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SUMMARY

The Tennessee Supreme Court reviewed the validity and effect of amendments to restrictive covenants

and to the charter and bylaws of a homeowners’ association serving the Cooley’s Rift residential

development. The Court held that the amendments were properly adopted and that neither a general

plan of development nor the subdivision plat created implied restrictive covenants applicable to the

successor developer’s surrounding property.
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QUESTIONS PRESENTED

1.

Whether New Life acquired Raoul Land Development’s rights and interests as the Developer under the

purchase agreement, deed, declaration, charter, and bylaws.

. Whether the association’s amendments to its charter and declaration were validly adopted and subject to

judicial review under a reasonableness standard or an arbitrary-and-capricious standard.

. Whether the homeowners had standing to bring derivative claims on behalf of the homeowners’

association.

. Whether the amended declaration supported implied restrictive covenants based on a general plan or

scheme of development affecting New Life’s property outside the platted lots.

. Whether the 2002 plat provided a basis for implied restrictive covenants concerning purported East and

West forest preserves.

HOLDINGS

1.

New Life acquired Raoul Land Development’s rights and interests as the Developer of Cooley’s Rift

under the purchase and sale agreement, deed, declaration, charter, and bylaws.

. Uniform amendments to the declaration adopted in conformity with the declaration’s 75% super-

majority procedure are valid and are subject principally to judicial review under an arbitrary-and-

capricious standard, not the reasonableness test adopted by the Court of Appeals.

. The homeowners lacked standing to bring derivative claims because they held less than the required 5%

of the association’s voting power.

. The amended declaration did not support implied restrictive covenants, based on a general plan or

scheme, affecting New Life’s property outside the platted lots.

. The 2002 plat did not create implied restrictive covenants concerning the purported East and West forest

preserves because it contained no clear, legible designation of those preserves and did not place New

Life on inquiry notice of them.

KEY QUOTATIONS

“When a purchaser buys into such a community, the purchaser buys not only subject to the express covenants

in the declaration, but also subject to the amendment provisions of the declaration.” (at 470)

“Accordingly, we hold that the amendments to the Declaration in this case, uniform in application and
adopted in conformance with the 75% super-majority procedures of the Declaration and the Bylaws, are

subject to judicial review principally under an arbitrary and capricious standard.” (at 473)



“Absent a clear reference to the forest preserves on the 2002 plat, we conclude that New Life was not put on

inquiry notice of the dedication and acreage of an East Preserve and a West Preserve.” (at 481)

FACTUAL BACKGROUND

Raoul Land Development created Cooley’s Rift, recorded a subdivision plat and declaration of covenants, and
established a homeowners’ association. New Life later purchased eleven platted lots and approximately 1,400
acres of surrounding undeveloped land, together with development-related documents and interests. New Life
proposed substantially expanding the development, including a golf course and additional homesites, prompting
homeowners to assert that the surrounding land was subject to express or implied restrictions preserving
wilderness areas. The association subsequently amended its charter and declaration by the required 75% super-

majority to clarify and modify the development restrictions.

PROCEDURAL HISTORY

The homeowners initially sued New Life alleging that its proposed development violated express and implied
restrictive covenants. The trial court granted judgment on the pleadings; the Court of Appeals affirmed in part
and remanded for consideration of implied restrictions arising from a general development plan or plat. After the
homeowners’ association amended its charter and declaration, the cases were consolidated, and the trial court
granted summary judgment on all claims while entering a limited injunction against New Life. The Court of
Appeals upheld the amendment procedure but remanded for a reasonableness review of the amendments and
further inquiry into the plat. The Tennessee Supreme Court granted New Life’s application for permission to
appeal.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand to the Chancery Court for Franklin County to dismiss the homeowners’ complaints. The trial court’s
injunction prohibiting New Life from engaging in activity prohibited under its corporate charter was vacated.
The Court of Appeals’ remands for reasonableness review of the amendments and further consideration of

implied restrictive covenants were vacated.
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