party or fo
whick Seller 1s bound. FNo consent from any third party is

reguired before ang ‘ef the Property wsy be conveyed €o -
Buyer. Buyer acknowledges. thit the Moose Mpuntain property

is encumbered by & first right of refusal -and & profif
sharing restriction in favor of IV IGC. Seller cévenants
to attempt to obtain a reéel¥dase ‘{the. "Moose , Mcountain.
of said right of. firet refussl dnd xestrietion,
executed in recordable form by IV LLC,  which shafl be
satisfactory to Buyer in form and , and to deliver
the HMoose Mountain .Release to Buyer not lates: than fifteen
days from the date of this agreemént.. If Seller fails to
deliver the Moose Mountain Release 'to Buyer by sadd date,
Buyer shall have the right to terminate this Agrsewent. ¥or
purposes ©f this agreement and for purposes of presenting
holder of the first right of refusal; ‘the burchese price of
Moose Mountain shall be $7,400,000. . Notwithstanding,

Saller covenants to preset}t and disclose  this- Agresment in -

* y .-‘ '; coe. e ',- “"
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(i} No Insolvency Candit.ion. -Neither
gellsr, nor sany entity ©or persen that directly or
indirectly owns or confrels Seller is’ bankrupt or insolvent
ynder any applicable Pederal or state gtandard, nor has any
such party filed for protection er .relief under eny
applicable bankruptey or creditor protection ptatite nor
pas any such party beén threetered by creéz.tpzs with an
iavoluntary applicetion of any applicible bankruptcy or
creditor protection ‘statute. Seller is not entering into
the tramsactions described in this Agreement with intent to
defraud any creditor or teo prefer the rights. of one
creditor over any other. Seller and Buyer have wegotiated
tBis Agreement at arms-length and the comsideratiom to be

paild represents fair value for the’ assets.

{i] No Hook-Up Fees. BSeller (or its affiliate VP
Inc.} owns thé domesfic water and sanitary sewer systems
‘which serves and-will serve the Project. Szid systems
prezently have approvals ‘to provide sufficient and adeguate
service to the Project for 326 wnits. . At Close of Escrow .
letter for 328 upits to

Seller shall deliver a will serve
Buyer less .whatewer hook-ups have already been provided fo

the existing Hidden Lakes community, which shall reasonably
acceptable to Buyer in form and substance. Relther Buyer
nor agy perty who purchases a lot or residential¥ umit in
the Project from Buyer shall be regquired or have air_yr
obligation to pay any hook-up fee to Sel ler or Lo any other
party as.a condition to regelving water and senitary sewer
- services. The existing systéms mey be expanded wpon the
issmance of proper govermmental approvals (by exteheion of
' the existing pipelines and provision of additional lagoon
and land application capacity) to provide. suffitient and
adequate service additional units, in egcess of the
aforesaid 326 uwnits, specified in Buyer’s Business ?lan,
provided, tlzg foregoing representation and warranty'
ralating to service for any such additicnal mmits iz mads’
subject teo the understanding that S8sller shall not be
regsponsible for the gogts of expanding said systems to
. accommodake any such additional units. Buyexr ackmowledges
that the abkility to inurease capacity is sobject to
governmental approvalg and that Buver must finance any such
expansion. VP Inc,, which owns and operates the existing
‘water and sswer facilities, is an affiliate of Seller.
8eller therefore hersby represents, warrants and ceovenanis
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ih B pulde $BAL VP Inec: - willsonitér $hbf any a’greements,- Chatahoal v o1l
exacute any land use entiflement appltcations, end grant e .
new rights of use or ezsements and remove any existing . L.,
rights of use and easemente {such as. for sewer line,. water’® -
tine and lagoom nse and land application} necessary or ’
ngefol for the system and the development 'of the property . :

by the Buysr. Bu_{ar hersby represents,. warrants and
Inc, that Buyer will ehter inte amny

covenants to V&,
agreamemts,. cxecute amy land use entitlement applications,
end grant rights to vse and easements for sewer lines,

water: lines and lagoon use and land applicatmn necessary

or ugefnl for systew, .

32, ISdeimnity, Aﬁallt.inqsf_mnaadaftgrz.he
Agroement Date fsller shall iodemnify, protect, defend, .
gave and hold Buyer harmless against any ad all claims,

losses, expenscs, damages, liabilities, and causes of
action which Buyer may suffer or incur at any tims after

the Agreement Date in consequence of ahy breach or default
onthepartof&ellermderthiskgrealentmd/mm :
account of the failure of Seller to perforz any cbligation
of -8ellsr relating to the ‘Property which obligation first
ariges prior t5 the ©losing Date Renemnder. From and’ after
Close 'of Estrow, 'Buyer shall 1ndenmify, protect, defend, -
save and hold Seller harmless against eay and all claims,
losses, expensed, damages, lisbilities, and csuses of -
actibn which Feller may suffer orx incur in congequence of
the failure of Buyer to perform ahy-obligation of Buyern. -
relating to the Propexty which obligatian firgt arises

after the Closmg Date harnunder. . '

12  Notdices. AII notices reqnm:ed hereunder shall be
in writing “and shall be delivered by personal delivery,
commercial couriar, by facsimile transmission (provid.ed
that receipt is confirmed hy tolephone or otherwige); ‘or by
maiking such notice by first class mail,. certified, potumn
receipt raquested,- postage and fees prapaid addressed ag

follows: . .

. N .
.

SELLER North Idabo Resorts, LIC

_’l‘o Both
c/o Hidden Lakes Golf Resozrt

151 Clubhouse Way -

‘Sandpeint,’ Idgho 83864~
Attention: Mr. Ric*tard Villallx‘.
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. Teléphone: -, 629&}7»%'}5-45?& ey e L

+

Facsimile: 68; 255—-4498 }
Eee Deierling o ’ .
Villellt Enterprises Inc.
1001 W Bhittier Blwd. . '
La Habra, CA 98631

Telephome 562-697-5000 . .
Facsimile 714-5260212 :

"Pend Oreiils Bommer ,J;avesmenﬁé; LG

BUIRR .
Fo bot!z: o . . . -
" 6500 South MoCarran chlev%md L
Suire 010
Renc, Hevade 895&9 ’
Attention: Chip % Bowlhy *
Telephone: {7I5) 3246300
Facsimilsa:s {7758) 324-6322
278F Blug Ierkspur, lane ' i
HMonterey, C& 93540 ’
Attention: Ch a es #. Reeves
Telephone: e §831} 658-0395
) Facsimnile: . "- {831} 642-3179
With = copy tor
#illiow W. SBterling, Esq..
1821 Shorelisme Highway
Sausatrifto, CR 94965 y
Felephons . 1415} 381-6455
Facgimile T (815} 388-9615 .
' SANPPOINT .
Sendpoint Title Iusurance Ine.
126 8 2™ ave .t ‘ -
Sendpoint Idaho 83864 -
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X4 felsphone 288-263-2222 0 A% T en g
Facginile 208-265-4040 ’

or to such gther addz:ess as cithex- pa.rty mey designate by
written motice to the other. All notices shall be deemsd

delivered wpon actual receipt or refusal of dslivery.

14 Broker's Conmigsfon, Seller has wused the
services of one or more finders, real estate brokers and/
regl estate galesmen i connection with the purchase and
sala of the Propertyp Seller shzll be exclusively . .
responsible for the payment of aay fees and commisgions
owing to such perscus. Buyer represents and warrests to -
Seller that Buyer has nol engaged any perxgen, Limf or . -
entity to represent it in commection with the purchase and

sale of the Prugerty. FEach party shall J.ndemnify and hoid

‘the other hermless against emy breach by it of the

Foregoing represantat'ron and werranty.

' 15, ‘Nomimee. At any time after e Agreement Date
¥ay assign ahy or all of its right, title and

: in and to this Agreement to. amother party or .
paztiés {collectively "Bominec®} each of which is, dfrectly
or-indirectly, an affiliate of Buyer and/or- any of Chip E.
Bowlby, Thomas J. Merschel, and Charles W. Resves. .
Provided Fominee shall assume lm writing all the then
unperformed obligations of Bayer uwnder this Agreement, . .
Buyer shall therewpen toally be relieved of zll its ’ .
liabilities and obligations under, and shall be folly. .
relsased from, this Agreement. Buyer shall notify Seller
and Saudpoint im writing upon the occurrencs of any such
asgignment, amnd in the notice shall provide the name, * .
address, telephone aund -facsimile numbers of Nominse, :

168. Confidentiality. Buyer and Seller shald at all
times keep the trausactions contemplated hereby amnd all
Socuments received from each other confidential, except, (a)

to the extent necessary to comply with applicable laws snd
{b} for discussion with.Buyer's Bdvisors, {c}

rsgulations,

as needed to carry ort the obligations of the partiss
heremnder, including, in the case of Buyer, arranging
aquity investments and debt financing for the .Proparty.

17.. Miscellaneous.Provisiops. . . o
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shall not ccnstit:zte a b ng agreement between Seller and
Buyer wntil such time as both Buyer and Seiler have

executed this Agreement by compléting and.signing the.
signature blocks below and by signing and/or mtlaling the
itquidated damages provisions in Ssction 9 shbove.

(b} Governing Law; mduent; Construction,

Thiz Agreement shall be construed, interpreted sand enférced
#n sccordance with the lLaws of the Stafe of Idsho. Zny
modification of this Agreement must be in writihg aad
signed by both Buyer and Seller. This Agreement :
memorizlizes the agreemeinits reached after arms—length
bargaining between Seller and Buyer; the parties and tzxeir

coungal have reviewed it fully and it shall be deemed
Words, phrases, and all px:ovisicms hereof

Jointly drafted.
shall, except as specificelly defined bherein; be

- inberpreted in’ accexdance with thedr ordinary meamings.
All persopal proncins used ia this Agreemént shall inclnde
4he other gendewrs. The singnler shall inclide the plural,

and the plural the singular, whenever and as often as may
“Fhe captiins and headings in this .

be appropriate.

.. Agrecment are for comvenisnce only, arenotpa:t of ths -
substantive provisions of this Agreement, and do not in any
way limtt of amplify the provisions heréof,

(e} Entire Agrecment. This Agxeeaerd: itogether
with any Exhibite hersto} comstitutes the sole and entire .
agrzement between' Seller and Buyer concerning the Pmpertg

anda@ersedesmyand&llpﬁormlormttenagtm}:s‘

ar pnderstandings between thmperta.tningtc the’
transactions contemplated hérein, No representations,

+ warranties or inducements, express or implied, bave been
wmade by either party to the othexr, except&sset forth .

. hetein.

4 Psrti&l ¥nvalidity. -If a com:t 8f competent
"hﬁ.’lsdiutloﬁ shall bold that any provision of this .
Agreement is invalid or umemforceable,. the remainder of
this Agreement shall coptinme in Il "fporee and afifect and
shall in no way be impaired or invalidated. Yhe parties
shal), however, snbstiﬁztef@rtheprovisionkeldéobe
invalid or umenforceable a provision’ which is valid and
enforceabls which spproximates as closely as possible the .
cosmercial and ecopomic intent of the stricken provision. -

S of Angtrument. This Agreemenf, .
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s{xPeoga Egd . (o] . -AbEornsyI§-Feoay - Eigh party sbaa_l,l B dcodtss i v L
separately respousibile for any artornay's fees it.hay immr h
in commection with the megotiation and pmratian of this .

ngreeneaat, any Bxhibits hereto and any other i.nstrments ar
documents meptioned herein, as well as for such fees
If

éncwrred in comnection with the cleoging of £he Escrow.
there is amy laegal action or proceading between Seller and

Buyer to enforce any provisiop of this Agrecwent or fo
protect ox establish any right or remedy of eithér party
heresmder, the m&gmllbeem:iﬂedtoall
its costs and oxpenses, incinding attorndy*s fess end
expert witness, fees, fncurred in counection m.th suck
action and .‘m any appeel tbe::e}:com.

) Cfl Suogeessors and Assigns. mapmviﬁens of
this Bgreement shall survive recordntion of the grant deed

mmumwmmmyzsmmfmsem@to

Buyer? and close of.Eacxow. ﬂiepxovisionsaftms

Agreewment shall ipore t6 the bemefit of and bind Seller and
Buyer ‘and thelr respsctive successors and assigns. -

" g} Further Docwdents. At any time and from
timetcﬁineé‘nziagt&etemofthiskgraeméntaswellas
following the close of Escrow, each pacty, at the dxpense
of the recuesting party, shallezeczzte@zddmm {an’d

acknoviledge before a motary publlc wshere neeessary} suchk
Instroments of tramsfeir and such other documents as the

otherpattymymasmablgze@estor ag axé necessary to
caxrry oot and give effect to the Purposss md &ntent of
this Agreemezxt
. {(h} Definitfon of "business day”. The ferm

Sbyginess dey" shall mean those weskdays on which Bank of
Americs, National Besociation, zs open fox-busipess ta the
public and is conducting its retall hgnking
trancactiony in the State of C&lifm:nia. .

. ) (;U wwmm,m larly Ym:&mtion..

. XE this Egreement terminsfes for smy reason e%her then by .
cloge of Bscrow, Seller and Buyer shall each pay directly
to Bandpoint, upon demand, one-half of eny feeg or other
charges owed to Yandpoint in its cipscities as Sa.ndpoint
and Sandpoint hereunder.

’ (3} Incorporation of Exbkibits. Auy E¥hibit
‘ wentioned 1n this Agreement shall be dee deemed ifcoxporated in
this agreement by reference as though the ;mav:}.sious of the
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LoLoetl tEiddEREt were fully sel; ‘ior‘btrjher,é,@n’.;". i

{k} Memoranduom of thig Agrecment fpr -
Bboordation. Nefther Seller oor Buyer’ ghall cauwse or
pexmit the recordation of this Agreement. Upon the request
of Buyet or Bdller, however; made concurreritly with or at
any time after the executton of this Agreement by both
parties, Buyer and Seller shall execute in recordable form
and deliver to Buyetr and Seller a mémprandum of this
Agreement, in the form of Bxhikit ¥ hereto, whick Buyer and
Seller may record, at. reem:ding party’ & expénse expemse, n

the official Records of the County.

© (i} Countexparfs. ﬂ¢8&@amﬂwwaybe
exacuted in. one o more countexparts, each of which shall
Eeafallybindh:gandenforceablacontzact&ndagzeamﬁt
agaivst the party signing such counterpart; but all such
counterparts shall together constifute but opeugsaatm"

.

. IN WITNESS W}mREuE‘— the parties have sxeouted th
Agreement ag of the Bgreement Date. .

SELEER NORTH IDAHC RESORTS, LLC, an fdaho
: rimtted liability company

By Villelli Enterprises Ina,’
Efanaglng Partper .

00,0 UJM P,

" By Rickard A. Villelli

Pras:L:Ienu

BUYER
ccmr:xany
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CONSTRUCTION AND OPERATING AGREEMENT

‘This Consituction and Operating Agreement (“this Agreement™} is entered into Lhiy

of Jume 2006 by and between VP Inc., an Idaho Corporation (“VP™) and Peud

le Bonner Development, LLC, a Novada Hmited liobility company (* Company™),

This Agreement concerns the construction and operation of the sewer and wafer systems
which VP owns and which arc located on the property (the “Property™) which was
purshased by Pend Oreille Bonner Development Holdings, Inc., 2 Novadn corporation
(“Bayer™), from North Iduho Resorts, LLC, an Idaho limlted Hability company. Buyer
will then sontribule the Property 1o Company. The Property is deserthed in title
imsurance Commitment No. 00041847 dated April ['7, 2006 issued by Sandpoint Title

Tusurance, Inc..

RECITALS

A. As used berein the torm “Systems” shall mean the sanitary sewer system
and the water system (Including potable domestic water armd water for fire prevention
purposes) far the residential, commercial and recreational facilities which Company
intends to develop on the Properly

B. As used herein the term “System Improvements” shall mean all
improvements nccessary for the consiruction and operation of the Systems including,
without limitation: a structure locatsd on the Property containing sdequate space for the
aperation and monitoring Systems services, stornge fucifities, undorground main
collection and distribution lincs, pumps, wefls, casings, molors, screens, pitless adaptors,
hydranis, vaives, sensors, efecirical liney, septic tanks, meters, landscaping, risers, vents,
lagoons, power service, putnping stations, tand application equipment, sensors, monitars,
sending units, sprinklers, five hydrant lines and hydrants, office facifity tand application,
fcach or difp areds and back up for those areas if 50 required now or at  future daie and
any and all other equipment including insialfation Inbor ant costs as deomed necossary by
VP for the purposes of operating the Systems ag required by the, Uniled States
Eavironmental Protection Agency idaho Department of Environmental Quality, the
tdsho Department of Water Resources, Panhandle Health Distiict, and any other
governmantal agencies having jurisdiction over the operation and maintensnce of the
Systems on the Property.

C. As used herein the term “Plans” shafl mean the civil improvement plans

and drawings for the System Improvements prepared and to be prepared by Toothman-
Orton Engineers. Conceptual plans for the System Improvements currently exisi and

Exhibit
(A
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‘Toothman-Orton Engincers are engaged in prepuring final plans for approval by the
Idahol Departinent of Environmental Quality and the Panhandie Health District. A copy
of the existing conceptual plans is attached hereto as Exhibit .

AGREEMENTS

For good and valuable considetation, the receipt and sufficlency of which VP gnd
Company each ucknowledge, VP and Company hereby agrec as follows.

{ Cunstruction of System: Improvements. Company, at Company’s sole
cost, shall cause the System Improvements to be constructed in accordance with the

Plans.

2. Grant of Easemonts, Tollowing Company’s acqulsition of dtle {o the
Prapesty, Company shall grant non-exclusive public utility casements in favor of VP for
the purpose of construeling sud maintaining the System Improvements and operating the
Systems. Such eagoments shall be in, over, and under land areas of sufficient dimension
1o allow for apecation, malnienance and repair or complele replacement of (he System
Improvements. . Upon completion of construction of the Systam [mprovements,
Company shall cauge the exact location of said casoments to be surveyed and/or
desoribed by a qualified surveyor or civil engineer, whom Company shalf engage to
prepare fingl easoment documentation for recording showing the exact location of sald
easemenis, Company, at Company's cost, shall have the right to relocate Systen
hmprovements from time o tiime provided that, upon compiction of the relocation work,
sy gasement no longer needed shall be abandoned and a new eusement shall be recorded
to sccommedate the relocated portion of the Systems.  Upon the direction of Corapany,
VP shall execute in recordable form such quitclaims and other abandonment doouments
as ars necessary 1o abandon and extinguish easemenis which cease to be needed for the

Systems.

3, Additional Facilitles for Storage nnd Other Purposes. Company shall
provide sulficient areas on the Property to accommodale lagoen storage, land application,
drip system and leach areas which are necessary for the Sysiems in order to insure that
the Syslems comply with curvent amd future sewer aod water requirements imposed by
governmental agencles having jurisdiction over the design and operation of the Systems
systems, all as designed by Toothman-Orton and approved by IDEQ.

4, Land Application of Effluent, Company and VP acknowledge and
agrec (hat (a) the land application for effluent from the sewer component of the
Sysiems a3 the Systems ute currently designed in the Plans requires that effluent be land
applied to the goll’ course which Company will develop ot the Property,  (b) said land
application is of a nature that the quantities and qualify of effluent to be applied musi be
monjtored closely, (¢) Compaty, ut the Company’s cost, shafl monitor the application
an ihe Golf Course, and (d} VP shall monitor (he quality of the waler coring oul of the
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lagoon and going into the irrigafion lakes and shall have the dght to jointly menitor with
Compuny the plrysical applicstion o the goli couraa, all as sy be required by the
governmental agencies. All cosis of moniloring offluent al the point of discharge from the
storage ngoon shall bo berne by VP.and all costs of monitoring land application oa the
goil course shalite borns by Company. Company shall be selely Hable and responsible
for mesting af} governmenta! regulations for said land application on ihe golf course and
VP shall be solely liabie and responsible for providing effluend thal meets all
governmental reguiations, und each party shafl hold hurmiess the other fbr damages that
may occur as a result of the aforementioned treatment and land applicstion performed..

5. Mode of Coustruetion. Corapany shall cause the construction of the
System Improvements to be performed in accordance with the Plangand in a
workmanifke manner in accordance with all applicable rules, by a Heensed public works
contractor. Company shall be respongible for, and Company shall be exciusively entiticd
to reesive any insurance proceeds and lo exerciso any remedies in eonnection with any
repairs or reconstruction or damages which resuft from defocts and deficiencies in design

and/ox construction work,

8. Pro-Completion Changes, If any ageucy with jurisdiction over the
operation and maintenance of or design of the Systems shall require any change in the
Plans, land appfication, storage or treatment facilities prior to the completion of the
consiruction of the Systems, Company, at Company’s cost, shall cause such shanges to

be made.

7. Post-Complotion Changes, }f any agency with jurizdiction over the
operation and maintenance of the Systems shall require shanges in the Systems as
completed, in land application, storage or ireatmest facilltes afler completion of the
Systems, VP shail bear the cost (including capital costs) of making such changes;
provided, however, that VP ghall be allowed lo pass those costs along (o custonsers using
the Systems o the extent permitied by the services contracts betweon VP and seid
customers. Completion of Systems shall occur at such tinve ag afl construction of the
System on Property shall be finished per Pluns.

8. Service Contraets. VP atw! Company shalf enter info & master service
contract for the provisfen ol Systems services lo ench residential and commoerciat unit
requiring Systems services including units currently existing on the Property and units
construsted an the Property afler the date of this Agreement. The master service contract
shell provide for individual service agreements between VP and the owner of each of the
aforesaid unils. The master service contract as wefl as the individual agreements shall
provide for (ees for the use of Systems serviees. A copy of the master sorvice conitsct
which the parties intend to execute ig atiached horeto as Exhibit . The form of
individual service agreement which the parties foresce will be ulilized is aftached herefo
as Exhibit .

9 Individanl Service Agreementy.  Company shall require (z) any eufity
or association formed to operate or rasponsible for operating restrooms, picnic facilities
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ond/or other recrentions! amenities which use System services and (b) all purchasers of
cotnmercial and/or residential lots and/or units which Company develops on the Property,
prior to and s a condition o close of cserow for the purchase and sale of any such lot
and/ar unit, to enter into an Individual service agreement with VP providing for System

services to such lot and/or unit.

i0. Provision of Systom Services. In consideration for the rate revenue
which VP receives for providing Systom services, VP hereby ngrees, at afl
times afler Company acquires litle (o the Property, to provide Systems
services to all Jots and/or units on the Praperty which pregently or
hereallor require Systems services upon insiallation of sald services by
Buyer, VP ghall commence chargos fbr sower and wator scevices provided
1o Compuany for the Hidden Lakes Clubhouse, Maintenance ficility, and
the Old elubhouse immedistely upoo closing of escrow on Property, VP
Shafl commence service charges for sewer and water services for any new
platicd parcef ot parcels al such time as those parcels are sold by Buyer or
Buyer commences vertical eonstruction on & parcel, providing that the
construction of sewer and/or water service hog been complaied o sald
parcels, Buyer agrees (hat in the evenl construction hay not commenced or
a parcel not soid within one year of the recording of any plat then Buyer or
subsequent parcol buyers shall commencs paying service churges whethier
of not sewet and water service has beon completed to those platied

parcels.

i1, Assignment of Rights. Company shall pssiga to VP any rights, sod any
and all right title and interest in and o any permits or licepzes which Company may
pregently hold or may hereafter oblain: (r) which allow Company to provide domeslic
waler and sower services for the Property. and (b) which Company may have in any
cutrently existing wells and/or well iots or in wolls and/or well lots hereafler developed -
on the Property, All oxisting and future well lots shall be deeded to VP at close of sale of
Propetty, if wells cusrently exist or, in the case of wells to be built, suid well Jots shall be
deeded io VP upon campletion of development of said wells by Buyer. Buyer agrees
that the providing of sewer and waler service to any and all residential or commereial
users or and development requiring sewer or waler service on subject Property shall be

provided sofely by VP
12. Rate Charges,

(&)  Monthly Rates. All churges by VP for Systems servicey shall be
bused upon the monthly fecs charged by VI for Equivalent Resident iad Units “ERUs”
and the number of ERU?s required for sach service. |

(b) No Hook-up Fees. [n no event shall any rates charged or collected
by VP include, nor shall VI he entitled directly or Indiscetly, to any hook-up or tap foes
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(however the charge mey be desigunted) imposed in connection with connecting any lot
ar unit or other waler user on the Property to the Systems. Further, VP represents that at
the (ime of this agreement there are ao- other assessments or foes due relating to sewer
and water due aguinst any of the property that Company is , other than the
monthly services fees deseribed above. The same prohibition shall apply to comnecting

any such lot, it or user (o the sewer compoenent of the Systems,

3. ¥Flre Pratection Systoms. VP currontly operaies. fire proteetion hydrants
located on the Property. The fire hydrani system is part of the waier system which the
Systems include. After closing and unil! the new waler and fire bydoant systum Is
opurational, Company shail continue (¢ operaie und malatain snd provide water fom the
lakes and civer, all a8 needed for the proper operation of the fire Rydranta, Afler the acw
system is operationsl, then VP shall assume the obligation (o aperate gnd maintain the
fire hydrant sysiem and provide the water necessary to maintain sppropristc water
pressure in the hydrand system and (o aperale said hydrands at afl times.

14,  Adjseent Propertics. [ Company or any of Company's affilintos shall
acquire property adjacent or in near proximily (o the Property, VP shal! bave the absolute
cighi to provide water apd sewer sysiem services for such preperty on terms genexally
congistent with the provisions of this Agreement.

5. Miscclinnesus,

(a)  Governing Law. This agreemont shall be construed,
interprefed and enforced in accordance with the laws of the State of [dabo.

(b) Partial Invalidity. [ a couri of competent jurisdiction shal!
hold that any provision of this agrecment is invalid ot unenforceable, the remaindar of
this agreement shall continue in full force and offect and shall in no way be impaired or
invalidated. The parties shall, however, subsiitute for the provision keld to be invalid or
unenforcenble a provision which is valid and enforceabls which approximates as closely
as possible the conumercial and ecosomic intent of the sicloken provision,

(¢} Attorneyy’ Fees. If there is any icgal action or proceeding
between VP anct Company lo enforce any provision of this Agreament or 10 protect or
extubiish any right or remedy of sither party heteunder, the prevailing purty shefl be
entitled to all its court-related costs and expenses, including reasonable siforey’s fees
and expert witness fees, ineurred in connection with such action and in any appeal theee

from.
(d) Sarvival The provisions of this agreament shalf survive
Cloge of Bscrow under the purchase agresment and recordation of the grant

dead(s)_pursuant to which Campauay sequires the Property. The proviions of this
Agreement shall inure {0 the benelit of and bind VP and Company and their respective

suceessors and assigns.

NIR000104
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(c)  Parther Instroments. At any time and from tme to firoe
Fallowing Close of Bscrow under the purchase agreenont pursaant fo which Company
m&m&erMy,Mm,ﬂ&cmmef&amﬁbgM;Mw,M
deliver (and acknowledge before a nolary public where nevessary) such instrumants of
transfar and such other documeots as the sther party may reasonsble request or as aro
necessary to cagry out and give effiect o the purposes and intent of this Agreement
Eongusrently with the closing of esorow on the tranafer of Property,from Nocth Ideho

Resorts LLC (o Buyer a copy of this agresment executed by VP and Buyer ora
mmafmwmmmmmmmmomm&ofm

County, ldaho.

IN WITNESS WHEROF, the parties have executed this Agreement as of the date first
above wrillen,

North Idaho Resorts LI.C
By Villelli Enterpeises Ine, Managing Pariner

By Richard A, Villelli, President

By Richurd A. Villell, President

Pend Oreille Bonner Development LLC .

By éaivévézﬂﬂxw,

) NIR000105
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July 7, 2005
JUL 112005

Mr. Chuck Reeves —_—
Pend Oreille Bonner Investments, LLC

151 Clubhouse Way

Sandpoint, ID 83864

RE: WILL SERVE NOTICE FOR HIDDEN LAKES NEW PLANNED EXPANSION

Dear Mr. Reeves:

V.P. Inc., owners of the existing Hidden Lakes Golf & Planned Unit Development water and
wastewater facilities, “WILL SERVE” the new, proposed, Pend Oreille Bonner Investments,
LLC, PUD, provided that:

1. Proposed public drinking water system expansion is approved by the Idaho
Department of Environmental Quality, Panhandle Health District 1, Idaho
Department of Water Resources, Bonner County Planning Department, and any other
permitting agency that may be required.

2. Proposed public wastewater system expansion is approved by the [daho Department
of Environmental Quality, Panhandle Health District 1, Bonner County Planning
Department, and any other permitting agency that may be required.

propriate land, eascments, and other real property required to appropriately satisfy
both the stiort and long term requirements for water and wastewater infrastructure are
made available, and titled, to V.P. Inc., by Pend Oreille Bonner Investments, LLC.
4. The new PUD does not exceed 600 equivalent residential units (ERU’s) that are being
planned to meet the new proposed project.
5. As you develop the proposed ERU expansion you simultaneously develop and turn
over ownership and operation to V.P. Inc. the necessary infrastructure build out.
Impacts from the proposed PUD are anticipated to start in 2007.

Water and wastewater infrastructure are in the process of planning in conjunction with planning
for the new proposed PUD and there are no apparent obstacles, at this time that would preclude
V.P. INC,, from serving the proposed PUD.

Robert Hansen

Director, Operations
V.P. Inc.

HCR 61, Box 169
Bonners Ferry, ID 83805

c: Mr. Martin E. Taylor, James A. Sewell & Associates, 1205 Hwy. 2, Sandpoint, 1D 83864
Mr. Scott McNee, Toothman-Orton Engineering, W. 280 Prairie Ave., Coeur d’Alene, ID 83815
Mr. Richard Villelli, V.P. Inc., 151 Clubhouse Way, Sandpoint, ID 83864

Exhibit
C-
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STATE QF IDAHO

DEPARTMENT OF
ENVIRONMENTAL QUALITY

2110 Ironwood Parkway, Coeur d’Alens, 1D 83814 (208) 769-1422 C. L. "Butch” Otter, Governor
Toni Hardesty, Director

February 14, 2011

Mr. Chuck Reeves
151 Clubhouse Way
Sandpoint, ID 83864

creeves@theidabochib.com

Subject: 2010 Annual Report - Comments, Idaho Club
Wastewater Reuse Permit #L.A-000123-02

Dear Mr. Reeves:

DEQ received the 2010 Annual Report for The Idaho Club Municipal Wastewater Reuse system on
January 31, 2011. The report was prepared by Bob Hansen, operator for The Idaho Club, and details
operational and compliance information for the system during calendar year 2010. The report has been
reviewed and the system is in apparent violation of several compliance activities and monitoring
requirements set forth in the permit. As mentioned in previous correspondence to you regarding this
permit, failure to complete the compliance activities could lead to more formal enforcement actions.
At the present time, our office is planning to pursue formal enforcement actions against The Idaho
Club due to the deficiencies that are described in this letter.

Permit #LA-000123-02 was issued July 28, 2010 for this system. It was subsequently modified on
November 5, 2010 due to the system’s inability to complete certain requirements. The modification
changed compliance dates for three Compliance Activities (CA): CA-012302, CA-012303, and CA-

012304,

Compliance Activities
CA-012301 - Pilot Study Requirements: »
The system appears to be in substantial compliance with the 2010 discharge water quality and doesn’t

appear to require a pilot study. This CA is considered complete.

CA-012302 — Record Drawings and O&M Manual:
This CA includes three items that required completion by January 28, 2011. As of the date of this
letter, DEQ has not received confirmation that this item has been resolved.

Idaho Club needs to complete the record drawings for this project. DEQ understands that your
engineer of record may no longer be directly involved in the project and it may be necessary to acquire
the services of another engineering firm to complete record drawings.

Exibit
D
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The system must also provide identification when water and sewer improvements previously approved
for construction will be completed and when the related record drawings will be submitted to the
Department. That list must be compiled and provided to our office. Additionally, there is a time
Hrnitation from the date of approval of plans to the time of completion. Due to on-going delays, DEQ
construction approval may no longer be valid for portions of this project. You must submit extension
requests or revised construction plans and specifications for the remaining portions of your project that

have not been completed.

A draft or outline version of the Plan of Operation and O&M Manual must be submitted to our office
for review. The financial problems associated with this system may make it difficult for The Idaho
Club to provide final versions of the Plan of Operation and O&M Manual, but the drafts are necessary.
Efforts by our Department to assist The Idahe Club and allow additional time to complete these
requirements have not worked and future extensions are unlikely. The documents must be prepared
immediately and submitted to the Department.

CA-012303 — Completion of power and control systems for lagoon influent flow meters:

Installation of power and controls for the two lagoon influent flow meters was required to be
completed by January 28, 2011. As of the date of this letter, DEQ has not received confirmation that
this item has been resolved. Monitoring of the lagoon influent flow is a requirement of this permit and
failing to resolve this CA creates ongoing monitoring issues for the system. Completion of this item is
to be resolved as quickly as possible.

CA-012304 — Fina! Plan of Operation and O&M Manual:
The due date for this CA was extended on November 5, 2010 and completion is expected by April 28,

2011.

CA-012305 - Pilot Test Report:
The system appears to be in substantial compliance with the 2010 discharge water quality and doess’t
appear to require a pilot study. Therefore, a pilot study report is not necessary. This CA is considered

complete.

Permit Monitoring Requirements
There are 14 ongoing monitoring activities required for compliance with the reuse permit. For 2010, it

appears that seven of those activities were completed as required. However, there are problems
associated with the remaining activities. Those problems are detailed below based on information
presented in the 2010 Annual Report. They appear in the order shown on the permit.

1. The total volume of wastewater discharged into the 7.6 MG Lagoon was not recorded weekly
as required. This is due to CA-102303 not being completed.
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7. The depth to groundwater has not been reported, nor is the equipment installed to provide
monitoring. The permit does not allow irrigation on sites with groundwater less than 36 inches
from the surface.

8. Annual water balance calculations have not been completed. Those calculations help
determine compliance with the intent of the permit and must be completed. It is unlikely that
these calculations would result in an immediate and noticeable environmental impact, but lack
of monitoring and calculation could present long term impacts to the environment.

9. Turbidity monitoring is required to be continuous, automatically recorded, and have an
automatic shutoff. Idaho Club has continuous monitoring, but it is not automatically recorded.
Therefore, the turbidity monitoring is completed daily and does not include appropriate
averaging. The system has an automatic shutoff set for 10 NTU and appears to be appropriate.

Turbidity is a primary component of Class B systems and must be monitored appropriately.

10. Calculation of daily average turbidity is not being completed and the equipment has not been
installed to do so. Turbidity is a primary component of Class B systems and must be monitored
appropriately.

11. Daily monitoring of total coliform counts was conducted as required, but reporting may not
have been completed correctly. The seven day median for total coliform detections must be
less than 2.3 MPN/100mL and single samples must be less than 23 MPN/100mL. On
September 17, 2010, the single sample limit was exceeded with a 50 MPN/100mL result.
Samples collected the day before and day after indicate the 2 MPN/100mL, and the excursion
appears to be a single day event. However, that is still a violation of the permit and must be
reported to DEQ immediately upon discovery. Our office recommends written correspondence
to ensure proper documentation.

13. Calibration of flow measurement and monitoring equipment is required annually and has not
been completed. The report indicates that the manufacturer’s manuals and calibration
procedures have not been provided due to lack of funding. Lack of proper calibration brings
into question all monitoring data, even those items completed properly. This could be a
primary compliance issue and should be resolved as quickly as possible.

Conclusions
The Idaho Club is out of compliance with several requirements of Reuse Permit #LA-0000123-02 and

shows no apparent sign of resolving those issues. Previous extensions have been granted in an effort
to accommodate your system, but they have not been met. DEQ is unlikely to provide future

extensions.

In 2008 and 2009 our office provided unusual approvals of wastewater transfers and emergency land
application to accommodate inadequacies of your system. DEQ is unlikely to provide those approvals
in the future and immediate actions should be taken to ensure the system is functional during the
approved irrigation season in 2011. Information from your operator indicates storage may only be
adequate to meet demands through June 2011 and that startup of the treatment system may take four to

six weeks.
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Our office strongly recommends that you initiate actions now to ensure the treatment system is
operational during the irrigation season as future extensions and modifications are unlikely to be
approved. In addition, immediate action must be taken to resolve outstanding CA and monitoring
deficiencies. Please contact me by phone at (208) 666-4634 or by email if you have any questions

about the status of the annual report or the permit conditions.

Regards,
U

For:

Michael Camin, P.E.
Environmental Engineer
michael camin@deq.idaho.gov

Daniel Redline, DEQ CRO Regional Administrator, Daniel. Redline@deq.idahe.gov

Stephen Tanner, DEQ CRO Regional Engineering Manager, Stephen.Tanner@degq.idaho.gov
Rick Huddleston, DEQ Wastewater Program Manager, Richard Huddleston@deq.idaho.gov
Olga Cuzmanov, DEQ Wastewater Enforcement Program, Olga. Cuzmanovi@deq.idaho.gov
Dick Villelli, Idaho Club, HCR 61, Box 169, Bonners Ferry, ID 83805

Bob Hansen, WSMI wsmibob@aol.com

Scott McNee, TO Engineers, smcnee@to-engineers.com

File: Idaho Club LA-0000123-02
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RECEIVED - CDA

APR 18 72011
STATE OF IDAHO
DEPARTMENT OF PAINE HAMBLEN LLp
ENVIRONMENTAL QUALITY
1410 North Hiiton + Bolse, idaho 837086 » {208) 373-0502 C.L. “Butch® Otler, Governor
Toni Hardesty, Dwrector

April 15,2011

Certified mail no.: 7007 3020 0001 4047 2548
7007 3020 0001 4124 8559

Charles Reeves, Manager

Pend Oreille Development, LLC
59 Damonte Ranch Parkway, B353
Reno, NV 89521

Janet Robnett, Registered Agent

Pend Orzille Bonner Development, LLC
701 Front Ave. Ste 101

Coeur d’Alene, ID 83814

Dear Mr. Reeves and Ms. Robnett:

The Idaho Department of Environmental Quality (Department) administers programs fo ensure
that businesses and individuals comply with specific rules and statutes designed to protect the
citizens and the environment throughout the state. Based on available information, the
Department believes that Idaho rules and statutes were violated at the Pend Oreille Bonner
Development, LLC site in Bonner County, Idaho. Enclosed is a Notice of Violation describing

the violations.

The Department is seeking your cooperation in resolving these matters to the full satisfaction of
the parties. You are advised to contact the Department within fifieen (15) days after receipt of
this letter. At such time, the Department will schedule a compliance conference at a mutually
agreeable date and time, at which time the Notice of Violation can be discussed. If you elect not
to contact the Department on the alleged violations, the Department will seek resolution of these
matters using its authorities as provided by law. Amrangements to meet should be made by
contacting me at (208) 373-0194 or at the following address:

Barry N. Burnell, Administrator

Water Quality Division

Idaho Department of Environmental Quality
1410 North Hilton

Boise, Idaho 83706

Exhibit
E

————
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Thank you in advance for your prompt attention to this matter. The Department is confident that
we ean work cooperatively to resolve these issues.

Sincerely,

Booy Y. Boundll

Barry N. Burnell
Water Quality Division Administrator

Enclosure

BNB:OC:ls

c: Susan Hamlin, DEQ Attorney General’s Office
Richard Huddleston, DEQ State Office
Olga Cuzmanov, DEQ State Office

Daniel Redline, Stephen Tanner, Mike Camin, DEQ Coeur d’Alene Regional Office
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NOTICE OF VIOLATION

Issued to:  Pend Oreille Bonner Development, LLC, d.b.a. Idaho Club
Charles Reeves, Manager
59 Damonte Ranch Parkway

B353
Reno, NV, 89521

Pend Oreille Bonner Development LLC holds titie to a municipal wastewater reuse
permit for a land development project which involves reconstruction and expansion of
the exdsting Hidden Lakes wastewater system. Pend Oreille Bonner Development LLC
aiso uses the assumed business name of “The idaho Ciub” (hereafier “Pend Orellle
Bonner Development”). Pend Oreille Bonner Development owns property [ocated on
865-acres in rural Bonner County approximately seven (7) miles east of Sandpoint near
the confluence of the Pack River into Lake Pend Oreille. The development is currently
named “The Idaho Club” and located at address of 151 Clubhouse Lane, Sandpoint,

Idaho 84864.

On July 28, 2010, the Idaho Department of Environmental Quality {Depariment) issued
Municipal Wastewater Reuse Permit LA-000123-02 (Permit) to Pend Oreille Bonner
Development .dba, idaho Club pursuant to the Rufes for the Reclamation and Reuse of
Municipal and Industrial Wastewater, IDAPA 58.01.17 and the idaho Environmental
Protection and Heatth Act (EPHA), idaho Code § 39-101 o seq. The Permit
authorizes construction, instailation and operation of the wastewater reuse system in
accordance with the applicable Idaho Rules and Codes and the terms of the Permit.
On November 5, 2010 modifications to the Pemnit were Issued as Appendix “A°. The
Appendix “A” is incorporated into and constitutes a part of the Permit, and all references
hereafter to the Permit include the terms of Appendix A.

Pend Oreille Bonner Development has failed to meet many of the terms and conditions
in the Permit. Pursuant to the Rufes for the Reclamation and Reuse of Municipal and
Industrial Wastewater, IDAPA 58.01.17.830 and EPHA, idaho Code § 39-108, the
Department alleges that Pend Oreille Bonner Development is in violation of the terms
and condition of the Permit as follows:

VIQLATION

Violation No. 1

Legai Provisions and Permit Section Violated:

IDAPA §8.01.17.930 states in applicable part:
Any person violating any provision ...of any
permit ...shall be llable for a civil penalty.....

Notice of Violation - 1
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idaho Code IC39§39-118 “Review of Plans. (3)
Within thirty (30) days of the completion of the
construction of facilities ...record plans and
specifications...must be submw to the
director...Such submittal by the professional
engineer must confirm material compliance with
the approved plans or disclose any material
deviations therefrom”.

Permit Section E — Compliance Activity CA-
12302 (Record Drawings and Plan of Operation).

Permit Section E requires “Submittal of record drawings certified by the engineer for all
drinking water and wastewater systems improvements completed to date...” and “...an
outfine or draft Plan ofOperabonandlhedmﬂOpe:aﬁonandMamfenanw(O&M

Manual for the wastewater treatment and reuse facility shall be submitled by the design

engineer” and completion was due January 28, 2011.

As of the date of this Notice of Violation, Pend Oreille Bonner Development has not
submitted the record drawings and the outline or draft Plan of Operation and

and Maintenance (O&M) Manual to the Department as required by the Permit. Pend
Oreille Bonner Development is in violation of this term and condition of the Permit.

Penaity Assessed: $2,500

Violation No. 2

Legal Provisions and Pemit Section Violated:

IDAPA 58.01.17.930 states in appiicable part:

Any person violating any provision ...of any
permit .. shall be liable for a civil penalty.....

Permit Section E - Compliance Acftivity CA-
012303 (Flow Monitoring).

Permit Section E requires “Completion of the power and control systems for the two
flow meters installed on the lagoon influent mains with notification by the engineer in
writing o DEQ that both flow meters are operational and being monitored and recorded
by the system operators” and was due January 28, 2011.

As of the date of this Notice of Violation, Pend Oreille Bonner Development has failed
to complete the power and control systems for the two flow meters installed on the
lagoon influent as required in its Permit. Monitoring of the lagoon influent is a crifical
process control that ensures compliance with permit requirements. Pend Oreifle Bonner

Notice of Viofation - 2
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Development is in violation of this term and condition of the Permit.

Penalty Assessed: $5,000

Vioiation No. 3

Legal Provisions and Permit Section Violated:

IDAPA 58.01.17.930 states in applicable part:

Any person violating any provision ...of any
permit ...shall be Hable for a civil penalty.....

Permit Section G — Monitoring Requirements.

Permit Section G, requires that the permittee shall monitor the volume of wastewater
discharged into 7.65 MG n (LG-012301) “Weekfy: May 1 to Octeder 31% fand]

Monthly: Nov. 1% to April 307",

Pend Oreille Bonner Development has not monitored and measured the volume of -
wastewater discharge as required by the Permit. Monitoring of the volume of
wastewater discharged into 7.85 MG Lagoon (LG-012301) is critical because the
approved design flows per equivalent residential user (ERU) are significantly different
from typically accepted values. The facility needs to document actual flows to ensure
proper capacity of the system. Pend Oreille Bonner Development Is in violation of this
term and condtition of the Permit.

Penalty Assessed: $5,000

Violation No. 4

Legal Provisions and Permit Section Violated:

IDAPA 58.01.17.930 states in applicable part:

Any person violating any provision ...of any
permit .. .shall be lable for a civil penalty.....

Permit Section G — Menitoring Requirements.

Permit Secticn G, requires that the permittee shall monitor depth from surface to
ground water “Once prior to start of irrigation and then weekly until depth to water
exceeds 48 inches beiow ground surface” at each hydraulic management unit (HMU).

Pend Oreille Bonner Development has not measured the depth from surface to ground
water at each HMU as required by the Permit. lrrigation for calendar year 2010 started
on September 8, 2010. The depth to ground water was not measured prior to that date,

Natice of Violation - 3
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nor was it monitored weekly during irrigation. The equipment needed for the
measurement was not instafled and consequently no data was collected. Pend Oreille
BonmrDevebpnm:tishvblaﬁonofmismmandcondﬁonofmePemit.

Penalty Assessed: $5,000

Violation No. §
Legal Provision and Permit Section Violated:

IDAPA 58.01.17.930 states in applicable part:
Any person violating any provision ...of any
permit ...shall be Hable for a civil penalty.....

Permit Section G — Monitoring Requirements.

Permit Section G requires that the permittee collects data, prepares and submits
annually a water balance calculation.

The 2010 annual Report was submitted on January 28, 2011. Pend Oreille Bonner
Development failed to provide the required water balance calculation. Pend Oreille
Bonner Development is in violation of this term and condition of the Permit.

Penalty Assessed: $5,000
Violation No. 8

Legal Provisions and Permit Section Violated:

IDAPA 58.01.17.930 states in applicable part:

Any person violating any provision ...of any
permit ...shall be fiable for a civil penalty.....

IDAPA 58.01.17.600.07.b states in applicable
part: Turbidity shall be measured continuously.
The turbidity standard shall be met prior to
disinfection.

IDAPA 58.01.17.601.06.a states in applicable
part: One (1) infine, continuously monitoring,
recording turbidimeter is for each treatment train
after filtration and prior to disinfection.

Permit Section G — Monitoring Requirements.

Permit Section G requires that the permittee monitors Class B wastewater turbidity prior
to disinfection continuously and the measurements are automatically recorded, when

discharging Class B wastewater.
Notice of Violation - 4
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Pend Oreifle Bonner Development has failed to record the measurement of the

wastewster turbidity as required by the Permit. Pend Orellle Bonner Development has
not installed an automatic recording instrument to recard the turbidity on a continuous
basis. Pend Oreille Bonner Development is in violation of this term and condition of the

Permit.

Penalty Assessed: $5,000

Yiclation No. 7
Legal Provisions and Pemit Section Violated:

[DAPA 58.01.17.830 states in applicable part
Any person violating any provision ...of any
permit .. shall be liable for a civil penaity... .

IDAPA 58.01.17.600.07.b states in applicable
part: The daily arithmetic mean of all daily
measurements of turbidity shall not exceed two
(2) NTU, and turbidity shall not exceed five (5}
NTU at any time.

Permit Section G -~ Monitoring Requirements.

Permit Section G requires that the Class B wastewater turbidity arithmetic mean is
calculated daily prior to disinfection, when discharging Class B wastewater.

The turbidity is continuously monitored, but it is not automatically recorded.
Consequently the arithmetic mean of turbidity was not calculated. Turbidity is a primary
standard for Class B and must be monitored and arithmetic mean must be calculated.
Pend Oreille Bonner Development is in violation of this term and condition of the
Permit.

Penaity Assessed: $5,000

Total Penalty Assessed: $32,500

Naotice of Violation - §
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TIMETABLE

Pend Oreille Bonner Development, LLC may request a compliance conference with the
Department to explain the violations and discuss entering into a Consent Order. A
Consent Order is an agreement that includes a plan to remedy any damage caused by
a violation, pay a penalty, and assure future compfiance.

To arrange a compliance conference, Pend Oreille Bonner Development, LLC must
contact the Department within fifteen (15) days of receipt of this Notice of Viclation. A
compliance conference must be held within twenty (20) days of receipt of this Notice of
Violation uniess a later date is agreed upon by the parties. Failure to arrange and
attend a complilance conference or reach agreement on a Consent Order within sixty
(50) days after receipt of this Notice of Viclation may resuit in civil action pursuant to the
idaho Environmental Protection and Health Act for injunctive relief, penalties, costs,
expenses, attomey fees, and other appropriate refief.

Pend Oreille Bonner Development, LLC may arrange a compliance conference, or make
inquiries concerning this Notice of Violation, by contacting the Department as follows:

Barry N. Bumell, Administrator

Water Quality Division

Idaho Department of Environmental Quality
1410 N. Hilton

Boise, ID 83706-1255

208-373-0194

A
DATED THIS__ /Y’ dayof 13‘;0(":’ / 2011

\/Q*CK/

Toni Hardesty
Idaho Department of Environmental Quality

Notice of Violation -6
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STATE OF I0AHO

. DEPARTMENT OF
ENVIRONMENTAL QUALITY

C.L. “Butch* Oller, Governor

1410 North Hilton » Boise, ldaho 83708 » (208) 373-0502
Toni Hardesty, Director

July 8, 2011

Certified mail no.: 7007 3020 0001 4124 8665

Mr. Charles W. Reeves
Pend Oreille Bonner Development, LLC

151 Clubhouse Way
Sandpoint, Idaho 83864
creeves@theidahoclub.com

Dear Mr. Reeves:

Enclosed for your file is the fully executed consent order (CO) regarding the actions needed to be
taken to bring Pend Oreille Bonner Development in compliance with its current reuse permit. Please
bear in mind that this is a legal agreement between Idaho Department of Environmental Quality (DEQ)
and Pend Oreille Bonner Development. If difficulties arise such that a required item in the consent
order cannot be met by the stipulated date, please contact DEQ as soon as possible.

Thank you for your continued cooperation in this matter and if you have any questions, please contact
me at 208-373-0194.

Sincerely,

Barry N. Burnell
Water Quality Division Administrator

Enclosure
BNB:OC:ls

c: Matthew Beeter, Attorney General

Olga Cuzmanov, DEQ State Office
Daniel C. Redline, Stephen Tanner, Michael Camin, DEQ Coeur d’Alene Regional Office

Scott McNee, smcnee@to-engineers.com

Bob Hansen, wsmibob@aol.com
Richard Villelli, villelli@coldreams.com

Exhibit
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IDAHO DEPARTMENT OF ENVIRONMENTAL QUALITY

In the matter of:
CONSENT ORDER

Idaho Code § 39-105 and § 39-108

Pend Orgille Bonner
Development, LLC.

Nt Nt Nt Nl st st et

1. Pursuant to the ldaho Environmental Protection and Health Act (EPHA), Idaho
Code § 39-105 and § 39-108 the Idaho Department of Environmental Quality
(Department) enters into this Consent Order with Pend Oreille Bonner Development,

LLC,{Pend Oreille Bonner Development).

2. Pend Oreille Bonner Development holds title to a municipal wastewater reuse
permit for a tand development project which involves reconstruction and expansion of
the existing Hidden Lakes wastewater system. Pend Oreille Bonner Development also
operated under the assumed business name of “The Idaho Club”. Charles Reeves is
an owner and manager of Pend Oreille Development, LLC and The Idaho Ciub. Pend
Oreille Bonner Development owns property located on 865-acres in rural Bonner
County approximately seven (7) miles east of Sandpoint near the confluence of the
Pack River into Lake Pend Oreille.. The development is currently named “The Idaho
Club” with offices located at 151 Clubhouse Lane, Sandpoint, Idaho 84864. The Idaho
Club development consists of three hundred (300) permitted connections of which
eighty one (81) are in use. The wastewater from The Idaho Club is treated through a

wastewater reuse facility.

3. On July 28, 2010, the Department issued Municipal Wastewater Reuse Permit
LA-000123-02 (Permit) to Pend Oreille Bonner Development, dba, Idaho Club pursuant
to the Recycled Water Rules, IDAPA 58.01.17 and the EPHA, Idaho Code §39-101 et.
seq. The Permit authorizes construction, installation and operation of the wastewater
reuse system. On November 5, 2010 modifications to the Permit were issued as
Appendix “A". The Appendix “A” is incorporated into and constitutes a part of the Permit,
and all references fo the Permit include the terms of Appendix A.

4. In April 14, 2011, the Department issued a Notice of Violation (NOV) to Pend
Oreille Bonner Development for violations of the Recycled Water Rules IDAPA
58.01.17. The NOV is incorporated by reference into this Consent Order. The NOV
provided Pend Oreille Bonner Development an opportunity for a compliance conference
to discuss the violations and to enter into a consent order. A compliance conference
was held on April 27, 2011. During the compliance conference a plan was discussed
and agreed upon to address the violations and bring Pend Oreille Bonner Development

into compliance with the terms of the Permit.

Consent Order - 1
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5. Pend Oreille Bonner Development hereby agrees to the provisions of this Consent
Order and the following terms and actions to be completed by the time schedules set forth

below:

a. One hundred twenty days (120) after this Consent Order becomes
effective, an operation and maintenance manual (O&M Manual) shall be
submitted to the Department for review and approval for the wastewater

treatment and reuse facility.

b. Within thirty (30) days after this Consent Order becomes effective, record
plans and specifications for completed improvements to the wastewater
collection, treatment, and reuse system shall be submitted to the

Department.

c. Within thirty (30) days of this Consent Order becoming effective, power
and control systems for the flow meters installed on the aerated 7.65
million gallons lagoon (LG-012301) influent mains and an automatic
recording instrument to record Class B wastewater turbidity after filtration

on a continucus basis shall be installed.

d. Prior to start of irrigation to each hydraulic management unit (HMU-
012301, HMU-012302, and HMU-012303) one (1) piezometer shall be
installed to monitor the depth from surface water to ground water in that

HMU as required by the Permit.

e. The Annual Wastewater Reuse Site Performance Report shall be
submitted to the Department by January 31, 2012. The Wastewater Reuse
Site Performance Report shall include all resuits for monitoring required in
Section G of the Permit, including but not limited to the following: the
volume of wastewater discharged into 7.65 million gallons lagoon (LG-
012301), the water balance calculation, and Class B wastewater turbidity

arithmetic mean.

f No later than January 31, 2012 a Wastewater Treatment System
Winterization Report (WTSW Report) shall be submitted to the
Department for review and approval. The WTSW Report shall be
prepared by an Idaho licensed Professional Engineer and include steps
and deadlines for implementation of the treatment system winterization

solution.

6. Pend Oreille Bonner Development requested pemission to irrigate Class C
recycled water to the Idahe Club golf course, due to the fact that the 7.65 million gallons
aerated wastewater lagoon (LG-012301) was exceeding the design storage capacity.
During the April 27, 2011 compliance conference it was agreed that Pend Oreille Bonner
Development may irtigate the golf course (hydraulic management units (HMU): MU-
012301 and MU-012302) with Ciass C recycled water on a temporary basis. In a May 10,

Consent Order - 2
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2011 letter to Chuck Reeves the Department authorized temporary use of the Class C
recycled water for irrigation of the golf course. The temporary authorization is
superseded by the terms of this Consent Order. The Department grants temporary
authorization for irrigation of the goif course (MU-012301 and MU-012302) with Class C

recycled water under the following conditions:
a. The golf course will be closed to public use for the duration of Class C irrigation.

b. Irrigation of Class C recycled water shall not exceed three (3) million gallons.

¢. Irrigation of Class C recycled water shall in no case continue after July 1, 2011.

d. Piezometers will be installed at each HMU and measurements of depth below
surface ground to ground water will be taken prior to golf course irrigation to ensure
the ground water depth exceeds 36-inches.

The required setbacks to the occupied residences located near the golf course shall
be met for Class C recycled water irrigation.

f. Signage must be posted on/near the golf course prohibiting use. Signage shall
meet the requirements of the Recycled Water Rules IDAPA 58.01.17.603.03.

Irrigation of recycled water will follow the requirements of the permit with the
exception of Class C recycled water on MU-012301 and MU-012302.

h. The Annual Wastewater Reuse Site Performance Report due January 31, 2012
shall include a description of how the conditions were met during the irrigation of
Class C recycled water on MU-012301 and MU-012302.

7. A civil penalty of thirty two thousand and five hundred dollars ($32,500) was
assessed in the NOV. Within sixteen (16) months of the effective date of this Consent
Order, Pend Oreille Bonner Development shall pay to the Department sixteen thousand
dollars ($16,000). The payment shall be made in monthly instaliments of one thousand
dollars ($1,000) each. Based on discussions and information provided during the
compliance conference the Department shall waive the balance of the penalty upon full
and timely compliance by Pend Oreille Bonner Development with all terms and conditions
of this Consent Order. If Pend Oreille Bonner Development fails to fully and timely comply
with any term or condition of this Consent Order, Pend Oreille Bonner Development shall
pay the Department the remaining sixteen thousand five hundred dollars ($16,500) within
fifteen (15) days of the Department's written notice of noncompliance.
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All payments shall be made by check payable to the Department of Environmental Quality
at the following address:

Department of Environmental Quality
Fiscal Office — Accounts Receivable
1410 N. Hilton

Boise, ldaho 83706-1255

8. Unless otherwise directed by Pend Oreille Bonner Development, all
communications to be directed to Pend Oreille Bonner Development shall be

addressed to:

Charles W. Reeves
Pend Oreilile Bonner Development, LLC

151 Clubhouse Way
Sandpoint, idaho 83864

Unless otherwise directed by the Department, all communications to be
directed to the Department shall be addressed to:

Daniel Redline, Regional Administrator
ldaho Department of Environmental Quality

2110 lronwood Parkway
Coeur d'Alene, Idaho, 83814

9. This Consent Order shall not relieve Pend Oreille Bonner Development from
sanitary requirements as provided in Idaho Code §§ 50-1326 through 50-1329. If there is
a violation of the sanitary requirements the Department may re-impose sanitary restrictions
on any lot in The Idaho Club development as provided in Idaho Code § 50-1326.

10.  This Consent Order shall not relieve Pend Orsille Bonner Development from their
obfigation to comply with any relevant provisions of Idaho’s Recycled Water Rules IDAPA
6§8.01.17 et seq., ldaho's Wastewater Rules, IDAPA 58.01.16 et seq., idaho's Ground
Water Quality Rules, IDAPA 58.01.11 et seq. or any other applicabie local, stafe or federal
law.

11. A waiver by the Department of any provision, term, condition or requirement of this
Consent Order shall not constitute a waiver of any other provision, term, condition or
requirement of this Consent Order.

12. If the Property (or any portion thereof) is sold by Pend Oreille Bonner
Development prior tc completion of the requirements of the Consent Order and
termination thereof, Pend Oreille Bonner Development shall notify any purchaser of
the terms and conditions of this Consent Order and the current status of
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completion of the requirements of this Consent Order.

13. The sale of the Property or any portion thereof by Pend Oreille Bonner
Development shall not relieve Pend Oreille Bonner Development of its obligation to
complete the terms and conditions of this Consent Order unless the purchaser
enters into a new Consent Order or agrees in writing to the assignment of the

obligations of this Consent Order.

14. Any transfer of the permit shall comply with Section 800 “Permit Transferable” of
the Recycled Water Rules, IDAPA 58.01.17.

15. This Consent Order shall bind Pend Oreille Bonner Development, its successors and
assigns until such time as the terms of the Consent Order are met, and the Department
provides Pend Oreille Bonner Development with written notice of Consent Order

termination.

16. Pend Oreille Bonner Development expressly recognizes failure to comply with the
terms of this Consent Order may result in a district court action for specific performance of
the Consent Order, civil penalties, assessment of costs and expenses, attorney’s fees,
restraining orders, injunctions and other relief available under Idaho Code § 39-108.

17. The Department and Pend Oreille Bonner Development, through the
undersigned representatives, each represent and warrant that each has the authority to

enter into this Consent Order and to take all actions provided herein.

18.  The effective date of this Consent Order shall be the date of the signature by the
Director of the Department of Environmental Quality.

N
DATED this ?:" day of __J WAy , 2011

s

Toni Hatdesty, Director
Department of Environmental Quality

#4

DATEDthis <  dayof__J vl 2011

Dl R

Charles Reeves, Manager
Pend Oreille Bonner Development, LLC
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Mr. Reeves / 2012 Compliance Scheduling, The Idaho Club LA-000123-02

April 3, 2012
Page 2

3. On-going operation and maintenance of the collection, treatment and irrigation systems
in compliance with the Reuse Permit.

The last item needs to be addressed no later than April 30, 2012 (30 days following the change in
operators):

4. Notify DEQ that you have hired an appropriately licensed responsible charge operator
and substitute responsible charge operator for your wastewater treatment and collection
systems in compliance with Reuse Permit #LA-000123-02 and IDAPA 58.01.16.203 and

204.

If you have any questions, please contact Michael Camin at (208)76%9-1422.

Regards,

Michael Camin, P.E.
Envuonmental Engmeer

Chas Ariss, DEQ State Office chas.ari

Daniel Redline, DEQ/CRO dameL redime 5
John Tindall, DEQ/CRO j
Bob Hansen, WSMI M@.

Dick Villelli, VP Inc villelli@coldreams.com

File in TRIM: WW Idaho Club
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STATE OF IDARO

DEPARTMENT OF
ENVIRONMENTAL QUALITY

1410 North Hilton = Bolse, Idaho 83706 » (208) 373-0502

September 12, 2013

Mr. Charles Reeves
Pend Oreille Bonner Development LLC

151 Clubhouse Lane
Sandpoint, ID 83864

Richard A. Villelli

VP Incorporated

533739 Highway 95
Bonners Ferry, ID 83805

Dear Sirs:

C.L. “Butch” Otter, Govaernor
Curt Fransen, Director

CERTIFIED MAIL NO.: 7010 3090 0002 3445 7382
RETURN RECEIPT REQUESTED

CERTIFIED MAIL NO.: 7010 3090 0002 3445 1203
RETURN RECEIPT REQUESTED

Enclosed for your files is a copy of the fully executed Compliance Agreement Schedule (CAS) regarding the
actions Pend Oreille Bonner Development LLC (PBD) and VP Inc. (VP) need to take in order to resolve the
excessive wastewater elevation that currently exists in the Idaho Club’s recycled water lagoon. Please bear in
mind that this is a legal agreement between the Department of Environmental Quality (DEQ), and PBD in
partnership with VP. If difficulties arise such that a required item in the CAS cannot be met by the stipulated
date, please contact DEQ as soon as possible. Thank you for your continued cooperation in this matter and if
you have any questions, please contact Daniel Redline at (208) 769-1422 or at the following address:

Daniel Redline, Regional Administrator

Idaho Department of Environmental Quality

2110 Ironwood Parkway
Coeur d’Alene, ID 83814

Thank you for your prompt attention to this matter. The Department is confident that we can work cooperatively

to resolve these issues.

Sincerely,
5
Barry N. Burnell

Water Quality Division Administrator

Enclosure
BNB:AJM:jy

c: Andrea Courmey, Attorney General

" Chas Ariss, P.E., Wastewater Program Manager, A.J. Maupin, P.E,, DEQ State Office
Daniel Redline, Administrator, John Tindall, P.E., Engineering Manager, DEQ Coeur d' Alene Regional Office

Exhibit
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And

IDAHO DEPARTMENT OF ENVIRONMENTAL QUALITY

In the matter of: )
Pend Oreille Bonner

) COMPLIANCE AGREEMENT SCHEDULE

Development, LLC. ) PURSUANT TO
Idaho Code § 39-116A

)
VP Incorporated )
)
)

The Idaho Club, CAS

1. Pursunant to the Idaho Environmental Protection and Health Act (EPHA), Idaho Code § 39-
116A, the Idaho Department of Environmental Quality (DEQ) enters into this Compliance
Agreement Schedule (CAS) with Pend Oreille Bonuer Development, LLC (PBD) and V.P.

Tnc. (VP).

. PBD has a municipal wastewater reuse permit (Reuse Permit LA-000123-02) for a land
development project which involves reconstruction and expansion of the existing Hidden
Lakes wastewater system. PBD also operates under the assumed business name of “The
Idaho Club.” Charles Reeves is the president of Pend Oreille Bonner Development Holdings,
Inc. (PBDH). PBDH is a member of PBD. PBD owns property located on 865-acres in rural
Bonner County approximately seven (7) miles east of Sandpoint near the confluence of the
Pack River into Lake Pend Oreille. The development is currently named The Idaho Club with
offices located at 151 Clubhouse Lane, Sandpoint, Idaho 83864. The Idaho Club
development consists of three hundred (300) permitted connections of which eighty one (81)
are in use. The wastewater from The Idaho Club is treated through wastewater reuse

facilities.
. VP owns and operates a Public Water System (PWS #ID1090195) that supplies potable
water to The Idaho Club. VP employs Robert F. Hansen, a licensed Class II drinking water
distribution system operator and Backflow Assembly tester as the system’s Responsible
Charge Operator (RCO). PBD also employs Mr. Hansen as the wastewater and land
application system RCO to operate the wastewater treatment and land application systems for
The Idaho Club. Mr. Hansen also holds licenses for Class I wastewater treatment, lagoon,
land application, and Class II wastewater collection systems.

. PBD and VP shall be referred to collectively as the “Parties” within this CAS.

. On July 28, 2010, DEQ issued Municipal Wastewater Reuse Permit LA-000123-02 (Permit)
to PBD, doing business as “The Idaho Club, ” pursuant to the Recycled Water Rules, IDAPA
58.01.17 and the EPHA. Responsible Officials identified in this Permit are:

a. Charles Reeves b. Richard A. Villelli

Pend Oreille Bonner Development LLC VP Incorporated
151 Clubhouse Lane ' 533739 Highway 95
Sandpoint, ID 83864 Bongners Ferry, ID 83805

1 2013AGC90
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The Idaho Club, CAS 2

The Permit requires PBD to construct, install and operate the wastewater reuse system. On
November 5, 2010 modifications to the Permit were issued as Appendix A. The Appendix A
is incorporated into and constitutes a part of the Permit, and all references to the Permit

include the terms of Appendix A.

. On July 26, 2013, DEQ mailed a certified letter (#7011 0110 0000 4529 6278) to PBD, c/o
Mr. Reeves, addressing problems with the operational status of The Idaho Club reuse
facilities. This letter outlined possible legal and administrative actions that DEQ could
initiate if the wastewater treatment and recycled water facilities were not brought into
compliance with the Permit in an expeditious manner. These possible actions include:

a. Obtain a temporary restraining order, in accordance with Idaho Code § 39-108, that
would require the facilities to stop accepting wastewater into the system and develop a
detailed plan addressing:

i.  Proper treatment and disposal of the wastewater currently contained in the lagoon
and for wastewater t0 be received during the remainder of 2013 growing season,
and for the 2013-2014 pon-growing season.

ii. How PBD plans to bring the Recycled Water System back into compliance with the

: Permit and applicable rule requirements, and

iii.  Proper system operation that complies with the Permit and the approved Plan of
Operation dated November 1, 2011.

b. Revoke the Reuse Permit LA-000123-02, due to failure to properly operate and maintain
the wastewater system as required in Permit Section L.1.

c. Issue a new Notice of Violation and Consent Order to address the emergent Permit and
Rule violations.

d. Re-impose Sanitary Restrictions on any undeveloped lot in The Idaho Club development
as provided in Idaho Code § 50-1326.

DEQ retains the right to initiate any of these courses of action if this CAS is not adhered to in

its entirety, and PBD and VP acknowledge that failure to perform work as prescribed in this

CAS or as prescribed by a document approved under this CAS shall be grounds for

termination of this CAS or other relief as provided by Paragraph 18. Any work that deviates

from that prescribed in this CAS or documents approved under this CAS shall require prior

written approval from DEQ.

. The Parties hereby agree to the terms and conditions of this CAS to achieve compliance with the
Recycled Water Rules and the Permit as expeditiously as possible. The Parties shall mnitiate and
complete the following activities:

a. The Parties requested permission to irrigate Class C recycled water to The Idaho Club golf
course because the 7.65 million gallon (MG) acrated wastewater lagoon (LG-012301) is
exceeding its design storage capacity. The Parties may irrigate the golf course (hydraulic
management units (HMU): MU-012301 and MU-012302) with Class C recycled water only
in September and October 2013, This temporary authorization must comply with the terms

of this CAS, and is subject to the following conditions:
i.  The golf course shall be closed to public use for the duration of Class C irrigation.

2013AGCY6
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Imigation of Class C recycled water shall not exceed the permit conditions for the
months of September and October.

Irrigation of Class C recycled water shall in no case continue after October 31, 2013.
The required buffer zone distances shall be met for Class C recycled water irrigation in
accordance with Section F of the Permit.

v.  Piezometers installed during the previous Class C recycled water application event, if
still present, may be used to measure the depth to ground water. If these piezometers
have been removed, they must be replaced prior to Class C recycled water application
in the affected HMU(s). Depth to ground water below the ground’s surface shall be
taken prior to golf course irrigation to ensure the ground water depth exceeds 36-
inches. If depth to ground water is less than 36-inches, irrigation shall cease until this
minimum separation distance is aftained or exceeded.

Signage must be posted on/near the golf course that meets the requirements of the
Recycled Water Rules (IDAPA 58.01.17.603.03) and states that the golf course is
closed.

Irrigation of recycled water shall follow the Permit with the following exceptions:

1. Class C recycled water can be irrigated on MU-012301 and MU-012302.

2. Total coliform bacteria analysis will be required on a daily basis when irrigating
Monday to Friday. Total coliform bacteria analysis will not be required when
irrigating on Saturday and Sunday.

3. Free or total chlorine residual concentration monitoring will be required on a
daily basis when irrigating. When not sampling for total coliform, the chlorine
residual concentration must be maintained at concentrations that have been
correlated to acceptable total coliform bacteria concentrations during this
temporary Class C irrigation event.

The Annual Wastewater Reuse Site Performance Report due January 31, 2014 shall
include a description of how the conditions of the Permit and this CAS were met
during the irrigation of Class C recycled water on MU-012301 and MU-012302. The
Wastewater Reuse Site Performance Report shall include, but not limited to the
following:

1. All results for monitoring required in Permit Section G, and

2. The water balance calculations showing the actual lagoon volume starting in
September 1, 2013 through December 31, 2013 and the projected lagoon volume

ending August 31, 2014.

iii.
iv.

b. The application of recycled water to the land surface requires the direct oversight of a
licensed land application RCO (IDAPA 58.01.16.203.07). Consequently, the irrigation
schedule for The Idaho Club golf course shall be approved by the land application RCO.
Since this is a Rule requirement, the oversight of irrigation operations using recycled water
under this Permit shall be the sole responsibility of the RCO and Substitute RCO (SRCO),
in the absence of the RCO. Other parties with operational control of the irrigation equipment
at the irrigation sites must temporarily relinquish control of the equipment to the RCO

and/or SRCO during recycled water application.

c. Removal of excess wastewater is required to provide adequate winter storage volume in the
wastewater lagoon. If application of Class C recycled water onto the designated areas on the

The Idaho Club, CAS 3 2013AGCS0

3066




golf course fails to reduce the volume in the 7.65 MG aerated wastewater lagoon (LG-
012301} to 5 MG by October 31, 2013, then:

i. PBD will be obligated to haul wastewater to another wastewater treatment facility for
disposal. The wastewater facility that agrees to receive this wastewater shall be
disclosed to DEQ prior to commencing hauling. Hauling shall end when the

wastewater lagoon volume is 5 MG or less.
ii. VP may impose water restrictions to limit the rate and ultimately the volume of

wastewater received by the Recycled Water system and stored in the wastewater
lagoon (1.G-012301). Water usage shall be restricted so that the volume of wastewater

in LG-012301 does not exceed 7.65 MG prior to May 1, 2014.

8. Unless otherwise directed by the Parties, all communications to be directed to the Parties must
be directed to VP and PBD simultaneously. The correspondence shall be addressed to:

Richard A. Villelli

Charles Reeves

Pend Oreille Bonner Development LLC VP Incorporated

151 Clubhouse Lane ' 533739 Highway 95
Sandpoint, ID 83864 Bonners Ferry, ID 83805

Unless otherwise directed by DEQ, all communications to be directed to DEQ from the
Parties shall be addressed to:

Daniel Redline, Regional Administrator
Idaho Department of Environmental Quality
2110 Ironwood Parkway

Coeur d’Alene, I1daho 83814

9. This CAS shall not relieve PBD from sanitary requirements as provided in Idahe Code §§ 50-
1326 through 50-1329. If there is a violation of the sanitary requirements, DEQ may re-impose
sanitary restrictions on any lot in The Idaho Club development as provided in Idaho Cede § 50-

1326.

10. Except to the extent expressly provided in this CAS, this CAS shall not in any way relieve the
Parties from their obligation to comply with any relevant provisions of Idaho’s Recycled Water
Rules, Wastewater Rules (IDAPA 58.01.16), Ground Water Quality Rules (IDAPA 58.01.11),
Water Quality Standards (IDAPA 58.01.02), the EPHA, or any other applicable local, state or

federal law or regulation.

11. PBD shall turn operation of the wastewater reuse system to VP.
a. VP agrees to comply with the relevant Rules above when overseeing the operation of the

wastewater reuse system. In undertaking this operation obligation, VP specifically agrees
that it will repair, maintain and/or install aerators, filters and flow meters to make the
wastewater reuse facility operational.

b. VP further agrees it will contract with Mr. Hansen and pay him to continue to operate the
wastewater treatment and land application systems for The Idaho Club.
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12.

13.

14.

15.

16.

17.

18.

The Idaho Club, CAS 5

c. VP agrees it shall cause the Annual Wastewater Reuse Site Performance Report, due
January 31, 2014, to be prepared for submission, and submit the report to DEQ.

d. VP also agrees that it will maintain the continuous down-flow sand filter in an operational
status prior to and during the application season, which begins May 1, 2014.

e. PBD shall execute deeds for the lagoon lot, identified as Block 17, Lot 2, Golden Tee
Estates, the well reservoir lots, and booster pump lots to VP by September 20, 2013.

A waiver by DEQ of any provision, term, condition or requirement of this CAS shall not
constitute a waiver of any other provision, term, condition or requirement of this CAS.

If real property in The Idaho Club (or any portion thereof) is sold by PBD prior to completion of
the requirements of this CAS and termination thereof, PBD shall notify any purchaser of the
terms and conditions of this CAS and the current status of completion of the requirements of

this CAS.
The sale of real property in The Idaho Club (or any portion thereof) by PBD shall not relieve

PBD of its obligation to complete the terms and conditions of this CAS unless the purchaser
enters into a new CAS or agrees in writing to the assignment of the obligations of this CAS.

Pursuant to Idaho Code § 39-116A, DEQ and the Parties shall meet annually in order to reassess
the necessity and appropriateness of this CAS.

If any provision or part thereof is declared unenforceable or invalid, it shall not affect the
validity or enforceability of the remaining provisions of this CAS. The provisions contained
herein are severable.

This CAS shall bind the Parties, their successors and assigns until such time as the terms of the
CAS are met, and DEQ provides the Parties with written notice of CAS termination.

In the event any Party fails to comply with any of the terms and conditions of this CAS, the
Party shall notify DEQ of such failure within five (5) business days of said event. The Parties
expressly recognize that failure to comply with the terms and conditions of this CAS may result
in administrative or civil action for specific performance of this CAS, civil and administrative
penalties, assessment of costs and expenses, restraining orders, injunctions, attorney’s fees, and
other relief available under law.

19. DEQ and the Partics, through the undersigned representatives, each represent and warrant

that each has the authority to enter into this CAS and to take all actions provided herein.
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20. The effective date of this CAS shall be the date of the signature by DEQ’s Director.

DATED this___ /! day of’ (%ﬂf

Curt Fransen. Director
Department of Envirenmental Quality

DATED this day of L2013

Chnﬂa Reeves, Manager
Pend Oreille Bonner Develepment, LIC

DATED this ﬁ day of iﬁ&h&b
Ldboo dAdd

Richard A_ Villelli, President
VP Incorporated

The Idaho Club, CAS ]
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20. The effective date of this CAS shall be the date of the signatare by DEQ’s Director.

DATED this /{‘(/Adayof {;,:O'f ., 2013

N

Curt Fransen, Director
Department of Eaviromnengal Quality

DATED this_/’ __ dayof ,Qﬂéuﬁff 2613

Charles Reeves, Manager
Pend Oreille Bonner Development, LLC

DATED this day of , 2013

Richard A. VillelH, President
VP Incorporated

The Idaho Club, CAS 6
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BONNER COUN1 ., _. _IDPQOINT, IDAHO
5-20-2014 11:06:0T AV No. of Pages: 1

QUITCLAIM DEED Recorded for: SANDP! TITLE INSURANCE
R. ANN DUTSON-SATE Fee: $10.00

Some SO

FOR VALUE RECEIVED,
Pend Oreille Boaner Development, LLC, 2 Nevads Limited Liabifity Company

do(es) hereby convey, release, remise and forever quitclain: unto

YP Inc., an Idsho Corporation
g 53373 T Lhobues 15 Bevnavy Foryyhue homins
described premises together willi my sfier 3]
LOT 2, BLOCK 17, OF THE REPLAT OF GOLDEN TEE ESTATES AND GOLDEN TEE ESTATES | ADDITION AND
UNPLATTED LAND, ACCORDING TO THE PLAT THEREOF, RECORDED IN BOOK 8 OF PLATS, PAGE 77,

RECORDS OF BONNER COUNTY.

together with thelr appurtenances.
pust: _Seplember 20,2013

Pend Oreille Bonner Development, LLC
By: Pond Oreille Bonner Development Holdings, Inc.

his: Managor

Reeves ACCOMMODATION RECCRDING

BY: Chaties W.
TES: Presidest SANDFOINT TITLE INSURANCE CO, HAS
NOT EXAMINED THS DOCUMBNT, ASSUMES
NG UABILITY AS T0 THE VAUDITY AND
TS EFFECTS UPON THE TTLE.

stareor LS4 Ho 1
iss
COUNTY OF @4{3 XL }
On i doy ot FELTNDE L, 1015, botisce me, o Notacy Public in aod for said stse, persovally
' Churfes W. Rezves as Presidest of Pead Orcillc Sanger Bevelopment Holilings, iac known or

identified 1o me to be the Manager in the Limited Lisbility Company known as Pead Oreills Boaner
Development LLC who executed the focegoing instrement; and acknowiedged to me thet he exscuted the

same in said LLC name.
IN WITNESS WHEREOF, | have hersunto sct my hand and afTixed my official seal the day and yesr in this
eertificae Tirst above writicn.




WS Tasus wem rewn s - -

BONNER COUNTY, SANDPOINT, IDAHO

620014 11208:30AF . of Pages: 1
QUITCLAIM DEED Rocorded for: SANDPO.  TLENSURANCE

R.ANN DUTSON-SATER  Fee: $10.00

FOR VYALUE RECEIVED, Indiec o CUIF QLARA CRED
Pend Oreille Bonner Development, LLC, s Nevada Limited Liability Company

do(es) hereby convey, relesse, remise and forever quitclaim vato

LOT i, BLOCK 1, OF GOLDEN TEE ESTATES 3RD ADDITION, ACCORDING TO THE PLAT TUEREOF,
RECORDED IN BOOK $ OF PLATS, PAGE 78, RECORDS OF BONNER COUNTY.

together with their appurtenances.

Pend Oreilic Booner Development, LLC

By: Pend Oreille Bonner Development Holdings, foc.
is: Masager
.35“/;‘2". = ;Eé - ~COMMODATION RECORDING
BY: Charkes W.Reeve Q&cmmm RANCE 20, HAS
NO LIABILITY AS TO THE VALIDHY AND
T3 EFFECTS UPON THE THLE.
stateor _IPAKHO ;
S

same in said LLC name.
IN WITNESS WHEREOF, | have hercunio set my hand and sffixed my official scsl the day snd year in this
certificate first above writien.

.

e e e ettt e oo mee e,
- -

e

[
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BONNER COUNTY, SANMOINT, IDAHO
5-20-2014 11:04:04 # fo. of Pages: 1
QUITCLAIMDEEP  pycorgedfor: SANDP TTTLE INSURANCE

100 CRET CLARE. 060D

FOR VALUE RECEIVED,
Pand Oredlle Bauwer Development, LLC, & Nevada Limited Liability Company

do{es) hereby convey, refease, remise and forever quiiclam anto
VP Inc., au Idabo Cerporstica

LOT 16, BLOCK 2, OF GOLDEN TEE ESTATES 2ND ADDITION, ACCORDING TO THE PLAT THEREOF,
RECORDED IN BOOK 8 OF PLATS, PAGE 75, RECORDS OF BONNER COUNTY.

together with sheir sppurtenances.
pact; So e nber 26 1043
’ -

Pend Orelllc Bonaer

Development, LL
Wmmmmmmm Inc.

M}’Q_,/

ACCOMMODATION RE"‘BFEDF\:C
THLE NSURARCE £,

B Churtor W Rowves SANDPOINT THLE
NOT Exmmm ﬂSSbMES
NO LABKITY AS TO THE VALIBITY AND
TS EFFECTS UPON THE TITLE.

stateor  LDART '

comrvor DounER  1®

on tis 2 I 2 sy ot EPE M Béifonrs, betors me, a Notary Public in and for said stae, persanaily
sppesred Chartes W, iocves as Prasident of Pend Ocelile Bonmer Development HoldIngs, Iac known or
ieniificd o me 0 be e Manager in the Limited Lisbilily Company known as Pend Oreille Boaner
mnuznwwmammmnmwmwmmmmmm

ssme i snid LEC name.
IN WITNESS WHEREOF, § have hereunte set my hand and affixed my official seaf the day and year in this
certificate (st sbove written.




T —

L

BONNER COUNTY, SANDPOINT, IDAHO
5202014 11:05:17AV “lo. of Pages: 1
QUITCLAIM DEED Recorded for: SANDP{ ITLE INSURANCE
R ANNDUTSON-SATE: Foe: $10.00
Ex-Officio Recorder Deputy "
FOR VALUE RECRIVED, e QU CLAB DEED) (%8

Peund Oreills Bonner Developmest, LLC, s Nevada Limited Lishility Company
do{es) hereby convey, release, remise and forever quitchsim unio
VP iac., an [daho Corportion

described promises together wilh sy .
LOT 7, BLOCK S, OF GOLDEN TEE ESTATES 4TH ADDITION, ACCORDING TO THE PLAT THEREOF,
RECORDED IN BCGOK 8 OF PLATS, PAGE 30, RECORDS OF BONNER COUNTY.

together with their appurtenances.
Dued: Se g2 fe 29 2083
=/ -

' Pend Oreille Bomer Developmsnt, LLC

By: Pend Oreille Bormer Development Heldings, Inc.
Its: Manager
_%4" ’ 'é\’ ACCOMMODATION RECORDING
BY: Charles W_ Reeves mmmﬁa&ﬁﬂa"w HAS
TTS: President NOT EXAMINED THIS DOCUMENT, ASSUMES
NGO UABILITY AS TO THE VALDITY AND

‘ﬂ'S EFFECTS UPCN JHE TOLE.

stateor LDAID }

1=

countyor _IBOUNEL 1
mﬁﬁwmu-wmhuﬁmmm

Mw.m.mawmm—zmwmmuw
Whm&hh”iﬁ“%ﬁm“uhﬂmm
Mmmwummmwumuhwmc

ssruc i said LLC name.
IN WITNESS WHEREDF, [ have hereunio set my hand and affixed my official seal the day and year i this.
centificate first above writen.

&

{

Wy,
KAY,

!

i i s s s s e ma,

Exhibit




Richard L. Stacey, ISB #6800

Jeff R. Sykes, ISB #5058

McCONNELL WAGNER SYKES & STACEY PLic
827 East Park Boulevard, Suite 201

Boise, Idaho 83712

Telephone: 208.489.0100

Facsimile: 208.489.0110
stacey@mwsslawyers.com
sykes@mwsslawvers.com

Attorneys For Valiant Idaho, LLC

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC,,

formerly known as
NATIONAL GOLF BUILDERS, INC.,

a Nevada corporation,

Plaintiff,

VS.

PEND OREILLE BONNER
DEVELOPMENT, LLC,
a Nevada limited liability company; et al.,

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.
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DECREE OF FORECLOSURE

Honorable Barbara A. Buchanan
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THIS DECREE OF FORECLOSURE IS ENTERED AS FOLLOWS:
1. Pursuant to the Judgment entered in this case, Valiant Idaho, LLC (“Valiant”) has and
does recover this Decree of Foreclosure, hereby judicially foreclosing those certain mortgages

identified as:

I A mortgage recorded on March 15, 2007 as Instrument
Nos. 724829 and 724834, Records of Bonner County, Idaho (“RE

Loans Mortgage);

ii. A mortgage recorded on August 6, 2008 as Instrument
Nos. 756394, 756395 and 756396, Records of Bonner County, Idaho

(“Pensco Mortgage”); and

iii. A mortgage recorded on August 6, 2008 as Instrument
Nos. 756397, 756398 and 756399, Records of Bonner County, Idaho

(“MFO08 Mortgage™).

2. The RE Loans Mortgage, the Pensco Mortgage, and the MF08 Mortgage are recorded
against real property located in the County of Bonner, State of Idaho, and more particularly described
and depicted on Exhibit A attached hereto (“Real Property™).

3. The Real Property shall be sold by the Sheriff of Bonner County, Idaho, by levy and
execution according to the law and practice of this Court, subject to the statutory right of Defendants
to redeem the Real Property in accordance with the laws of the State of Idaho.

4. Valiant has a secured first priority interest in and to the Real Property by virtue of the
RE Loans Mortgage. Valiant shall be entitled to credit bid the amounts secured by the RE Loans
Mortgage set forth in the Judgment, plus any additional prejudgment and/or post-judgment interest

that accrues thereon until the date of the foreclosure sale. Post-judgment interest shall accrue in

accordance with Idaho law, which is currently 5.375%.

DECREE OF FORECLOSURE - Page 2
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S. Valiant has a secured second priority interest (second only to the priority of Valiant by
virtue of the RE Loans Mortgage) in and to the Real Property by virtue of the Pensco Mortgage.
Should any portion of the Real Property remain to be sold after Valiant credit bids the amounts
secured by the RE Loans Mortgage, Valiant shall be entitled to credit bid the amounts secured by the
Pensco Mortgage set forth in the Judgment, plus any additional prejudgment and/or post-judgment
interest that accrues thereon until the date of the foreclosure sale. Post-judgment interest shall accrue
in accordance with Idaho law, which is currently 5.375%.

6. Valiant has a secured third priority interest (third only to the priorities of Valiant by
virtue of the RE Loans Mortgage and the Pensco Mortgage) in and to the Real Property by virtue of
the MF08 Mortgage. Should any portion of the Real Property remain to be sold after Valiant
credit bids the amounts secured by the RE Loans Mortgage and the Pensco Mortgage, Valiant shall
be entitled to credit bid the amounts secured by the MF08 Mortgage set forth in the Judgment,
plus any additional prejudgment and/or post-judgment interest that accrues thereon until the date of
the foreclosure sale. Post-judgment interest shall accrue in accordance with Idaho law, which is

currently 5.375%.

7. The Real Property shall be sold in accordance with the laws of the State of Idaho and
as set forth in the Order of Sale which shall be entered by this Court.

8. The Sheriff shall give notice of such sale in the manner provided by law. At the time
of the sale, any party to this action may purchase the Real Property and, thereafter, the Sheriff will
make, execute and deliver to the purchaser or purchasers a certificate of sale; and, following the

expiration of the period of redemption, a Sheriff’s Deed of the premises so sold, and setting forth the

Real Property, or portion thereof, sold and the sum paid therefor.

DECREE OF FORECLOSURE - Page 3
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9. Valiant shall be allowed to credit bid against the sums found owing to it as set forth
hereinabove. Any other person may become a purchaser for cash upon proof of sufficient funds.

10. Out of the monies arising from the sale, after deducting the Sheriff’s fees and
expenses of the sale, the Sheriff shall pay to Valiant or Valiant’s attorney all monies up to the sum of

$17,148,242.08, together with prejudgment and post-judgment interest thereon as set forth in

the Judgment. The Sheriff shall deposit with the Clerk of the Bonner County Court any
surplus money arising from the sale of the Real Property under the Judgment, subject to further order

of this Court, and the Sheriff shall make a report of the sale and file the report with the Clerk of the
Bonner County Court within the time required by law.

11. The Sheriff shall execute and deliver to the purchaser with the highest bid a certificate
of sale for the Real Property, or portion thereof purchased.

12. After confirmation of the sale of the Real Property, the purchaser or purchasers,
or their heirs or assigns, shall be let into possession of the Real Property on production of the
certificate of sale or a duly authenticated copy thereof, and each and every other party to this action
who may be in possession of any portion of the Real Property, and every other person who since the
filing of notice of pendency of this action has come into possession thereof, or any part thereof,

shall deliver to such grantee or grantees named in the certificate of sale possession of the

Real Property as described under the certificate of sale.

DECREE OF FORECLOSURE - Page 4
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13.  Any interest held by North Idaho Resorts, LLC, JV, LLC and VP, Incorporated,
and every other party to this case, is junior and subject to the interests of Valiant by virtue of the
RE Loans Mortgage, the Pensco Mortgage and the MFO8 Mortgage, or have been released of record;
and any party and all persons claiming under said parties party are and shall be forever barred and

foreclosed of all right, title and interest and equity of redemption to the Real Property, except the

right of redemption as provided by the statutes of the State of Idaho.

14. All parties and all persons claiming under them shall be and hereby are enjoined from

committing waste upon the Real Property, and from doing any other action that may impair the value

of the Real Property at any time between the date of this Judgment and the date of sale unless,

meanwhile, the Real Property shall have been redeemed as provided by law.

— ‘\\‘ “3' =

DATED this__> dayof _ [+ %' 2015,

&

Y AN

S S SN\
Honorable Barbara A. Buchanan
Judge of the First Judicial District
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the . ) day of (/&a (/’2(5%2015, a true and

correct copy of the foregoing document was served by the method_iddicated below upon the
following party(ies):

Bruce A. Anderson, Esq. [x ] U.S. Mail
Elsaesser Jarzabek Anderson Elliott & [ 1 Hand Delivered
MacDonald, Chtd [ ] Facsimile
320 East Neider Avenue, Suite 102 [ 1 Overnight Mail
Coeur d” Alene, Idaho 83815 [ ] Electronic Mail

Telephone: 208.667.2900 .
Facsimile: 208.667.2150 brucea@ejame.com
Counsel For Jacobson, Lazar and Sage Holdings

Brent C. Featherston, Esq. [£ ] U.S.Mail
Featherston Law Firm, Chtd [ ] Hand Delivered
113 South Second Avenue [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
[ ] Electronic Mail

Telephone: 208.263.6866
Facsimile: 208.263.0400 o
Counse!l For Pensco/Mortgage Fund bef@featherstonlaw.com
[X.1 U.S.Mail
[ ]

Gary A. Finney, Esq.

Finney Finney & Finney, P.A. Hand Delivered
120 East Lake Street, Suite 317 [ 1 Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.7712 [ ] Electronic Mail
Facsimile: 208.263.8211 y

Counsel For J V., LLC earvfioney@finneylaw.net
D. Toby McLaughlin, Esq. [ )C ] U.S.Mail

Berg & McLaughlin [ ] Hand Delivered
414 Church Street, Suite 203 [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.4748 [ ] Electronic Mail

Facsimile: 208.263.7557 tobv@ ipointlaw.com

Counsel For Idaho Club HOA/Panhandle Mngmnt

DECREE OF FORECLOSURE - Page 6
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Richard L. Stacey, Esq. [ 1 US. Mail

Jeff R. Sykes, Esq. [ X] Hand Delivered
McConnell Wagner Sykes & Stacey PLLC [ " ] Facsimile

827 East Park Boulevard, Suite 201 [ ] Overnight Mail
Boise, Idaho 83712 [ ] Electronic Mail
Telephone: 208.489.0100 stac AWVers.com
Facsimile: 208.489.0110 .k weslaw ' cem
Counsel For Valiant Idaho, LLC ' —
Susan P. Weeks, Esq. [ Y] U.S. Mail

James, Vernon & Weeks, PA [ 1 Hand Delivered
1626 Lincoln Way [ ] Facsimile

Coeur d’Alene, Idaho 83814 [ ] Overnight Mail
Telephone: 208.667.0683 [ 1 Electronic Mail
Facsimile: 208.664.1684 ..

Counsel For VP Incorporated/North Idaho Resorts sweeks@jvwlaw.net

7o |
i
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Richard L. Stacey, ISB #6800

Jeff R. Sykes, ISB #5058

McCONNELL WAGNER SYKES & STACEY PLC
827 East Park Boulevard, Suite 201

Boise, Idaho 83712

Telephone: 208.489.0100

Facsimile: 208.489.0110

stacev(@mwsslawyers.com
sykes@mwsslawyers.com

Attorneys For Valiant Idaho, LLC

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC,,

formerly known as
NATIONAL GOLF BUILDERS, INC.,

a Nevada corporation,

Plaintiff,
VS.

PEND OREILLE BONNER
DEVELOPMENT, LLC,
a Nevada limited liability company; et a!.,

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.
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JUDGMENT IS ENTERED AS FOLLOWS;

1. Valiant Idaho, LLC (*Valiant”) has and does recover this Judgment.

2. With respect to Valiant’s cause of action against Pend Oreille Bonner
Development, LLC (*POBD”) for POBD’s breach of its loan agreement with R.E. Loans, LLC,
Valiant is awarded damages in the principal amount of $1,944,002.79. This damage amount is
comprised of the unpaid principal loan amount of $278,147.65 and the property taxes paid by Valiant
in the amount of $1,665,855.12. Valiant is also awarded prejudgment interest on these amounts.
Prejudgment interest has accrued against the unpaid loan amount at the contractual interest rate
totaling $560,458.67 thru June 24, 2015. Prejudgment interest will continue to accrue thereafter ata
per diem rate of $336.02 until final judgment is entered in this case. Prejudgment interest has
accrued against the unpaid property taxes at the statutory interest rate totaling $209,213.76 thru
July 24, 2015. Prejudgment interest will continue to accrue thereafter at a per diem rate of $547.68
until final judgment is entered in this case. The damages and prejudgment interest awarded to
Valiant pursuant to this cause of action are secured by a mortgage recorded on March 15, 2007
as Instrument Nos. 724829 and 724834, Records of Bonner County, Idaho (“RE Loans Mortgage”).

3. With respect to Valiant’s cause of action against POBD for POBD’s breach of its
loan agreement with Pensco Trust Co. (“Pensco’™), Valiant is awarded damages in the amount of
$2,700,000.00. Valiant is also awarded prejudgment interest on this amount. Prejudgment interest
has accrued against this amount at the contractual interest rate totaling $5,758,185.80 thru
July 24, 2015. Prejudgment interest will continue to accrue thereafter at a per diem rate 0£$3,374.80

until final judgment is entered in this case. The damages and prejudgment interest awarded to

JUDGMENT - Page 2
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Valiant pursuant to this cause of action are secured by a mortgage recorded on August 6, 2008

as Instrument Nos. 756394, 756395 and 756396, Records of Bonner County, Idaho

(“Pensco Mortgage™).

4. With respect to Valiant’s cause of action against POBD for POBD’s breach of
its loan agreement with Mortgage Fund *08 LLC (“MF08”), Valiant is awarded damages in the
amount of $2,127,409.34. Valiant is also awarded prejudgment interest on this amount.
Prejudgment interest has accrued against this amount at the contractual interest rate totaling
$3,848,971.72 thru July 24, 2015. Prejudgment interest will continue to accrue thereafter at a
per diem rate of $2,429.91 until final judgment is entered in this case. The damages and
prejudgment interest awarded to Valiant pursuant to this cause of action are secured by a mortgage

recorded on August 6, 2008 as Instrument Nos. 756397, 756398 and 756399, Records of

Bonner County, Idaho (“MFO08 Mortgage™).

3. With respect to Valiant’s causes of action to judicially foreclose the RE Loans

Mortgage, the Pensco Mortgage and the MF08 Mortgage, Valiant is awarded a decree of foreclosure
that shall be separately entered by this Court, such that the real property subject to said Mortgages
shall be sold by the Sheriff of Bonner County, Idaho, by levy and execution according to the law and

practice of this Court, subject to the statutory right of Defendants to redeem the real property in

accordance with the laws of the State of Idaho.

6. Any interest held by North Idaho Resorts, LLC, JV, LLC and VP, Incorporated,
and every other party to this case, is junior and subject to the interests of Valiant by virtue of the
RE Loans Mortgage, the Pensco Mortgage and the MF08 Mortgage, or have been released of record;

and any party and all persons claiming under said parties party are and shall be forever barred and

JUDGMENT - Page 3
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foreclosed of all right, title and interest and equity of redemption to the real property, except the right

of redemption as provided by the statutes of the State of Idaho.

~ .
o AT
DATED this g day of Tw ‘J\“ » 2015.

Honorable Barbara A. Buchanan
Judge of the First Judicial District

RULE 54(b) CERTIFICATE

SR

With respect to the issues determined by the above Judgment,

IT IS HEREBY CERTIFIED, in accordance with Rule 54(b) of the I@aho‘"Ruié of
Civil Procedure, that the Court has determined there is no just reason for delay of the entry of a final
judgment and that the Court has and does hereby direct that the above Judgment shall be a final

judgment upon which execution may issue and an appeal may be taken as provided by the

Idaho Appellate Rules.
7 >N ) ‘Y“
DATED this _—> _ day of [ iv«"~f‘*~=,§ LN L2018,
LU o
Honorable Barbara A. Buchanan
Judge of the First Judicial District
JUDGMENT - Page 4
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CERTIFICATE OF SERVICE
—f

I HEREBY CERTIFY that on the (O  day of { 4/;(,4{,{’/ 2015, a truc and

correct copy of the foregoing document was served by the m&o@é&d below upon the
following party(ies):

Bruce A. Anderson, Esq. [ L] U.S. Mail
Elsaesser Jarzabek Anderson Elliott & [ ] Hand Delivered
MacDonald, Chtd [ 1 Facsimile
320 East Neider Avenue, Suite 102 [ 1 Ovemight Mail
Coeur d’ Alene, Idaho 83815 [ ] Electronic Mail

Telephone: 208.667.2900 -
bruceai@ejame.com

Facsimile: 208.667.2150
Counsel For Jacobson, Lazar and Sage Holdings

Brent C. Featherston, Esq.

[ X] U.S.Mail

Featherston Law Firm, Chtd I' ] Hand Delivered
113 South Second Avenue [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.6866 [ 1 Electronic Mail

L -
Facsimile: 208.263.0400 bef @ featherstonlaw.com

Counse! For Pensco/Mortgage Fund

Gary A. Finney, Esq. [ X] U.S. Mail

Finney Finney & Finney, P.A. [ ] Hand Delivered
120 East Lake Street, Suite 317 [ ] Facsimile
Sandpoint, Idaho 83864 [ ] Ovemight Mail
Telephone: 208.263.7712 { ] Electronic Mail
Facsimile: 208.263.8211 - - )
Counsel For J.V., LLC erliones ¢ finncvlaw get
D. Toby McLaughlin, Esq. [ A] U.S. Mail

Berg & McLaughlin [ ] Hand Delivered
414 Church Street, Suite 203 [ ] Facsimile
Sandpoint, Idaho 83864 [ 1 Overnight Mail
Telephone: 208.263.4748 [ ] Electronic Mail
Facsimile: 208.263.7557 toby@sandpointlaw.com

Counsel For Idaho Club HOA/Panhandle Mngmnt

JUDGMENT - Page 5
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Richard L. Stacey, Esq. [ ] U.S. Mail

Jeff R. Sykes, Esq. [ X1 Hand Delivered

McConnell Wagner Sykes & Stacey PLLC [ ] Facsimile

827 East Park Boulevard, Suite 201 [ ] Overnight Mail

Boise, Idaho 83712 [ ] Electronic Mail

Telephone: 208.489.0100 ,

Facstmile: 208.489.0110 stacey@mwssigwyers.com
svkes@mwsslawyers.com

Counsel For Valiant Idaho, LLC
Susan P. Weeks, Esq.

[¥] U.S. Mail

James, Vernon & Weeks, PA [ 1 Hand Delivered
1626 Lincoln Way [ ] Facsimile
Coeur d’Alene, Idaho 83814 [ ] Overnight Mail
Telephone: 208.667.0683 [ ] Electronic Mail
Facsimile: 208.664.1684 sweeks@ivwlaw net

Counsel For VP Incorporated/North Idaho Resorts

-~ . - P

u&_,»(/&_.»

Clepi('oftheCourt J_LL ,J‘-;_\Lj’
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GARY A. FINNEY

FINNEY FINNEY & FINNEY, P.A.
Attorneys at Law

0ld Power House Building

120 East Lake Street, Suite 317
Sandpoint, Idaho 83864

Phone: (208) 263-7712

Fax: (208) 263-8211

ISB No. 1356

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER
GENESIS GOLF BUILDERS, INC., Case No. CV-2005-1810
formerly known as National Golf
Builders, Inc., a Nevada
corporation,

JV L.L.C.’S DEFENDANTS TRIAL
EXHIBIT

Plaintiff,

v.

)

)

)

)

)

)

)

)

)
PEND OREILLE BONNER DEVELOPMENT, )
LLC, a Nevada limited liability )
company; R.E. LOANS, LLC, a )
California limited liability )
company; DAN S. JACOBSON, an )
individual, SAGE HOLDINGS LLC, an )
Idaho limited liability company; )
STEVEN G¢. LAZAR, an individual; )
PENSCO TRUST CO. CUSTODIAN FBO )
BARNEY NG; MORTGAGE FUND '08 LLC, )
a Delaware limited liability )
company; VP, INCORPORATED, an )
Idaho corporation; JV L.L.C., an )
Idaho limited liability company: )
WELLS FARGO FOOTHILL, LLC, a )
Delaware limited liability )
company; INTERSTATE CONCRETE AND )
ASPHALT COMPANY, an Idaho )
corporation; T-O ENGINEERS, INC., )
fka Toothman-Orton Engineering )
Company, an Idaho corporation; )

JV L.L.C.’S DEFENDANTS TRIAL EXHIBITS -~ 1
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PUCCI CONSTRUCTION INC., an Idaho
corporation; ACI NORTHWEST, INC.,
an Idaho corporation; LUMBERMENS,
INC., dba ProBuild, a Washington
corporation; ROBERT PLASTER dba
Cedar Etc; NORTH IDAHO RESORTS,
LLC, an Idaho limited liability
company; R.C. WORST & COMPANY,
INC., an Idaho corporation; DOES
1 through X,

Defendants.

AND RELATED COUNTERCLAIMS, CROSS-
CLAIMS, AND THIRD-PARTY
COMPLAINTS

GENESIS GOLF BUIDLERS, INC.,
formerly known as NATIONAL GOLF

BUILDERS, INC., a Nevada
corporation,

Plaintiff,

v.

PEND OREILLE BONNER DEVELOPMENT,
LLC, a Nevada limited liability
company; et al,

Defendants.

AND RELATED COUNTERCLAIMS, CROSS-
CLAIMS, AND THIRD-PARTY
COMPLAINTS

VALIANT IDAHO, LLC, an Idaho
limited liability company,

Third Party
Plaintiff,

V.

JV L.L.C.’S DEFENDANTS TRIAL EXHIBITS - 2
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PEND ORIELLE BONNER DEVELOPMENT
HOLIDNGS, INC., a Nevada
corporation; BAR K, INC., a
California corporation:;
TIMBERLINE INVESTMENTS LLC, an
Idaho limited liability company;
AMY KORENGUT, a married woman;
HLT REAL ESTATE, LLC, an Idaho
limited liability company;
INDEPENDENT MORTGAGE LTD. CO., an
Idahe limited liability company;
PANHANDLE MANAGEMENT
INCORPORATED, an Idaho
corporation; FREDERICK J. GRANT,
an individual’ CRISTINE GRANT, an
individual; RUSS CAPITAL GROUP,
LIC, an Arizona limited liability
company,; MOUNTINA WEST BANK, a
division of GLACIER BANK, a
Montana corporation; FIRST
AMERICAN TITLE COMPANY, a
California corporation; NETTA
SOURCE LLC, a Missouri limited
liability company; MONTAHENO
INVESTMENTS, LLC, a Nevada
limited liability company:
CHARLES W. REEVES and ANN B.
REEVES, husband and wife; and
C.E. KRAMER CRANE & CONTRACTING,
INC., an Idaho corpeoration,

Third Party
Defendants.

JV L.L.C., an Idaho limited
liability company,

Defendant and Cross-
Claimant against all of the
Defendants and Third
Party Plaintiff,

V.

VALIANT IDAHO, LLC, an Idaho
limited liability company; V.P.,

JV L.L.C.’S DEFENDANTS TRIAL EXHIBITS - 3

N Sttt
vvvvwvvvvvvvvvwvwvwvwvwvwvvwvv;;vv [
St N N Nt N

3090




INC., an Idaho corporation; )
RICHARD A. VILLELLI, a married )
man; MARIE VICTORIA VILLELLI, a )
married woman; VILLELLI )
ENTERPRISES, INC., a California )
corporation; RICHARD A. VILLELLI, )
as TRUSTEE OF THE RICHARD ANTHONY )
VILLELLI AND MARIE VICTORIA )
VILLELLI REVOCABLE TRUST; THE )
IDAHO CLUB HOMEOWNERS )
ASSOCIATION, INC., an Idaho )
corpeoration; the entity named in )
Attorney Toby McLaughlin’s Notice )
of Unpaid Assessment as PANHANDLE )
MANAGEMENT, INCORPORATED, an )
Idaho corporation; and HOLMBERG )
HOLDINGS, LLC, a Califormnia )
limited liability company, )

)

)

)

)

Third Party
Defendants.

COMES NOW, the Defendant, JV, L.L.C., by and through its
attorney GARY A. FINNEY of Finney Finney & Finney, P.A., and

submits Defendant JV, LLC’s Exhibit List and Exhibits A through

N attached hereto.

DATED this /0 Z‘day of August, 2015.

,{fwé&q
GARY

. FINNEzvf/’
Att ey for JV L.L.C,

JV L.L.C.’S DEFENDANTS TRIAL EXHIBITS - 4
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the K
foregoing was delivered via US Mail, postage prepaid, this é_’/
day of August, 2015, and was addressed as follows: eF

Richard Stacey/Jeff Sykes
MCCONNELL WAGNER SYKES & STACEY PLLC
827 East Park Boulevard, Suite 201

Boise, ID 83712
[Attorney for R.E. LOANS, LLC & VALIANT IDAHO LLC]

Susan Weeks
Steven C. Wetzel
JAMES, VERNON & WEEKS, P.A.
1626 Lincoln Way
Coeur d’Alene, ID 83814
[Attorney for NORTH IDAHO RESORTS, LLC, V.P. INC, & FOR JV’'S

THIRD PARTY DEFENDANTS

By: 44%w'£éﬁ.‘q
! /
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DEFENDANT JV, LLC’S EXHIBIT LIST

CASE NO: CV-08-1810 PLAINTIFEF’'S COUNSEL:
DATE: August 10, 2015 DEFENDANT JV,LLC’'s COUNSEL: Gary A. Finney
PLAINTIFFS: GENESIS GOLF BUILDERS, INC.
DEFENDANTS : PEND OREILLE BONNER DEVELOPMENT, LLC, et al.
S P D | DESCRIPTION M (O |JR |A |A U
T L E A |F |E |D |D |N
A A F R |F{J (MM |D
T I E K E E I I E
E N N E R C T T R
T D D E T T T A
I A D |E |E |E |D
F N D {D |D |V
F T I
B |s
Y |E
5 | M
T |E
I N
P |T

Secured Promissory Note, October
20, 1995, original sum
$2,264,500.00 to JV, LLC from
V.P., Richard Villelli, Villelli
Enterprises, Villelli Trust (all
as makers)

Mortgage recorded October 24,
1985, Instrument No. 474746 (V.P.
Inc, Mertgagor; JV, LLC,
Mortgagee)

Panhandle Escrow No. 2067429,
Ledger of Payments & Unpaid
Balance

Third Amended and Restated Real
Property Purchase and Sale
Agreement, January 6, 2005, North
Idaho Resorts/MDGM

E Third Amendment to Indebtedness
and to Real Estate Security and
Subordination Agreement as
recorded June 24, 2008,
Instrument No. 753907

F | Deposition of Chuck Reeves on
in BC Case No. CV-2011-0135

G | Findings of District Judge
Griffin in BC Case No. CV-2011-

0135

DEFENDANT'S EXHIBIT LIST
Page 1
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Seller’s Closing Statement HUD-1
of 06/14/2006

Borrower’s Closing Statement of
7/31/2008

Borrower’s Final Settlement
Statement of 08/06/2008

Notice of Redemption dated July
1, 2014, JV to BC Tax Collector

Redemption Deed, dated July 2,
2014, recorded July 7, 2014 as
Instrument No. 861430 & re-
recorded _August 22, 2014 as
Instrument No. 863295

Bonner County Treasurer’s Map
showing real estate redeemed JV,
and remainder of land redeemed by

Valiant

Redemption Deed, dated July 7,
2014, recorded July 8, 2014 as
Instrument No. 861460 & re-
recorded _August 22, 2014 as

| Instrument No. 863298

NIK|IM|Z|d|ld|d|w|iw|O|mw|o

DEFENDANT 'S EXHIBIT LIST
Page 2
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GARY A. FINNEY

FINNEY FINNEY & FINNEY, P.A.
Attorneys at Law

Old Power House Building
120 East Lake Street, Suite 317
Sandpoint, Idaho 83864

Phone: (208) 263-7712

Fax: (208) 263-8211

ISB No. 1356

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC.,
formerly known as National Golf
Builders, Inc., a Nevada
corporation,

Plaintiff,

v.

PEND OREILLE BONNER DEVELOPMENT,
LLC, a Nevada limited liability
company; R.E. LOANS, LLC, a
California limited liability
company; DAN S. JACOBSON, an
individual, SAGE HOLDINGS LLC, an
Idaho limited liability company:;
STEVEN G. LAZAR, an individual;
PENSCO TRUST CO. CUSTODIAN FBO
BARNEY NG; MORTGAGE FUND ‘08 LILC,
a Delaware limited liability
company; VP, INCORPORATED, an
Idaho corporation; JV L.L.C., an
Idahe limited liability company:
WELLS FARGO FOOTHILL, LLC, a
Delaware limited liability
company; INTERSTATE CONCRETE AND
ASPHALT COMPANY, an Idaho
corporation; T-O ENGINEERS, INC.,
fka Toothman-Orton Engineering
Company, an Idaho corporation:

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Case No. CV-20095-1810

JV L.L.C.’S MOTION TO
RECONSIDER, ALTER, AND AMEND
THE JUDGMENT (RULE 11(B) AND
RULE 52 (b); AND REQUEST FOR
HEARING

JV L.L.C.7S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT

(RULE 11(B) AND RULE 52 (b); AND REQUEST FOR HEARING - 1
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PUCCI CONSTRUCTION INC., an Idaho
corporation; ACI NORTHWEST, INC.,
an Idaho corporation; LUMBERMENS,
INC., dba ProBuild, a Washington
corporation; ROBERT PLASTER dba
Cedar Etc; NORTH IDAHO RESORTS,
LLC, an Idaho limited liability
company; R.C. WORST & COMPANY,
INC., an Idaho corporation; DOES
1 through X,

Defendants.

AND RELATED COUNTERCLAIMS, CROSS-
CLAIMS, AND THIRD-PARTY
COMPLAINTS

GENESIS GOLF BUIDLERS, INC.,
formerly known as NATIONAL GOLF

BUILDERS, INC., a Nevada
corporation,

Plaintiff,

v.

PEND OREILLE BONNER DEVELOPMENT,
LLC, a Nevada limited liability
company,; et al,

Defendants.

AND RELATED COUNTERCLAIMS, CROSS~
CLAIMS, AND THIRD-PARTY
COMPLAINTS

VALIANT IDAHO, LLC, an Idaho
limited liability company,

Third Party Plaintiff,
v.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

PEND ORIELLE BONNER DEVELOPMENT

JV L.L.C.’S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
(RULE 11(B} AND RULE 52 (b); AND REQUEST FOR HEARING - 2
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HOLIDNGS, INC., a Nevada )
corporation; BAR K, INC., a )
California corporation; )
TIMBERLINE INVESTMENTS LLC, an )
Idaho limited liability company: )
AMY KORENGUT, a married woman; )
HLT REAL ESTATE, LLC, an Idaho )
limited liability company: )
INDEPENDENT MORTGAGE LTD. CO., an )
Idaho limited liability company:; )
PANHANDLE MANAGEMENT )
INCORPORATED, an Idaho )
corporaticn; FREDERICK J. GRANT, )
an individual’ CRISTINE GRANT, an )
individual; RUSS CAPITAL GROUP, )
LLC, an Arizona limited liability )
company; MOUNTIAN WEST BANK, a )
division of GLACIER BANK, a )
Montana corporation; FIRST )
AMERICAN TITLE COMPANY, a )
California corporation; NETTA )
SOURCE LLC, a Missouri limited )
liability company; MONTAHENO )
INVESTMENTS, LLC, a Nevada )
limited liability company; )
CHARLES W. REEVES and ANN B. )
REEVES, husband and wife; and )
C.E. KRAMER CRANE & CONTRACTING, )
INC., an Idaho corporation, )
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

Third Party Defendants.

JV L.L.C., an Idaho limited
liability company,

Defendant and Cross-
Claimant against all of the
Defendants and Third Party
Plaintiff,

v.

VALIANT IDAHO, LLC, an Idaho
limited liability company; V.P.,
INC., an Idaheo corporation;
RICHARD A. VILLELLI, a married

JV L.L.C.7S$ MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
(RULE 11(B) AND RULE 52 (b); AND REQUEST FOR HEARING - 3

3097



man; MARIE VICTORIA VILLELLI, a )
married woman; VILLELLI )
ENTERPRISES, INC., a California )
corporation; RICHARD A. VILLELLI, )
as TRUSTEE OF THE RICHARD ANTHONY )
VILLELLI AND MARIE VICTORIA )
VILLELLI REVOCABLE TRUST; THE )
IDAHO CLUB HOMEOWNERS )
ASSOCIATION, INC., an Idaho )
corporation; the entity named in )
Attorney Toby McLaughlin’s Notice )
of Unpaid Assessment as PANHANDLE )
MANAGEMENT, INCORPORATED, an )
Idaho corporation; and HOLMBERG )
HOLDINGS, LLC, a California )
limited liability company, )

)

)

Third Party Defendants.

COMES NOW JV, L.L.C. (“JV”) and submits its Motion to
Reconsider (Rule 1l1l{a) {(2) (B) and tc alter and amend (Rule

52(b)). The Court is moved to reconsider, alter, and amend all

of the following:

1. Memorandum Decision & Order Granting Valiant's
Motion for Summary Judgment, filed April 14, 2015

2. Memorandum Decision and Order Re: 1) JV; NIR; and
VP’'s Motion to Reconsider filed July 21, 2015

3. Judgment filed August 5, 2015

4. Decree of Foreclosure filed August 8, 2015

5. Order of Sale, ordered by the Court in open

Court, but not yet filed.

I. THE “FORM” OF JUDGMENT

1. JUDGMENT was entered by the Court on August 5, 2015.

As a party, JV has fourteen (14) days after the JUDGMENT to file

JVv L.L.C.”S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
(RULE 11(B) AND RULE 52 (b); AND REQUEST FOR HEARING - 4
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its Motions, and JV’'s Motions are timely.

2. First, the JUDGMENT fails to comply with Rule 10(a) (1)
requiring a Jjudgment to contain a caption setting forth the
names of the parties. The Complaint must name all parties, but
“subsequent pleadings” may use the name of the first party on
each side. A 3judgment is not a pleading, and it requires the
caption with all parties’ names.

3. Secondly, after the Judgment the Court entered a

separate Decree of Foreclosure. Rule 54 (a) requires a Judgment

and no further Orders or Decrees as a separate document. These
matters must be in the JUDGMENT. If an appeal be taken, the
Idaho Supreme Court will require only a JUDGMENT in conformity
with Rule 54 (a).

4. Additionally, in open Court on hearing on August 5,
2014, on Valiant’s Motion For Order of Sale, the Court stated
that it would sign the Judgment and then sign a separate Order
For Sale would be entered by the Court. This subsequent Order
For Sale has not been received by JV’'s counsel; however, any
Order of Sale violates Rule 54 (a) as it is post-judgment and is
not a Judgment and therefore not appealable. Further, Idaho
Code Title 6, Chapter 1 is the “one-action” rule for mortgage

foreclosures. Idahe Code §6-101, second sentence states, that

the Court may, by its judgment, direct a sale of the encumbered
property.

J¥ L.L.C."S MOTION TC RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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5. In summary, both the Decree of Foreclosure and the

Order of Sale must be in the JUDGMENT.

6. The Order of Sale to sell the encumbered property in

order requested by the Creditor, Valiant, vioclates Idaho Code
$§11-301, in that there are 3 Jjudgments i.e., RE, Penso, MF08.
The real estate would have a fair market value in excess of the
RE debt. The statute allows the judgment creditor to indicate
the order in which the property is to be sold - there must be a
levy only on such property as the judgment debtor indicates.

Under §11-304 Conduct of Sale requires known lots or parcels to

be sold separate.

In short, neither Idahc Code, nor the Rules contain

authority for an Order of Sale. Rule 64 states that the process
to enforce a judgment is a Writ of Execution.

I¥. SUMMARY JUDGMENT IN FAVOR OF VALIANT

7. On April 14, 2014 the Court entered a Memorandum
Decision and Order Granting Valiant 1Idaho, LLC’'s Motion for

Summary Judgment against JV, NIR, and VP. The actual Motion for

Summary Judgment filed by Valiant was on January 20, 2015, in

which Valiant stated the only issue was priority of various

mortgages. Also, at the Court Hearing, March 18, 2015, Vvaliant’s

attorney (Attorney Sykes) orally stated that the only issue was

priority of various mortgages. The Court’s Memorandum Decision

and Order went into matters other than priority and made findings

JV L.L.C.’S MOTION TC RECONSIDER, ALTER, AND AMEND THE JUDGMENT
(RULE 11(B} AND RULE 52 (b); AND REQUEST FOR HEARING -~ 6
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and conclusions that were not within the Motion for Summary

Judgment. The Court’s Memorandum Decision and Order (4-14-15)
cites to a Stipulation to Entry of Judgment against Pend Oreille
Bonner Development (POBD) filed on November 19, 2014. The Court
used this Stipulation to enter a “STIPULATED ORDER”.

On Valiant’s Motion for Summary Judgment, nothing was
included about the Stipulation or “Stipulated Order”. The Court
however used these documents in its Memorandum Decision in
paragraph 7, page 4; paragraph 11, page 54; paragraph 15, page 6.
JV moves the Court to strike from its Memorandum Decision, any
_f_ac£ taken from the “STIPULATION” and “STIPULATED ORDER” between
POBD and Valiant. Such facts are not within the issues or
memcorandum of Valiant. The Court seemed to have gratuitously

included these to benefit Valiant.

8. Valiant’s request for summary Jjudgment only sought to

request that the real estate “in a portion of the Idaho Club

Property described in its Redemption Deed *** is senior to any

right, title, and interest of the Claimants in the property

described in the Redemption Deed”. (See, Declaration of Jeff K.

Sykes, at Ex, 2.) The Court correctly stated this issue in its

Memorandum Decision, page 2, last paragraph. If Valiant had a

right to redeem by reason of Valiant’s assignment, then Valiant

has a senior right by payment of delinquent taxes and receiving a

Redemption Deed as to the ‘“property described in the “Redemption

JV L.L.C.”S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
(RULE 11(B) AND RULE 52 (b); AND REQUEST FOR HEARING - 7
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Deed”. The Redemption Deed only describes a portion of the Idaho
Club Property and the legal description in the Redemption Deed to
Valiant, the 1last page EXCLUDED the real estate previously
redeemed by JV. See JV's Redemption Deed and Valiant’s Redemption
Deed (JV’'s Exhibits M and N), in its Memorandum in Opposition to

Valiant Idaho, LIC’s Motion for Summary Judgment). In paragraph

19, page 7, the Court’s Memorandum Decision correctly stated that

Valiant seeks to foreclosure the Redemption Deed and W“Wr**

adjudication that Valiant’s in the real property described therein

is superior and senior to any interest of the Claimants, i.e. JV”.

In paragraph E, page 15, entitled Valiant’s Redemption Deed

has priority over JV, NIR, and VP, the Court then “finds” valiant

is entitled to include the amount it paid to redeem the property.

“As such, the amount paid by Valiant shall be deemed senior to any

interest (emphasis added) of JV, NIR, and VP.” The Court changed

that wording in its Conclusion and Order, paragraph 2, page 17 of

Memorandum Decision to say,

“Waliant’s interest in the portion of the
Idaho Club Property described in the
Redemption Deed is senior to any right,
title, and interest of JV, NIR and VP in the
property described in the Redemption Deed.
Valiant is entitled to include the amount
paid to Bonner County to redeem the property
with the amount due under the 2007 RE Loans
Note and that amount is entitled to the
priority date of the 2007 RE Loans Mortgage

(i.e., March 15, 2007)."

Jv L.L.C.’'8 MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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In other words, the issue was only as to the portion of real
estate described in Valiant’s Redemption Deed, not all of the POBD
real estate. The Court’s final JUDGMENT, filed August 5, 2015
does NOT mention either JV’'s Redemption Deed or Valiant’s
Redemption Deed. Hence the Court does not find or adjudicate that
Valiant’s interest in Valiant’s Redemption Deed is limited to the
real property described in the Redemption Deed, keeping in mind
that Valiant admits it only redesemed a portion of the real estate.
Therefore, the Judgment gives Valiant priority wunder its
Redemption Deed to all of the Idaho Club real estate, instead of
Just the portion of the Idaho Club described in its Redemption
Deed.

If Valiant held a record interest in the portion of real
estate it redeemed (i.e., its Redemption Deed) as a ‘“party in

interest” (see, Idaho Code §63-1007, first sentence), then Valiant

has the benefit of being subrogated to the County’s tax lien, but
only to the real estate described. Before getting to that result,
the Court must determine whether Valiant is a party in interest
under its Assignment from RE, which was signed by Power of

without meeting the requirement of Idaho Code §45-908

Attorney,

that a power of attorney must be in writing and an assignment of a
mortgage may be recorded in like manner as a mortgage (Idaho Code

§4-909) . Idaho Code §55-806 requires the Power of Attorney to be

first recorded before the instrument signed by power of attorney

JV L.L.C.’S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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is entitled to be recorded. An instrument executed by an attorney
in fact must not be recorded until the power of attorney
authorizing execution of the instrument is filed for record in the

same office.

Valiant’s Exhibit 3 Assigmnment of Mortgage Note and

Redemption Right was recorded July 7, 2014, Instrument No. 861388,
but it is signed by attorney in fact, power of attorney, without

the instrument creating the authority being recorded. By Idaho

Code §55-806, the aforesaid Assignment to Valiant by RE Loans

signed by power of attorney, was not entitled to be recorded.

Therefore, Valiant is not a “party in interest” as required by

Idaho Code §63-1007 tc be a redempticoner. All of the Memorandum

Decisions of the Court did not address JV's claim that Valiant had

no statutory right of redemption.
Valiant’s only communication to the Tax Collector stated “our
group” as the entity seeking to redeem the property that was not

redeemed previously by JV. Nothing was ever presented to the Tax

Collector for any redemption by Valiant, nor was the Assignment
from RE to Valiant presented to the Tax Collector.

III. JV submitted proof of the payoff of any mortgages prior
to August 1, 2008.

There are 3 argument and issues about any debts/mortgages

prior to the July 31, 2008 §$22,270,000.00 August 6, 2008 MFO8

Mortgage from POBD, as follows:

JY L.L.C.’S MOTION TCO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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1. It has been adjudicated that RE has been paid. Union
Bank v. POBD, V.P., NIR, RE and JV, Bonner County Case No. CV-
2011-135 went to trial before District Judge Michael J. Griffin;

all of the Defendants were parties and were represented by
counsel. RE Loans was a party defendant and was represented by
Richard L. Stacey. Valiant through Attorney Stacy has filed the
FINDINGS of Exhibit 14 to his Declaration in support of
Valiant’s Motion for Summary Judgment. These FINDINGS were used
by District Judge Buchanan in the instant action to determine
that V.P. Inc./N.I.R. have been paid and have had lien value as
Vendor on its purchase and sale contract with POBD based on res
judicata and collateral estoppel. By the same reasoning the
finding/conclusion of District Court Judge Griffin would also
bind RE and its assignee, Valiant Idaho in this instant action.
Judge Griffin held in his FINDINGS - (page 3), 5 lines down from
the top of the page that,

“POBD did pay the debt they assumed to RE.” These FINDINGS
were made and filed June 3, 2014, which is long after RE’s 20086
or 2007 Mortgages! Also, Judge Griffin’s Finding

that,

“POBD has not paid the debt they assumed to JV, LLC”. POBD

still owes V.P./NIR on the note and mortgage assumed by POBD and

payable to JV.

This FINDING also binds V.P./NIR in the instant action, and

JV L.L.C."S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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V.P. agrees that POBD did not pay the down payment part of the

purchase price as to POBD’s assumption and payment of the JV

Mortgage.

2. The “First Note”, Loan No P0099, was paid and the

“Second Note”, Loan No. P0l06, was also paid-off, both as part

of the new loan of $22,270,000.00 about 7/31/2008; recording
August 6, 2008. These pay-offs are shown on the Borrower’s
Settlement Statement, JV’s Exhibit B, in opposition Valiant’s
Motion for Summary Judgement as the lines 5 and 6, under the
heading New Loans. This is further verified and repeated on the
Borrower’s Final Settlement Statement, JV’'s Defendants Exhibit
H, in support of JV’'s Opposition to Valiant’s Motion for Summary

Judgment, listed in 2 places, first on lines 5 & 6 under Charge

Description, New Loan(s) as Pay-off First Note, Loan No. P0099,

This JV’'s Exhibit H

and pay-off Second Note, Loan No. P0l0§6.

consists of 4 pages and is signed for POBD by: Charles W.

Reeves, President. On the 3% page are the paragraph L.

Settlement Charges, and line 810 is “Payoff of First Note, Loan

No. P0099” and line 811l is “Payoff of Second Note, Loan No.

P0106.
3. The actual NOTE SECURED BY MORTGAGE from POBD to RE

Loans, dated March 6, 2007, in the sum of $21,200,000.00 on its

face identifies it as Loan No. P0099. This is Valiant’s own

EXHIBIT C to the Affidavit of Charles W. Reeves, dated 12 Nov,

JV L.L.C.’S§ MOCTION TC RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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2014. The actual Mortgage is the next EXHIBIT D to the
Affidavit of Charles W. Reeves, recorded March 15, 2007,
Instrument No. 724829/724834, showing on its face as “Loan No.
PO099. It is an unrefuted fact from POBD’s own records, that
both loans including RE’s 2007 Loan No. 0099 was paid off.

This 2007 RE Mortgage is also paid-off by the terms of the
2008 Mortgage. The All-Inclusive Note Secured By Mortgage
($21,980,000), Loan No. P0106 is Valiant’'s Exhibit “i” to the
Affidavit of Charles Reeves. On page 2 of 7, of said Mortgage,
is “First Included Note, Date of Included Note, March 6,
2007.Mortgage, RE LOANS, Instrument No. 724829 and 724834; Date
of Recording March 15, 20077.

In effect Valiant itself has furnished said Exhibit “i”

proving the 2008 Loan/Mortgage P0106 paid-off the prior 2007

Note/Mbrtggge, Loan No. P0099, as being included in the 2008

Mortgage to MF(S8.

In conclusion, RE Loans 2007 Note/Mbrtgage was paid off in

the Aug 1, 2008 Loan Mortgage to MF08. Therefore,

1. There is no 2007 Loan/Mortgage to RE Loans; and

2. The Assignment of Mortgage Note and Redemption Right,

Valiant’s Exhibit 3, to Attorney Sykes’ Declaration, purportedly
assigning RE Loans March 2007 Note/Mortgage to the Assignee
Valiant Idaho, LLC “Without Representation, WARRANTY OR

RECOURSE” to Assignee: Valiant Idaho, LLC, was for an

JV L.L.C."S MOTION TO RECCONSIDER, ALTER, AND AMEND THE JUDGMENT
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indebtedness/mortgage that was already paid-off. Therefore,

Valiant received no existing March 2007 Note/Mortgage “owed”

from POBD to RE!

The Court’s Memorandum Decision and Order, filed July 21,
2015, page 15, second paragraph states that “Borrower’s Final

Statement”, is unsigned. This is contrary to the proof. Page 4

of that document (JV's Exhibit H) is signed by BY: Charles W.

Reeves, as President for POBD.

IV. CHARLES W. REEVES’ DEPOSITION SWORN TESTIMONY IS THAT
POBD RECEIVED NO MONEY (FUNDS) FROM THE 2008
LOAN/MORTGAGE TO MFO0S8.

In JV’'s Memorandum Opposing Valiant’s Summary Judgment

(filed February 27, 2015) JV furnished the Deposition of

Motion,

Charles W. Reeves, the president/manager of POBD, which was JV’'s

Defendant’s Exhibit E. In Charles Reeve’'s Deposition, he
clearly testified that the Retained Closing Funds (MF08) of
$12,257,174.82, was never disbursed to POBD. The Court is
requested to again read pages 16 and 17 of JV's Memorandum as to

Reeve’s Testimony to the effect that MF08 never funded POBD's

first draw request and POBD did not make any future payments

once MF08 didn’'t fund any additional draws.

Valiant submitted in support of its Motion For Summary
Judgment, the Affidavit of Charles W. Reeves, dated 12 November
2014. In that Affidavit, Charles W. Reeves in paragraph 18,

page 7, identified as Exhibit “I” (i) the All-Inclusive Note

JVv L.L.C.’S MOTION TO RECONSIDER, ALTER, ANC AMEND THE JUDGMENT
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Secured by Mortgage for $21,980,000 to MF08, recorded August 6,
2008. This is the August 2008 loan from MF08 to POBD which
retained all of the remaining loan funds ($12,257,174.82), and
is the same loan that Reeves in his Deposition testified did not
owe anything to MF08 (on the 2008 Mortgage) and POBD did not
make any payments. Reeve’'s Deposition testimony is contrary and
is in opposition to his Affidavit, paragraph 19, page 7 stating,

“i9. POBD borrowed $2,127,409.34 from MF08 pursuant to the
MF08 Note’.

In Reeves’ Affidavit, paragraph 21, he refers to Exhibit
"J” as the All-Inclusive Mortgage to JF08, recorded August 6,
2008. Both the All-Inclusive Note (“"I”) and the All-Inclusive
Mortgage (“J”) on their face designate the Locan No. P0107.

With Reeves’ Affidavit facts clearly disputing his

Deposition facts about any indebtedness under Loan No. P0O107,

the 2008 All-Inclusive Note and All-Inclusive Mortgage, results
in a genuine dispute of facts as to the 2008 MF08 Note/Mortgage.
This should have defeated summary judgment in favor of Valiant
on the MF08 indebtedness. The POBD debt to MFO08 was stated by
Reeves in his Deposition to “be no money disbursed” as opposed
to his Affidavit, line 19, that POBD borrowed $2,127,409.34 from

the MF08 mortgage.

V. CHARLES W. REEVES’' DEPOSITION TESTIMONY CONTRADICTS
HIS AFFIDAVIT TESTIMONY.

JV L.L.C.”S MOTION TO RECONSIDER, ALTER, AND AMEND THE JUDGMENT
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When the witness testifies to facts in his Deposition and
then testifies to different facts in his Affidavit, there is a

genuine issue as to those facts, as a matter of law. In Capstar

Radio COperating Co. v. Lawrence, 153 Idaho 411, 283 P.3d 728

(2012), this same issue occurred and the District Court granted
summary judgment based on the Affidavit; however, the Idaho
Supreme Court reversed because “***witness have made

contradictory statements regarding material facts.” (Capstar,

153 Idaho at page 418).
The Supreme Court held,

w***For instance, Funk’s deposition testimony is
inconsistent with his affidavit testimony regarding..”

(Capstar, 153 Idaho at 418)

“kx**The conflicting testimony presents a genuine issue
of material fact regarding whether Funk’s use of the
easement road was apparent and continucus.”

(Capstar, 153 Idaho at 418)

“Moreover, Rook’s deposition testimony contradicts his
affidavit testimony..”

(Capstar, Idaho 153 at 418)

“This presented the district court with another
evidentiary conflict regarding material facts..”

(Capstar, 153 Idaho at 419)
The Idaho Supreme Court said that the lower court seems to

have weighed conflicting evidence and judged the affiant’'s
credibility in making a ruling. The Supreme Court reversed,
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because,

Wkkrcredibility determinations should not be made on
summary judgment if credibility can be tested in court
before the trier of fact.”

(Capstar, 153 Idaho at 419)
In the instant action, summary judgment should not have

been granted. A trial should occur.

JV’S REDEMPTION DEED

JV claims its Redemption Deed, dated July 3, 2014, recorded
July 7, 2014 with a copy re-recorded August 22, 2011 subrogates
JV to the Bonner County’s first priority tax lien. As such JV's
Redemption Deed is first priority as to the portion of the real
estate redeemed by JV. Valiant did not redeem the property
which had been redeemed by JV. Instead, Valiant redeemed only
the remaining portion of the real estate.

The issues of JV’'s Redemption Deed are set forth in its
Motion filed July 30, 2015, which is to be heard by the Court on

September 2, 2015 at 11:00 a.m.

Idaho Code §63-1007 only permits tax redemption within

fourteen (14) months of the Tax Deed of May 21/22, 2014; which
time limit has expired so there is no right to redeem from JV.
The 14 month time period is like a “statute of limitations”, but
more specifically Idaho Code §63-1007 is a “statute of repose”,
which is designed to bar actions after a specified period of

time has run from the occurrence of some event. (Wikipedia
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encyclopedia) . Wikipedia explains “*** A statute of repose

(sometimes called a non-claim statute) like a statute of
limitation, is a statute that cuts off certain legal rights if

they are not acted on by a certain deadline.”

RELIEF REQUESTED

Wherefore, JV requests the Court to vacate its Memorandum

Decisions on Valiant’s Motion for Summary Judgment and to
adjudicate JV’s first lien/title in its Redemption Deed, and to
vacate the Judgment and all of its post-judgment orders and
decrees, and that this action proceed to a trial.

REQUEST FOR HEARING

JV requests a hearing on this motion to be set September 2,

2015 as 11:00 a.m., or at a time as the Court may designate. JV

would like one (1) hour for its oral arguments.

i
DATED this Zéffézi'of August, 2015.
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the
foregoing was delivered via facsimile or as otherwise indicated,
this | Foh day of August, 2015, and was addressed as follows:

Richard Stacey/Jeff Sykes
MCCONNELL WAGNER SYKES & STACEY PLILIC
827 East Park Boulevard, Suite 201

Boise, ID 83712
[Attorney for R.E. LOANS, LLC & VALIANT IDAHO LLC]

Via Facsimile: (208) 489-0110

Susan Weeks

Steven C. Wetzel —_—
JAMES, VERNON & WEEKS, P.A. R
1626 Lincoln Way {F“* :

i

Coeur d’'Alene, ID 83814
Via Facsimile: (208) 664-1684

[Attorney for NORTH IDAHO RESORTS, LLC, V.P. INC, & FOR JV’'S
THIRD PARTY DEFENDANTS
Fa e
f }gjgfpﬁ i;/”
By: - iy ; :\l,&/“
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