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DECLARATION OF COVENANTS, CONDITIONS, RESTRICTIONS
AND RESERVATION OF EASEMENTS
FOR
RANCHO MADRINA

THIS DECLARATION is made by William Lyon Homes, Inc., a California corporation.
The capitalized terms used in the Preamble are defined in Article I.

PREAMBLE:

A Declarant is the owner of real property (“Phase 1) located in the City of San
Juan Capistrano, Orange County, California, described as follows:

Lots 15 to 24, inclusive, and Lot L of Tract No. 16221, as shown
on a Subdivision Map, Filed on October 14, 2004, in Book 861,
Pages 6 to 20, inclusive, of Miscellaneous Maps, in the Office of

the Orange County Recorder.

B. Declarant intends to create a “planned development,” as defined in
Section 1351(k) of the California Civil Code, to create a “subdivision” as defined in
Section 11000 of the California Business and Professions Code, and to impose mutually
beneficial restrictions under a general plan for subdividing, maintaining, improving and selling
the Lots in the Properties for the benefit of all the Lots pursuant to the Davis-Stirling Common

Interest Development Act.

C. The Properties are to be held, conveyed, encumbered, leased, used and improved
subject to covenants, conditions, restrictions and easements in this Declaration, all of which are
in furtherance of a plan for subdividing, maintaining, improving and selling the Lots in the
Properties. All provisions of this Declaration are imposed as equitable servitudes on the
Properties. All covenants, conditions, restrictions and easements in this Declaration shall run
with and burden the Properties, and be binding on and for the benefit of all of the Properties and
all Persons acquiring any interest in the Properties.

ARTICLE]
DEFINITIONS AND INTERPRETATION

1.1  DEFINITIONS. Uanless otherwise expressly provided, the following words and
phrases when used in this Declaration have the following meanings.

1.1.1  Annexable Territory. Annexable Territory means the real property
described in Exhibit A which may be made subject to this Declaration pursuant to Article XVI.
Any references in this Declaration to Annexable Territory are references to the Annexable
Temitory as a whole and to portions thereof.
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1.1.2  Annual Assessment. Annual Assessment means a charge against the
Owners and their Lots representing their share of the Common Expenses. The Annual
Assessment is a regular assessment as described in California Civil Code Section 1366.

1.1.3  Architectural Guidelines. Architectural Guidelines means rules or
guidelines setting forth procedures and standards for submission of plans for Architectural
Review Committee approval.

1.1.4  Architectural Review Committee or Committee. Architectural
Review Committee or Committee means the Architectural Review Committee created in
accordance with Article V.

1.1.5  Articles. Articles means the Articles of Incorporation of the Association
currently in effect. A copy of the Anticles is attached as Exhibit B.

1.1.6  Assessment. Assessment means any Annual Assessment, Capital
Improvement Assessment, Reconstruction Assessment and Special Assessment.

1.1.7  Association.  Association means Rancho Madrina Community
Association, a California nonprofit corporation (formed pursuant to the California Nonprofit
Mutual Benefit Corporation Law), and its successors-in-interest. The Association is an
“association” as defined in Section 1351(a) of the Califonia Civil Code.

1.1.8  Association Governing Documents. Association Governing
Documents means this Declaration, the Articles, Bylaws, Design Guidelines, Rules and
Regulations, Supplemental Declarations and Notices of Addition.

1.1.9  Assoclation Maintenance Area. Association Maintenance Area means
easements over certain residential Lots, including the Improvements located thereon, easements
over real property outside of the Properties, or other real property which are not owned in fee by
the Association but which are designated for maintenance by the Association.

(8)  Generally. The Association Maintenance Arcas in a Phase may
include:

(i) the structural integrity, cap and exterior surface (facing
away from the residential Lot) of those portions of the Community Walls that are constructed on
the residential Lots in the Phase;

(ii) the slope landscaping located on certain Lots in the
Properties; and

(iii)  those portions of lots located outside of Tract 16221 which
the Association has the duty to maintain.

(b)  Assoclation Maintenance Areas in Phase 1. The Association
Maintenance Areas in Phase | include portions of the Community Wall located on Lots in
Phase 1, as depicted on Exhibit D.

-2 2609-31705\SLM294\CCRS" 528155.7
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(c)  Assoclation Maintenance Areas in Future Phases. Association
Maintenance Areas in each future Phase may include the items listed in subparagraph (a) above
as applicable to the Lots in such Phase. Declarant may designate additional Association
Maintenance Areas in a Notice of Addition or Supplemental Declaration.

1.1.10 Association Maintenance Funds. Association Maintenance Funds
means the accounts created for Association receipts and disbursements pursuant to Article V1.

1.1.11 Belford-Marbella General Plan Trail. Belford-Marbella General Plan
Trail means the hiking and equestrian trail and other feeder trails that run adjacent to and through
the Properties as approximately depicted on Exhibits E-1 and E-2 attached hereto.

1.1.12 Board or Board of Directors. Board or Board of Directors means the
Association’s Board of Directors.

1.1.13 Budget. Budget means a written, itemized estimate of the Association's
income and Common Expenses prepared pursuant to the Bylaws.

1.1.14 Bylaws. Bylaws means the Bylaws of the Association as currently in
effect. A copy of the Bylaws as initially adopted by the Board is attached as Exhibis C.

1.1.15 Capital Improvement Assessment. Capital Improvement Assessment
means a charge against the Owners and their Lots representing their share of the Association’s
cost for installing or constructing capital Improvements on the Common Area. Capital
Improvements Assessments shall be levied in the same proportion as Annual Assessments.
Capital Improvement Assessments are special assessments as described in California Civil Code

Section 1366.

1.1.16 City. City means the City of San Juan Capistrano, California, and its
various departments, divisions, employees and representatives.

1.1.17 Close of Escrow. Close of Escrow means the date on which a deed is
Recorded conveying a Lot pursuant to a transaction requiring the issuance of a Final Subdivision
Public Report by the DRE.

1.1.18 Common Area. Common Area means real or personal property owned
in fee by the Association and therefore made subject to the restrictions on Common Area
established in this Declaration. Any references in this Declaration to Common Area are
references to the Common Area as a whole and to portions thereof. The Common Area is
“common area” as defined in Section 1351(b) of the California Civil Code. Additional
Common Area may be annexed to the Properties pursuant to Article XVI. The Common Area
located in Phase 1 includes Lot L of Tract No. 16221.

1.1.19 Common Expenses. Common Expenses means those expenses for
which the Association is responsible under this Declaration. Common Expenses include the
actual and estimated costs of and reserves for maintaining, managing and operating the Common
Property (including amounts incurred for maintenance imposed on the Association by this

Declaration), including:
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(@) Common Area and Improvements thereon, including clustered
mailboxes, address identification signs, landscaped and irrigated areas, portions of the
Community Wall, entry gates, private streets, striping improvements, walls, fences, trails
(including the Belford-Marbella General Plan Trail and all feeder trails within the Properties),
Open Space, detention basins, sidewalks, medians, street lights, street signage, street trees, curbs,
gutters, replacement, maintenance and operation of street lights on private streets and gardening
and other services benefiting the Common Area,

b The Association Maintenance Areas, including the structure, cap
and surface of the Community Walls facing away from the Lots, weed abatement on certain off
tract property, and private drives and entry gate facilities on certain off tract property

(c)  The cost of all utilities and mechanical and electrical equipment
serving the Common Property, utilities which serve individual Lots but which are subject to a
common meter, trash collection and removal (as applicable);

(d)  The costs and fees attributable to managing and administering the
Association, compensating the Manager, accountants, attorneys and employees, all insurance
covering the Properties and the Directors, officers and agents of the Association, and bonding the
members of the Board;

(¢) Unpaid Special Assessments, Reconstruction Assessments and
Capital Improvement Assessments;

(6) NPDES Expenses;
(8)  Taxes paid by the Association;
(h) Surficial Soils Subsidence Expenses;

@) Amounts paid by the Association for discharge of any lien or
encumbrance levied against the Properties, and

G) All other expenses incurred by the Association for the Properties,
for the common benefit of the Owners,

1.1.20 Common Property. Common Property means the Common Area and
Association Maintenance Areas. Any references to the Common Property are references to the
Common Praperty as a whole and to portions thereof.

1.1.21 Community Wall. Community Wall means any sound wall, retaining
wall, or fence in the Properties (a) that is constructed on a tract boundary; or (b) that separates a
Lot from Common Area or public property; or (c) that is constructed entirely within Common
Area, or (d) that is designated as a Community Wall by Declarant in this Declaration, or in a
Notice of Addition or Supplemental Declaration. Party Walls are not Community Walls. The
Community Walls in Phase | are designated as Association Maintenance Areas and are depicted
on Exhibit D.

1.1.22 County. County means the County of Orange, California, and its

various departments, divisions, employees and representatives. [f the Propertics are annexed into
4. 2609-11705 SLM294\CCRS\ $28155.7
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an incorporated city, then the term “County” includes the city in which the Properties are
located.

1.1.23 Declarant. Declarant means William Lyon Homes, Inc., a California
corporation, its successors and any Person to which it shall have assigned any of its rights by an
express wriften assignment. As used in this Section, “successor” means a Person who acquires
Declarant or substantially all of Declarant’s assets by sale, merger, reverse merger,
consolidation, sale of stock or assets, operation of law or otherwise. Declarant shall determine in
its sole discretion the time, place and manner in which it discharges its obligations and exercises
the rights reserved to it under this Declaration. Declarant is a “builder” as described in

California Civil Code Section 1375.

1.1.24 Declaration. Declaration means this instrument as currently in effect.

1.1.25 Design Guidelines. Design Guidelines mean the design guidelines
approved by the City for the Properties.

1.126 DRE. DRE means the California Department of Real Estate and any
department or agency of the California state government which succeeds to the DRE's functions.

1.1.27 Family. Family means natural individuals, related or not, who live as a
single household in a Residence.

1.1.28 Fannle Mae. Fannic Mae means the Federal National Mortgage
Association, a government-sponsored private corporation established pursuant to Title VIII of
the Housing and Urban Development Act of 1968 and its successors.

1.1.29 FHA. FHA means the Federal Housing Administration of the United
States Department of Housing and Urban Development and its successors.

1.1.30 Freddie Mac. Freddie Mac means the Federal Home Loan Mortgage
Corporation created by Title 11 of the Emergency Home Finance Act of 1970 and its successors.

1.1.31 Fiscal Year. Fiscal Year means the fiscal accounting and reporting
period of the Association.

1.1.32 Ginnie Mae. Ginnic Mac means the Government National Mortgage
Association administered by the United States Department of Housing and Urban Development
and its successors.

1.1.33 Improvement. Improvement means any structure and any appurtenance
thereto. The Architectural Review Committee may identify additional items that are
Improvements.

1.1.34 Include, Including. Whether capitalized or not, include and including
mean “include without limitation” and “including without limitation,” respectively.

1.1.35 Lot. Lot means any residential Lot or parcel of land shown on any
Recorded subdivision map or Recorded parcel map of the Properties and Lot 121, except the
Common Area owned in fee simple by the Association.
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1.1.36 Lot 121. Lot 121 means that parcel described as Parcel 2 on Exhibit A
attached hereto.

1.1.37 Maintain, Maintenance. Whether capitalized or not, maintain and
maintenance mean “maintain, repair and replace” and “maintenance, repair and
replacement,” respectively; provided however, that maintain or maintenance shall not include
repair and replace(ment) where the context or specific language of this Declaration provides

another meaning.

1.1.38 Maintenance Guidelines. Maintenance Guidelines means any current
written guidelines, setting forth procedures and standards for the maintenance and operation of
Common Property or the Lots. Maintenance Guidelines may be provided by Declarant, by the
Association, or by any governmental agency. Maintenance Guidelines include any maintenance
manus! initially prepared at Declarant’s direction and containing recommended frequency of
inspections and maintenance activities for components of the Common Property or pertaining to
a Residence or Lot.

1.1.39 Manager. Manager means the Person retained by the Association to
perform management functions of the Association as limited by the Association Governing
Documents and the terms of the agreement between the Association and the Person.

1.1.40 Membership. Membership means the voting and other rights,
privileges, and duties established in the Association Governing Documents for members of the

Association.

1.1.41 Mortgage. Mortgage means any Recorded document, including a deed
of trust, by which a Lot, Lots, or Common Area is hypothecated to secure performance of an

obligation.

1.1.42 Mortgagee. Mortgagee means a Person to whom a Mortgage is made,
or the assignee of the Mortgagee's rights under the Mortgage by a recorded instrument. For
purposes of this Declaration, the term Mortgagee shall include a beneficiary under a deed of
trust.

1.1.43 Mortgagor. Mortgagor means a person who has mortgaged his
property. For purposes of this Declaration, the term Mortgagor shall include a trustor under a
deed of trust.

1.1.44 Notice and Hearing. Notice and Hearing means written notice and a
hearing before the Board as provided in the Bylaws.

1.1.45 Notice of Addition. Notice of Addition means an instrument Recorded
pursuant to Article XVI to annex additional real property to the Properties.

1.1.46 NPDES Expenses. NPDES Expenses means those expenses for which
the Association is responsible under Section 2.1 2 of this Declaration, including, but not limited
to, maintenance of drainage facilities, detention basins, regular maintenance and replacement of
fossil filters and grease traps in the storm drain inlets in accordance with the requirements of the

City.
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1.1.47 NPDES Fuad. NPDES Fund means that portion of the Common
Expenses allocated for NPDES Expenses.

1.1.48 Official Records. Official Records means the Official Records of the
County.

1.1.49 Open Space. Open Space means those areas designated on the final
map for Tract 16221 and as depicted on Exhibit F attached hereto.

1.1.50 Operating Fund. Operating Fund means that portion of the Common
Expenses allocated for the daily operation of the Association.

1.1.51 Owner. Owner means the Person or Persons, including Declarant,
holding fee simple interest to a Lot. Each Owner has a Membership in the Association. The
term “Owner” includes sellers under executory contracts of sale but excludes Mortgagees. The
term “Owner” may be expanded in a Supplemental Declaration to include other Persons.

1.1.52 Party Wall. Party Wall means any wall or fence that separates adjacent
Lots.

1.1.53 Person. Person means a natural individual or anmy legal entity
recognized under California law. When the word “person” is not capitalized, the word refers

only to natural persons.

1.1.54 Phase. Phase means each of the following: (a) Phase 1, (b) all the real
property covered by a Notice of Addition for which a Final Subdivision Public Report has been
issued by the DRE, and (c) real property consisting solely of Common Area as described in a
Notice of Addition. Declarant may otherwise define the term “Phase” in a Notice of Addition or

Supplemental Declaration.

1.1.55 Phase 1. Phase 1 means all of the real property described in Paragraph
A of the Preamble of this Declaration.

1.1.56 Properties. Properties means (a) Phase 1, and (b) each Phase described
in a Notice of Addition. The Properties are a “common interest development” and a “planned
development” as defined in Sections 1351(c) and 1351(k) of the California Civil Code. Any
references in this Declaration to the Propertics are references to the Properties as a whole and to
portions thereof.

1.1.57 Reconstruction Assessment. Reconstruction Assessment means a
charge against the Owners and their Lots representing their share of the Association’s cost to
reconstruct any Improvements on the Common Area. Such charge shall be levied among all
Owners and their Lots in the same proportions as Annual Assessments. Reconstruction
Assessments are “special assessments™ as described in California Civil Code Section 1366.

1.1.58 Record or File. Record or File means, with respect to any document,
the entry of such document in Official Records.

1.1.59 Reserve Fund. Reserve Fund means that portion of the Common
Expenses allocated (a) for the future repair and replacement of, or additions to, structural
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clements, mechanical equipment and other major components of Association-maintained
Improvements, and (b) amounts necessary to cover the deductibles under all insurance policies

maintained by the Association.

1.1.60 Residence. Residence means the dwelling unit constructed on a Lot,
excluding the garage area, which is designed and intended for use and occupancy as a residence

by a single Family.

1.1.61 Right to Repair Law. Right to Repair Law means Division 2, Part 2,
Title 7 (commencing with Section 895) of the California Civil Code.

1.1.62 Rules and Regulations. Rules and Regulations or “Rules” means the
current rules and regulations for the Properties.

1.1.63 Special Assessment. Special Assessment means a charge against an
Owner and his Lot representing a reasonable fine or penalty, including reimbursement costs, as
provided for in this Declaration.

1.1.64 Supplemental Declaration. Supplemental Declaration means an
instrument Recorded by Declarant against all or a portion of the Properties in order to
supplement, modify, or clarify conditions, covenants, restrictions or casements established under
this Declaration. A Supplemental Declaration may affect one or more Lots and Common Area.
Declarant may Record a Supplemental Declaration so long as Declarant owns all of the real
property to be encumbered by the Supplemental Declaration. A Supplemental Declaration may
modify this Declaration as it applies to the property encumbered by the Supplemental
Declaration.

1.1.65 Surficial Solls Subsidence Expenses. Surficial Soils Subsidence
Expenses means those expenses for which the Association is responsible under Article XVIII of
this Declaration, including, but not limited to, maintenance, repair and replacement of certain
slope areas, structures and public/private improvements subject to a soils subsidence program in
accordance with the requirements of the City.

1.1.66 Surficial Soils Subsidence Fund. Surficial Soils Subsidence Fund
means a separate fund kept by the Association, and funded by assessments allocated for Surficial
Soils Subsidence Expenses as more fully described in Article XVIII of this Declaration.

1.1.67 Telecommunications Facilities. Telecommunications Facilities means
Improvements constructed in the Properties, including cables, conduits, ducts, vaults, connecting
hardware, wires, poles, transmitters, towers, antcnnae and other devices now existing or that may
be developed in the future to provide Telecommunication Services to the Properties.

1.1.68 Telecommunications Services. Telecommunications Services means
the reception, distribution or transmission of video, audio, data, telephony, all related vertical
services, and any other similar services now existing or that may be developed in the future.
Declarant may expand this definition in any Supplemental Declaration.
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1.1.69 VA. VA means the Department of Veterans Affairs of the United States
of America and any department or agency of the United States government which succeeds to
the VA’s function of issuing guarantees of notes secured by Mortgages on residential real estate.

12 INTERPRETATION.

12.1 General Rules. This Declaration shall be liberally construed to
effectuate its purpose of creating a uniform plan for subdividing, maintaining, improving and
selling the Properties. As used in this Declaration, the singular includes the plural and the plural
the singular. The masculine, feminine and neuter each includes the other, unless the context

dictates otherwise.

122  Articles, Sections and Exhibits. The Article and Section headings are
inserted for convenience only and may not be considered in resolving questions of interpretation
or construction. Unless otherwise indicated, any references in this Declaration to articles,
sections or exhibits are to Articles, Sections and Exhibits of this Declaration. Exhibits A and D
through Q, inclusive, attached to this Declaration, are incorporated in this Declaration by this
reference. The locations and dimensions of any Improvements depicted on the Exhibits attached
hereto and to any Notice of Addition are approximate only and the as-built location and
dimension of any such Improvements shall control.

123  Priorities and Inconsistencies. If there are conflicts or inconsistencies
between this Declaration and the Articles, Bylaws, Rules and Regulations, or a Supplemental
Declaration, then the provisions of this Declaration shall prevail.

1.2.4  Severability. The provisions of this Declaration are independent and
severable. A determination of invalidity, partial invalidity or unenforceability of any one (1)
provision of this Declaration by a court of competent jurisdiction does not affect the validity or
enforceability of any other provisions of this Declaration.

12.5 Statutory References. All references made in this Declaration to
statutes are to those statutes as currently in effect or to subsequently enacted replacement

statutes.

ARTICLE 11
MAINTENANCE COVENANTS AND USE RESTRICTIONS

The Properties shall be held, used and enjoyed subject to the following restrictions and
subject to the exemptions of Declarant set forth in the Association Governing Documents.

2.1 REPAIR AND MAINTENANCE.

21.1 Maintenance Standards. The Association shall maintain everything it
is obligated to maintain in a clean, sanitary and attractive condition reasonably consistent with
the level of maintenance reflected in the most current Budget, and in conformity with any
Maintenance Guidelines. Unless specifically provided herein, or in any Maintenance Guidelines,
the Board shall determine, in its sole discretion, the level and frequency of maintenance of the
Common Property and Improvements thereon. All trail maintenance must conform to the
maintenance standards set forth in the City's adopted Equestrian/Hiking Trail Design Manual a
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copy of which shall be kept on file with the Association. Each Owner shall maintain everything
the Owner is obligated to maintain in a clean, sanitary and attractive condition and in conformity

with any Maintenance Guidelines.

2.12 Water Quality Maintenance Obligations. The Association shall
maintain the following best management practices with respect to storm drain maintenance:

(8)  Inspect the dry basin twice a year and clean out annually;

(b)  Inspect each catch basin insert after every rain and clean out debnis
to prevent clogging, and shall inspect and replace filter media annually;

(c)  Inspect catch basins after each major storm that produces at least
0.5 inches of precipitation and clean out the catch basins annually;

(d) Inspect catch basin stenciling each year and replace as necessary,

(¢)  Inspect and clean vegetative swales and landscaping every October
and May,

() Sweep private streets bi-weekly;

(g Conduct weekly Common Area litter control inspections and
clean-up;

(h)  Install pet waste disposal stations in pocket parks in the Common
Area; replenish bags for doggic waste disposal weekly; inspect Common Areas weekly for pet
waste and dispose of waste in trash; and

(i) Conduct an annual cducational newsletter campaign for
homeowners regarding the National Pollutant Discharge Elimination System permit compliance
requirements, which shall include materials attached hereto as Exhibit G.

2.1.3  Right of City to Assume Certain Maintenance Responsibilities. The
City has the right to assume maintenance of the equestrian/hiking trails if the City determines in
its reasonable discretion that the Association has not maintained the trails at the minimum
standard defined by the Equestrian/Hiking Design Manual. The City also has the right to assume
maintenance of the detention basin, catch basins and drainage facilities if the City determines in
its reasonable discretion that the Association has not maintained such facilities in accordance
with the permit requirements. In each case, the Association shall reimburse the City for any
costs incurred in its maintenance role from the Association Maintenance Fund, or if said funds
are inadequate, by Special Assessment. Failure by an Owner to pay the Special Assessment shall
entitle the Association to place a lien against such Owner's Lot pursuant to Section 12.2 hereof.

2.1.4 By Owners.

(a) The Lot. Each Owner shall maintain at such Owner’s sole expense
all of the Lot, including the Residence and all other Improvements on the Owner’s Lot
(excepting any Common Property located thereon) in a clean, sanitary and attractive condition.
Each Owner shall pay when due all charges for any utility service separately metered to his Lot.
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(o)  Party Walls. To the extent not inconsistent with the provisions of
this Section, the general rules of law regarding Party Walls and liability for property damage due
to negligence or willful acts or omissions shall apply.

(1) mﬂ&manmmm. The cost of rcasonable
repair and maintcnance of a Party Wall shall be shared equally by the Mers of the Lots

connected by such Party Wall. However, each Owner shall be solely responsible for repainting
the side of any Party Wall facing his Lot.

(ii) Wﬂ&mﬂﬁﬂm Unless covered by a
blanket insurance policy maintained by the Association under Section 8.1, if a Party Wall is
destroyed or damaged by fire or other casualty, any Owner whose Lot is affected thereby may
restore it, and the Owner of the other Lot affected thereby shall contribute equally to the cost of
restoration thereof, without prejudice. However, such an Owner may call for a larger
contribution from the other under any rule of law regarding liability for negligent or willful acts
or omissions.

(ii1) Weatherproofing. Notwithstanding any other provision of
this Article, an Owner who by his negligent or willful act causes a Party Wall to be exposed to
the eclements, to deteriorate, or to require repair or replacement shall bear the whole cost of
furnishing the necessary protection against such elements or the necessary repairs or

replacement.

(iv) Wmhum&mﬂlm The right of any
Owner to contribution from any other Owner under this Article is appurtenant to the land and
passes to such Owner’s successors in title.

(c)  Other Responsibilities.

(i) Each Owner shall regularly inspect the Improvements on
the Lot for wood-destroying pests, and if such pests are found, the Owner shall be responsible for
the costs of eradication and future prevention.

(i) Each Owner whose Lot utilizes a sewer system lateral is
responsible for the maintenance and repair of the portion of the lateral lying in the boundaries of
the Lot.

(iii) Each Owner of a Lot not adjacent to a sidewalk and located
within a cul-de-sac shall be responsible for installing, planting, irrigating and maintaining
landscaping on the parkway adjacent to their Lot. The Lots in Phase 1 with this responsibility
are designated on Exhibit H attached hereto.

(iv) The Owner of any Lot that is partially or completely
enclosed by a portion of the Community Wall (whether constructed on the Lot or adjacent to the
Lot) is responsible for maintaining only the surface of the Community Wall that faces the

Owner's Residence. However, Owners shall not be responsible for maintenance of any tubular
steel portions of the Community Wall.
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2.1.5 By Association.

(8) Commencement of Obligations. The Association's obligation to
maintain the Common Area in a Phase composed solely of Common Area shall commence on
conveyance of such Common Area to the Association. The Association’s obligation to maintain
the Common Area in any Phase that includes Lots commences on the date Annual Assessments
commence on Lots in the Phase. The Association’s obligation to maintain Association
Maintenance Areas in a Phase commences when Annual Assessments commence on residential
Lots in such Phase, unless the terms of the reservation or grant of easement for such Association
Maintenance Areas provides otherwise. Until the Association is responsible for maintaining the
Common Property, Declarant shall maintain the Common Property.

()  Maintenance Items. The Association shall be responsible for all
maintenance not provided by the Owners pursuant to Section 2.1.4 above. The Association shall
repair and pay for all centrally metered utilities and mechanical and electrical equipment serving
the Common Property; pay all Common Expenses and charges for utilities serving recreational
amenities shall maintain all Common Property, including all walks, private streets and other
means of ingress and egress in the Properties. The Association is responsible for maintaining
uniformity of boundary fencing at the perimeter of the Properties. The Association is also
responsible for maintaining (i) all tubular steel portions of the Community Wall, ii) the cap and
structural integrity of the Community Wall, and (iii) the surfaces of the Community Wall that do
not face the Lot. At the Association’s option any wrought iron or glass portion of the
Community Wall may be replaced with other materials. If the Association removes or damages
any landscaping Improvements on an Owner's Lot while maintaining the Community Wall, the
Association is not responsible for replacing those landscaping Improvements.

(c)  Additional Items. The Association shall also be responsible for
maintaining any Improvements a majority of the voting power of the Association designates for
maintenance by the Association. Such property shall be deemed to be Common Property and
subject to the Association Governing Documents applicable to the Common Property.

(d)  Charges to Owners. All costs of maintenance of the Common
Property shall be paid for as Common Expenses out of the Association Maintenance Funds as
provided in this Declaration.

2.1.6 Inspections. The Board shall require strict compliance with all
provisions of this Declaration and shall periodically cause a compliance inspection of the
Propertics to be conducted by the Architectural Review Committee to report any violations
thereof. The Board shall also cause condition inspections of the Common Property and all
Improvements thereon to be conducted in conformity with the applicable Maintenance
Guidelines, and in the absence of inspection frequency recommendations in any applicable
Maintenance Guidelines at least once every three (3) years, in conjunction with the inspection
required for the reserve study to be conducted pursuant to Section 2.10 of the Bylaws, to (a)
determine whether the Common Property is being maintained adequately in accordance with the
standards of maintenance established in Section 2.1.1, (b) identify the condition of the Common
Property and any Improvements thereon, including the existence of any hazards or defects, and
the need for performing additional maintenance, refurbishment, replacement, or repair, and (c)
recommend preventive actions which may be taken to reduce potential maintenance costs to be
incurred in the future. The Board shall, during its meetings, regularly determine whether the
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recommended inspections and maintenance activities set forth in any applicable Maintenance
Guidelines have been followed and, if not followed, what corrective steps need to be taken to
assure proper inspections and maintenance of the Common Property. The Board shall keep a
record of such determinations in the Board’s minutes. The Board shall keep Declarant fully
informed of the Board's activities under this Section 2.1.6. The Board shall employ, consistent
with reasonable cost management, such experts, contractors and consultants as are necessary to
perform the inspections and make the reports required by this Section.

2.1.7  Reporting Requirements. The Association shall prepare a report of the
results of the inspection required by this Section. The report shall be furnished to Owners and
Declarant within the time set for furnishing the Budget to the Owners. The report must include

at least the following:

(a)  a description of the condition of the Common Property, including a
list of items inspected, and the status of maintenance, repair and need for replacement of all such

items;
(b)  a description of all maintenance, repair and replacement planned
for the ensuing Fiscal Year and included in the Budget;

(c) if any maintenance, repair or replacement is to be deferred, the
reason for such deferral;

(d)  asummary of all reports of inspections performed by any expert or
consultant employed by the Association to perform inspections;

(¢) a report of the status of compliance with the maintenance,
replacement and repair needs identified in the inspection report for preceding years; and

(f)  such other matters as the Board considers appropriate.

For a period of ten (10) years after the date of the last Close of Escrow in the Properties,
the Board shall also fumish to Declarant (i) the report of each Condition Inspection performed
for the Board, whenever such inspection is performed and for whatever portion of the
Association Property that is inspected, within thirty (30) days after the completion of such
inspection, and (ii) the most recent Condition Inspection report prepared for any portion of the
Association Property, within ten (10) days after the Association's receipt of a written request
therefor from Declarant.

2.1.8  Damage by Owners. Each Owner is liable to the Association for any
damage to the Common Area caused by the act of an Owner, his Family, guests, tenants or
invitees. The Association may, after Notice and Hearing, (a) determine whether any claim shall
be made on the Association's insurance, and (b) levy a Special Assessment equal to the cost of
repairing the damage or any deductible paid and the increase, if any, in insurance premiums
directly attributable to the damage caused by such Owner or the person for whom such Owner
may be liable as described in this Declaration. If a Lot is jointly owned, the liabiliiy of its
Owners is joint and several, except to the extent that the Association has previously contracted in
writing with the joint owners to the contrary. After Notice and Hearing, the cost of correcting
the damage shall be a Special Assessment against such Owner.
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22  SINGLE FAMILY RESIDENCE. The Residence shall be used as a dwelling
for a single Family and for no other purpose.

2.3  FURTHER SUBDIVISION. Except as otherwise provided in this Declaration,
no Owner may physically or legally subdivide a Lot in any manner, including dividing the Lot
into time-share estates or time-share uses.

24 RESALE AND RENTAL. Nothing in this Declaration shall be deemed to
(a) prevent an Owner from selling the Lot or (b) prevent an Owner from entering a written lease
or rental agreement for occupancy of the Residence and the Lot by a single Family, provided that
the lease or rental agreement is made expressly subject to this Declaration (each of the foregoing
is subject to any Owner occupancy or anti-speculation requirements that may be separately
imposed by Declarant). Owners may also rent Lots to Declarant for use as sales offices, model
homes and parking areas. All lessees, tenants, and their Families, agents and invitees are bound
by the Association Governing Documents when present in the Properties, and any violation of the
Association Governing Documents constitutes a default under the lease or rental agreement.
Declarant may not lease any portion of the Common Property to the Owners or the Association.

2.5 BUSINESS AND COMMERCIAL ACTIVITIES.

251 Generally. No Owner or other occupant of the Properties may
undertake any activity on any Lot or on any portion of the Common Area for business or
commercial purposes including manufacturing, mercantile, storage, vending, auctions, transient
occupancy (such as vacation rental, hotel, or time-share), vehicle or equipment repair, or other
non-residential purposes. Such activities are prohibited whether they are engaged in full- or part-
time, whether they are for-profit or non-profit, and whether they are licensed or unlicensed.

252 Exceptions. This Section shall not be interpreted to conflict with any
federal, State or local laws or ordinances or to prohibit any of the following:

(a)  The hiring of employees or contractors to provide maintenance,
construction or repair of any Improvement consistent with this Declaration or any Supplemental

Declaration;

(b)  Exercise by Declarant of any rights reserved to it under
Article XV;

()  The provision of in-home health care or assisted-living services to
any resident of the Properties;

(d)  The provision of family home child care services as defined in
California Health and Safety Code Section 1597 .40, et seq. so long as such services comply with
all applicable zoning requirements and state law. Provided, however, that the Association has
the power to limit or prohibit use of recreational facilities in the Common Area by clientele of

the business; or

(¢)  The operation of small home-based service businesses that comply
with all of the following:
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(i) The operator of the business lives in the Residence on a
permanent, full-time basis;

(i)  When conducted in the Properties, business activities take
place solely inside the Residence;

(iii)  The activity does not generate in-person visits by suppliers
or clientele;

(iv) The activity complies with all laws, regulations and
ordinances applicable to the Properties, including zoning, health and licensing requirements;

(v)  The activity otherwise complies with the Declaration and is
consistent with the residential character of the Properties;

(vi)  The operator of the business posts no signage anywhere in
the Properties;

(vi)) There is no visible evidence in the Properties of the
activity;

(viii) The activity does not generate noise or odors that are
apparent outside the Residence; and

(ix)  The business does not increase the Association’s liability or
casualty insurance obligation or premium.

26 NUISANCES. Noxious or offensive activities are prohibited in the Properties
and on any public street abutting or visible from the Properties. The Board is entitled to
determine if any device, noise, odor, or activity constitutes a nuisance.

2.6.1 Nuisance Devices. Nuisance devices may not be kept or operated in the
Properties or on any public street abutting the Properties, or exposed to the view of other Lots or
Common Area. Nuisance devices include the following:

(@)  All homns, whistles, bells or other sound devices (except security
devices used exclusively to protect the security of a Residence or a vehicle and its contents)

(b) Noisy or smoky vehicles, power equipment (excluding lawn
mowers and other equipment used in connection with ordinary landscape maintenance), and
Prohibited Vehicles (defined below);

(c) Devices that create or emit loud noises or noxious odors;

(d)  Construction or demolition waste containers (except as permitted
in writing by the Committee);

(¢) Devices that unreasonably interfere with television or radio
reception to a Lot;
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(f) Plants or seeds infected with noxious insects or plant diseases;,

() The presence of any other thing in the Properties which may
(i) increase the rate of insurance in the Properties, (ii) result in cancellation of the insurance,
(iii) obstruct or interfere with the rights of other Owners or the Association, (iv) violate any law
or provisions of this Declaration or the Rules and Regulations, or (v) constitute a nuisance or
other threat to health or safety under applicable law or ordinance.

262 Nulsance Activitles. Nuisance activities may not be undertaken in the
Properties or on any public street abutting the Properties, or exposed to the view of other Lots or
Common Area without the Board’s prior written approval. Nuisance activities include the

following:

(a)  Hanging, drying or airing clothing, fabrics or unsightly articles in
any place that is visible from other Lots, Common Area or public streets;

(b)  The creation of unreasonable levels of noise from parties, recorded
music, radios, television or related devices, or live music performance;

()  Repair or maintenance of vehicles or mechanical equipment,
except in a closed garage or rear yard screened from view by other Lots or Common Area,;

(d)  Outdoor fires, except in barbecue grills and fire pits designed and
used in such a manner that they do not create a fire hazard;

(¢)  Outdoor storage of bulk materials or waste materials except in
temporary storage areas designated by the Committee; and

()  Any activity which may (i) increase the rate of insurance in the
Properties, (i) result in cancellation of the insurance, (iii) obstruct or interfere with the rights of
other Owners, (iv) violate any law or provisions of this Declaration or the Rules and Regulations,
or (v) constitute a nuisance or other threat to health or safety under applicable law or ordinance.

27  SIGNS. Subject to Civil Code Sections 712, 713 and 1353.6, no sign, advertising
device or other display of any kind shall be displayed in the Properties or on any public street in

or abutting the Properties except for the following signs:

2.7.1  entry monuments, community identification signs, and traffic or parking
control signs maintained by the Association;

272 for each Lot, one (1) nameplate or address identification sign which
complies with Architectural Review Committee rules;

2.73  for each Lot, one (1) sign advising of the existence of security services
protecting a Lot which complies with Architectural Review Committee rules;

274 for each Lot, one (1) sign advertising the Lot for sale or lease that
complies with the following requircrents:
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(a) the sign is not larger than those typically used by real estate agents
in the County,

(b) the sign is attached to the ground by a conventional, single vertical
stake which does not exceed the height typically used by real estate agents in the County,

(c) the sign is of a color and style and location authorized by the
Architectural Review Committee; and

275 other signs or displays authorized by the Architectural Review

Committee.

2.8 PARKING AND VEHICULAR RESTRICTIONS.

28.1 Definitions. The following definitions shall apply to parking and
vehicular restrictions set forth in this Declaration:

282 Authorized Vehicle. An “Authorized Vehicle” is an automobile, a
passenger van designed to accommodate ten (10) or fewer people, a motorcycle, or a pickup
truck having a manufacturer’s rating or payload capacity of one ( 1) ton or less. The Association
has the power to identify additional .vehicles as Authorized Vehicles in the Rules and
Regulations in order to adapt this restriction to other types of vehicles that are not listed above.

283 Prohibited Vehicles. The following vehicles are “Prohibited
Vehicles:” (a) recreational vehicles, motor homes, travel trailers, camper vans, boats and the
like, (b) large commercial-type vehicles (e.g., stakebed trucks, tank trucks, dump trucks, step
vans, and concrete trucks), (c) buses, limousines or vans designed to accommodate more than ten
(10) people, (d) inoperable vehicles or parts of vehicles, (e) aircraft, (f) any vehicle or vehicular
ipment deemed a nuisance by the Association, and (g) any other vehicle not classified as an
Authorized Vehicle. If a vehicle qualifies as both an Authorized Vehicle and a Prohibited
Vehicle, then the vehicle is presumed to be a Prohibited Vehicle, unless the vehicle is expressly
classified as an Authorized Vehicle in writing by the Board. The Association has the power to
identify additional vehicles as Prohibited Vehicles in the Rules and Regulations to adapt this
restriction to other types of vehicles that are not listed above.

2.8.4 Parking Restrictions.

(8)  Streets and Driveways. If an Authorized Vehicle will not fit in a
garage it may be parked in the driveway or street, provided that the vehicle does not encroach
onto the sidewalk or other public or private right-of-way and is not parked in violation of any
other restriction in this Declaration.

(b)  Prohibited Vehicles. No Prohibited Vehicle may be parked, stored

or kept in the Properties except for brief periods during loading, unloading, or emergency

irs. However, a resident may park a Prohibited Vehicle in the garage so long as the garage is

kept closed and the presence of the Prohibited Vehicle does not prevent any Authorized Vehicle
from being parked in the garage or driveway at the same time.
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(c) Garage Parking. Each Owner shall at all times ensure that the
garage accommodates at least one less than the number of Authorized Vehicles for which it was
originally constructed by Declarant. The garages shall be used for parking of vehicles and
storage of personal property only. No garage may be used for any living, recreational, or other
purpose. Garage doors must be kept closed except as necessary for entry or exit of vehicles or

persons.

28.5 Repair, Maintenance and Restoration. No Person may repair,
maintain or restore any vehicle in the Properties, unless such work is conducted in the garage
with the garage door closed. However, no Person may carry on in any portion of the Properties
any vehicle repair, maintenance or restoration business.

28.6 Enforcement. The streets in the Properties are private. The Board has
the right and power to enforce all parking and vehicle use regulations applicable to the
Properties, including the designation of “no parking zones” and removal of violating vehicles
from streets and other portions of the Properties in accordance with California Vehicle Code
Section 22658.2 or other applicable laws.

2.8.7 Regulation and Restriction by Board. The Board has the power to:
(a) establish additional rules and regulations concerning parking in the Common Area, including
designating “parking,” “guest parking,” and “no parking” areas; (b) prohibit any vehicle
repair, maintenance or restoration activity in the Properties if it determines in its sole discretion
that such activity is a nuisance; and (c) promulgate rules and regulations concerning vehicles and
parking in the Properties as it deems necessary and desirable.

288 Common Area Parking Spaces. Street parking spaces (collectively,
“Common Area Parking Spaces”) are for temporary, short-term use by residents and invitees of
residents only. Common Area Parking Spaces are unreserved and unassigned, and they are
available on a strict first-come-first-served basis. However, the spaces shall not be used for
long-term parking or permanent storage of any vehicle or other personal property. The Board
may, but is not required to, impose additional restrictions on Common Area Parking Spaces.

2.89  Fire Lanes. No person may park any vehicle in designated fire lanes at
any time, The fire lanes located in the Properties are depicted on Exhibit I attached hereto.

29 ANIMAL REGULATIONS. Unless otherwise approved by the Board, up to
three (3) domestic dogs, cats, birds or other customary houschold pets, may be kept in each
Residence; provided that they are not kept, bred or maintained for commercial purposes, or in
unreasonable quantities. Small household pets such as fish and caged birds may be kept in
reasonable numbers so long as there is no external evidence of their presence in the Properties.
Animals belonging to Owners, tenants, residents or guests in the Properties must be kept in the
Residence; provided however, when outdoors, animals must be kept under the control of a Person
capable of controlling the animal cither on a leash or other appropriate restraint when outside the
Residence. Furthermore, each Owner shall be absolutely liable to each and all remaining
Owners, their families, tenants, residents and guests for damages or injuries caused by any
animals brought or kept in the Properties by an Owner, by members of the Owner’s Family, or by
the Owner’s guests, tenants or invitees. Each Owner shall immediately remove any excrement or
clean other unsanitary conditions caused by such Owner’s animals on any portion of the
Properties.
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2.10 ANTENNA RESTRICTIONS. No Person may install on the exterior of any
Residence, rooftops, balcony railings or in 8 yard any antenna or over-the-air receiving device
except for an “Authorized Antenna.” An Authorized Antenna is (a) an antenna designed to
receive direct broadcast satellite service, including direct-to-home satellite service, that is one (1)
meter or less in diameter, (b) an antenna designed to receive video programming service,
including multichannel multipoint distribution service, instructional television fixed service, and
local multipoint distribution service, and is one (1) meter or less in diameter or diagcnal
measurement, (c) an antenna designed to receive television broadcast signals, or (d) an antenna
used to receive and transmit fixed wireless signals. An Authorized Antenna may be mounted on
a mast to reach the height needed to receive an acceptable quality signal, subject to local
governmental agency permitting requirements for safety purposes.

2.10.1 Restrictions on Installation. The Committee may adopt reasonable
restrictions on installation and use of an Authorized Antenna as part of its Design Guidelines in
order to minimize visibility of the Authorized Antenna from other Lots. Such restrictions may
designate one (1) or more preferred installation locations, or require camouflage such as paint
(subject to the antenna manufacturer’s recommendations) or screening vegetation or other
Improvements. However, no restriction imposed by the Committee may (a) unreasonably delay
or prevent the installation, maintenance or use of an Authorized Antenna, (b) unreasonably
increase the cost of the installation, maintenance or use of an Authorized Antenna, or

(c) preclude acceptable quality reception.

2.10.2 Prohibitions on Installation. The Committee may prohibit the
installation of an Authorized Antenna in a particular location if, in the Committee's opinion, the
installation, location or maintenance of such Authorized Antenna unreasonably affects the safety
of the Owners or any other Person, or for any other safety-related reason established by the
Committee. The Committee may also prohibit an Owner from installing an Authorized Antenna
on any real property which such Owner does not own or is not entitled to exclusively use or
control under the Association Governing Documents. The Committee also has the power to
prohibit or restrict the installation of any antenna or other over-the-air receiving device that does
not meet the definition of an Authorized Antenna as set forth above.

2.10.3 Review after Installation. The Committee may review the location and
installation of an Authorized Antenna after it is installed. After its review, the Committee may
require that the Authorized Antenna be moved to a preferred location (if one has been
designated) for safety reasons or to comply with reasonable restrictions subject to this Section

and applicable law.

2.10.4 Restatement of Applicable Law. This Section is intended to be a
restatement of the authority granted to the Committee under the law. All amendments,
modifications, restatements and interpretations of the law applicable to the installation, use or
maintenance of an antenna or over-the-air receiving device shall be interpreted to amend,
modify, restate or interpret this Section.

2.11 TRASH. Trash must be stored in sanitary trash containers. No trash or
containers may be left or stored outdoors. However, trash containers may be set out at curbside
for a reasonable period of time on trash collection days (not to exceed twelve (12) hours before
and after scheduled trash collection hours). At all other times, Owners must store trash
containers in the garage or within the fenced portion of the yard until scheduled collection times.
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2.12 IMPROVEMENTS.

212.1 Outdoors. No Person shall install any permanent outdoor
Improvements on the Lot if such Improvements are visible from other Lots, or from the streets or
the Common Area, without the prior written approval of the Architectural Review Committee
obtained in accordance with Article V and the Rules and Regulations. Examples of outdoor
Improvements that require prior Committee approval include the following:

(a) Roof-mounted equipment, including heating, ventilation and air
conditioning equipment, vents or ducts;

()  Screening structures that are intended to hide roof-mounted
Improvements (such Improvements may be hidden from view only by extension of the main

structure);

()  Modifications to the building exteriors including room additions,
second-story additions or other cosmetic or structural changes in the architectural elements of the
Residence;

(d)  Permanent athletic equipment (portable athletic equipment may be
used in front yards or street areas but it must be brought indoors or out of the view of other Lots

when not in use);

(¢)  Sunshades, awnings or patio covers;
® Accessory structures such as sheds, barns and casitas;

(@ Front yard or parkway landscaping and hardscape, including
flatwork and fences or walls; and

(h)  Rear yard landscaping and hardscape, including flatwork and
fences or walls.

The foregoing list is provided for guidance but it is not intended to be an exhaustive list.
The Committee has the power to require prior review and approval of other Improvements that
are not listed above. Outdoor patio or lounge fumniture, potted plants and portable barbecue
equipment may be kept pursuant to the Rules and Regulations.

All Persons who intend to install any outdoor Improvements should consult the
Committee prior to installation to determine if prior review is required. This Section shall not
apply to any Improvements installed by Declarant or by the Association.

2.12.2 Installation of Front Yard Landscaping. Each Owner shall complete
the installation of landscaping on the front yard of the Lot in accordance with a plan approved by
the Architectural Review Committee, no later than six (6) months after the Close of Escrow. At
a minimum, the front yard landscaping shall include the following items: (a) shrub plantings,
with at least ten percent (10%) of such shrub plantings to include fifteen (15) gallon containers,
sixty percent (60%) of such shrub plantings to include five (5) gallon containers and thirty
percent (30%) of such shrub plantings to include one (1) gallon containers; (b) two (2) 36" box
trees, and (c) sodded turf arcas. All species of landscaping shall be approved by the Committee.
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Each Owner shall obtain all permits necessary and shall comply with all requirements of the
City, including submitting landscape and hardscape plans the City’s Design Review Committee,

if applicable.

2.12.3 Installation of Rear Yard Landscaping. Each Owner shall complete
the installation of landscaping on the rear yard of the Lot in accordance with a plan approved by
the Architectural Review Committee no later than six (6) months after the Close of Escrow.
Each Owner shall obtain all permits necessary and shall comply with all requirements of the
City, including submitting landscape and hardscape plans to the City's Design Review
Committee, if applicable. Decks and gazebos may be constructed on the flat surface portion of
the rear yard only, and not in the slope portion of the rear yard.

2.12.4 Indoors. No Owner or other resident of the Properties may apply paint,
foil, film, or other reflective material to the glass portion of any window in the Residence.
Pending installation of permanent window coverings, Owners may cover windows with white
sheets up to six (6) months following the Close of Escrow. Nothing may be done on any Lot or
in, on or to the Common Property which may impair the structural integrity of any building in
the Properties or which structurally alters any such building except as otherwise expressly
provided in this Declaration.

2.12.5 No Lisbility. Neither the Declarant nor the Association shall be liable
or responsible for any damage that results from Improvements installed, constructed or modified
by or at the direction of an Owner. Owners are advised to consult and use qualified consultants
and contractors when installing, constructing or modifying Improvements on the Owner’s Lot.

2.13 MECHANICS’ LIENS. No Owner may cause or permit any mechanic’s lien to
be filed against the Common Property or another Owner’s Lot for labor or materials alleged to
have been furnished or delivered for such Owner and any Owner who permits a mechanics’ lien
to be s0 filed shall cause the lien to be discharged within five (5) days after notice to the Owner
from the Board. If the Owner fails to remove such mechanic’s lien, the Board may discharge the
lien and levy a Special Assessment against the violating Owner’s Lot to recover the cost of

discharge.

2.14 FURTHER SUBDIVISION. Except as otherwise provided in this Declaration,
no Owner may physically or legally subdivide his Lot in any manner, including dividing such
Owner's Lot into time-share estates or time-share uses. This provision does not limit the right of
an Owner to (a) rent or lease his entire Lot by a written lease or rental agreement subject to this
Declaration, (b) sell such Owner’s Lot, or (c) transfer or sell any Lot to more than one (1) Person
to be held by them as tenants-in-common, joint tenants, tenants by the entirety or as community
property. Any failure by the tenant of the Lot to comply with the Association Governing
Documents constitutes a default under the lease or rental agreement.

2.15 DRAINAGE. No one may interfere with or alter the established drainage pattern
over any Lot unless an adequate alternative provision is made for proper drainage with the
Board’s prior written approval. For the purpose of this Section, “established” drainage means,
for any Phase, the drainage which (a) exists at the time of the first Close of Escrow in such Phase,
or (b) is shown in any plan approved by the Board. Established drainage includes drainage from
the Lots onto the Common Property and from the Common Property onto the Lots. Drainage
devices installed in the Properties by Declarant should not be altered in any manner that will
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redirect or obstruct drainage through these devices. The construction or modification of
Improvements must not result in ponding of water. Drainage devices, including, concrete
ditches, area drain lines and gutter must be carefully designed and installed with professional
assistance and then maintenance in an unobstructed condition. Drainage devises installed by
Declarant designed to serve more than one (1) Lot or the Common Property shall not be altered
in a manner that will redirect or obstruct the drainage through these drainage devices. The
landscape irrigation system should be designed, constructed, and operated to prevent excessive
saturation of soils. Water must drain away from the Residence footings and other Improvements.
Obstructions such as walls should not be constructed across swales unless adequate replacement
drainage lmprovements have been installed or created. Planters should be lined with an
impervious surface and should contain outlets to drain excess water.

216 WATER SUPPLY SYSTEM. No individual water supply, sewage disposal or
water softener system is permitted on any Lot unless such system is designed, located,
constructed and cquipped in accordance with the requirements, standards and recommendations
of any water district having jurisdiction, the City, County, the Architectural Review Committee
and all other applicable governmental authorities with jurisdiction.

2.17 VIEW OBSTRUCTIONS. Each Owner acknowledges that (a) therc are no
protected views in the Properties, and no Lot is assured the existence or unobstructed
continuation of any particular view, and (b) any construction, landscaping (including the growth
of landscaping) or other installation of Improvements by Declarant or other Owners may impair
the view from any Lot, and each Owner hereby consents to such view impairment.

2.18 SOLAR ENERGY SYSTEMS. Subject to reasonable restrictions imposed by
the Association in accordance with Civil Code Sections 714 and 714.1, each Owner may install a
solar energy system (as defined in California Civil Code Section 801.5), each Owner may install
a solar energy system on his Lot to serve his domestic needs, so long as (a) the design and
location of the solar energy system meet the requirements of all applicable governmental
ordinances, and (b) the design and location receive the prior written approval of the Architectural
Review Committee.

2.19 RIGHTS OF DISABLED. Subject to Article V, each Owner may modify his
Residence and the route over the Lot leading to the front door of his Residence, at his sole
expense to facilitate access to his Residence by persons who are blind, visually impaired, deaf or
physically disabled, or to alter conditions which could be hazardous to such persons, in
accordance with California Civil Code Section 1360 or any other applicable law.

220 TEMPORARY BUILDINGS. No outbuilding, tent, shack, shed or other
temporary building or Improvement may be placed upon any portion of the Properties either
temporarily or permanently, without the prior written consent of the Architectural Review
Committee. No garage, carport, trailer, camper, motor home, recreation vehicle or other vehicle
may be used as a residence in the Properties, either temporarily or permanently.

221 NO ALTERATION OF THE COMMON PROPERTY. The Common
Property, including those areas located on the Lots, may not be altered without the Board’s prior
written consent.
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222 RETENTION OF OPEN SPACE. All Open Space within the Properties shall
be retained as indicated on the Final Map for Tract No. 16221, recorded in the Official Records
of the County, and no structures shall be allowed on the Open Space in perpetuity. No
development or encroachment shall be permitted within the Open Space, except as permitted for
the Open Space district in the City’s Comprehensive Development Plan.

223 NO OBSTRUCTIONS ON PRIVATE STREETS. No obstructions such as
speed bumps or speed humps, control gates or other modifications may be made 0 any access
points or private streets within the Properties without prior approval of the Orange County Fire

Authority.

224 DRILLING. No oil drilling, oil, gas or mineral development operations, oil
refining, geothermal exploration or development, quarrying or mining operations of any kind
may be conducted on the Propertics, nor are oil wells, tanks, tunnels or mineral excavations or
shafis permitted upon the surface of any Lot or within five hundred feet (500°) below the surface
of the Properties. No derrick or other structure designed for use in boring for water, oil,
geothermal heat or natural gas may be erected, maintained or permitted on any Lot.

225 POLLUTANT CONTROL. The Propertics are subject to all federal, state and
local requirements of the National Pollutant Discharge Elimination System (“NPDES"), adopted
in accordance with the Federal Clean Water Act. In 1999, the California State Water Resources
Control Board (“SWRCB”) enacted a new statewide General Permit for Storm Water Discharges
Associated with Construction Activity (“General Permit”). The General Permit imposes a
comprehensive series of requirements on developers and builders to file a Storm Water Pollution
Prevention Plan (“SWPPP”) with the Regional Water Quality Control Board that sets forth Best
Management Practices (“BMPS”) for the design, implementation and maintenance of measures
to mitigate or eliminate pollutants in storm water discharges from the Properties both during and
after construction of the Residences. In addition, the City may impose its own construction storm
water management requirements, policies and guidelines on the Properties such as the creation of
a Drainage Area Management Plan. The SWPPP contains a specific maintenance schedule for
post-construction operation of the BMPs that may impose long term maintenance obligations on
the Association and each Owner in the Properties. The BMPs are in addition to any local
ordinances established by the City and any rules and regulations imposed by the Association with
regard to discharge of non-storm water into storm drains.

The Association shall ensure that the landscape irrigation located on the portions of the

jes maintained by the Association is implemented in accordance with the BMPs set forth
in the SWPPP for the Properties, including (a) the provision for water sensors and programmable
irrigation times allowing for short cycles, (b) the use of planting materials similar to that installed
by Declarant, with similar water requirements, in order to reduce excess irrigation runoff and to
promote surface filtration, and (c) maintenance of all permanent slopes with required
landscaping with native or other drought tolerant planting materials. The cost of the
Association’s portion of such maintenance, if any, shall be treated as a Common Expense.

All activities undertaken by Owner or Owner’s agents, cruployees or representatives,
with respect to Owner’s Lot must comply with the BMPs. The BMPs may include, but are not
limited to, preventing run-off of soil, sand, sediment, oil, gasoline or other hydrocarbons, paint,
fertilizer, pool chemicals, and other household chemicals into the storm drains located in the
Properties. For example, Owners must place sandbags around soil and sod when installing
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landscaping in order to prevent run-off into the storm drain. Also, when fertilizing landscaping,
Owners must take measures to prevent over-watering the landscaping to ensure that fertilizer and
other lawn chemicals do not run-off into the storm drains in the Properties.

226 POST TENSION CONCRETE SLABS. Concrete slabs for Residences
constructed in the Properties may be reinforced with a grid of steel cable installed in the concrete
slab and then tightened to create extremely high tension. This type of slab is commonly known
as a “Post Tension Slab.” Cutting into a Post Tension Slab for any reason (e.g., to install a floor
safe, to remodel plumbing, etc.) is very hazardous and may result in serious damage to the
Residence, personal injury, or in extreme circumstances may result in death. Each Owner shall
determine if his Residence has been constructed with a Post Tension Slab and, if so agrees:
(a) Owner shall not cut into or otherwise tamper with the Post Tension Slab; (b) Owner shall not
permit or allow any other Person to cut into or tamper with the Post Tension Slab so long as
Owner owns any interest in the Residence; (c) Owner shall disclose the existence of the Post
Tension Slab to any Person who rents, leases or purchases the Residence from Owner; and
(d) Owner shall indemnify and hold Declarant and Declarant’s agents, free and harmless from
and against any and all claims, damages, losses or other liability (including attorneys’ fees and
costs of court) arising from any breach of this covenant by Owner.

ARTICLE 111
DISCLOSURES

Because much of the information included in this Article (a) was obtained from other
sources (e.g., governmental and other public agencies and public records) and (b) is subject to
change for reasons beyond the control of Declarant and the Association, the Declarant and the
Association do not guarantee the accuracy or completeness of any of the information in this
Article. Further, neither Declarant nor the Association is obligated to advise any Person of any
changes affecting the disclosures in this Article. Persons should make their own inquiries or
investigations to determine the current status of the matters addressed in this Article.

31 NO REPRESENTATIONS OR WARRANTIES. No representations or
warranties, express or implied, have been given by Declarant, the Association or their agents in
connection with the Properties, its physical condition, zoning, compliance with law, fitness for
intended use, or in connection with the subdivision, sale, operation, maintenance, cost of
maintenance, taxes or regulation of the Properties as a planned unit development, except as
expressly provided in this Declaration, as submitted by Declarant to the DRE, as provided by
Declarant to the first Owner of each Lot.

32 ACCESS FACILITIES. Vehicular and pedestrian access into the Properties may
be controlled by entry gates located at the private street entrances into the Properties. There may
also be controlled access pedestrian gates in the Properties. There is currently no intent to
provide any staff at the entry gates. There are no assurances that any entry gates will be installed
or staffed. The gates are planned to include electronic gate closing devices, and Owners, the
Ortcga Highway Owners and the Woods Lane Owners (as each is defined in Article XVII below)
will be issued access keys. Electronic gate closing equipment is intended to keep the entry
facilities closed, but it is neither designed nor intended to provide additional security to the
Properties or to prevent Persons from gaining access to the Properties. Access keys must remain
in Owner’s control and the control of other residents of Owner’s Lot at all times. The Board has
the power to assess a reasonable charge, including a penalty or fine, to replace a lost or stolen
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access device. Until the last Close of Escrow occurs in the Properties, (a) the access gate may be
open to the general public, (b) Declarant may change the hours of access gate operation in its sole
discretion without notice to accommodate construction and marketing activities, (c) interim
access gate staffing may be provided or eliminated, and (d) operation of the access gate may be
limited. In addition, all Owners in the Properties acknowledge, by acceptance of a deed to a Lot,
that certain agencies, including but not limited to, any governmental agency (such as the United
States Postal Service), public or private utility company (such as water (including the Capistrano
Acres Mutual Water Company), gas, electricity, cable, waste collection, phone, etc), any City or
County district or department (such as the Capistrano Valley Water District, etc) or any other
business, will be required to obtain access to the Properties for purposes of providing services to
the Properties. Neither Declarant nor the Association make any representations or warranties
regarding access to the Properties by these companies.

33  NOISE FROM ENTRY GATE. If an catry gate is installed and operated to
control access to the Properties, residents living in the vicinity of the entry gate will experience
noise from the operation of the entry gate and from traffic entering and exiting the Properties.
For the period during which Declarant is building homes in the Properties, construction vehicles
may line up outside the Properties at the start of each work day if the gate is not open. The
Association may need to clean the streets in the Properties more frequently due to such
construction traffic until all Residences have been constructed.

34 DECORATIVE PAVEMENT/NOISE. Decorative treatment of pavement used
on the main entrance to the Properties and throughout other portions of the Properties may
heighten the sound of vehicular noise in the Properties and may be heard at all times of the day
and night. Owners should take this matter into consideration when deciding whether to purchase
a Lot in the Properties.

3.5 SECURITY AND PRIVACY DISCLAIMER. Access gates and their staffing
are not intended to provide security or privacy for persons, personal property or Lots in the
Properties. The public will have access to the Properties through multipurpose trails discussed in
Section 3.16 below and adjacent owners will have access to the Properties, as more fully
discussed in Article XVII below. Neither Declarant nor the Association undertakes to provide
security or privacy for the Properties or Owners, nor do they make any representations or
warranties concerning the security or privacy of the Properties or Owners.

36 AUXILIARY ACCESS GATE. There is an auxiliary access gate (the
“4uxillary Access Gate”) located adjacent to Lot 120, which will be owned by the City. The
location of the Auxiliary Access Gate is approximately shown on Exhibit J attached hereto. The
Auxiliary Access Gate will be used by the City for maintenance of the water pressure reducing
station and for access by emergency services. The Auxiliary Access Gate will act as the point of
access to the Properties for one (1) or more adjacent landowners whose access easement will
include access through the Auxiliary Access Gate (as more particularly described in Section 17.1
below). The Association will be responsible for maintaining the Auxiliary Access Gate. Owners
and residents living near the Auxiliary Access Gate can expect to experience noise from the
operation of the Auxiliary Access Gate and from traffic entering and exiting the Properties at
those locations.

37 WATER PRESSURE REDUCING PUMP STATION. A water pressure
reducing pump station is located on Lot 120. If 8 water pressure reducing pump station or any
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other facility (“Water Facility”) is constructed on this site, then the City will own and maintain
the Water Facility. The City’s access to the Water Facility will be through the Auxiliary Access
Gate located adjacent to Lot 120, as more fully discussed in Section 3.6 above. The Water
Facility is expected to be constructed with block walls around it to screen it from view; however,
Owners and residents living in the vicinity of Lot 120 may hear noise from the Water Facility.
Declarant and the Association have no control over the construction, maintenance or use of the

Water Facility or the site.

38 STORM DRAIN DETENTION BASIN AND HORNO CREEK. Lot KK of
Tract No. 16221 is improved with 8 storm drain detention basin (the “Basin”). The Association
is required to maintain the Basin. The Basin is intended to collect storm water and other surface
runoff from the Properties and adjacent property. Although the Basin is fenced, it is a water
hazard. During periods of storm flow, water levels in the Basin may rise rapidly. Residents are
advised to keep children and pets away from the Basin at all times. Except for Association
maintenance personnel or representatives of governmental agencies, no Person may enter the
Basin or the access road leading up to the Basin for any purpose. Homo Creek is located along
the eastern perimeter of the Propertics. There may be water at all times of the year in the creek,
which constitutes a water hazard. Residents must ensure that children and pets are kept away
from Homo Creek to avoid accidental drowning.

39 WATER TANK. There is a 300,000 gallon water tank located on Lot T of Tract
No. 16221 (the “Water Tank”). The Water Tank is owned by the Capistrano Acres Mutual
Water Company (“CAMWC”). CAMWC has reserved easements to itself over the Properties to
install a larger water tank in the future, to construct and maintain water pipelines in the Properties
and for water distribution purposes (the “CAMWC Easements ). All Owners in the Properties
acknowledge, by acceptance of a deed to a Lot, that catastrophic damage to the Water Tank (such
as a major carthquake) could cause flooding of Lots located in the vicinity of the Water Tank.
Owners should contact CAMWC if they have any questions about the Water Tank or any future
water tank proposed to be constructed on the Properties. Declarant and the Association have no
control over the maintenance or use of the existing Water Tank or any future water tank(s).

3.10 SOIL CONDITIONS. In purchasing a Residence, Owners should review soils
reports for the Properties and take into consideration the following:

3.10.1 Expansive Soil. The soil in the Properties may be composed of
materials that have “expansive” characteristics. Owners should perform soils testing, use
special construction techniques and take precautions when constructing new Improvements or
modifying existing Improvements because the soil expands when it is wet and can cause
Improvements to lift and crack. Owners should consider the following information and
recommendations before making or modifying any Improvements:

(@) Concrete and Masonry Improvemenss. Special attention is
required in designing and constructing concrete and masonry Improvements such as masonry
walls and planters, concrete slabs, pools, patios, sidewalks, spas and decking. For example, steel
reinforcing bars may be required in lieu of stecl mesh in concrete patio slabs. Block walls may
require extra horizontal and vertical steel reinforcing bars. Pools and spas located at the top or
bottom of a slope or on expansive soils may require special design and construction
methodology.
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(b)  Drainage and Irrigation. Owners must use adequate drainage and
irrigation control. Owners are required to comply with Section 2.15 herein. Inadequate or
improper alteration of established drainage or drainage devices installed in the Properties by
Declarant could result in damage to such Owner’s Lot or their neighbor’s Lot. Water must drain
away from the Residence footings and other Improvements. Declarant is not responsible for any
damage caused by an Owner's alterations to drainage patterns or drainage devices.

(c)  Slope Creep. While horizontal and vertical movement (often
described as “slope creep”) is generally minor in nature and does not always occur, it may affect
Improvements such as pools, spas, patios, walls, slabs, planters, decking and the like. Slope
creep can cause pools, spas and walls to tilt and crack and may cause cracking or lifting in
brickwork or concrete in a manner that will allow these Improvements to function yet not meet
the Owner's cosmetic expectations. Professional soils and structural engineers should be
retained to design and construct such Improvements to mitigate the effects of slope creep and to
ensure compliance with special rules for such Improvements that are required under the Uniform
Building Code or other applicable regulations. If possible, Improvements should not be
constructed within ten (10) feet of the edge, top or toe of a slope. Even with professional
assistance, minor lifting and cracking can occur.

3.10.2 Fill soll. Some of the Residences in the Properties are constructed on fill
soil in accordance with the recommendations and inspection of licensed civil and soils engineers.
Fills range in depth from approximately two (2) to sixty (60) feet. Fill soil will demonstrate
some post placement settlement. A report certifying the compaction of the fill soils is available
for review in the sales office.

3.10.3 Corrosive Soil. Soils in some areas of the Properties are potentially
severely corrosive to ferrous metals. Soluble sulfates and acidic soils are highly corrosive to
buried metals and concrete and should be taken into account in the construction of below grade
structures and hardscape. Sulfates may chemically and physically attack concrete that is not
sulfate resistant, causing the concrete to break down. Thus, Owners must use the proper type of
cement and water-to-cement ratio for the level of sulfates or acidity that exists on Owner’s Lot.
Overwatering soil will exacerbate the corrosivity of the soil. Owners should inform contractors
of this potential condition to allow them to use appropriate measures to combat the effects of
corrosive soil on buried metals, below grade structures and hardscape.

3.10.4 Groundwater. The Properties are located in the San Juan Groundwater
Basin, where the quality of groundwater is effected by the saltwater intrusion and high salt
content in the groundwater. The current groundwater level in portions of the Propertics is
approximately fifteen (15) to more than forty-five (45) feet below the ground surface. No Person
may not dig or drill on any Lot to ensure that such Persons do not disturb or otherwise come in
contact with the groundwater. Groundwater may rise during the rainy season.

3.10.5 Soil Remediation. The soil in portions of the Propertiecs has been
impacted by petroleum and petroleum byproducts. The impacted soil required remediation and
was removed from the Properties and disposed of in accordance with the applicable standards of
the State of California. All environmental removal and remedial work done by Phase One, Inc.
(on behalf of Declarant) was conducted in accordance with all applicable laws and regulations,
and the Properties have been certified as safe for residential development. A ‘“No Further
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Action” letter dated December 26, 2003 prepared by Phase One, Inc. is on file for review (but
not removal) at the sales office.

3.11 GRADING. The grading design in the Properties should not be altered to redirect
surface water flow toward the Lots or onto adjacent property, or to trap water so that it ponds or
floods. Grading modifications are subject to law, approval by the Board, and the terms of any
Recorded drainage easements.

3.12 ELECTRIC POWER LINES AND POWER LINE EASEMENT. A one
hundred fifty foot (150") power line easement runs through the Properties for the benefit of San
Diego Gas & Electric (“SDG&E”). SDG&E currently has a 220 kv overhead electric
distribution line within this casement. Owners and residents are advised that some noise may be
produced by this distribution line. In addition, other overhead and underground electric
transmission and distribution lines and transformers are located in and around the Properties.
The lines and transformers are owned, operated and maintained by SDG&E. Power lines and
transformers produce extremely low-frequency electromagnetic fields (“ELF-EMF”™) when
operating. For some time, there has been speculation in the scientific community about health
risks associated with living near ELF-EMF sources. In 1992, the United States Congress
authorized the Electric and Magnetic Fields Research and Public Information Dissemination
Program (“EMF-RAPID Program™) to perform research on these issues and to analyze the
existing scientific evidence in order to clarify the potential for health risks from exposure to ELF-
EMF. In May of 1999, the National Institute of Environmental Health Sciences (“NIEHS”)
issued a report to Congress summarizing its review of scientific data from over three hundred
(300) studies on ELF-EMF health risks. The ELF-EMF studies consist of both epidemiological
studies (studies of exposure in human populations) and controlled laboratory experiments on
animal and cell models. While some epidemiological studies suggested some link between
certain health effects and exposure to ELF-EMF, the laboratory experiments did not support such
a link. According to the NIEHS report, the scientific evidence shows no clear pattern of health
hazards from ELF-EMF exposure, and the NIEHS report did not find evidence of any link
sufficient to recommend widespread changes in the design or use of electrical transmission
equipment. However, because the evidence does not clearly rule out any effect, NIEHS
advocated continuing inexpensive and safe reductions in exposure to ELF-EMF and endorsed
current utility practices regarding design and siting of new transmission and distribution lines.
Further information on this subject is available from the Regional EMF Manager, Southern
California Edison Company, 1851 West Valencia Drive, Fullerton, California 92833. Additional
information on ELF-EMF and copies of the NIEHS report are available from the EMF-RAPID
website at http://www .nichs.nih.gov/ emfrapid/home.htm.

3.13 INDUSTRIAL AND COMMERCIAL PROJECTS. There are many
commercial, retail and industrial projects within a two (2) mile radius of the Properties. A
commercial center has been approved by the City and is planned to be constructed to the west
side of Rancho Viejo Road. Owners may experience noise, traffic, dust, odors and other impacts
from the operation of the commercial, retail or industrial property in the vicinity of the
Properties. By acceptance of a deed to a Lot, each Owner acknowledges and accepts that

Declarant has no control over any commercial, retail or industrial property or their impac: on the
Owners or the Properties.

3.14 PRIVATE GOLF COURSE. There is a private golf course (the “Golf Course™)

located to the north and northwest of the Properties. The Golf Course is currently owned and
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operated by the Marbella Golf & Country Club. Golf Course use may begin immediately after
daybreak up to seven (7) days per week and Golf Course maintenance including irrigation may
be carried on during both evening and daylight hours. As a result, Owners acknowledge and
understand that Golf Course use and maintenance may create noise and other disturbances which
may result in inconvenience and disturbance to Owners or Residents of the Properties. Declarant
has no control over the current or future uses of the Golf Course. Any view an Owner may have
of the Golf Course may be changed or entirely blocked by construction within or outside the

Properties.

3.15 DEVELOPMENT POCKET PARKS. Declarant plans to construct one (1) or
more “pocket” parks (individually, a “Park” and collectively, the “Parks”) in the Properties on
Lots U, V, MM and CC of Tract No. 16221. Lot CC is proposed to be an “active” Park and may
include facilities such as tot lots, trails, benches, picnic tables or other popular park facilities.
There is no guarantee that any of these facilities will be included in this Park. The other Parks
are proposed to be “passive” Parks and are planned to include only open space areas. The Parks
are intended for the use of the residents of the Properties only; however, there is no effective way
to limit use by members of the public. Residents living in the areas ncarest to the Parks may
experience noise, traffic and parking congestion, light spillage, glare and other impacts from the
operation of these Parks and the events that take place there and may be inconvenienced by these
impacts. Owners are advised that Declarant has no control over the operation or use of the Parks
after they have been completed and tuned over to the Association.

316 TRAILS. A public equestrian trail is planned to be located over Lots G, J and H
of the Properties, which trail is proposed to connect with the Marbella Golf and Country Club to
the north and the Belford Terrace equestrian trail, an existing equestrian trial located along the
eastern boundary of the Properties adjacent to an existing residential community (Belford
Terrace). In addition to these trails, there are existing ten (10) foot wide multipurpose trails
located along the east side of Rancho Viejo Road within the Properties. The location of these
trails is approximately shown on Exhibits E-1 and E-2 attached hereto. The Association will be
responsible for the maintenance of these trails. Members of the public will have access to these
trails at all hours. Residents in the vicinity of these trails will notice foot and equestrian traffic
and attendant noise, both from members of the public and from residents accessing these trails.
Neither Declarant nor the Association have any control over the use of these trails.

3.17 RAILROAD LINES. The Orange County Transportation Authority
Railroad/Metrolink line is located approximately one-half (0.5) mile west of the Properties. The
impact of this Railroad may include, without limitation, increased noise, light and vibration
levels in the area of the Properties. The Railroad could be an attractive nuisance to children who
may play in the vicinity of the Railroad. Declarant and the Association have no control over the
use, maintenance or care of the railroad.

3.18 ADJACENT HOMEOWNER USE. Declarant has entered into various
agreements that provide certain access and use rights and that impose maintenance obligations on
the Association. These agreements are more fully described in Article XVIL

3.19 RURAL AREA. The Properties are located in a rural area which includes various
rural land uses. As a result of the rural character of the area in the vicinity of the Properties, Lots
may be affected by wildlife, noises, odors, reptiles or insect life typically found in rural areas.
Snakes, rodents, skunks, raccoons, possums, mountain lions and coyotes are some of the wildlife
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typically encountered in rural arcas. Owners should expect to encounter insects of all types
including flies, ticks, Africanized (killer) bees, mosquitoes, spiders, black and red fire ants,
crickets and aphids. Declarant and the Association are not responsible for wildlife control or
eradication. If accepted by the City at a later time, the level of maintenance provided by the City
may not be the same as that provided by the Association.

320 PRIOR AGRICULTURAL USE. The Properties are located on or near lands
that are or were previously used for agricultural purposes, specifically orange and avocado
groves. By reason of such agricultural use, Owners may be subject to dust, noise and odors and
may be exposed to pesticides, herbicides, insecticides and other chemicals. By acceptance of a
deed to a Lot, each Owner (for and on their behalf, and the members of their family, tenants,
lessees, guests and invitees) expressly acknowledge and accept these existing and future impacts
and forever waive any and all causes of actions against Declarant and its respective directors,
officers, employees, agents, representatives and consultants for any damages or injuries which
may arise from or relate to any such conditions or risks.

321 CLIFF SWALLOWS. CIliff Swallows are prevalent in San Juan Capistrano from
approximately mid-March to mid-October and often live in close proximity to people, building
their mud nests in eves and above doorways. Cliff Swallows can become a nuisance because
their droppings can harm machinery, create aesthetic problems and cause potential health hazards
by contaminating foodstuffs. In addition, their mud nests may contain mites and insects such as
swallow bugs. All swallows are classified under the Migratory Bird Treaty Act of 1918 as
migratory insectivorous birds and are protected by state and federal regulations. Once nests have
been established and any new eggs or young are present, a depredation permit issued by the U.S.
Fish and Wildlife Service is required to remove the nests. Declarant and the Association have no
control over the impact Cliff Swallows may have on Owner’s Lot or the Properties.

322 RESTRICTIONS FOR ACCESSORY STRUCTURES. Any additions to
structures within the Properties or additions of accessory structures on any Lot must comply with
minimum setback and height restrictions required by the City, the Design Guidelines and planned
community zoning requirements (“Zoning Requirements”). These restrictions include, without
limitation, a limitation that two-story homes can be constructed only on those Lots which abut
existing residential lots containing two-story homes or where it can be demonstrated that the
proposed height, orientation and scale of the proposed home will not conflict with the scale of the
existing home. The minimum set backs for each Lot are set forth in the Design Guidelines.
Additional restrictions with respect to the construction or alteration of any Improvements on
Owner's Lot are set forth in the Design Guidelines and Architectural Guidelines. Owner’s
should refer to these guidelines for additional information prior to the construction or alteration
of any Improvement on Owner’s Lot.

3.23 HILLSIDE MAINTENANCE REGULATIONS. Some Lots in the Properties
may be subject to the City’s Hillside Maintenance Regulations. Any impacts on Lots within the
Properties will be set forth in the Design Guidelines, Zoning Restrictions, the City's General Plan
and Title 9 of the City’s Municipal Code. Owners should contact the City for further
information. Declarant and the Association have no control over the impact of these regulations
on the Lot and Owners should investigate this matter fully before deciding whether to purchase a
Lot.
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3.24 EQUESTRIAN ZONED LOTS. Declarant has been informed the land adjacent
to the Properties may be zoned for equestrian uses. Such zoning would permit the keeping of
horses or other livestock on any of these adjacent lands. Declarant and the Association have no
control over the impact of such uses on the Properties or any Lot. For more information, please

contact the City

3.25 PROPERTY LINES. The boundaries of each Lot in the Properties and the
Common Area owned in fee simple by the Association are delineated on subdivision (tract)
maps, lot line adjustments or parcel maps that are public records and are available at the County

Recorder’s office.

3.26 SPECIAL TAX ASSESSMENT OR MELLO-ROOS COMMUNITY
FACILITIES DISTRICTS. The Properties lie within the boundaries of special tax assessment
districts and Mello-Roos Community Facilities Districts which require the levy of a special tax
for repayment of bonds issued for the purpose of paying the cost of services or capital
improvements. The amount of the special tax and any other information pertaining to any such
district can be obtained from the County Assessor’s office.

327 RECLAIMED WATER. In its efforts to conserve water, the Capistrano Mutual
Water District (“Water District”) requires the use of reclaimed water (treated wastewater) to
irrigate parks, school yards, golf courses, greenbelt areas and common areas. The Water District
may require the use of reclaimed water to irrigate landscaping in private yards. The water used
in the Residences and outside in the patio and yard areas through hose bibs will be domestic
potable water. The water used to irrigate the Common Area may include reclaimed water.
Reclaimed water is not potable and therefore not suitable for human consumption. As with any
water overspray, the repeated spray of reclaimed water may stain or discolor personal property,
fencing and structural Improvements.

According to the Water District, the Water District’s reclaimed water is disinfected with
chlorine and its clarity to the human eye is indistinguishable from domestic water. The standards
imposed on the Water District for reclaimed water quality are established by governmental
regulatory agencies, and these standards are subject to change. Declarant, the Association and
their agents are not liable for any property damage or personal injury by reclaimed water.
Owners are subject to Water District rules and regulations, one of which prohibits the use of self-
generating water softeners connected to Water District sewer facilities. Further information
regarding Water District regulations is available at the Water District’s headquarters.

3.28 FIRE SPRINKLER SYSTEM. As a result of newly adopted requirements of the
City and the Orange County Fire Authority (“OCFA”), some Residences in the Properties have
been improved with emergency fire sprinkler systems (collectively, the “Sprimkler System”).
Maintenance of the Sprinkler System will be the responsibility of Owners of Lots equipped with
the Sprinkler System. Damage to a Lot or Residence resulting from any malfunction of the
Sprinkler System including, damage to personal property, shall be the sole responsibility of such
Owner and such Owner agrees to indemnify, defend and hold Declarant and the Association, its
Board of Directors, agents, representatives and members harmless from any and all loss, damage
or liability in connection therewith.

3.29 NATURAL HAZARD ZONE DISCLOSURES.
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3.29.1 Earthquake Fault Zone. Califonia is subject to a wide range of
carthquake activity. California has many known faults as well as yet undiscovered faults.
Declarant has been advised that the Properties are not located within an Earthquake Fault Zone
as defined by California Public Resources Code Section 2621.9. However, there are several
“inactive” and “active” faults located near the Properties, such as the Newport-Inglewood Fault
(offshore) located approximately six (6) miles southwest of the Properties and the Newport-
Inglewood Fault (L.A. Basin) located approximately sixteen and one-half (16.5) miles west of
the Properties. Owner must evaluate the potential for future seismic activity that might seriously
damage an Owner’s Lot and Residence. Although the Properties are not located in an
Earthquake Fault Zone, a major earthquake, which some have predicted will occur in our
lifetimes, could cause very serious damage to Lots and Residences, located even many miles
from the epicenter of the earthquake. A more moderate earthquake occurring on a more minor
fault, or on an undiscovered fault, could also cause substantial damage.

Declarant makes no representations or warranties as to the degree of earthquake risk
within the Properties. Please read “The Homeowner’s Guide to Earthquake Safety,” and
consult with the County, other public agencies, and appropriate experts to evaluate the potential

risk.

3292 Seismic Hazard Zone. Many portions of Southern California are
subject to risks associated with seismic activity or “earthquakes.” Declarant has been informed
that all or a portion of the Properties are located within a Seismic Hazard Zone. A Seismic
Hazard Zone is defined in the Seismic Hazards Mapping Act (California Public Resources Code
Section 2690 et seq.), and shown on maps that are released by the California Department of
Conservation, Division of Mines and Geology. Copies of these maps are on file with the
County. There are two (2) types of Seismic Hazard Zones: a landslide zone and a liquefaction
zone. All or a portion of the Properties are located in a landslide zone. For more information
concerning seismic activity and risks, read “The Homeowner’s Guide to Earthquake Safety.”

329.3 Very High Fire Hazard Severity Zone. Declarant has been informed
that the Properties are located within a Very High Fire Hazard Severity Zone pursuant to
applicable state maps. This Zone is susceptible to fires, and the physical conditions of the area,
including such factors as fuel, slope, and weather could cause fires that are more severe, more
difficult to put out and, as a result, could cause more damage. Owners of Lots located within this
Zone may have additional maintenance responsibilities to prevent or retard fires, including
restrictions on constructing Improvements on the Lot, as stated in California Government Code
Section 51182. These maps are updated periodically, and Declarant makes no representations,
guarantees or warranties with respect to any future Very High Fire Hazard Severity Zone
determinations.

3.29.4 Special Flood Hazard Zome. All or a portion of the Properties are
located within a Special Flood Hazard Zone as designated by the Federal Emergency
Management Agency (“FEMA”). Special Flood Hazard Zones are areas that have a one percent
(1%) chance of severe flooding every year. These maps are updated periodically, and Declarant
makes no representations, guarantces or warrantics with respect to any future flood zone
determinations.

In addition, the Properties are located within Flood Zone X. Flood Zone X is an
area subject to moderate or minimal hazard from the principal source of flooding in the area.
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Areas in Flood Zone X have a 0.2% chance of flooding every year. Buildings in Flood Zone X
may be flooded by severe, concentrated rainfall, coupled with inadequate local drainage systems.
Flood insurance is available, but is not required by federal regulations. Declarant makes no
recommendations regarding whether Owners should obtain flood insurance.

3.29.5 Compliance with Civil Code Section 1103 et seq. In addition to the
foregoing natural hazard disclosures, Declarant has provided or will provide the initial Owner
with the Natural Hazard Disclosure Statement in compliance with Article 1.7, commencing at
Section 1103 of the California Civil Code.

3.30 UNITED STATES MARINE CORPS, CAMP PENDLETON. United States
Marine Corps, Camp Pendleton (“Camp Pendleton™), is an active year-round federal training
facility for the United States Marine Corps and Navy that is located south of the Properties near
Oceanside, California. The Properties may be subject to noise and visual impacts resulting from
training activities at Camp Pendleton at any time and to significantly increased noise and visual
impacts when the United States is preparing for or in the midst of a war. Persons in the
Propertics may expect to see aircraft and hear noise associated with overflight, especially low
flying helicopters, explosive ordnance and other military training activities, Weather conditions,
such as low clouds and Santa Ana winds, may amplify live firing range noise impacts. These
weather conditions may also amplify naval gunfire off San Clemente Island such that the sounds
seem to originate from Camp Pendleton. The training activities conducted at Camp Pendleton
are vital to the defense of the United States. Training at night is essential to the ability of the
Marine Corps to successfully carry out this mission. In an order to limit the effects of night
operations, night firing of large caliber weapons and use of aviation ordnance normally has a
self-imposed curfew of 10:00 p.m. However, there will be exceptions when Camp Pendleton
must operate after 10:00 p.m. in order to meet operational commitments, such as increased
training schedules during periods when the United States is preparing for or in the midst of a war.
Declarant and the Association have no control over the maintenance or operations of Camp

Pendleton.

331 SAN ONOFRE NUCLEAR GENERATING STATION. The San Onofre
Nuclear Generating Station (“San Onafre Plant’) is located approximately ten (10) miles from
the Properties, next to San Onofre State Beach. Southern California Edison (“SCE™) has
operated the San Onofre Plant since January 1968 to gencrate electricity for commercial and
residential customers. According to SCE, a nuclear power accident can occur only after a highly
unlikely combination of events, and the San Onofre Plant has both primary and back-up safety
features and systems to contain radioactive materials if an accident occurs. Also according to
SCE, before SCE was permitted to operate the San Onofre Plant, SCE was required to
demonstrate to the United States Nuclear Regulatory Commission that the San Onofre Plant
would not present undue risk to public health and safety. In accordance with federal law, SCE
has established an Emergency Planning Zone within a ten-mile radius surrounding the San
Onofre Plant and a Public Education Zone in an area from ten to twenty miles from the San
Onofre Plant. The Emergency Planning Zone and the Public Education Zone encompass portions
of both San Diego and Orange Counties. Declarant has been advised that Owners may obtain
additional information by contacting SCE to request “Fact Sheets” concerning the operati~ns and
safety features of the San Onofre Plant and the purpose and workings of the Emergency Planning
Zone and the Public Education Zone. Declarant and the Association have no control over the
maintenance or operations of the San Onofre Plant.
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332 NORTHROP GRUMMAN CAPISTRANO TEST SITE. The Northrop
Grumman Capistrano Test Site (“Test Site™), formerly the TRW Capistrano Test Site, is located
near Camp Pendleton and has a lease to operate on the site through the year 2018. The Grumman
Space Technology Group of Northrop operates the Test Site for the purpose of conducting tests
of lasers, fossil fuel technologies and space communications systems. According to Northrop,
equipment at the Test Site is operated under licenses from a variety of governmental agencies,
including the South Coast Air Quality Management District, and all operations involving
chemicals, including the receipt, storage and use of hazardous chemicals and the resulting
hazardous waste, are in full compliance with local, state and federal rules. Persons within the
Community can expect to hear loud noises when tests are being conducted and may see smoke
caused by the testing of rockets and other equipment. Declarant has been advised that Owners
may obtain additional information about the Test Site by reviewing their website at

" A ! and a PDF file at
http://www st.northropgrumman.com/capa j i ite. pdf.
Declarant and the Association have no control over the operation of the Test Site or the timing of
any tests conducted by Northrop or the ultimate duration of the use of the test site.

333 UNITED STATES MARINE CORPS, EL TORO. The former Marine Corps
Air Station at El Toro (“MCAS El Toro") was closed on July 2, 1999. The closed base is located
just north of the confluence of the Interstate S and 405 freeways. After closure of the base, the
County of Orange was responsible under federal law to prepare a reuse plan for the MCAS El
Toro property, and had at one time planned to use the property as a future civilian passenger and
cargo airport. As a result of the passage of ballot Measure W in March 2002, however, the
County’s General Plan was amended and the land was designated for non-aviation uses. The
non-aviation uses discussed in Measure W included, among other things, a multi-purpose central
park, open space, nature preserve, universities and schools, cultural facilities use of existing base
housing for emergency and affordable housing, and other interim and long-term uses compatible
with park uses. The Department of the Navy subsequently announced its intention to honor the
decision of Orange County voters in favor of non-aviation uses, and the County has ceded control
of planning and development of the MCAS El Toro property to the City of Irvine (“Irvine”).
The Local Agency Formation Commission approved the annexation of the former base property
by Irvine. Irvine has completed environmental, zoning and other actions to allow development of
a portion of the land as the “Orange County Great Park.” A description of the development plan
for the Orange County Great Park may be found at Irvine’s website at www.ci.irvine.ca.us.

In 2005, the United States Department of the Navy sold the MCAS El Toro property to
Lennar Corp. in a joint venture with LNR Property Corp., Rockpoint Real Estate Fund I,
Blackacre Institutional Capital Management and MSD Capital. As currently proposed, the
MCAS El Toro property will be transformed into a 3,700-acre mixed-use master planned
community called Heritage Fields, which is planned to include 3,400 home sites, commercial and
retail properties and more than 1,300 acres of public land known as the Great Park (to be
developed by the City of Irvine), among other public service arcas. Declarant has no control
over the future planning of MCAS El Toro.

3.34 SAND AND GRAVEL OPERATIONS. Oglebay Norton Industrial Sands, Inc.
mines and processes industrial sand from an open pit located at 31302 Ortega Highway, San Juan
Capistrano, California. Mining is accomplished with conventional carthmoving equipment. All
activities are regulated by county, regional, state and federal agencies. Lots within the Properties
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may be subject to noise and visual impacts resulting from the sand and gravel operations and
distribution-related activities. Declarant and the Association have no control over the

maintenance or operation of this facility.

335 PRIMA DESHECHA SANITARY LANDFILL. Owner understands and
acknowledges that approximately three (3) miles to the northeast of the Properties is the Prima
Deshecha Sanitary Landfill (the “Landfill”), a Class 111 sanitary landfill which accepts only non-
hazardous municipal solid waste including a limited amount of de-watered sewage sludge. It is
approximately 1,530 acres in size, with 1,000 acres permitted for waste disposal purposes. The
Landfill is permitted to accept up to 4,000 tons of waste per day and currently receives
approximately 1,500 tons of waste per day. According to information from the Landfill, the
facility is operated in full compliance with all federal, state and local codes, ordinances and
regulations. It is Declarant’s understanding that the Landfill has a network of environmental
programs and systems to protect the arcas surrounding the Landfill and to prevent any potential
impacts to those arcas. The Landfill may be accessed via Ortega Highway off the Santa Ana
Freeway (I-5). The Landfill is open from 7:00 am. to 4.00 p.m., daily, Monday through
Saturday, and is closed on Sundays and major holidays. Owner may obtain additional
information about the Landfill by contacting the County of Orange Integrated Waste
Management Department, telephone (949) 834-4176 or the Landfill at (714) 834-4000.
Declarant and the Association have no control over the Landfill and is not responsible for its use
or maintenance.

336 FUTURE DEVELOPMENT OF NEARBY LANDS. All of the adjacent land
within the sphere of influence of the City has uses designated on the City's General Plan and
regulated by Title 9 of the City’s Municipal Code (including, without limitation, any applicable
zoning ordinances). Uses on properties outside of the City’s sphere of influence, including the
Rancho Mission Viejo Company’s proposal for a new large residential and commercial
development along Ortega Highway, will be evaluated by the County of Orange. If constructed
as planned, residents of that development may use Ortega Highway as an access road, thereby
increasing noise and traffic in and around the Properties.

3.37 IMPACTS OF NOISE. Owners and residents in the Properties may experience
noise from several different sources inside and outside the Properties. Many of these sources
have been discussed in other sections of this Article III (see Sections 3.3,3.4,3.6,3.7, 3.12, 3.13,
3.14, 3.15, 3.16, 3.17, 3.30, 3.32, 3.34 and 3.36). Owners acknowledge, understand and accept
that living in close proximity to other persons and businesses has limitations on solitude. During
the construction process, Owners will experience noise, dust and vibration from construction
activity. Other potential sources of noise, dust and traffic are the 5 freeway, Ortega Highway and
arterial streets in the vicinity of the Properties. Declarant and the Association have no control
over the transmission of noise from sources outside the Properties.

338 CHANGE IN PLANS. Declarant has the right to develop the Annexable
Territory with Improvements that may be different in design, size, character, style and price from
those in Phase 1 or any other Phase.

3.39 ADDITIONAL PROVISIONS. There may be provisions of various laws,
including the Davis-Stirling Common Interest Development Act codified at Sections 1350 et seq.
of the California Civil Code and the federal Fair Housing Act codified at Title 42 United States
Code, Section 3601 et seq., which may supplement or override the Association Governing
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Documents. Declarant makes no representations or warranties regarding the future enforceability
of any portion of the Association Governing Documents.

ARTICLE IV
THE ASSOCIATION

4.1 GENERAL DUTIES AND POWERS. The Association has the duties and
powers listed in the Association Governing Documents and also has the general and implied
powers of a nonprofit mutual benefit corporation, generally to do all things that a corporation
organized under the laws of the State of California may lawfully do which are necessary or
proper in operating for the general welfare of the Owners, subject only to the limits on the
exercise of such powers listed in the Association Governing Documents. Unless otherwise
indicated in the Articles, Bylaws, this Declaration, or the Supplemental Declarations, the powers
of the Association may be exercised by the Board.

42 SPECIFIC DUTIES AND POWERS. In addition to its general powers and
duties, the Association has the following specific powers and duties.

42.1 Common Property. The power and duty to accept, maintain and
manage the Common Property in accordance with the Association Governing Documents. The
Association may install or remove capital Improvements on the Common Property. The
Association may reconstruct, replace or refinish any Improvement on the Common Property.

422 Utllides. The power and duty to obtain, for the benefit of the Propenies;
all commonly metered water, gas and electric services, and the power, but not the duty, to
provide for trash collection and cable or master television service.

423 Granting Rights. The power to grant exclusive or nonexclusive
easements, licenses, rights of way or fee interests in the Common Area owned in fee simple by
the Association, to the extent any such grant is reasonably required (a) for Improvements to serve
the Properties, (b) for purposes of conformity with the as-built location of Improvements
installed or authorized by Declarant or the Association, (c) in connection with any lawful lot line
adjustment, or (d) for other purposes consistent with the intended use of the Properties. This
power includes the right to create and convey easements for one or more Owners over portions
of the Common Area. The Association may deannex any portion of the Properties from the
encumbrance of the Declaration in connection with any lawful lot line adjustment.

424 Employ Personnel. The power to employ Persons necessary for the
effective operation and maintenance of the Common Property, including legal, management and
accounting services.

4.2.5 Insursnce. The power and duty to keep insurance for the Common
Area in accordance with this Declaration.

42.6 Sewers and Storm Drains. The power and duty to maintain any private
sewer systems, private storm drains, or private drainage facilities in the Common Area
(excluding any private sewer easement in favor of the Owner of Lot 121) in accordance with the
Association Governing Documents.
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42.7 Maintenance Guidelines. The power and duty to (a) operate, maintain
and inspect the Common Property and its various components in conformity with any
Maintenance Guidelines and any maintenance manual, and (b) review any maintenance manual
for necessary or appropriate revisions no less than annually after the Board has prepared the

Budget.

428 Rules and Regulations. The power, but not the duty, to adopt, amend,
repeal, and create exceptions to, the Rules and Regulations.

(a)  Standards for Enforceability. To be valid and enforceable, a Rule
must satisfy all the following requirements:

(i) The Rule must be in writing;

(i)  The Rule is within the authority of the Board conferred by
law or by this Declaration, the Articles or the Bylaws;

@iii) The Rule is not inconsistent with governing law, this
Declaration, the Articles, or the Bylaws;

(iv)  The Rule is adopted, amended or repealed in good faith and
in substantial compliance with the requirements of Article 4 of Title 6 of Part 4 of Division 2 of
the California Civil Code; A

(v)  The Rule is reasonable; and

(vi) The Rule complies with the requirements of California
Civil Code Section 1357.110 (as amended from time to time).

(b)  Areas of Regulation. The Rules and Regulations may concern use
of the Properties, signs, parking restrictions, minimum standards of property maintenance, and
any other matter under the Association’s jurisdiction.

(c)  Limits on Regulation. The Rules and Regulations must apply
uniformly to all Owners and must comply with this Declaration and all applicable state and local
laws.

(d)  Procedure for Adoption, Amendment and Repeal. Rules or
procedures concerning (i) the use of Common Property, (ii) the use of a Lot, including any
aesthetic standards or Design Guidelines that affect Lots, (iii) member discipline, including any
schedule of monetary penalties for violation of the Association Governing Documents, (iv) any
procedure for the imposition of penalties, (v) any standards for delinquent assessment payment
plans, and (vi) any procedures adopted by the Association for resolution of assessment disputes
(each, a “Covered Rule”) may only be adopted, amended or repealed in accordance with the
following procedure:

) The Board must provide written notice (“Nofice”) of a
proposed change in a Covered Rule to the members at least thirty (30) days before making the
change, except for an Emergency Rule Change (defined below). The Notice must include the

text of the proposed change and a description of the purpose and effect of the proposed change
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(Notice is not required if the Board determines that an immediate change is required to address
an imminent threat to public health or safety, or an imminent risk of substantial economic loss to

the Association),

(ii)  The decision on a proposed change shall be made at a
Board meeting after consideration of comments made by the members of the Association;

(iii) The Board shall deliver Notice of the adopted change to
every member of the Association within fifteen (15) days of adoption. If the change was an
Emergency Rule Change, the notice shall include the text of the Emergency Rule Change, and
the date on which the Emergency Rule Change expires;

(iv)  If the Board determines that an immediate Rule change is
required to address an imminent threat to public health or safety, or an imminent risk of
substantial economic loss to the Association, it may make the change on an emergency basis
(“Emergency Rule Change”) and no Notice will be required. An Emergency Rule Change is
effective for one hundred-twenty (120) days, unless the adopted change provides for a shorter
effective period. Any change that is adopted as an Emergency Rule Change may not be
re-adopted under authority of this subpart.

(v) A Notice required by this Section 4.2.8(d) is subject to
California Civil Code Section 1350.7.

(vi) A Rule change made pursuant to this Section 4.2.8(d) may
be reversed as provided in California Civil Code Section 1357.140.

The foregoing procedure does not apply to Rules that do not meet the definition of
Covered Rules above, nor to decisions of the Board regarding maintenance of Common
Property, a decision on a specific matter that is not intended to apply generally, a decision setting
the amount of an Annual Assessment or a Special Assessment, a Rule change that is required by
law if the Board has no discretion as to the substantive effect of the changes, or issuance of a
document that merely repeats existing law or the governing documents.

(¢)  Use of Facilities. The Rules and Regulations may (i) specify a
maximum number of guests which an Owner, tenant or other Person may admit to the Common
Area recreational facilities at one time, (ii) establish rules for allowing Owners, tenants or other
Persons to use Common Area facilities for private functions, or (iii) establish admission fees,
deposit requirements and other fees for the use of any facilities on the Common Area.

4.2.9 Borrowings. The power, but not the duty, to borrow money for
purposes authorized by the Articles, Bylaws, Declaration, any Supplemental Declarations or any
Notice of Addition, and to use the Common Area owned in fee simple by the Association as
security for the borrowing.

4.2.10 Contracts. The power, but not the duty, to enter into contracts. This
includes contracts with Owners or other Persons to provide services or to :.aintain
Improvements in the Properties and elsewhere which the Association is not otherwise required to
provide or maintain by this Declaration.
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42.11 Telecommunications Contract. Notwithstanding anything in the
Association Governing Documents to the contrary, the Board shall have the power to enter into,
accept an assignment of, or otherwise cause the Association to comply with the terms and
provisions of an exclusive telecommunications services contract (“Telecommunications
Contract”) with a telecommunications service provider (“Service Provider”), pursuant to which
the Service Provider shall serve as the exclusive provider of Telecommunications Services to
each Lot in the Properties. The Board shall only enter into, accept an assignment of, or
otherwise cause the Association to comply with the terms and provisions of the
Telecommunications Contract if the Board determines, in its sole discretion, that such action is in
the best interests of the Association. Although not exhaustive, the Board shall consider the
following factors in making such a determination:

(@) Initial Term and Extensions. The initial term of the
Telecommunications Contract should not exceed five (5) years, and, if the Telecommunications
Contract provides for automatic extensions, the length of each such extension should also not

exceed five (5) years.

®) Termination. The Telecommunications Contract should provide
that: (i) at least six (6) months prior to the expiration of either the initial or any extended term of
the Telecommunications Contract, the entire Membership of the Association may, without cause,
by a sixty percent (60%) vote, prevent any automatic extension that the Telecommunications
Contract may provide for, and thereby allow the Telecommunications Contract to expire, and
(ii) at any time, the Board may terminate the Telecommunications Contract if, in the sole
discretion of the Board, the Service Provider fails to provide quality, state-of-the-art
Telecommunications Services.

(c)  Fees. Whether the monthly fee charged to the Association by the
Service Provider for the provision of the Telecommunications Services to all of the Lots
represents a discount from the comparable retail fees charged by the Service Provider in the
general geographic area in which the Properties are located, and, if so, the amount of such
discount.

(d)  Installation of Telecommunications Facilities. ~Whether the
Service Provider is solely responsible for the installation, and the cost thereof, of all of the
Telecommunications Facilities necessary to provide Telecommunications Services to each Lot.

(¢)  Removal of Telecommunications Facilities. Whether the Service
Provider has the right to remove the Telecommunications Facilities upon expiration or
termination of the Telecommunications Contract.

42.12 Indemnification.

(a)  For Association Representatives. To the fullest extent authorized
by law, the Association has the power and duty to indemnify Board members, Association
officers, Architectural Review Committee members, and all other Association committee
members for all damages, pay all expenses incurred, and satisfy any judgment or fine levied as a
result of any action or threatened action brought because of performance of an act or omission
within what such person reasonably believed to be the scope of the Person’s Association duties
(“Official Act™). Board members, Association officers, Architectural Review Committee
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members, and all other Association committee members are deemed to be agents of the
Association when they are performing Official Acts for purposes of obtaining indemnification
from the Association pursuant to this Section. The entitlement to indemnification under this
Declaration inures to the benefit of the estate, executor, administrator and heirs of any person
entitled to such indemnification.

(b)  For Other Agenis of the Association. To the fullest extent
authorized by law, the Association has the power, but not the duty, to indemnify any other
Person acting as an agent of the Association for damages incurred, pay expenses incurred, and
satisfy any judgment or fine levied as a result of any action or threatened action because of an

Official Act.

(c)  Provided by Contract. The Association also has the power, but not
the duty, to contract with any Person to provide indemnification in addition to any
indemnification authorized by law on such terms and subject to such conditions as the
Association may impose.

42.13 Annexing Additional Property. The power, but not the duty, to annex,
pursuant to Section 16.2, additional property to the Properties encumbered by this Declaration.

42.14 Vehicle Restrictions. The power granted in Section 2.8 to identify
Authorized Vehicles or Prohibited Vehicles and to modify the restrictions on vehicles.

42.15 License and Use Agreements. The Association may enter into
agreements with Declarant or any homeowners association having jurisdiction over the
Annexable Territory to share facilities located on the Common Area (“Facility”) with the
Owners of Residences in the Annexable Territory that is not annexed to the Properties. Any
such agreement shall be in form and content acceptable to Declarant, the Board of Directors
(without the approval of Owners) and Declarant or the board of directors of any adjacent
homeowners association and shall include provisions regarding use and sharing of maintenance
costs for the Facility.

4.2.16 Landscaping. The Board has the power, but not the duty, to grant
Owners revocable licenses that allow Owners to replace and/or add landscaping Improvements to
any portion of the Common Area, subject to the prior written approval of the Board, any
reasonable restrictions or conditions the Board may impose, and the right of the Board to revoke
such license, remove the Improvements and charge the Owner for the cost of such removal.

4.2.17 Prohibited Functions.

(a)  Property Manager. The Association shall not hire any employees,
furnish offices or other facilities, or use any Common Area for an “on-site” Manager. The
Association Manager shall at all times be a professional manager employed as an independent
contractor or agent working at its own place of business.

(b)  Off-site Nuisances. The Association shall not use any Association
funds or resources to abate any annoyance or nuisance emanating from outside the physical

boundaries of the Properties.
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(c) Political Activities. The Association shall not conduct, sponsor,
participate in or expend funds or resources toward any activity, campaign or event, including any
social or political campaign, event or activity which does not directly and exclusively pertain to
the authorized activities of the Association. Furthermore, the Association shall not participate in
federal, state or local activities or activities intended to influence a governmental action affecting
areas outside the Properties (e.g. endorsement or support of legislative or administrative actions
by a local governmental authority), nor shall it support or campaign for or against candidates for
elected or appointed office or ballot proposals. There shall be no amendment of this Section so
long as Declarant owns any portions of the Properties.

4.2.18 Standing to Resolve Disputes. The Association shall have standing to
institute, defend, settle or intervene in litigation, alternative dispute resolution or administrative
proceedings (each, an “Action”) in its own name as the real party in interest and without joining
the Owners, in matters pertaining to (a) damage to the Common Area, (b) damage to portions of
the Lots which the Association is obligated to maintain or repair, and (c) damage to portions of
the Lots which arises out of, or is integrally related to, damage to the Common Area or portions
of the Lots that the Association is obligated to maintain or repair (cach, a “Claim”). However,
the Association shall not have standing to institute, defend, settle or intervene in any Action in
any matter pertaining only to an individual Lot and not included in subsections (b) and (c) above.

Upon commencement of an Action by the Association pertaining to any Claim described
in subsections (a), (b) or (c) above, the Association’s standing shall be exclusive, and during the
pendency of such Action, the Owners shall be barred from commencing a new Action or
maintaining a pending Action on the same Claim. The Association’s exercise of exclusive
standing as to an Action on a particular Claim shall not be deemed to give rise to any affirmative
obligation on the part of the Association to maintain, settle or dismiss the Action, cxcept in the
Association’s sole discretion, and subject to Section 12.4.

43 STANDARD OF CARE, NONLIABILITY.
43.1 Scope of Powers and Standard of Care.

(a) General Scope of Powers. Rights and powers conferred on the
Board, the Architectural Review Committee or other committees or representatives of the
Association by the Association Governing Documents are not duties, obligations or disabilities
charged upon those Persons unless the rights and powers are explicitly identified as including
duties or obligations in the Association Governing Documents or law. Unless a duty to act is
imposed on the Board, the Architectural Review Committee or other committees or
representatives of the Association by the Association Governing Documents or law, the Board,
the Architectural Review Committee and the committees have the right to decide to act or not
act. Any decision not to act is not a waiver of the right to act in the future.

(b)  Business Affairs. This Section 4.3.1(b) applies to Board member
actions in connection with management, personnel, maintenance and operations, insurance,
contracts and finances, and Architectural Review Committee member actions. Each Board
member shall perform the duties of a Board member in good faith, in a manner the Board
member believes to be in the best interests of the Association and with such care, including
reasonable inquiry, as an ordinarily prudent person in a like position would use under similar
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circumstances. When performing his duties, a Board member is entitled to rely on information,
opinions, reports or statements, including financial data prepared or presented by:

(i) One (1) or more officers or employees of the Association
whom the Board member believes to be reliable and competent in the matters presented,;

(i)  Counsel, independent accountants or other Persons as to
matters which the Board member believes to be within such Person’s professional or expert
competence; or

(iii) A committee of the Board upon which the Board member
does not serve, as to matters under its designated authority, which committee the Board member
believes to merit confidence, so long as, in any such case, the Board member acts in good faith,
after reasonable inquiry when the need therefor is indicated by the circumstances and without
knowledge that would cause such reliance to be unwarranted.

This Section 4.3.1(b) is intended to be a restatement of the business judgment rule
established in applicable law as it applies to the Association. All modifications and
interpretations of the business judgment rule applicable to the Association shall be interpreted to
modify and interpret this Section 4.3.1(b).

(c)  Association Governance. This Section 4.3 applies to Board
actions and Architectural Review Committee decisions in connection with interpretation and
enforcement of the Association Governing Documents, architectural and landscaping control,
regulation of uses within the Properties, rule making and oversight of committees. Actions taken
or decisions made in connection with these matters shall be reasonable, fair and
nondiscriminatory.

4.3.2  Nonliability.

(@)  General Rule. No Person is liable to any other Person (other than
the Association or a party claiming in the name of the Association) for injuries or damage
resulting from such Person’s Official Acts, except to the extent that such injuries or damage
result from the Person’s willful or malicious misconduct. No Person is liable to the Association
(or to any party claiming in the name of the Association) for injuries or damage resuiting from
such Person’s Official Acts, except to the extent that such injuries or damage result from such
Person’s negligence or willful or malicious misconduct. The Association is not liable for
damage to property in the Properties unless caused by the negligence of the Association, the
Board, the Association’s officers, the Manager or the Manager’s staff.

(b)  Nonliability of Volunteer Board Members and Officers. A
volunteer Board member or volunteer Association officer shall not be personally liable to any
Person who suffers injury, including bodily injury, emotional distress, wrongful death or
property damage or loss as a result of the tortious act or omission of the volunteer officer or
Board member if all applicable conditions specified in Section 1365.7 of the California Civil
Code are met.

(c)  Nonliability of Owners. Pursuant to California Civil Code
Section 1365.9, no Owner shall be liable for any cause of action in tort which can be brought
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against the Owner solely because of the Owner's undivided interest in the Common Area so long
as the Association keeps one (1) or more policies of insurance which include coverage for
general liability of the Association in the amount required by California Civil Code
Section 1365.9 and that insurance is in effect for the cause of action being brought.

44 MEMBERSHIP.

4.4.1 Generally. Every Owner shall automatically acquire a Membership in
the Association and retain the Membership until such Owner’s Lot ownership ceases, at which
time such Owner's Membership shall automatically cease. Ownership of a Lot is the sole
qualification for Membership. Memberships are not assignable except to the Person to whom
title to the Lot is transferred, and every Membership is appurtenant to and may not be separated
from the fee ownership of the Lot. The rights, duties, privileges and obligations of all Owners
are as provided in the Association Governing Documents.

442 Transfer. The Membership of any Owner may not be transferred,
pledged or alienated in any way, except on the transfer or encumbrance of such Owner’s Lot, and
then only to the transferee or Mortgagee of the Owner's Lot. A prohibited transfer is void and
will not be reflected in the records of the Association. Any Owner who has sold his Lot to a
contract purchaser under an agreement to purchase may delegate the Owner's Membership rights
to the contract purchaser. The delegation must be in writing and must be delivered to the
Association before the contract purchaser may vote. The contract seller shall remain liable for
all Assessments attributable to the contract seller’s Lot which accrue before title to the Lot is
transferred. If the contract seller fails or refuses to delegate his Membership rights to the
contract purchaser before the Close of Escrow, the Association may record the transfer to the
contract purchaser in the Association’s records. However, no contract purchaser will be entitled
to vote at Association meetings during the term of a purchase contract without satisfactory
evidence of the delegation of the contract seller’s Membership rights to the contract purchaser.
The Association may levy a reasonable transfer fee against 8 new Owner and such Owner’s Lot
(which fee shall be paid through escrow or added to the Annual Assessment chargeable to such
new Owner) to reimburse the Association for the administrative cost of transferring the
Membership to the new Owner on the Association’s records. Such fee may not exceed the
Association’s actual cost involved in changing its records.

443 Classes of Membership. The Association classes of voting
Membership are as follows:

(a)  Class A. Class A members are all Owners except Declarant for so
long as a Class B Membership exists. Class A members are entitled to one (1) vote for each Lot
owned by such Class A members which is subject to Assessment. Declarant shall become a
Class A member on conversion of Declarant’s Class B Membership as provided below. The vote
for each Lot shall be exercised in accordance with Section 4.5.1, but no more than one (1) Class
A vote may be cast for any Lot.

(b)  Class B. The Class B member is Declarant. The Class B member
is entitled to three (3) votes for each Lot owned by Declarant which is subject to Assessment.
The Class B Membership shall convert to Class A Membership on the earlier to occur of the
following events:
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(i)  The second (2*) anniversary of the first Close of Escrow in
the most recent Phase; or

(i)  The fourth (4®) anniversary of the first Close of Escrow in
Phase 1.

(c)  Class C Board Appointment Right. Declarant shall have a Class C
Board appointment right (whether or not Declarant is an Owner). The Class C Board
appointment right shall not be considered a part of the voting power of the Association. The
Class C Board appointment right entitles Declarant to select a majority of the members of the
Board of Directors until the Class C Termination Date. The “Class C Termination Date” shall
be the earlier to occur of the following events:

(i) The date of the ninetieth (90"’) Close of Escrow in the
Properties and Annexable Territory;

(i)  The fourth (4") anniversary of the first Close of Escrow in
the Phase for which a Final Subdivision Public Report was most recently issued by the DRE; or

(d)  The tenth (10™) anniversary of the first Close of Escrow for the
sale of a Lot in the Properties.

45 VOTING RIGHTS.

4.5.1 Limits Generally. All voting rights are subject to the Association
Governing Documents. Except as provided in Sections 4.5.2 and 12.3 of this Declaration and
Section 4.8 of the Bylaws, as long as there is a Class B Membership, any provision of the
Association Governing Documents which expressly requires the vote or written consent of a
specified percentage (instead of a majority of a quorum) of the Association’s voting power
before action may be undertaken shall require the approval of such specified percentage of the
voting power of both the Class A and the Class B Memberships. Except as provided in Section
12.3 of this Declaration and Section 4.8 of the Bylaws, on termination of the Class B
Membership, any provision of the Association Governing Documents which expressly requires
the vote or written consent of Owners representing a specified percentage (instead of a majority
of a quorum) of the Association's voting power before action may be undertaken shall then
require the vote or written consent of Owners representing such specified percentage of both
(a) the Association’s total Class A voting power, and (b) the Association’s Class A voting power
represented by Owners other than Declarant.

45.2  Vote to Initiate Construction Defect Claim. Commencing on the date
of the first annual meeting of Owners, Declarant relinquishes control over the Association’s
ability to decide whether to initiate a construction defect claim under the Right to Repair Law (a
“Defect Claim”). This means that Declarant, current employees and agents of Declarant, Board
members who are appointed by Declarant, Board members elected by a majority of votes cast by
Declarant, and all other Persons whose vote or written consent is inconsistent with the intent of
the preceding sentence, are prohibited from participating and voting in any decision of the
Association or Owners to initiate a Defect Claim.
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453 Joint Ownership. When more than one (1) Person holds an interest in
any Lot (“co-owners”), each co-owner may attend any Association meeting, but only one (1)
co-owner shall be entitled to exercise the single vote to which the Lot is entitled. Co-owners
owning the majority interests in a Lot may designate in writing one (1) of their number to vote.
Fractional votes shall not be allowed and the vote for each Lot shall be exercised, if at all, as a
unit. Where no voting co-owner is designated or if the designation is revoked, the vote for the
Lot shall be exercised as the co-owners owning the majority interests in the Lot agree. Unless
the Association receives a written objection in advance from a co-owner, it shall be conclusively
presumed that the voting co-owner is acting with his co-owners’ consent. No vote may be cast
for any Lot if the co-owners present in person or by proxy owning the majority interests in such
Lot fail to agree to the vote or other action. The nonvoting co-owner or co-owners are jointly
and severally responsible for all obligations imposed on the jointly-owned Lot and are entitled to
all other benefits of ownership. All agreements and determinations lawfully made by the
Association in accordance with the voting percentages established in the Association Governing
Documents are binding on all Owners and their successors in interest.

ARTICLE V
ARCHITECTURAL REVIEW COMMITTEE

51 MEMBERS OF COMMITTEE. The Architectural Review Committee shall be
composed of three (3) members. The initial members of the Architectural Review Committee
shall be representatives of Declarant until one (1) year after the original issuance of the Final
Subdivision Public Report (“Public Report”) for Phase | (“First Anniversary”). After the
First Anniversary, the Board may appoint and remove one (1) member of the Architectural
Review Committee, and Declarant may, but is not obligated to, appoint and remove a majority of
the members of the Architectural Review Committee and fill any vacancy of such majority, until
the earlier to occur of (a) Close of Escrow for the sale of ninety percent (90%) of all the Lots in
the Properties and the Annexable Territory, or (b) the fith (5™ anniversary of the original
issuance of the Public Report for Phase 1, after which the Board may appoint and remove all
members of the Architectural Review Committee. Architectural Review Committee members
appointed by the Board must be Owners, but Architectural Review Committee members
appointed by Declarant need not be Owners. Board members may serve as Architectural Review

Committee members.
5.2 POWERS AND DUTIES.

5.2.1 General Powers and Dutles. The Architectural Review Committee
shall consider and act upon all plans and specifications submitted for its approval, including
inspection of work in progress to assure conformity with plans approved by the Architectural
Review Committee, and shall perform such other duties as the Board assigns to it.

5.2.2 Issuance of Standards. The Architectural Review Committee shall
issue and update its Design Guidelines and provide notice of any requirements for Association
approval of proposed Improvements. The notice shall describe the types of proposed
Improvements that require Association approval and shall include a copy of the procedure used
to review and approve or disapprove any proposed Improvements. The Design Guidelines may

ire a fee to accompany each application for approval, and may identify additional factors
which the Architectural Review Committee will consider in reviewing submissions. The

Architectural Review Committee may provide that fees it imposes be uniform, or that fees be
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determined in any other reasonable manner. The Architectural Review Committee may require
such detail in plans and specifications submitted for its review as jt deems proper, including
landscape plans, floor plans, site plans, drainage plans, elevation drawings and descriptions or
samples of exterior materials and colors.

5.2.3  Retaining Consultants. The Architectural Review Committee has the
power, but not the duty, to retain licensed architects, contractors and other professionals to
advise its members in connection with decisions.

5.3 REVIEW OF PLANS AND SPECIFICATIONS.

5.3.1  Improvements Requiring Approval. No construction, installation or
alteration of an Improvement, including landscaping, in the Properties, and no grading,
excavation, filling or other alteration to the grade or level of the land in the Properties, may be
commenced until the plans and specifications therefor showing the nature, kind, shape, height,
width, color, materials and location thereof are submitted to and approved in writing by the
Architectural Review Committee. However, any Improvement may be repainted without
Architectural Review Committee approval so long as the Improvement is repainted the identical
color which it was last painted. The provisions of this Article apply to construction, installation
and alteration of solar energy systems, as defined in Section 801.5 of the California Civil Code,
subject to the provisions of California Civil Code Sections 714 and 714.1, the City Building
Code, zoning regulations, and other laws.

532  Application Procedure. Owners who seck Architectural Review
Committee approval shall submit plans and specifications showing the dimensions, exterior
elevation, color, materials used and location of the proposed Improvements, along with an initial
review fee of One Hundred Dollars ($100.00) or other amount set in writing from time to time
by the Architectural Review Committee, along with all other review materials required under this
Article (collectively, an “Application”™). Until changed by the Board, the address for the
submission of such plans and specifications is the Association’s principal office. The form of
application used by the Architectural Review Committee may include spaces allowing “Adjacent
Owners” to sign or initial the application confirming that they have been notified of the
application. The Architectural Review Committee may establish a definition of “Adjacent
Owners” in its Design Guidelines. Applications will be complete and may be approved or
disapproved by the Architectural Review Committee even if all of the Adjacent Owners do not
initial the applications so long as the Owner submitting plans and specifications (“Applicanst™)
certifies that the Applicant has asked the Adjacent Owners to sign the applications. The
requirement that the Applicant attempt to obtain the signatures of Adjacent Owners is intended
only to provide notice of the pending application to the Adjacent Owners. It does not create in
the Adjacent Owners any power to approve or disapprove the application by signing or
withholding a signature. Only the Architectural Review Committee may approve or disapprove

an application.

The Architectural Review Committee shall deliver its written approval, disapproval or
request for additional information or materials to the Applicant at the address listed in the
Application no later than the datc that is forty-five (45) calendar days after the date on which the
Architectural Review Committee has received the complete Application (the “Review
Deadline”). If, on the Review Deadline, the Architectural Review Committee has failed to
deliver to the Applicant its written approval, disapproval or request for additional information or
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materials, then the Application shall be deemed approved and the Manager or a representative of
the Board or Architectural Review Committee shall execute a written approval therefor within
fifteen (15) days at the request of the Applicant. A decision on a proposed Improvement shall be
consistent with California law, made in good faith and may not be unreasonable, arbitrary or
capricious. If disapproved, the written decision shall include both an explanation of why the
proposed Improvement is disapproved and a description of the procedure for reconsideration by

the Board of Directors.

533  Standard for Approval. The Architectural Review Committee shall
approve plans and specifications submitted for its approval only if it determines that
(a) installation, construction or alterations of the Improvements in the locations proposed will not
be detrimental to the appearance of the surrounding area of the Properties as a whole, (b) the
appearance of any structure affected by the proposed Improvements will be in harmony with the
surrounding structures, (c) installation, construction or alteration of the proposed Improvements
will not detract from the beauty, wholesomeness and attractiveness of the Properties or the
enjoyment thereof by the Owners, (d) maintenance of the proposed Improvements will not
become a burden on the Association, (e) the proposed Improvements are consistent with this
Declaration and (f) the Improvements are consistent with the City's Design Guidelines. The
Architectural Review Committee may consider the impact of views from other Residences or
Lots along with other factors including reasonable privacy right claims, passage of light and air,
beneficial shading and other factors in reviewing, approving or disapproving any proposed
landscaping, construction or other Improvements. However, neither the Declarant nor the
Association warrants that any views in the Properties are protected. No Residence or Lot is
guaranteed the existence or unobstructed continuation of any particular view.

534  Conditions of Approval. The Architectural Review Committee may
condition its approval of an Application for any Improvement on any one (1) or more of the
following: (a) the Applicant’s agreement to furnish the Association with security acceptable to
the Association against any mechanic’s lien or other encumbrance which may be Recorded
against the Common Area or another Owner’s Lot as a result of such work; (b) such changes to
the Application as the Architectural Review Committee considers appropriate; (c) the
Applicant’s agreement to grant to the Association or other Owners such easements as are made
reasonably necessary by the existence of the Improvement; (d) the Applicant’s agreement to
install water, gas, electrical or other utility meters to measure any increased utility consumption,;
(¢) the Applicant’s agreement to reimburse the Association for the cost of maintaining the
Improvement (should the Association agree to accept maintenance responsibility for the
Improvement as built); or (f) the Applicant’s agreement to complete the proposed work within a
stated period of time. The Committee may also require the Applicant, prior to commencing
work, to deposit with the Association adequate funds to repair or restore any Common Property
that may be damaged by the Applicant or the Applicant’s contractors. The Architectural Review
Committee will determine the actual amount of the deposit in each case, but the amount shall be
at least enough to cover the cost of repairing or restoring damage that is reasonably foresecable
to the Architectural Review Committee. The deposit shall be refundable to the extent the
Architectural Review Committee finds that the work of Improvement is complete, and that the
Association Common Property was not damaged or was restored at least to the condition it was

in prior to the commencement of work.
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The Architectural Review Committee has the right to require a reasonable security
deposit with each Application. The security deposit will be applied to the cost of repairing
damage to Common Area as a result of the Application. The amount of the security deposit shall
be specified in the Design Guidelines. The security deposit may be increased or decreased from
time to time at the discretion of the Architectural Review Committee. The Architectural Review
Committee may also require submission of additional plans and specifications or other
information before approving or disapproving material submitted. The Applicant shall meet any
review or permit requirements of the City and/or County before making any construction,
installation or alterations permitted under this Declaration.

5.3.5  City's Design Review Committee. Certain Improvements made to Lots
will be subject to review and approval by the City’s Design Review Committee. Each Owner is
solely responsible for determining whether his proposed Improvements require review and
approval by the City’s Design Review Committee and notifying the Architectural Review
Committee as to whether the City will require such review and approval. Owners shall submit a
copy of their Improvement plans and specifications to the City Planning Department and
Building Department for the determination required under this Section.

5.3.6 Matters Outside Scope of Approval The Architectural Review
Committee’s approval or disapproval of each Application shall be based solely on the aesthetic
considerations listed in this Article. Approval of any Application does not constitute a finding
by the Architectural Review Committee that the Application or any portion of the Application (a)
incorporates good engineering practices, (b) complies with applicable law, ordinance, code, or
regulation, including zoning laws and building and safety codes, (c) complies with the
requirements of any public utility, or (d) is permissible under the terms of any easement, license,
permit, mortgage, deed of trust, or other recorded or unrecorded instrument (other than the
Association Governing Documents) that affects the land.

5.3.7 Exculpation of Committee. By submitting an Application, each
Applicant is deemed to agree that neither the Architectural Review Committee, nor the members
thereof, nor Declarant, nor their respective agents, employees, attorneys or consultants shall be
liable to any Person for:

(a)  any defect in any Improvement constructed by or on behalf of the
Applicant pursuant to an approved Application;

(b)  any loss, damage, or injury to Persons or property arising out of or
in any way connected with work performed by or on behalf of the Applicant pursuant to an
approved Application; or

(c) any loss, damage, or injury to Persons or property arising out of or
in any way connected with the performance of the Architectural Review Committee’s duties
hereunder, unless due to willful misconduct or gross negligence.

5.4 MEETINGS AND ACTIONS OF THE ARCHITECTURAL REVIEW
COMMITTEE. The Architectural Review Committee shall meet as necessary to pertorm its
duties. So long as a majority of the members of the Architectural Review Committee are
Declarant representatives, the Architectural Review Committee may, by resolution unanimously
adopted in writing, designate a Architectural Review Committee Representative (who may, but
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need not, be one of its members) to take any action or perform any duties for and on behalf of the
Architectural Review Committee except the granting of variances. In the absence of such
designation, the vote or written consent of a majority of the Architectural Review Committee
constitutes an act of the Architectural Review Commitiee. All approvals issued by the
Architectural Review Committee must be in writing. Verbal approvals issued by the
Architectural Review Committee, any individual Architectural Review Committee member or
any other representative of the Association are not valid, are not binding on the Association and
may not be relied on by any Person. If within six (6) months of issuance of the approval, an
Owner either does not commence work pursuant to approved plans or obtain an extension of time
to commence work, the approval shall be automatically revoked and a new approval must be
obtained before work can be commenced.

55 NO WAIVER OF FUTURE APPROVALS. The Architectural Review
Commmittee’s approval of any proposals, plans and specifications or drawings for any work done
or proposed in connection with any matter requiring the Architectural Review Committee's
approval does not waive the right to withhold approval of any similar proposals, plans and
specifications, drawings or matters subsequently or additionally submitted for approval.

56 COMPENSATION OF MEMBERS. The Architectural Review Committee’s
members shall receive no compensation for services rendered, other than reimbursement for
expenses incurred by them in performing their duties.

57 INSPECTION OF WORK. The Architectural Review Committee or its duly
authorized representative may inspect any work for which approval of plans is required under
this Article (“Work”). The right to inspect includes the right to require any Owner to take such
action as may be necessary to remedy any noncompliance with the Architectural Review
Committee-approved plans for the Work or with the requirements of this Declaration

(“Noncompliance”).

5.7.1 Time Limit. The Architectural Review Committee's right to inspect the
Work and notify the responsible Owner of any Noncompliance shall terminate sixty (60) days
after the Work is completed and the Architectural Review Committee receives written notice on
a form provided by the Committec from the Owner that the Work is completed. If the
Architectural Review Committee fails to send a notice of Noncompliance to an Owner before
this time limit expires, the Work shall be deemed to comply with the approved plans.

If an Owner fails to complete Work within one (1) year from the date the approval for the
Work is issued, then a Noncompliance is deemed to exist and the Association has the right, but
not the obligation, to pursue the remedies listed in this Section.

5.72 Remedy for Noncompliance. If an Owner fails to remedy any
Noncompliance within sixty (60) days after the date of notice from the Architectural Review
Committee, the Architectural Review Committee shall notify the Board in writing of such
failure. After Notice and Hearing, the Board shall determine whether there is Noncompliance
and, if so, the nature thereof and the estimated cost of correcting or removing the same. If a
Noncompliance cxists, the Owner shall remedy or remove the same within a period of not more
than forty-five (45) days after the date that notice of the Board ruling is given to the Owner. If
the Owner does not comply with the Board ruling within that period, the Association may record
a Notice of Noncompliance (if allowed by law), correct the Noncompliance and charge the
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6.1.3  Encroachments. Declarant reserves, for its benefit and for the benefit
of all Owners and their Lots, a reciprocal easement appurtenant to each Lot over the other Lots
and the Common Area to accommodate (a) any existing encroachment of any wall or any other
Improvement installed by Declarant or approved by the Architectural Review Committee, and
(b) shifting, movement or natural settling of the Residences or other Improvements. Use of the
casements may not unreasonably interfere with cach Owner’s use and enjoyment of the burdened

Residences.

6.1.4 Completion of Improvements. Declarant reserves the right and
easement to enter the Properties to complete any Improvement which Declarant considers
desirable to implement Declarant’s development plan.

6.1.5 Owners’ Easements in Common Area. Declarant reserves, for the
benefit of every Owner, and each Owner's Family, tenants and invitees, nonexclusive easements
for pedestrian and vehicular access (all as applicable) over the Common Area in the Properties as
reasonably necessary for the use and enjoyment of each Lot in the Properties. This easement is
appurtenant to and passes with title to every Lot in the Properties.

6.1.6 Community Wall Easements. Declarant reserves for the benefit of the
Association the following easements:

(a)  An casement over all Lots abutting a tract boundary or Common
Area, consisting of a three (3) foot wide strip of land bounded by the tract boundary or the
property line separating the Lot from the Common Area (as applicable), to accommodate the
footings and other structural components of any Community Wall located on or immediately
adjacent to such property line, including any encroachments thereof onto the Lot; and

(b)  An easement for access over such Lots as reasonably necessary for
maintaining the Community Walls and related Improvements.

6.1.7  Private Street Access Easements. Declarant reserves for the benefit of
the Association and the Owners and each Owner's Family, invitees and tenants, nonexclusive
easements for pedestrian access and vehicular access and parking (as applicable), over the
private street Improvements constructed on Lots A to L, inclusive, of said Tract No. 16221;
provided, however, that this easement shall be subject to the right of the Declarant to block off
portions of the private streets in connection with the construction of homes in the Properties and
the right of Declarant to grant access easements over the streets to other Persons (which right
shall continue cven after the conveyance of fee title in the streets to the Association). These
access easements shall not be deemed Common Area unless and until designated as such by
Declarant in this Declaration, any Notice of Addition or Supplemental Declaration.

6.1.8  Easements in favor of Lot 121. Declarant hereby reserves (a) for the
benefit of the Owner of Lot 121 a private sewer easement over Lot Q of Tract No. 16221 which
sewer easement will be maintained by the Owner of Lot 121, and (b) for the benefit of the Owner
of Lot 121 and the Association, an access easement over Lot R of Tract No. 16221 for pedestrian
and vehicular access, which access casement will be maintained by the Association. These
easements are both approximately shown on Exhibit K attached hereto.
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6.19  Drainage Easements. Declarant reserves, for the benefit of the
Properties, the Owners and the Association, reciprocal nonexclusive easements for drainage of

water over, across and on the Properties.

6.1.10 Parkway Easements. Declarant reserves, for the benefit of certain
Owners, easements over that portion of the private streets in the Properties necessary for
installation, planting, irrigation and maintenance of parkway landscaping. The casement areas in
Phase 1, and the benefited Lots are shown on Exhibit H attached hereto. The easement arcas
and benefited Lots in future Phases will be shown on exhibits to the applicable Notice of

Addition, Supplemental Declaration or grant deed.

6.1.11 Easements for Maintenance of Association Maintenance Areas.
Declarant reserves, for the benefit of the Association, nonexclusive easements over the Lots as
necessary for access and maintenance of Association Maintenance Areas described herein,
depicted on Exhibit D, or on any Notice of Addition or Supplemental Declaration. No owner
may interfere with the Association’s exercise of its rights under the easements reserved in this

Section.

6.1.12 Telecommunications Easement. Declarant reserves blanket easements

(collectively, “Telecommunications Easements”) over the Properties for access and for
purposes of constructing, installing, locating, altering, operating, maintaining, inspecting,
upgrading, removing and enhancing Telecommunications Facilities  (collectively,
“Telecommunications Purposes”) for the benefit of Declarant. Such easements are freely
transferable by Declarant to any other Person and their successors and assigns. No one, except
for Declarant and Declarant’s transferees, may use the Properties for Telecommunications
Purposes. All Telecommunications Facilities shall be owned, leased or licensed by Declarant, as
determined by Declarant, in its sole discretion and business judgment. Transfer of the Properties
does not imply transfer of any Telecommunications Easements or Telecommunications
Facilities. The holders of the Telecommunications Easements may not exercise the rights
reserved hereunder in any manner which will unreasonably interfere with the reasonable use and
enjoyment of the Properties by any Owner. If the exercise of any Telecommunications Easement
results in damage to the Properties, then the easement holder who caused the damage shall,
within a reasonable period of time, repair such damage. If Declarant has not conveyed the
Telecommunications Easements in a Phase to another Person before the last Close of Escrow in
the Properties and the Annexable Territory, then Declarant grants the Telecommunications
Easements to the Association effective as of the last Close of Escrow in the Properties and the

Annexable Territory.

6.2 RIGHT TO GRANT EASEMENTS. Declarant reserves easements over the
Common Area owned in fee simple by the Association for the exclusive use by an Owner or
Owners of contiguous property as a yard, recreational, gardening, and landscaping area. Any
such easement may be conveyed by the Declarant before the last Close of Escrow for sale of a
Lot in the Properties and the Annexable Territory. If the Association owns fee title to the
property subject to an exclusive use easement, the conveyance must be approved by the Board,
which approval must not be unreasonably withheld. In addition, Declarant reserves the right to
grant easements for access over the private streets and access gates in the Properties at any time
for the benefit of the Properties, the City, the County, a utility provider, or adjacent property
owners. The purpose of each easement, the portion of the Common Area affected, the Lot to
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which the easement is appurtenant (if any), and any restrictions on use of the easement area shall
be identified in a Recorded grant of easement.

6.3 DELEGATION OF USE. Any Owner may delegate his right to use the
Common Area owned in fee simple by the Association in writing to his tenants, contract
purchasers or subtenants who reside in such Owner’s Residence, subject to regulation by the
Board. An Owner who has delegated his rights may not use the recreational facilities on the
Common Area so long as such delegation remains in effect.

6.4 RIGHT OF ENTRY.

6.4.1  Association. The Association has the right to enter the Lots to inspect
the Properties, and may take whatever corrective action it determines to be necessary or proper.
Entry onto any Lot under this Subsection may be made after at least three (3) days’ advance
written notice to the Owner of the Lot except for emergency situations, which shall not require
notice. Nothing in this Subsection limits the right of an Owner to exclusive occupancy and
control over the portion of his Lot that is not Common Property. Any damage to a Residence or
Lot caused by entry under this Subsection shall be repaired by the Association.

642 Declarant. The Declarant has the right to enter the Lots and the
Common Area (a) to comply with requirements for the recordation of subdivision maps or lot
line adjustments in the Properties or Annexable Territory, (b) for repair of Improvements in
accordance with the provisions of the Right to Repair Law, (c) to accommodate grading or
construction activities, and (d) to comply with requirements of applicable governmental
agencies. Declarant shall provide the applicable Owner reasonable notice before such entry,
except for emergency situations, which shall not require notice. Any damage to the Properties
that is caused by entry under this Subsection shall be repaired by the Declarant. Unless
otherwise specified in the initial grant deed of a Lot from the Declarant, this right of entry shall
automatically expire eleven (11) years from the last Close of Escrow in the Properties.

6.43 Owners. Each Owner shall permit other Owners, and their
representatives, to enter his Lot to perform installations, alterations or repairs to the mechanical
or electrical services to a Lot if (a) requests for entry are made in advance, (b) entry is made at a
time reasonably convenient to the Owner whose Lot is to be entered; and (c) the entered Lot is
left in substantially the same condition as existed immediately preceding such entry. Any
damage to the Lot caused by entry under this Subsection shal] be repaired by the entering Owner.

ARTICLE VII
ASSOCIATION MAINTENANCE FUNDS AND ASSESSMENTS

7.1 PERSONAL OBLIGATION TO PAY ASSESSMENTS. Each Owner shall
pay to the Association all Assessments established and collected pursuant to this Declaration.
The Association shall not levy or collect any Assessment that exceeds the amount necessary for
the purpose for which it is levied. All Assessments, together with late payment penalties,
interest, costs, and reasonable attorncy fees for the collection thereof, are a charge and a
continuing lien on the Lot against which such Assessment is made. Each Assessment, together
with late payment penalties, interest, costs and reasonable attorney fees, is also the personal
obligation of the Person who was the Owner of the Lot when the Assessment accrued. The
personal obligation for delinquent Assessments may not pass to any new Ownmer (“Purchaser”)
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Common Expenses, excluding NPDES Expenses, (b) a NPDES Fund for NPDES Expenses (c) an
adequate Reserve F und for the portion of Common Expenses allocated to (i) reserves for
Improvements which the Board does not Xpect to perform on an annual or more frequent basis,

and (ii) payment of deductible amounts for insurance policies which the Association obtains,
(c) a Surficia| Soils Subsidence Fund and (d) any other funds which the Association may

from the Operating Fund generally shall be made by the Association to discharge Association
responsibilities which cannot be discharged by disbursements from the Reserve Fund, However,
if the Board determines that the Operating Fund contains excesg funds, the Board may trangsfer
the excess funds to any other Association Maintenance Fund, Disbursements from the Reserve
Fund shall be made by the Association only for the Purposes specified ip this Article and in
Section 1365.5(c) of the California Cjvi] Code.

74  WAIVER OF USE. No Owner may exempt himself from persopa] liability for
Assessments duly levied by the Association, nor release such Owner's Lot from the liens and
charges thereof, by waiving use and enjoyment of the Common Property or by abandoning such

75  LIMITS ON ANNUAL ASSESSMENT INCREASES.

7.5.1  Maximum Authorized Annua] Assessment For Initial yea, of

Operations, During the Fisca) Year in which Annual Assessments commence, the Board may
levy an Annyaj Assessment per Lot in ap &mount which exceedg one hundred twenty percent
(120%) of the amount of Annual Assessments disclosed for the Properties in the most current
Budget filed with and approved by the DRE only if the Board first obtains the approva| of
€T3 casting a majority of votes at a meeting or election of the Association in which more
than fifty percent (50%) of the Lots are represented ( “Increase Election”), This Section does
not limit Annua] A increases necessary for addressing ap "Emergenqy Situarion” a4

ssessment
defined in Section 7.5.5.

752  Maximum Authorized Annua] Assessment For Subsequent Fiscal
Years. During the Fiscaj Years following the Fiscal Year iy which Annusj Assessments
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commence, the Board may levy Annual Assessments which exceed the Annual Assessments for
the immediately preceding Fiscal Year only as follows:

(a)  If the increase in Annual Assessments is less than or equal to
twenty percent (20%) of the Annual Assessments for the immediately preceding Fiscal Year,
then the Board must either (i) have distributed the Budget for the current Fiscal Year in
accordance with Section 1365(a) of the California Civil Code, or (ii) obtain the approval of
Owners casting a majority of votes in an Increase Election; or

(b)  If the increase in Annual Assessments is greater than twenty
percent (20%) of the Annual Assessments for the immediately preceding Fiscal Year, then the
Board must obtain the approval of Owners casting a majority of votes in an Increase Election.

This Section does not limit Annual Assessment increases necessary for addressing an
“Emergency Situation” as defined in Section 7.5.5.

7.5.3  Supplemental Anaual Assessments. If the Board determines that the
Association’s essential functions may be properly funded by an Annual Assessment in an
amount less than the maximum authorized Annual Assessment described above, it may levy such
lesser Annual Assessment. If the Board determines that the estimate of total charges for the
current year is or will become inadequate to meet all Common Expenses, it shall immediately
determine the approximate amount of the inadequacy. Subject to the limits described in
Sections 7.5.1, 7.5.2 and 7.5.5, the Board may levy a supplemental Annual Assessment reflecting
a revision of the total charges to be assessed against each Lot. To minimize the need for frequent
adjustments in the amount of the Annual Assessments during the development of the Properties,
the Board may stabilize the amount of the Annual Assessments invoiced to the Owners at a level
amount calculated to defray annual Common Expenses during the time that Annual Assessments
are fluctuating due to the periodic annexation of Lots and Common Property.

7.5.4  Automatic Assessment Increases. Despite any other provisions of this
Section 7.5, on Declarant’s annexation of the Annexable Territory pursuant to Article XVI, the
Annual Assessment shall be automatically increased by the additional amount, if any, necessary
to maintain the Common Property identified in the Notice of Addition as a part of the Phase that
includes the Annexable Territory so long as (a) the annexation of such Annexable Territory is
permitted by the DRE, and (b) the amount of such increase does not result in the levy of an
Annual Assessment which is greater than the maximum potential Annual Assessment disclosed
in all Final Subdivision Public Reports for the Properties.

7.5.5  Emergency Situations. For purposes of Sections 7.5.1,7.52 and 7.7,
an “Emergency Situation” is any one of the following:

(@)  An extraordinary expense required by an order of a court;

(b)  An extraordinary expense necessary to maintain the portion of the
Properties for which the Association is responsible where a threat to personal safety on the
Properties is discovered; and

(c)  An extraordinary expense necessary to maintain the portion of the
Properties for which the Association is responsible that could not have been reasonably foreseen
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by the Board when preparing the Budget. Before imposing or collecting an Assessment pursuant
to this subsection (c), the Board shall adopt a resolution containing written findings regarding the
necessity of the extraordinary expense involved and why the expense was not or could not have
been reasonably foreseen in the budgeting process. The resolution shall be distributed to the
Owners with the notice of the assessment.

76  ANNUAL ASSESSMENTS.

7.6.1  Commencement of Annual Assessments. Annual Assessments shall
commence on all Lots in a Phase on the first day of the first calendar month following the first
Close of Escrow in such Phase, except in any Phase which includes Lots with model homes
(“Model Lot™), Annual Assessments shall commence on all Lots in that Phase, including each
Model Lot in that Phase, on the first day of the first calendar month following the first Close of
Escrow in that Phase on a Lot other than a Model Lot. Annual Assessments for fractions of a
month shall be prorated. Declarant shall pay its full pro rata share of the Annual Assessments on
all unsold Lots for which Annual Assessments have commenced. The Board shall fix the
amount of the Annual Assessment against each Lot at least thirty (30) days in advance of each
Annual Assessment period. However, unless otherwise established by the Board, the initial
Annual Assessments shall be assessed in accordance with the most recent Budget on file with
and approved by the DRE. Written notice of any change in the amount of any Annual
Assessment, Capital Improvement Assessment or Reconstruction Assessment shall be sent via
first-class mail to every Owner subject thereto not less than thirty (30) nor more than ninety (90)
days before the increased Assessment becomes due.

762  Apportionment of Annual Assessments. Al Annual Assessments
shall be assessed uniformly and equally against the Owners and their Lots based on the number
of Lots owned by each Owner. The Board may determine that funds in the Operating Fund at
the end of the Fiscal Year be retained and used to reduce the following Fiscal Year's Annual
Assessments. On dissolution of the Association incident to the abandonment or termination of
the Properties as a planned development, any amounts remaining in any of the Association
Maintenance Funds shall be distributed to or for the benefit of the Owners in the same
proportions as such money was collected from the Owners,

7.63  Payment of Annual Assessments. Each Owner shall pay Annual
Assessments in installments at such frequency, in such amounts and by such methods as are
established by the Board. If the Association incurs additional expenses because of a payment
method selected by an Owner, the Association shall charge the additional expenses to the Owner.
Each installment of Annual Assessments may be paid to the Association in one (1) check or in
separate checks as payments attributable to specified Association Maintenance Funds. If any
payment of an Annual Assessment installment (a) is less than the amount assessed and (b) does
not specify the Association Maintenance Fund or Funds into which it should be deposited, then
the amount received shall be credited in order of priority first to the Operating Fund, until that
portion of the Annual Assessment has been satisfied, and second to the Reserve Fund.

764  Exemption from Annual Assessments. Until the earlier to occur of
(i) the Recordation of a notice of completion of an Improvement on the Common Area, or (ii) the
placement of such Improvement into use, each Owner (including Declarant) shall be exempt
from paying that portion of any Annual Assessment allocated to defraying expenses and reserves
directly attributable to the existence and use of such Improvement.
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7.7 CAPITAL IMPROVEMENT ASSESSMENTS. The Board may levy, in any
Fiscal Year, a Capital Improvement Assessment or Reconstruction Assessment to defray, in
whole or in part, the cost of any construction, repair or replacement of a capital Improvement or
such other addition to the Common Property. No Capital Improvement Assessments in any
Fiscal Year which, if added to the Capital Improvement Assessments already levied during such
Fiscal Year, exceed five percent (5%) of the Association's Budgeted gross expenses for such
Fiscal Year, may be levied without the vote or written consent of Owners casting a majority of
votes at an Increase Election. The Board may levy, in any Fiscal Year, a Capital Improvement
Assessment applicable to that Fiscal Year which exceeds five percent (5%) of the Association's
Budgeted gross expenses for such Fiscal Year if such increase is necessary for addressing an
Emergency Situation as defined in Section 7.5.5.

7.8 LEVEL ASSESSMENT PROCEDURE. For so long as Annexable Territory
may be added to the Properties as a Phase, the Board may elect to implement a level assessment
procedure in accordance with applicable DRE guidelines (“Level Assessment Procedure™).
Where the Level Assessment Procedure is used, the Annual Assessments for certain Phases may
be less than or more than the actual Common Expenses for a given year, however, the Annual
Assessment cannot be more than fifieen percent (15%) above or below the actual Common
Expenses. To implement the Level Assessment Procedure, the Board must:

7.8.1  Establish and maintain a separate account for the cumulative operating
surplus (“Cumulative Surplus Fund Account”);

7.8.2  Use the Cumulative Surplus Fund Account and the funds therein only for
the funding of Annual Assessments in a given Fiscal Year (as determined by the Board);

7.8.3  Include in the Inspection Report referenced in Section 2.1.7 a review of
the Level Assessment Procedure, to ensure that adequate Annual Assessments are being

collected; and
7.84  Meet any other requirements which may be imposed by the DRE.

ARTICLE VIII
INSURANCE

8.1  DUTY TO OBTAIN INSURANCE; TYPES. The Association shall obtain and
keep in effect at all times the following insurance coverages:

8.1.1  Public Liability. Adequate public liability insurance (including
coverage for medical payments), with limits acceptable to Fannie Mae and as required by
Section 1365.9 of the California Civil Code, insuring against liability for bodily injury, death and
property damage arising from the activitics of the Association, the Owners and guests and
invitees of Owners on the Common Property.

8.1.2  Fire and Casualty Insurance. Fire and casualty insurance with
extended coverage, without deduction for depreciation, in an amount as near as possible to the
full replacement value of all insurable Improvements on the Common Property. The casualty
insurance shall not include earthquake coverage unless the Board is directed to obtain earthquake
coverage by a majority of the Association’s voting power.
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8.1.3  Fidelity Insurance. Fidelity insurance coverage for any Person
handling funds of the Association, whether or not such persons are compensated for thejr
services, in an amount not less than the estimated maximum of funds, including reserve funds, in
the custody of the Person during the term of the insurance. The aggregate amount of the fidelity
insurance coverage may not be less than the sum equal to one-fourth (178) of the Annual

Assessments on all Lots jn the Properties, Plus reserve funds.

8.1.6  Beneficiaries, The Association’s insurance shall be kept for the benefit
of the Association, the Owners and the Mortgagees, as their interests may appear as named
insureds, subject, however, to loss Payment requirements established in this Declaration,

8.2  WAIVER OF CLAIM AGAINST ASSOCIATION, All policies of insurance
kept by or for the benefit of the Association and the Owners must provide that the Association

be deposited with the Association on request.  If any loss intended to be covered by the
Association’s insurance occurs and the proceeds payable are redyced due to insurance carried by
any Owner, such Owner shal] assign the proceeds of the Owner’s insurance to the Association, to
the extent of such reduction, for application to the Same purposes as the reduced proceeds are to

be applied.
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88.5  Any right of the insurer 1o repair, rebuild or replace, and, if the
Improvement is not repaired, rebuilt or replaced following loss, any right to pay under the
insurance an amount less than the replacement value of the Improvements insured;

8.8.6  Notice of the assignment of any Owner of his interest in the insurance by
virtue of a conveyance of any Lot;

8.8.7  Anyrightto require any assignment of any Mortgage to the insurer;

8.88  Any denial of an Owner’s claim because of negligent acts by the
Association or other Owners; and

8.8.9  Prejudice of the insurance by any acts or omissions of Owners that are
not under the Association’s control.

ARTICLE IX
DESTRUCTION OF IMPROVEMENTS

9.1  RESTORATION OF THE PROPERTIES. Except as otherwise authorized by
the Owners, if any portion of the Properties which the Association is responsible for maintaining
is destroyed, the Association shall restore the same to its former condition as promptly as

by the Owners, and (b) within one (1) year after the date on which the destruction occurred, the
Board Records a certificate of the resolution authorizing the restoration and repair
(“Reconstruction Certificate”). If either of the Conditions to Reconstruction does not occur
following a destruction for which insurance proceeds available for restoration and repair are less

9.2 DAMAGE TO RESIDENCES—RECONSTRUCTION. If all or any portion of
any Residence or other Improvements on & Lot is damaged or destroyed by fire or other casualty,
the Owner of the damaged Lot shall rebuild, repair or reconstruct the Residence and
Improvements in a manner which will restore them substantially to their appearance and

Committee shall proceed with aj due diligence, and the Owner shall cause reconstruction to
commence within six (6) months after the damage occurs and to be completed within twelve (12)
months after damage occurs, unless prevented by causes beyond such Owner’s reasonable
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by the transferee. However, no such transferee will be required to commence or complete
reconstruction in less than thirty (30) days from the date the transferee acquired title to the Loy,

93 NOTICE TO OWNERS AND LISTED MORTGAGEES. The Board,
immediately on having knowledge of any damage or destruction affecting a materia] portion of
the Common Area owned in fee simple by the Association, shal] promptly notify all Ownmers and
Mortgagees, insurers and Buarantors of first Mortgages on Lots in the Properties who have filed a
written request for such notice with the Board,

ARTICLE X
EMINENT DOMAIN

Mortgagees as provided in this Article.

10.1 CONDEMNATION OF COMMON AREA. If there is a taking of the Common
Area owned in fee simple by the Association, then the award in condemnation sha) be paid to the
Association and shall be deposited in the Operating Fund.

102 CONDEMNATION OF LOTS. If there is a taking of a Lot, the award in
condemnation shal] be paid to the Owner of the Lot; however, such award shall first be applied to
the balance then due on any Mortgages encumbering such Owner’s Lot, in order of priority,

103 NOTICE TO OWNERS AND MORTGAGEES, The Board, on learning of any
condemnation proceeding affecting a material portion of the Common Area, or any threat thereof,
shall promptly notify all Owners and those Mortgagees, insurers and guarantors of Mortgages on
Lots in the Properties who have filed a written request for such notice with the Association,

ARTICLE X1
RIGHTS OF MORTGAGEES

Mortgage, the foreclosed Lot(s) will remain subject to this Declaration, For purposes of this
Declaration, “first Morigage” means a Mortgage with first priority over other Mortgages or
Deeds of Trust on a Lot, and Jirst Mortgagee” means the Mortgagee of a first Mortgage. For

approval of a specified percentage of first Mortgagees, such vote Or approval is determined based
on one (1) vote for each Lot encumbered by each such first Mortgage.

112 ADDITIONAL RIGHTS. In order to induce the VA, FHA Freddie Mac, Ginnije
Mae and Fannie Mae to participate in the financing of the sale of Lots, the following provisions
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are added hereto (and to the extent these added provisions conflict with any other provisions of
the Association Governing Documents, these added provisions control);

11.2.1  Notices. Each Mortgagee, insurer and Buarantor of a Mortgage
encuq:bering one (1) or more Lots, upon filing a written request for notification with the Board,

such Mortgage, (b) foreclosure of the Mortgage, or (c) deed or assignment in lieu of foreclosure),

1123  Unpaid Assessments. If the first Mortgagee of a Lot obtains fee title to
the Lot either by foreclosure or by any other remedy provided under the Mortgage, then the
Mortgagee s_hall take title to the Lot free and clear of any claims for unpaid Assessments or

Which the Mortgagee acquired title to the Lot.

11.2.4  Association Records. Al] Mortgagees, insurers and guarantors of first
Mortgages, on written request to the Association, shal] have the right to:

(8)  examine current copies of the Association’s books, records and
financial statements and the Association Governing Documents during normal business hours;

(b)  receive written notice of ali meetings of Owners; and

(c) designate in writing a representative who shal| be authorized to
attend all meetings of Owners,

secure new hazard insurance coverage on the lapse of a policy, for Commop Area, and the
Association shall immediately reimburse first Mortgagees who made such payments.

11.2.6 Intended Improvements. Al intended Improvements in any Phase
other than Phase 1 must be substantially completed or the completion of such Improvements
must be secured by a bond or other arrangement acceptable to the DRE before the first Close of
Escrow in such Phase. All intended Improvements in any Phase other thap Phase 1 shall pe
substantially consistent with the Improvements in Phase | i Structure, type and quality of
construction. The requirements of this Section are for the benefit of and may be enforced only
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and regulations. Each Owner hereby authorizes his Mortgagees to fumish informatjon to the
Board concerning the status of any Mortgage encumbering a Lot.

ARTICLE X11
ENFORCEMENT

12.1  ENFORCEMENT OF ASSOCIATION GOVERNING DOCUMENTS, All
violations of the Association Governing Documents, other than those described in Sections 12,2
through 12.4 or regulated by Civil Code Section 1375, shall be resolved as follows:

12.1.1  Violations Identified by the Association. |If the Board or the
Architectural Review Committee determines that there is g violation of the Association
Governing Documents, other than nonpayment of any Assessment, then the Board shal] give
written notice to the responsible Owner identifying (a) the condition or violation complained of,
and (b) the length of time the Owner has to remedy the violation including, if appropriate, the
length of time the Owner has to submit plans to the Architectural Review Committee and the
length of time the Owner has to complete the work proposed in the Plans submitted to the
Architectural Review Committee. If an Owner does not perform corrective action within the
allotted time, the Board, after Notice and Hearing, may remedy such condition or violation
complained of, and the cost thereof shall be charged to the Owner as a Special Assessment, If

Hearing before the complaining Owner may resort to alternative dispute resolution, as required
by Section 1369.510, and following, of the California Civil Code, or litigation for reljef.

12.1.3  Legal Proceedings. Failure 1o comply with any of the terms of the
Association Govemning Documents by any Person is grounds for relief which may include ap
action to recover damages, injunctive relief, foreclosure of any lien, or any combination thereof;

noncompliance (if allowed by law) against a Lot owned by any Owner who has violated any
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12.1.5 No Waiver Failure to enforce an isi i i
' ' - Fa Y provision of this Declarat
not waive the right to enforce that Provision, or any other provision of this Declamtiot:xra ron does

12.1.6 Right to Enforce The Board, the Association th
to . A , the Decl
Own'er may enforce the Association Governing Documents as described in this Ax?ti:::msua!f':c‘::y
Sectxous 136:'4.810 aqd 1369.510, and fpllowing, of the California Cjvi] Code. Each O’vvne: has :

‘ l‘.{.l.7 Limit on Expenditures. The Association ma i itigati
expeases, including altomeys’ fees, or borrow money to fund litigation, zvhl;:: tl;: u;s:t::gi:zon
initiates l.egal proceedings or is joined as a plaintiff in legal proceedings, unless the .t\ssociat'on
first obtains 'the consent of the Owners (excluding the voting power of any Owner who would“l:n
a defendant in such proceedings) mq, if applicable, complies with the requirements of Section:

Documents, (d) for a claim, other than a Defect Claim (defined in i i
(defined in Section 12.4) the total value of which is less( than Five f-;fr:;re’d“:l's'l.l?u:arn; ]l))?l;ute
($500,000), or (e) as a cross-complaint in litigation to which the Association is alread: >y
I.f.the. Association dpcfdes to use or transfer Reserve Funds or borrow funds to ay :oparty.
lmggtnon, the Assognanon must notify the Owners of the decision by maj]. Such tx’ao);iccrsl:n l)l'
provide an explanation of why the litigation is being initiated or defended why Operating F :s
cannot be used, how and when the Reserve Funds will be replaced or the l;)an will be r gidun d
a proposed budget for the litigation, The notice must state that the Owners have a n’ghtet]: viex
an accounting for the litigation which wil] be available at the Association’s office rev';e'h:

12.2.1 Delinquency. Assessments are delinquent if not paid withj

( ithin
days after the due date established by the Association. Assessments notl:aaid withinf:lt:ier:;vl ((::g))
days after the due date, plus all reasonable costs of collection (including attorneys’ fees) and late
charges bear interest at the maximum fate permitted by law commencing thirty (30) days after
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attributable thereto. Acceptance of any such tender does not waive the Association’s right to
demand and receive full payment.

12.2.2  Creation and Release of Lien.

(@)  Priority of Lien. All liens levied in accordance with this
Declaration shall be prior and superior to (i) any declaration of homestead Recorded after the
Recordation of this Declaration, and (i) all other liens, except (1) all taxes, bonds, Assessments
and other levies which, by law, would be superior thereto, and (2) the lien or charge of any first
Mortgage of Record (meaning any Recorded Mortgage with first priority or seniority over other
Mortgages) made in good faith and for value and Recorded before the date on which the “Notice
of Delinquent Assessment” (described in this Section) against the assessed Lot was Recorded.

(“Nofice of Intent to Lien”), at least thirty (30) days prior to recording of such lien, to the Owner
by certified mail which contains the following information: (i) the fee and penalty procedure of
the Association, (ii) an itemized statement of the charges owed by the Owner, including the
principal owed, any late charges, any interest, the method of calculation, and any attorneys’ fees,
(iii) the collection practices used by the Association, (iv) a statement that the Association may

()  Dispute by Owner. An Owner may dispute the Notice of Intent to
Lien by submitting to the Board a written explanation of the reasons for the Owner’s dispute,

(d)  Owner’s Right 10 Request Meeting. An Owner may submit a
written request to meet with the Board to discuss a payment plan for the debt noticed in
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Califomia Civil Code. The Notice of Delinquent Assessment must identify (i) the amount of the
Assessment and other authorized charges and interest, including the cost of preparing and
Recording the Notice of Delinquent Assessment, (ii) the amount of collection costs incurred,
including reasonable attorneys’ fees, (iii) a sufficient description of the Lot that has been
assessed, (iv) the Association’s name and address, (v) the name of the Owner of the Lot that has
been assessed, and (vi) if the lien is to be enforced by nonjudicial foreclosure, the name and
address of the trustee authorized by the Association to enforce the lien by sale. The Notice of

(f)  Exceptions. Assessments described in Section 1367(e) of the
California Civil Code and Section 2792.26(c) of the California Code of Regulations may not
become a lien against an Owner’s Lot enforceable by the sale of the Lot under Sections 2924,
2924(b) and 2924(c) of the California Civil Code,

(8)  Release of Lien. Within twenty-one (21) days of payment of the

full amount claimed in the Notice of Delinquent Assessment, or other satisfaction thereof, the

provide the Owner with a copy of the Notice of Release or any other notice that the full amount
claimed in the Notice of Delinquent Assessment has been satisfied. The Board may require the
Owner o pay a reasonable charge for preparing and Recording the Notice of Release. Any
purchaser or encumbrancer who has acted in good faith and extended value may rely on the
Notice of Release as conclusive evidence of the full satisfaction of the sums identified as owed in
the Notice of Delinquent Asscssment.

1223 Enforcement of Liens. The Board shall enforce the collection of
amounts due under this Declaration by one (1) or more of the alternative means of rejjef afforded
by this Declaration. The lien on a Lot may be enforced by foreclosure and sale of the Lot after
failure of the Owner to pay any Assessment, or installment thereof, as provided in this
Declaration. The sale shall be conducted in accordance with the provisions of the California
Civil Code applicable to the exercise of powers of sale in Mortgages, or in any manner permitted
by law. The Association (or any Owner if the Association refuses to act) may sue to foreclose
the lien if (a) at least thirty (30) days have elapsed since the date on which the Notice of
Delinquent Assessment was Recorded and (b) at least ten (10) days have elapsed since a copy of
the Notice of Delinquent Assessment was mailed to the Owner affected thereby. The
Association may bid on the Lot at foreclosure sale, and acquire and hold, lease, mortgage and
convey the same. On completion of the foreclosure sale, the Association or the purchaser at the
sale may file suit to secure occupancy of the defaulting Owner’s Lot, and the defaulting Owner

to recover a money judgment for unpaid Assessments may be brought without foreclosing or
waiving any lien securing the same, but this provision or any suit to recover a money judgment
does not affirm the adequacy of money damages. Any recovery resulting from a suit at law or in
equity initiated pursuant to this Section may include reasonable attorneys’ fees as fixed by the

court.
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12.2.4  Priority of Assessment Lien. Mortgages Recorded before a Notice of
Delinquent Assessment have lien priority over the Notice of Delinquent Assessment. Sale or
transfer of any Lot does not affect the Assessment lien, except that the sale or transfer of any Lot
pursuant to judicial or nonjudicial foreclosure of a first Mortgage extinguishes the lien of such
Assessments as to payments which became due before such sale or transfer. No sale or transfer
relieves such Lot from liens for any Assessments thereafier becoming due. No Person who
obtains title to a Lot pursuant to a judicial or nonjudicial foreclosure of the first Mortgage is
liable for the share of the Common Expenses or Assessments chargeable to such Lot which
became due before the acquisition of title to the Lot by such Person. Such unpaid share of
Common Expenses or Assessments is a Common Expense collectible from all Owners including
such Person. The Association may take such action as is necessary to make any Assessment lien
subordinate to the interests of the Department of Veterans A ffairs of the State of California under
its Cal-Vet loan contracts as if the Cal-Vet loan contracts were first Mortgages of record.

12.2.5 Alternative Dispute Resolution. An Owner may dispute the
Assessments imposed by the Association if such Owner pays in full (a)the amount of the
Assessment in dispute, (b) any late charges, (c) any interest, and (d) all reasonable fees and costs
associated with preparing and filing a Notice of Delinquent Assessment (including mailing costs
and reasonable attorneys’ fees not to exceed the maximum amount allowed by law), and states
by written notice that such amount is paid under protest, and the written notice is mailed by
certified mail not more than thirty (30) days after Recording the Notice of Delinquent
Assessment. On receipt of the written notice, the Association shall inform the Owner in writing
that the dispute may be resolved through altemative dispute resolution as established in Civil
Code Sections 1363.810 and 1369.510, and following. The right of any Owner to use alternative
dispute resolution under this Section may not be exercised more than two (2) times in any single
calendar year, and not more than three (3) times within any five (5) calendar years unless the
Owner and the Association mutually agree to use alternative dispute resolution when this limit is
exceeded. An Owner may request and be awarded through alternative dispute resolution
reasonable interest to be paid by the Association in the total amount paid under items (a) through
(d) above, if it is determined that the Assessment levied by the Association was not correctly
levied.

12.2.6 Receivers. In addition to the foreclosure and other remedies granted to
the Association in this Declaration, each Owner, by acceptance of a deed to such Owner’s Lot,
conveys to the Association all of such Owner’s right, title and interest in all rents, issues and
profits derived from and appurtenant to such Lot, subject to the right of the Association to collect
and apply such rents, issues and profits to any delinquent Assessments owed by such Owner,
reserving to the Owner the right, before any default by the Owner in the payment of
Assessments, to collect and retain such rents, issues and profits as they may become due and
payable. On any such default, the Association may, on the expiration of thirty (30) days
following delivery to the Owner of the “Notice of Delinquent Assessment” described in this
Declaration, either in person, by agent or by receiver to be appointed by a court, and without
regard to the adequacy of any security for the indebtedness secured by the lien described in this
Declaration, (a) enter in or on and take possession of the Lot or any part thereof, (b) in the
Association’s name sue for or otherwise collect such rents, issues and profits, including those
past due and unpaid, and (c) apply the same, less allowable expenses of operation, to any
delinquencies of the Owner, and in such order as the Association may determine. The entering
upon and taking possession of the Lot, the collection of rents, issues and profits and the
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application thereof, shall not cure or waive any default or notice of default under this Declaration
or invalidate any act done pursuant to such notice.

123 ENFORCEMENT OF BONDED OBLIGATIONS. If (a) the Common
Property Improvements in any Phase are not completed before issuance of a Final Subdivision
Public Report for such Phase by the DRE, and (b) the Association is obligee under a bond or
other arrangement (“Bond”) required by the DRE to secure performance of Declarant's
commitment to complete such Improvements, then the following provisions of this Section will
be applicable:

12.3.1 Consideration by the Board. The Board shall consider and vote on the
question of action by the Association to enforce the obligations under the Bond with respect to
any such Improvement for which a Notice of Completion has not been filed within sixty (60)
days after the completion date specified for that Improvement in the Planned Construction
Statement appended to the Bond. If the Association has given an extension in writing for the
completion of any Common Property Improvement, then the Board shall be directed to consider
and vote on the aforesaid question if a Notice of Completion has not been filed within thirty (30)
days after the expiration of the extension.

12.3.2  Consideration by the Owners. A special meeting of Owners for the
purpose of voting to override a decision by the Board not to initiate action to enforce the
obligations under the Bond or on the Board’s failure to consider and vote on the question shall be
held no fewer than thirty-five (35) nor more than forty-five (45) days after the Board receives a
petition for such a meeting signed by Owners representing five percent (5%) of the Association’s
total voting power. A vote of a majority of the Association’s voting power (excluding Declarant)
to take action to enforce the obligations under the Bond shall be deemed to be the decision of the
Association, and the Board shall thereafter implement such decision by initiating and pursuing
appropriate action in the Association’s name.

124 DISPUTE WITH DECLARANT PARTIES. Any dispute between the
Association or any Owners, on the one hand, and the Declarant, or any director, officer, partner,
shareholder, member, employee, representative, contractor, subcontractor, consultant, design
professional or agent of the Declarant (each, a “Declarant Party,” and collectively the
“Declarant Parties”), on the other hand, which dispute:

(@)  Arises under this Declaration or otherwise relates to the Properties
(including disputes regarding latent or patent construction defects); and

(b)  Involves neither Common Area completion bonds, nor the
collection of delinquent Assessments from Declarant; and

() Concerns an amount in controversy that is greater than Five
Thousand Dollars ($5,000),

shall be a “Dispute” for purposes of this Section 12.4. All Disputes shall be resolved in
accordance with the alternative dispute resolution procedures set forth in Article XIX.
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ARTICLE XIII
DURATION AND AMENDMENT

13.1  DURATION. This Declaration shall continue in full force unless a declaration of
termination satisfying the requirements of an amendment to this Declaration established in
Section 13.2 is Recorded.

13.2 TERMINATION AND AMENDMENT.

13.2.1 Amendment Approval. Notice of the subject matter of a proposed
amendment to this Declaration in reasonably detailed form must be included in the notice of any
Association meeting or election at which a proposed amendment is to be considered. To be
effective, a proposed amendment (other than an Amendment described in Section 15.7) must be
adopted by the vote, in person or by proxy, or written consent of Owners representing not less
than (a) sixty-seven percent (67%) of the voting power of each Class of the Association and
(b) sixty-seven percent (67%) of the Association’s voting power represented by Owners other
than Declarant, provided that the specified percentage of the Assaociation’s  voting power
necessary to amend a specific provision of this Declaration may not be less than the percentage
of affirmative votes prescribed for action to be taken under the provision that is the subject of the
proposed amendment,

13.2.2  City Consent. In addition to the consents required by Section 13.2.1,
any proposed amendment to this Declaration shall be submitted for review to the City Planning
Director (the “Director”), and if the Director reasonably determines that such amendment affects
any City regulations or requirements including the Conditions of Approval of the Project issued
by Resolution No. 03-06-03-01 of the City Council, then the amendment must be approved by
the City Council prior to the amendment becoming valid.

13.2.3 Mortgagee Consent. In addition to the consents required by
Section 13.2.1 and 13.2.2, the Mortgagees of fifty-one percent (51%) of the first Mortgages on
all the Lots in the Properties who have requested the Association notify them of proposed action
requiring the consent of a specified percentage of first Mortgagees must approve any amendment
to this Declaration, any Notice of Addition and any Supplemental Declaration; which is of a
matenal nature, as follows:

(8  Any amendment which affects or purports to affect the validity or
priority of Mortgages or the rights or protection granted to Mortgagees, insurers or guarantors of
first Mortgages.

()  Any amendment which would require a Mortgagee after it has
acquired a Lot through foreclosure to pay more than its proportionate share of any unpaid
Assessment or Assessments accruing before such foreclosure.

(¢)  Any amendment which would or could result in a Mortgage being
canceled by forfeiture, or in a Lot not being separately assessed for tax purposes.

(d) Any amendment relating to (i) the insurance provisions in
Article VIII, (ii) the application of insurance proceeds in Article IX, or (iii) the disposition of any
money received in any taking under condemnation proceedings.

-69- 2609-31705\SLM294\CCRS)\ 528155.7
5/23/08

Description: Orange,CA Document-Year.DocID 2005.668611 Page: 77 of 188

Order:

u Comment:



13.2.9 Amendment by the Board, Notwithstanding any other provisions of
this Section, after the Declarant no longer own any portion of the Properties, the Board may
amend this Declaration by Recording a written instrument signed by two officers of the
Association certifying that the Board approved the amendment for the purposes described in
Sections 13.2.8(i), (iv), (v), (vi), (vii) and (ix) above. So long as Declarant owns any portion of
the Properties or the Annexable Territory, the Board must obtain Declarant’s consent to any
amendment the Board approves pursuant to Article XV, or pursuant to this Section.

ARTICLE X1V
GENERAL PROVISIONS

alternatively, the properties, rights and obligations of another association may, by operation of
law, be added to the properties, rights and obligations of the Association as a surviving
corporation pursuant to a merger. The surviving or consolidated association may administer and
enforce the covenants, conditions and restrictions established by this Declaration governing the
Properties, together with the covenants and restrictions cstablished on any other property, as one
(1) plan. Any such merger or consolidation requires the prior written approval of the VA

142 NO PUBLIC RIGHT OR DEDICATION. Nothing in this Declaration js a gift
or dedication of all or any part of the Properties to the public, or for any public use.

143 NOTICES. Except as otherwise provided in this Declaration, notice to be given
to an Owner must be in writing and may be delivered personally to the Owner. Personal delivery
of such notice to one (1) or more co-Owners, or any general partner of a partnership owning a
Lot, constitutes delivery to all Owners. Personal delivery of such notice to any officer or agent
for the service of process on a corporation or limited liability Company constitutes delivery to the

personally to any member of the Board, or sent by United States mail, postage prepaid, addressed
to the Association at such address as may be fixed and circulated to al] Owmers.

144 CONSTRUCTIVE NOTICE AND ACCEPTANCE. Every Person who owns,
occupies or acquires any right, title, estate or interest in or to any Lot or other portion of the
Properties consents and agrees to every limit, restriction, easement, reservation, condition and
covenant contained in this Declaration, whether or not any reference to these restrictions is in the
instrument by which such Person acquired an interest in the Properties.

ARTICLE XV
DECLARANT’S RIGHTS AND RESERVATIONS

If there is a conflict between any other portion of the Association Goveming Documents
and this Article, this Article shall control.
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15.1 CONSTRUCTION RIGHTS. Declarant has the right to (a) subdivide or
resubdivide the Properties, (b) complete or modify Improvements to and on the Common Area or
any portion of the Properties owned or leased solely or partially by Declarant, (c) alter
Improvements and Declarant’s construction plans and designs, (d) modify Declarant's
development plan for the Properties and the Annexable Teritory, including designating and
redesignating Phases, reshaping the Lots and Common Area, and constructing Residences of
larger or smaller sizes, values, and of different types, and (¢)construct such additional
Improvements as Declarant considers advisable in the course of development of the Properties so
long as any Lot in the Properties or the Annexable Territory remains unsold. Declarant may
temporarily erect barriers, closc off and restrict access to portions of the Common Area as
reasonably necessary to allow Declarant to exercise the rights reserved in this Section so long as
an Owner’s access to his or her Lot is not eliminated.

152 SALES AND MARKETING RIGHTS. Declarant's rights under this
Declaration include the right to install and maintain such structures, displays, signs, billboards,
flags and sales offices as may be reasonably necessary to conduct Declarant's business of
completing construction and disposing of the Lots and the Annexable Territory by sale, resale,
lease or otherwise. Declarant may use any Lots in the Properties as mode| home complexes, real
estate sales offices or leasing offices.

153 CREATING ADDITIONAL EASEMENTS. At any time before acquisition of
title to a Lot in the Properties by a purchaser from Declarant, Declarant has the right to establish
on that Lot additional licenses, easements, reservations and rights-of-way to itself, to utility
companies, or to others as Declarant determines are reasonably necessary to the Properties’
proper development and disposal.

154 ARCHITECTURAL RIGHTS. Declarant and any Person to whom Declarant
may assign all or a portion of its exemption under this Declaration need not seek or obtain
Architectural Review Committee approval of any Improvements constructed anywhere on the
Properties by Declarant or such Person. Declarant may exclude portions of the Properties from
Jurisdiction of the Architectural Review Committee in the applicable Notice of Addition or
Supplemental Declaration. Declarant, may, at its option, establish an additional Architectural
Review Committee for any area exempted from the jurisdiction of the Architectural Review
Committee.

155 VUSE RESTRICTION EXEMPTION. Declarant and any Person to whom
Declarant may assign all or a portion of its exemption under this Declaration is exempt from the
restrictions established in Article II.

15.6 ASSIGNMENT OF RIGHTS. Declarant may assign its rights under the
Association Governing Documents to any successor in interest to any portion of Declarant’s
interest in the Properties by a Recorded written assignment.

157 AMENDMENT. No amendment may be made to this Article or to Sections 12.4,
19.5, 13.2.8 or 13.2.9, without the prior written approval of Declarant.

158 POWER OF ATTORNEY. Each Owner of a Lot in the Project, by accepting a
deed to a Lot, shall be deemed to bave (a) agreed and acknowledged that the Owners own no
interest in the Annexable Territory which may be developed, if at all, by Declarant in its sole and
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absolute discretion and (b) constituted and irrevocably appointed Declarant, for so long as
Declarant owns all or any portion of the Annexable Territory, as his Attomey-in-Fact, for himself
and each of his Mortgagees, optionees, grantees, licensees, trustees, receivers, lessees, tenants,
Jjudgment creditors, heirs, legatees, devisees, administrators, executors, legal representatives,
successors and assigns, whether voluntary or involuntary, and thereby to have conveyed a Power
of Attorney coupled with an interest to Declarant as his Attorney in Fact to prepare, execute,
acknowledge and Record any instrument for all or any portion of the Annexable Territory.
However, nothing set forth herein shall be deemed or construed as an agreement by Declarant
that any Owner shall be entitled to any participation in or discretion over the preparation and
Recordation of an instrument for all or any portion of the Annexable Territory. The acceptance
or creation of any Mortgage or other encumbrance, whether or not voluntary, created in good
faith, or given for value, shall be deemed to be accepted or created subject to each of the terms
and conditions of the Power of Attorney described in this Section.

15.9 USE OF PROPERTIES. Declarant and its prospective purchasers of Lots are
entitled to the nonexclusive use of the Common Area owned in fee simple by the Association and
the recreational facilities thereon, without further cost for access, ingress, egress, use or
enjoyment, to (a) show the Properties to prospective purchasers, (b) dispose of the Properties as
provided in this Declaration, and (c) develop and sell the Annexable Territory. Declarant and
prospective purchasers are also entitled to the nonexclusive use of any portions of the Properties
which are private streets, drives and walkways for ingress, egress and accommodating vehicular
and pedestrian traffic to and from the Properties and the Annexable Territory. The use of the
Common Area by Declarant may not unreasonably interfere with the use thereof by the other
Ovwmers.

15.10 PARTICIPATION IN ASSOCIATION. The Association shall provide
Declarant with written notice of the transfer of any Lot and all notices and other documents to
which a Mortgagee is entitled pursuant to this Declaration, provided that Declarant shall be
provided such notices and other documents without making written request therefor.
Commencing on the date on which Declarant no longer has an clected representative on the
Board, and continuing until the later to occur of the date on which Declarant (a) no longer owns a
Lot in the Properties or (b) cannot unilaterally annex property to the Properties, the Association
shall provide Declarant with written notice of all meetings of the Board as if Declarant were an
Owner and Declarant shall be entitled to have a representative present at all such Board meetings
(“Declarant’s Representative”). The Declarant’s Representative shall be present in an advisory
capacity only and shall not be a Board member or have any right to vote on matters coming
before the Board.

15.11 DECLARANT APPROVAL OF ACTIONS.

15.11.1 General Rights. Until Declarant no longer owns a portion of the
Properties or the Annexable Territory, Declarant’s prior written approval is required for any
amendment to the Association Goveming Documents which would impair or diminish
Declarant’s right to complete the Properties or the Annexable Territory or sell or lease dwellings
therein.

15.11.2 Limit on Actions. Until Declarant no longer owns any Lots in the
Properties or the Annexable Territory, the following actions, before being undertaken by the
Association, must first be approved in writing by Declarant:

-73- 2609-31705\SLM294\CCRS)\ 528155.7
512305

Description: Orange,CA Document-Year.DocID 2005.668611 Page: 81 of 188
Order: u Comment:



(8)  Any amendment or action requiring the approval of first
Mortgagees;

(b)  The annexation to the Properties of real property other than the
Annexable Territory pursuant to Section 16.2;

() The levy of a Capital Improvement Assessment for the
construction of new facilities not constructed on the Common Area by Declarant;

(d)  Any significant reduction of Association maintenance or other
services; or

(e  Any modification or termination of any provision of the
Association Governing Documents bencfiting Declarant,

15.12 MARKETING NAME. The Properties shall be marketed under the general
name “Rancho Madrina.” Declarant may change the marketing name of the Properties or
designate a different marketing name for any Phase at any time in Declarant’s sole discretion.
Declarant shall notify the DRE of any change in or addition to the marketing name or names of
the Properties or any Phase.

ARTICLE XV]
ANNEXATION OF ADDITIONAL PROPERTY

Additional real property may be annexed to the Properties and become subject to this
Declaration by any of the following methods:

16.1 ADDITIONS BY DECLARANT. Declarant may add the Annexable Territory to
the Properties and bring such added territory under the general plan of this Declaration without
the approval of the Association, the Board, or Owners, so long as Declarant owns any portion of

the Annexable Territory.

16.3 RIGHTS AND OBLIGATIONS-ADDED TERRITORY. Subject to the
provisions of Section 16.4, when a Notice of Addition containing the provisions required by this
Section is Recorded, all provisions in this Declaration will apply to the rea} Property described in
such Notice of Addition (the “4dded Territory™) in the same manner as if the reg] property
were originally covered by this Declaration, Thereafier, the rights, powers and responsibilities of
the Owners, lessees and occupants of Lots in the Added Territory, as well as in the property
originally subject to this Declaration, will be the same as if the Added Territory were originally
covered by this Declaration. After the first day of the month following the first Close of Escrow
in the Added Territory, the Owners of Lots located in the Added Territory shall share in the
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16.5 DEANNEXATION AND AMENDMENT. In addition to the rights to amend or

terminate a Notice of Addition granted elsewhere in this Declaration or in a Notice of Addition,

ARTICLE XvII
ADJACENT HOMEOWNERS

Declarant has entered into various agreements that provide certain access and use rights and that
impose maintenance obligations on the Association. These agreements are more fully described

in this Article XVII.
171 ROMAD PROPERTY.

an Association Maintenance Area. The approximate location of the Romad Access Gate |s
approximately shown on Exhibit L attached hereto. No Owner shall not have rights of access
through either of these gates.

-78- 2609-3!705\31.}4294\0(383\ 5281ss.7
5123/08

'‘scription: Orange,CA Document - Year.DocID 2005.668611 Page: 83 of 188

der: u Comment:



edestrian and equine i . .
fi,omie& cquine ingress and egress to and from the equestnan trails that run throughout the

1723 Easement Granted to Declarant. Certain Orte i
have granted to Declarant nonexclusive easements over portions of their prcf;er]:;gt;;at)';lm: n
Corte .Monteclto. for purposes of vehicular and pedestrian ingress and egress and operatinln
removing, replacing, and repairing Corte Montecito. Corte Montecito js a part of the Associat; .
Maintenance Areas and the Association shall be responsible for its maintenance. "

pedestrian access to the owners of adjacent real property as i i
d e approximately describ.

E.rhiba{N attached hereto (the “Woods Lane ers”), which rea) property is Zot a part ::}u?e'

Properties. Each Woods Lane Owner and their successors and assigns will have the right of

17.3.4  Association Membership. Woods Lane Owners are uired
/ . not re,
do they have a right to become a member of the Association, they shall not be requ?red t:; :: .
any fees or other charges assessed by the Association against jts members, and they shall ot b:'
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subject to any rules or regulations established by the Association, except those rules ang
regulations relating to the Association streets.

174  SOTO PROPERTY.

17.4.1 Easement Granted to Soto. Ygnacio P. Soto, Jr. ( “So0t10”) is the owner
of real property adjacent to the northern boundary of the Properties (the “Sorp Property”).

will serve the Soto Property. The approximate location of the Soto Access Road is
approximately described on Exkibis P attached hereto. Upon completion by Declarant of the
Soto Access Road, Soto shall be responsible for maintaining and repairing the Soto Access Road.
Owners do not have access rights or any other easement rights regarding the Soto Access Road
and therefore, Owners shall not have access over the Soto Access Road.

ARTICLE Xv1
SURFICIAL SOILS DISPLACEMENT REMEDIATION PROGRAM

18.1 COMPLIANCE WITH CITY REQUIREMENTS. [n compliance with the
requirements of the City, Declarant has implemented a Soils Subsidence Remediation Program

and established a Surficial Soils Subsidence Fund for the collection and payment of Surficial
Soils Subsidence Expenses in accordance with this Article XVIII.
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18.3 APPLICABILITY OF SOILS SUBSIDENCE REMEDIATION PROGRAM.
Slopes subject to the soils subsidence remediation program are shown on Exhibit 0 attached
hereto and defined by the City as follows (“Covered Slopes”):

18.3.1 Common Area Slopes. All designated Common Area landscape slopes
maintained by the Association pursuant to this Declaration or any Notice of Addition or
Supplemental Declaration.

18.3.2 Manufactured Slopes. All manufactured slopes having a minimum
height of five (5) feet in vertical height.

18.3.3  Natural Slopes Within 200 Feet of Individual Lots. All natural slopes
within two hundred (200) feet of individual Lots.

184 RESERVED RIGHTS CLAUSE. This clause is to reserve the right of the
Declarant and the Association to assert claims against any person or entity responsible in whole
or in part for the displacement of soils covered by this program.

185 CREATION AND ACTIVATION OF GEOLOGIC HAZARD
ABATEMENT DISTRICT. Declarant is required pursuant to the City conditions of approval
for the Properties to create a Geologic Hazard Abatement District (as defined in Title 9, Chapter
10 of the City Municipal Code and California Public Resources Code Section 26500 et. seq.)
(“GHA District”) before the first Close of Escrow of a Lot in the Properties. The GHA District
shall be activated upon a Catastrophic Soils Subsidence event as defined in Section 18.2 above.

18.6 COVERED REPAIRS (SHORT TERM). The Declarant will make or cause to
be made all repairs to correct any damage to Lots, structures or public/private improvements due
to soils displacement at their sole expense for the first three (3) years after the last close of
escrow for all Lots within the Properties (the “Declarant Repair Period”).

187 COVERED REPAIRS (LONG TERM). Damage to Lots, structures or
public/private improvements due to soil displacement occurrences occurring after the Declarant
Repair Period shall be cormrected by the GHA District with funds from the Surficial Soils
Subsidence Fund. The costs of performing the Covered Repairs shall be deemed Surficial Soils
Subsidence Expenses and shall be paid from the Surficial Soils Subsidence Fund.

18.8 SURFICIAL SOILS SUBSIDENCE FUND. The Association is required to
collect and maintain a restricted fund to correct damage to individual Lots, structures, or
public/private improvements due to soils displacement occurrences. This restricted fund is called
a Surficial Soils Subsidence Fund. Declarant is required to deposit an initial amount determined
by the City into the Surficial Soils Subsidence Fund. Regulation and use of the Surficial Soils
Subsidence Fund shall be in accordance with the following:

18.8.1 Use of Surficial Soils Subsidence Funds; Initial Security. Funds
deposited in the Surficial Soils Subsidence Fund can only be used for actual costs associated
with correcting Soils Subsidence as defined in Section 18.2 above. The initial security for the
Surficial Soils Subsidence Fund shall be in such form and manner as to guarantee and secure the
performance of the Declarant and shall consist of one of the following, at the option of Declarant
and with the approval of the City Council:
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(a)  Corporate sureties approved by the City Attorney;

(®) A deposit, either with a responsible escrow agent or trust company,
of money or negotiable bonds of the kind approved for securing deposits of public moncys; or

(€)  An instrument of credit, from one or more financial institutions
subject to regulation by the state or federal government, pledging that the funds necessary lo
carry out the warranty program are on deposit and guaranteed for payment.

18.8.2 Special Assessments. Special Assessments shall be applied to all Lots
within the Properties. Said Special Assessments shall commence on the first Close of Escrow of
a Lot in the Properties pursuant to the regulations of the Califomnia Department of Real Estate,
Said Special Assessments shall be collected by the Association until the Surficial Soils
Subsidence Fund reaches a predetermined minimum as established by the City. Declarant shall

below seventy-five percent (75%) of the predetermined minimum. If a claim occurs during the
period the Declarant is responsible, and the Surficial Soils Subsidence Fund drops below the
seventy-five percent (75%) level, the Declarant shall restore such fund to the minimum seventy-
five percent (75%) level. After the end of the Declarant Repair Period (and after any deposit
required by Declarant at that time pursuant to Section 18.8.3 below), the Association shall levy
Special Assessments against the Owners to restore the Surficial Soils Subsidence Fund to the
minimum seventy-five percent (75%) level as often as necessary.

18.8.3 Funds at End of Declarant Repair Period. If the amount in the
Surficial Soils Subsidence Fund is less than the minimum amount as specified in Section 18.8.2
at the conclusion of the Declarant Repair Period, then the Declarant shall deposit sufficient funds
to meet the minimum requirements.

18.8.4 Exclusive License for Inspection, Maintenance and Repair.
Declarant hereby reserved an exclusive license for the benefit of the Association to enter onto
Common Area and individual Lots to allow the Association to maintain and inspect al]
landscaping, irrigation and drainage devices, and all other natural and artificial conditions which
affect or might affect the integrity of slopes which are subject to the provisions of this program.

18.8.5 Alterations to Covered Slopes. Any proposed alterations by Owners to
the landscaping, grading, irrigation or drainage installed on Covered Slopes on individually
owned Lots shall be subject to prior review and approval by the Association and the City. If
Owners fail to obtain approval from the City and the Association for any proposed alterations to
the landscaping, grading, irrigation or drainage installed on a Covered Slope, then the
enforcement provisions set forth in this Article XVIII shall apply. If Owners damage any
Covered Slopes or slope stability, then the provisions of the Agreement Establishing Soils
Subsidence Remediation Program recorded on October 6, 2004, as Instrument No.
2004000896693, in the Official Records of the County of Orange, California, shall apply.

18.9 CLAIMS PROCESSING. The Association in the administration of this program
shall retain the services of an independent claims adjusting service. The service shall be
responsible to adjust all claims for work which are claimed to be within the coverage of this
program. Claims asserted to be within the coverage of this program will be processed by forms
provided by the Association and filed with the independent adjuster, who will promptly adjust
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such claims after obtaining an analysis on the scope and cost of completing al| necessary repairs.
The Surficial Soils Subsidence Fund will compensate for the cost of the independent claims
adjusting service.

18.10 AMENDMENTS TO THIS ARTICLE. City Approval is required for any
modifications or amendments to this Article XVII[ or any other provisions of this Declaration
designed to carry out the intent of this Article XVIII.

ARTICLE XIX
WARRANTIES, DISCLAIMER OF WARRANTIES, RIGHT TO REPAIR
ACKNOWLEDGEMENTS AND PROCEDURES, AND ALTERNATIVE DISPUTE
RESOLUTION PROCEDURES

19.1 WARRANTIES.
19.1.1 Limited Home Warranty. Declarant presently intends, but shal] not

“Warranty Period” as defined in the Home Warranty (and as generally summarized below).
Any Dispute (as defined in Section 12.4 above), shall be resolved as provided in subsection
18.1(d) below. Nothing in the Home Wamty or any other document provided by Declarant in

Civil Code Sections 895 through 945.5 (the “Right to Repair Law”). The Home Warranty does
not constitute either an “enhanced protection agreement” under Califonia Civil Code
Section 901 or alternative nonadversarial contractual provisions under Civil Code Section 914.

19.1.4  Arbitration of Disputes Subject to g Home Warranty.
Notwithstanding any other dispute resolution Provisions set forth in thjs Declaration, all disputes
during the Warranty Period between any of the Declarant Parties and the original purchaser of a
Lot in the Properties, (or any successive Owner of such Lot) relating to a Lot that js subject to a
Home Warranty shall be resolved by binding arbitration as provided in the Home Warranty
(which is governed by the Federal Arbitration Act (9 U.S.C. §§ 1-16)), and shall be subject to the
limitations on statutory and common law rights and remedies set forth in the Home Warranty.
Should the binding arbitration provisions be ruled invalid, unenforceable or otherwise not
applicable to a dispute between any of the Declarant Parties and the original purchaser, or any
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successive Owner, the dispute shall be resolved in accordance with the alternative dispute
resolution provisions set forth in Section 19.3 below.

19.1.5 DISCLAIMER AND WAIVER OF WARRANTIES AND OTHER
RIGHTS. ANY HOME WARRANTY ISSUED BY DECLARANT TO THE ORIGINAL

19.2  RIGHT TO REPAIR ACKNOWLEDGMENTS AND NON-ADVERSARIAL
PRE-LITIGATION PROCEDURES,

19.2.1 Owner’s Acknowledgment of Right to Repair Procedures. Declarant
hereby notifies each Owner of a Lot in the Properties of the existence of the non-adversarial pre-
litigation procedures set forth in California Civil Code Sections 910 through 938 (the “Right to
Repair Procedures”), and further notifies each Owner that such procedures impact the legal
rights of each Owner. Each Owner acknowledges that Declarant has notified such Owner of the

Notwithstanding the forgoing, each Owner understands and agrees that pursuant to Section 915,
Declarant’s rights include the right not to go through the Right to Repair Procedures at any time.
Each Owner covenants and agrees to comply with the provisions of the Right to Repair
Procedures.

19.2.2 Application of Right to Repair Law. If a claim has been made by an
Owner in compliance with California Civil Code Section 910 (a “Right 1o Repair Claim”), the
dispute resolution procedures set forth in Section 19.1.4 above shall apply after application of the
Right to Repair Procedures. If the parties to such dispute are unable to resolve such dispute in
accordance with such pre-litigation procedures, the dispute shall be resolved in accordance with
the provisions of Section 19.1.4 above and Section 19.3 below. In all cases, each party shall be
solely responsible for its own attorneys’ fees. Nothing herein diminishes the rights and
obligations of Owner or Declarant under the Right to Repair Law Procedures with respect to any
Right to Repair Law Claim.

19.2.3  Delivery of Documents. Each original Owner of a Lot in the Properties
acknowledges that Declarant has instructed such Owner to provide any documents provided to
such Owner in conjunction with the original purchase of such Lot to any subsequent purchaser,
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1924 Maintenance and Preventative Maintenance Schedules and
Obligations. Each Owner, as to his respective Lot, acknowledges that Declarant has provided
such Owner with maintenance and Preventative maintenance schedules and obligations
pertaining to such Owner's Lot. Notwithstanding the foregoing, Declarant reserves the right, by
written notice to each Owner, to supplement and/or amend such maintenance and preventative
maintenance schedules and obligations from time to time. Each Owner also acknowledges that
by law, such Owner is obligated to follow all reasonable maintenance and preventative
maintenance schedules and obligations communicated in writing by Declarant as wel] as all
commonly accepted maintenance practices. Each Owner covenants to faithfully follow all
maintenance and preventative maintenance schedules and obligations applicable to their
respective Lot, as the case may be (and each Owner shall require and cause any tenant or lessee
of such Owner’s Lot to follow all such schedules and obligations).

19.2.5 Manufactured Products Maintenance and Limited Warranty
Information. Each Owner, as to his respective Lot, acknowledges that Declarant has provided
such Owner with manufactured product maintenance, preventative maintenance and limited
warranty information pertaining to such Owner’s Lot. Notwithstanding the foregoing, Declarant
reserves the right, by written notice to each Owner, to supplement and/or amend such
manufactured product maintenance, preventative maintenance and limited warranty information
from time to time. Each Owner also acknowledges that by law, such Owner is obligated to
follow all reasonable maintenance and preventative maintenance schedules and obligations
communicated in writing from Declarant as well as commonly accepted maintenance practices.
Each Owner covenants to faithfully follow all such maintenance and preventative maintenance
schedules and obligations contained in all such manufactured product maintenance, preventative
maintenance and limited warranty information (and each Owner shall require and cause any
tenant or lessee of such Owner’s Lot to follow all such schedules and obligations).

19.2.6 Indemnification. Each Owner of a Lot in the Properties covenants to
indemnify, defend and hold Declarant harmless from any loss, costs or damages arising from
such Owner’s failure or refusal to perform its respective obligations under this Section 19.2.

mortgage or deed of trust made in good faith and for value on the Lot; provided, however, that
all persons and/or entities now or hereafter acquiring any interest in the Lot shall be bound by the
Right to Repair Procedures set forth herein, without regard to whether such owner's title was
acquired by foreclosure, a trustee's sale or otherwise.

19.2.8 Termination of the Right to Repair Procedures. The Right to Repair
Procedures set forth in this Section 18.2 shall terminate and be of no further force or effect upon
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193 ALTERNATIVE DISPUTE RESOLUTION PROCEDURES. A]| disputes
between or among (a) any Owner(s) or the Association and/or (b) any Declarant Parties which in
any way arise out of, or relate to, thjs Declaration or the Pro erties, including, without limitation,

design and/or construction of any Residence and/or other Improvements within a Lot in the
Properties; or (iii) claims pursuant to a Home Warranty (the “Subject Disputes”) shal] be
resolved in accordance with this Section 18.3. Each Owner of a Lot in the Properties and
Declarant, for and on behalf of itself and all of the Declarant Parties, acknowledge and agree that

resolution that avoid costly and potentially lengthy traditional court proceedings.  Parties
interpreting this subsection shall follow the federal court rulings which provide, without
limitation, that the Federal Arbitration Act (A) is a congressional declaration of a libera] federal

under such warranty is still in effect, all disputes regarding such Lot shal] be resolved by binding
arbitration in accordance with the provisions of such warranty, as provided in Section 19.1.4

above.

and/or (iii) disputes which are not otherwise subject to Califomnia Civil Code Section 1375 or the
Right to Repair Law.

19.3.3  Judicial Reference. Al disputes specified in subsection 19.3.3 above
shall be submitted to general Judicial reference pursuant to Califomia Code of Cjvil Procedure
Sections 638 and 641-645.] or any successor statutes thereto. Within ten (10) days of receipt by

any of the grounds listed in Section 641 of the California Code of Civil Procedure. The parties
shall cooperate in good faith to ensure that all necessary and appropriate parties are included in
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the judicial reference proceeding. If a dispute involves parties other than those listed above, this
provision shall be interpreted to bring those third-party disputes into the general reference
procedure prescribed herein to the extent permitted by law. All parties shall cooperate in good
faith to ensure that all necessary and appropriate parties are included in the judicial reference
proceeding. Declarant shall not be required to participate in the gencral reference proceeding if
all parties against whom Declarant has necessary or perrnissive cross-claims or counterclaims,
including without limitation other Declarant Parties, will not or cannot be joined in the judicial
referonce proceeding.

The parties shall use the procedures adopted by JAMS for judicial reference (or
any other entity offering judicial reference dispute resolution procedures as may be mutually
acceptable to the parties), provided that the following rules and procedures shall apply in all
cases unless the parties agree otherwise:

(@)  If the Declarant is a party to such Judicial reference proceedings,
any fee to initiate such proceedings shall be advanced by the Declarant; however, the fees and
costs of the judicial reference proceedings (e.g., the fee for the referee and all expert witness fees
and costs, etc., but excluding all attorneys’ fees) shall ultimately be borne as determined by the
referee. In all cases, each party shall bear its own attomeys’ fees at its sole cost and expense;

()  The proceedings shall be heard in the County in which the
Properties is located, unless all parties agree to a different location;

(c)  The referee shall have the power to decide all issues of fact and/or
law, and to report a statement of decision to the court on such issues, and to issue all recognized
remedies available at law or in equity for any cause of action that is before the referee;

(d)  The referee may require one or more pre-hearing conferences;

(¢)  The parties shall be entitled to discovery, and the referee shall
oversee discovery and may enforce all discovery orders in the same manner as any trial court
judge;

@ A stenographic record of the proceedings shall be made;

(8)  The referee’s statement of decision shall contain findings of fact
and conclusions of law to the extent applicable and shall stand as the decision of the court;

(k)  The referee shall have the authority to rule on all post-hearin g
motions in the same manner as a trial judge;

(i) The parties shall promptly and diligently cooperate with one
another and the referee, and shall perform such acts as may be necessary to obtain a prompt and
expeditious resolution of the dispute; and

@) The statement of decision of the referee upon all of the issues
considered by the referee shall be binding upon the parties, and upon filing of the statement of
decision with the clerk of the court, or with the judge where there is no clerk, judgment may be
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entered thereon in the same manner as if the action had been tried by the court. The decision of
the referee shall be appealable as if rendered by the court.

19.4  WAIVER OF COURT AND JURY TRIAL. AS TO ALL DISPUTES
SUBJECT TO THE ALTERNATIVE DISPUTE RESOLUTION PROVISIONS SET

19.5 NO ENHANCED PROTECTION AGREEMENT. No language contained in
this Declaration, any Notice of Addition or any Supplemental Declaration shall constitute, or be
interpreted to constitute, an Enhanced Protection Agreement (“EPA"), as defined in Section 901
of the California Civil Code. Further, no express or implied representations or warranties made
by Declarant in any other writing are intended to constitute, or to be interpreted to constitute, an
EPA, '

196 AMENDMENTS. The provisions of this Article may not be amended without
the express written consent of Declarant.
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This Declaration is dated for identification purposes Wf 16 , 2005.

WILLIAM LYON HOMES, INC.,

a California corporation /

Declarans

STATE OF CALIFORNIA )
) ss.
COUNTY OF ORANGE )
On ,» 2005, before me, ,
personally appeared d

personally known to me (or proved to me on asis of satisfactory evidence) to be the
person(s) whose name(s) (is) (are) subscribed se’the within instrument and acknowledged to me
that (he) (she) (they) executed the same in dfis) (her) (their) authorized capacity(ies), and that by
(his) (her) (their) signature(s) on the i
the person(s) acted, executed the i

Notary Public in and for said State
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STATE OF CALIFORNIA )

) ss E
COUNTY OF ORANGE )

On August 16, 2005 before me, Paula_Leslie_Gruner, Notary Pubilic, personally
appeared, Thomas G. Grable and Gary S. Wangler, personally known to me to be the

person(s) whose names are subscribed to the within instrument and acknowledged to
me that they executed the same in their authorized capacities, and that by their
signatures on the instrument the person(s) or the entity upon behalf of which the
person(s) acted, executed the instrument.

4 /& Pcuwi= 4
aula Leslie Gruner, Notary Public
Commission Expires June 4, 2008
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SUBORDINATION

The undersigned, as Beneficiary of the beneficial interest in and under that certain Deed
of Trust dated November 4, 2003, and recorded on November 6, 2003, as Instrument
No. 2003001367041, in the Official Records of Orange County, California (the “Deed of
Trust”), which Deed of Trust is by and between William Lyon Homes, Inc., a California
corporation, as Trustor, and JPMorgan Chase Bank, N.A. (successor by merger to Bank One,
N.A., a national banking association, with its main office in Chicago, Illinois) (“JPMorgan ”), as
Trustee, and JPMorgan, es Beneficiary, expressly subordinates said Deed of Trust and its
beneficial interest thereunder to the foregoing Declaration of Covenants, Conditions and
Restrictions and Reservation of Easements for Rancho Madrina, as amended or restated
(“Declaration”), to any Notice of Addition of Territory recorded pursuant to the provisions of
Article XVI of the Declaration, as amended or restated (“Notice”), any Supplemental
Declaration, as amended or restated, and to all casements to be conveyed to the Association in
accordance with the Declaration, any Notice and any Supplemental Declaration. By executing
this Subordination, the undersigned agrees that should the undersigned acquire title to all or any
portion of the Properties by foreclosure (whether judicial or nonjudicial), deed-in-lieu of
foreclosure or any other remedy in or relating to the Deed of Trust, the undersigned will acquire
title subject to the provisions of the Declaration, any applicable Notice and any applicable
Supplemental Declaration, which shall remain in full force and effect,

Dated: cF/IJ%'S— JPMorgan Chase Bank, N.A.
/ 7/ (successor by merger to Bank One, N.A.)
(Main Office Chicagp)

Pri;JtName: ' SIZ 12‘"‘ W s REH LY CL)

Title: NCE rREg casri
/7

By: Q"{-d/ A}([

Print Namé; / JER AUl
Title: ___ V& PLRIPCOT

INOTARIAL ACKNOWLEDGMENT ON FOLLOWING PAGE]
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STATE Or- AN’
) ss.

COUNTY OF _ MARICOPA )

On _August 15 + 2005, before me, christine A, Lukas .
personally appeared Steven D, Strehlow, VP and Vi ,
personally known to me (or proved to me’on the basis of satisfactory evidence) to be the
person(s) whose name(s) (is) (are) subscribed to the within instrument and acknowledged to me
that (he) (she) (they) executed the same in (his) (her) (their) authorized capacity(ies), and that by
(his) (her) (their) signature(s) on the instrument the person(s), or the entity upon behalf of which
the person(s) acted, executed the instrument.

WITNESS my band and official seal. “\ Y

~

Notary Public in and for said State

OFFICIAL SEAL

CHRISTINE A. LUKAS

Vil
L) <,

L

NOTARY PUBLIC - ARIZONA
(SEAL) , MARICOPA COUNTY
B g% My Comm. Expires 11-30-2007
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SUBORDINATION

The undersigned, as Beneficiary of the beneficial interest in and under that certain Deed
of Trust dated November 3, 2003, and recorded on November 26, 2003, as Instrument No.
2003001367042, in the Official Records of Orange County, Californja (the “Deed of Trust”),
which Deed of Trust is by and between William Lyon Homes, Inc., a California corporation, as
Trustor, and First American Title Insurance Company, as Trustee, and Romarco Realty
Corporation, a California corporation, as Beneficiary, expressly subordinates said Deed of Trust
and its beneficial interest thereunder to the foregoing Declaration of Covenants, Conditions and
Restrictions and Reservation of Easements for Rancho Madrina, as amended or restated
(“Declaration”), to any Notice of Addition of Territory recorded pursuant to the provisions of
Article XVI of the Declaration, as amended or restated (“Notice”), any Supplemental
Declaration, as amended or restated, and to all easements to be conveyed to the Association in
accordance with the Declaration, any Notice and any Supplemental Declaration. By executing
this Subordination, the undersigned agrees that should the undersigned acquire title to all or any
portion of the Properties by foreclosure (whether judicial or nonjudicial), deed-in-lieu of
foreclosure or any other remedy in or relating to the Deed of Trust, the undersigned will acquire
title subject to the provisions of the Declaration, any applicable Notice and any applicable
Supplemental Declaration, which shall remain in ful] force and effect

pated: Tly 22, 2pp5” ROMARCO REALTY CORPORATION, a California
{

. R
corporation
By: : — .
Print Nze: heut A Hevdutfeen

[NOTARIAL ACKNO WLEDGMENT ON FOLLOWING PAGE[
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STATE OF CALIFORNIA )
o ) ss.
county of L [QNAe - |

3 " )
On. Snli’; é% ,%%before me, 08N WL Pyhower ,
personally appear r .

personally known to me (or proved to me on the basis of satisfactory evidence) to be thé
person(¢) whose name(g) (is) (are)-subscribed to the within instrument and acknowledged to me
that (he) (she) (they) executed the same in (his) (her)-¢their) authorized capacity(ies};-and that by

(his) (her)<¢theis) signature(s] on the instrument the person(g}, or the entity upon behalf of which
the personga) acted, executed the instrument.

WITNESS my hand and official seal. é ) w

Notary Public in and f; State
s”s‘".X" 1434671 O = s
(SEAL) uocromhv‘mcnmu

3
OMNGECONTY U
My Tom Exp. Auguat 10, 2007 |
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT
'f mmmmmmmmmem¢4xma“@:wmﬁmmxmrmmmm '

State of California

County of _ Loso 4ng¢/es

On ?////05" before me, _Eden £ QA

Name wiig T ke of Utioer &g “Jyre f:p Nalasy Puyte’) -

personally appesred & Stewart /‘/0/75)//774/}‘ 7.

Nome(s) of Yignass;

fm,rsonauy known to me
(i proved to me on the basis of satisfactory
evidence

SS.

ey
IIIFFTVOFTI NI TSGR

EN PN me

to be the person(s) whose name(s) is/are
subscribed to the within instrument and
acknowledged to me that he/she/they executed
the same in his/her/their authorized
capacity(ies), and that by his/her/their
signature(s) on the instrument the person(s), or
the entity upon behalf of which the person(s)
acted, executed the instrument.

wi

Place Notary Seal Above

OPTIONAL

Though the information below is not required by law, it may prove valuable to persong relying on the document
and could prevent fraudulent removal and reattachment of Ihis form 1 another dacumaent,

Description of Attached Docume. .
Title or Type of Document: M%_% £ &lffﬂti&gm&
Document Date: %./ﬂb_ Number of Pages: _

Signer(s) Other Than Named Above:

Capacity(ies) Claimed by Signer
gig::;;s-::?& RK}H(IFI; PRI
vidu

Tap of thumb herg

[ Comporate Officer — Title(s):
T Partner — [ Limited ] General
! Attorney in Fact

[l Trustee

C] Guardian or Conservator

[7 Other:

Signer Is Representing: Mlﬁ/ é;’ﬂﬂl’dléﬂ]

ETCLRLCTS

‘.,”wu.,m.mo.s@m PO. 8oz 2402 » Chstawosth. CAI!!'&W--&W’: Fnng No 8907 Powter. Cou ovi-Frgm 1.000-870.0837
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EXHIBIT A

LEGAL DESCRIPTION OF ANNEXABLE TERRITORY

All that certain real property located in the City of San Juan Capistrano, County of
Orange, State of California, more particularly described as follows:

PARCEL 1

TRACT 16221, AS SHOWN ON A SUBDIVISION MAP, FILED ON OCTOBER 14, 2004, IN
BOOK 861, PAGES 6 TO 20, INCLUSIVE, OF MISCELLANEOUS MAPS IN THE OFFICE
OF THE ORANGE COUNTY RECORDER, EXCEPTING PHASE |.

PARCEL 2

THAT PORTION OF SECTION 6, TOWNSHIP 8 SOUTH, RANGE 7 WEST, SAN
BERNARDINO MERIDIAN, ACCORDING TO THE OFFICIAL PLAT FILED IN THE
DISTRICT LAND OFFICE, OCTOBER 17, 1876, DESCRIBED AS FOLLOWS:

BEGINNING AT THE MOST NORTHEASTERLY CORNER OF THAT CERTAIN PARCEL
OF LAND CONTAINING 9.095 ACRES AS SHOWN ON A MAP FILED IN BOOK 12,

ALONG THE ARC OF THE ABOVE MENTIONED CURVE 93.13 FEET TO THE END OF
THE CURVE; THENCE SOUTH 81 DEG 55’ 00" EAST 31.04 FEET TO THE TRUE POINT
OF BEGINNING; THENCE SOUTH 81 DEG 55'00” EAST 219.22 FEET; THENCE SOUTH
44 DEG 11" 13" EAST 183.37 FEET; THENCE SOUTH 0 DEG 29' 50" WEST 56.60 FEET;
THENCE SOUTH 54 DEG 23’ 40" EAST 95.31 FEET TO A POINT ON A CURVE
CONCAVE TO THE NORTHWEST, HAVING A RADIUS OF 330.37 FEET AND A
CENTRAL ANGLE OF 6 DEG 40’ 10”; THENCE IN A SOUTHERLY DIRECTION ALONG
THE ARC OF THE ABOVE MENTIONED CURVE 38.46 FEET TO THE END OF THE
CURVE; THENCE SOUTH 27 DEG 16’ 00” WEST 52.08 FEET TO THE BEGINNING OF A
CURVE CONCAVE TO THE NORTHWEST HAVING A RADIUS OF 180.00 FEET AND A
TOTAL CENTRAL ANGLE OF 62 DEG 15’ 00", THENCE IN A SOUTHWESTERLY AND

THENCE NORTH 14 DEG 02’ 00” WEST 87.99 FEET TO THE BEGINNING OF A CURVE
CONCAVE TO THE SOUTHWEST HAVING A RADIUS OF 430.00 FEET AND A TOTAL

THE CURVE; THENCE NORTH 28 DEG 02’ 00" WEST 71.54 FEET TO THE BEGINNING
OF A CURVE CONCAVE TO THE EAST HAVING A RADIUS OF 220.11 FEBT AND A
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TOTAL CENTRAL ANGLE OF 50 DEG 59’ 00"; THENCE IN A NORTHERLY DIRECTION
ALONG THE ARC OF THE ABOVE MENTIONED CURVE 195.86 FEET OT THE END OF

THE CURVE; THENCE NORTH 22 DEG 57° 00" EAST 7.96 FEET TO THE TRUE POINT
OF BEGINNING.
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EXHIBIT B
ARTICLES OF INCORPORATION OF THE ASSOCIATION
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ARTICLES OF INCORPORATION
OF
RANCHO MADRINA COMMUNITY ASSOCIATION

ONE: The name of this corporation is RANCHO MADRINA
COMMUNITY ASSOCIATION ("Corporation™ herein).

TWO: This corporation is a nonprofit mutual benefit corporation
organized under the Nonprofit Mutugl Benefit Corporation Law. The purpose of this comoaration
I8 1o engage in any lawful act or activity, other than credit union business, for which a
corporation may be organized under such law.

THREE: The Corporation's initial agent for service of process is Tom
Grable whosc business address 1s 4490 Von Karman, Newport Beach, CA 92660.

FOUR: The Corporation shall have and exercise any and all powers, rights
and privileges which a corporation organized under the Nonprofit Mutual Benefit Corporation
Law may now or hereafter have or exercise, provided that the Corporation shall not, except to an
insubstantial degree, engage in any activities or exercise any powers that are not in furtherance of

FIVE: The classes of Membership and the voting and other rights and
privileges of Members shall be as set forth in the Bylaws. So long as there is more that one class
of Membership, amendment of these Articles of Incorporation shall require the assent (by vote or
written consent) of (i) a bare majority of the Board of Directors of the Corporation, and (i)
Members representing a bare majority of the voting power of each class of Members. After
conversion of the Class B Membership to Class A Membership, amendment of these Articles of
Incorporation shall require the assent (by vote or written consent) of (i) a bare majority of the

SIX: The Corporation has no managing agent.

The undersigned, who is the incorporator of the Corporation, has executed these
Articles of Incorporation on September , 2004,

Thomas G. Grable, Incorporator

-1-
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EXHIBIT C
BYLAWS OF THE ASSOCIATION
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BYLAWS
OF
RANCHO MADRINA COMMUNITY ASSOCIATION
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BYLAWS
OF
RANCHO MADRINA COMMUNITY ASSOCIATION

ARTICLE )
PLAN OF OWNERSHIP

.I.  DEFINITIONS AND INTERPRETATION. Unless otherwise provided in
these Bylaws, the capitalized terms used in these Bylaws have the same meanings as in the
Declaration (defined below). These Bylaws shall be interpreted in accordance with Section 1.2
of the Declaration.

1.2. NAME. The name of the corporation is Ranch Madrina Community Association.
The principal office of the Association sha]] be located in the County.

1.3.  APPLICATION. These Bylaws apply to the planned residential development
known as Rancho Madrina, located in the County. All Persons who use the facilities of the
Properties in any manner, are subject to the regulations in these Bylaws and in the Declaration of
Covenants, Conditions and Restrictions and Reservation of Easements for Rancho Madrina
Recorded in the Official Records of the County (“Declaration™) against the Properties. Use of
any Lot in the Properties signifies acceptance and ratification of these Bylaws.

ARTICLE 2
BOARD OF DIRECTORS

2.1. NUMBER. The property, business and aftairs of the Association shall be
governed and managed by a Board of Directors composed of five (5) persons, each of whom,

2.2.  QUALIFICATIONS FOR HOLDING OFFICE. Directors are encouraged to
satisfy the following requirements while they serve in office:

(@  Not be absent from three (3) consecutive meetings of the Board;

(b) Attend at least seventy five percent (75%) of the Board meetings
held each year and attend the entire meeting each time;

(c) Exhibit respect, professionalism and courteous behavior to
Owners, committee members, vendors, the Manager and its staff, and any other Persong
associated with or retained by the Association;

(d)  For non-Declarant Board mem bers, be an Owner in good standing,
-1-
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33.  ELECTION.

2.3.1. General Procedure. At the first annual meeting of the Owners, and at
each annual meeting thereafter, the Owners shall elect new Directors to fill vacancies on the
Board. [f an annual meeting is not held, or all positions on the Board are not filled at the annual
meeting, Board members may be elected in accordance with the problems for filling vacancies
set forth in Section 2.5.

2.3.2. Voting. Voting shall be by secret written ballot. An Owner may
cumulate his votes for any candidate for the Board in any election in which more than two ?)
Directors are to be elected if (a) the candidate’s name has been placed in nomination before the
voting, and (b) an Owner has given notice at the meeting before the voting of such Owner's
intent to cumulate votes. If an Owner cumulates his votes, such Owner may cast a number of
votes equal to the Owner’s share of the voting power multiplied by the number of Directors to be
elected.

2.3.3. Special Election Requirement. Until (a) the Class C Termination Date
or (b) Declarant is no longer entitled to exercise a majority of the Association's voting power,
not less than 20% of the members of the Board must be elected solely by the votes of the Owners
other than Declarant.

24. TERM OF OFFICE. Each Director shall hold office until the earlier to occur of
(a) the end of the Director’s term of office after a successor has been elected, or (b) his death,
resignation, removal or judicial adjudication of mental incompetence. At the first annual
meeting, the term of office of the three (3) Directors appointed by Declarant shall be three (3)
years and the term of office of the two (2) Directors elected by the majority of the members shall
be two (2) years. The term of office of each Director elected to fill a vacancy created by
expiration of a Director’s term of office shall be two (2) years. The term of office of each
Director elected or appointed to the Board for any other reason shall be the balance of the
unserved term. Any person serving as a Director may be reelected. There is no limit on the
number of terms which a Director may serve.

2.5.  VACANCIES. A vacancy on the Board is deemed to exist in case of death,
resignation, removal or judicial adjudication of mental incompetence of uny Director orif the
Owners fail to elect the full number of authorized Directors at any meeting at which a Directors
election is to take place. Vacancies on the Board caused by any reason other than the removal of
a Director may be filled by either () vote of a majority of the remaining Directors, even though
they may constitute less than a quorum, or (b) by vote of the Owners at a meeting. Any vacancy
caused by the removal of a Director must be filled by a vote of the Owners. Until the Class C
Termination Date, a vacancy in the office of a Director who was appointed by Declarant shall be
filled only by an appointee of Declarant. A Director may resign at any time by giving notice to
the President, the Secretary or the Board, Any Director who ceases to be an Owner or an agent
of Declarant is deemed to have resigned from the Board.

2.6. REMOVAL OF DIRECTORS. At any meeting of the Owners, any individual
Durector or the entire Board may be removed before the expiration of their terms of office with
or without cause by the vote of Owners representing a majority of the Association’s voting
power (including votes attributable to Declarant).
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However, if the entire Board is not remaved gs 1 £roup pursuant to a single vote, no
individual Director may be removed if the number of votes cast against romoval would be
sufficient to elect such Director if voted cumulatively at an election at which the sume lotul
number of votes were cast and the entire number of Directors authorized at the time of the
Director’s most recent election were then being elected. Any Director whose removal has been

votes of Declarant may only be removed by Declarant. Any Director appointed to the Board by
the Class C Member may only be removed by the Class C Member until the Class C Termination
Date.

2.7. COMPENSATION. Directors may not receive any compensation for their
services as Directors unless such compensation is first approved by Owners representing at least
§ voting power. However, (a) nothing in these Bylaws precludes

Association duties, and (c) no officer, employee or director of Declarant or any affiliate of
Declarant may receive any compensation for service as a Director of the Association.

2.8.  POWERS AND DUTIES. The Board has the powers and duties necessary to
administer the Association’s affairs. All the Association’s powers shall be exercised by the
Board except those powers specifically reserved to the Owners.

29. SPECIAL POWERS AND DUTIES. Without limiting the scope of the Board’s
general powers and duties, the Board s granted the following powers and duties:

2.9.1. Officers, Agents and Employees. The power and duty to select, appoint
and remove all Association officers, agents and employees, to prescribe such powers and dutjes
for them as may be consistent with law and with the Restrictions, to fix their compensation, to
require from them such security for faithful service as the Board considers advisable, and to
contract to provide them with such indemnification as the Board determines is appropriate.

2.9.2. Contracts. The power to enter into contracts. This includes contracts (a)
for maintenance, landscaping, and common utilities services, (b) materials, supplies and other
Common Expenses relating to the Lots, (c) employing personnel necessary to manage the
Properties, including legal and accounting services, and (d) paying for Improvements on the
Common Area. The Board may not enter into any contract with a term in excess ot one (1) year,
without the vote or written consent of Owners representing at least a majority of the
Association’s voting power, except for the following:

(a) a contract with a public utility company for a term that does not
exceed the shortest term for which the public utility company will contract at the regulated rate if

Commission;
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(b)  prepaid casualty or liability insurance policies of not more than
three (3) years’ duration provided that the policies permit short-term cancellation by the
Association;

(c) agreements for television services and equipment, satellite dish
services and equipment, communication services and equipment, and comparable technology,
services and equipment with terms not in excess of five (5) years, provided that Declarant docs
not have a direct or indirect ownership interest in the supplier of such services or equipment
cqual to or greater than ten percent (10%);

(d)  agrcements for sale, lease or installation of burglar alarm and fire
alarm equipment and related services with terms not in excess of five (5) years, provided that
Declarant does not have a direct or indirect ownership interest in the supplier of such services or
equipment equal to or greater than ten percent (10%);

(e)  acontract approved by the DRE;

§)) a contract for a term not to exceed three (3) years that is terminable
by the Association after no longer than one (1) year without cause or penalty or other obligation
on ninety (90) days written notice of termination to the other party, and

(8)  contracts in which the Association enters into litigation or any
alternative dispute resolution procedure when the Association’s obligation to pay for services is
set in whole or in part on a contingency basis only if they are (1) contracts for collection of
assessments or other accounts receivable, (ii) or contracts involving evaluation of services, or
(iii) contracts with a total amount to be paid by the Association not in excess of Forty Thousand
Dollars ($40,000.00).

2.9.3. Enforcement. The power to enforce the Association Goveming
Document and any agreements entered into by the Association and to impose sanctions against
Owners for violating the Association Governing Documeni.

2.9.4. Principal Office, Place of Meetings, Seal. The power but not the duty to
move the Association’s principal office from one location to another in the County; to designate
any place in the County for holding any meetings of Owners consistent with the provisions of
Section 4.5; and to adopt and use a corporate seal and to alter the form of such seal.

2.9.5. Assessments. The power and duty to fix and levy Assessments and
identify the due date for payment of Assessments. The Board may incur Common Expenses.
The Association’s funds shall be held in trust for the Owners.

2.9.6. Insurance. The power and duty to contract and pay for insurance in
accordance with the Declaration, covering and protecting against such damages or injuries as the
Board considers advisable (which coverage may include medical expenses of persons injured on
the Common Area). The Board shall review, not less frequently than annually, all insurance
policies and bonds obtained by the Board on the Association's behalf

2.9.7. Delegation. The power but not the duty to delegate its powers according
to law.
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2.9.8. Bylaws. The power and duty to adopt these Bylaws.

2.9.9. Records. The power and duty to keep a complete record of Association
acts and corporate affairs.

2.9.10. Sale of Property. The power but not the duty to sell property of the
Association. Approval from Owners representing at least a majority of the Association’s voting
power must be obtained before property of the Association having an aggregate fair market vajye
greater than five percent (5%) of the Association's budgeted gross expenses for the Fiscg| Yeur
is sold in a single Fiscal Year.

2.9.11. Manager. The power to engage a professional Manager for the
Association at a compensation estublished by the Board to perform such duties and services us
the Board authorizes.

2.9.12. Agreements with Declarant. The power but not the duty to negotiate and
enter into agreements with Declarant,

2.10. DISTRIBUTION OF INFORMATION. The Board shall distribute the
following financial information to all Owners (and any Beneficiary, insurer and guarantor of a
first Mortgage on request), regardless of the number of Owners or the amount of assets of the
Association;

2.10.1. Budget. A pro forma operating budget for each Fiscal Year consisting of
at least the following information must be distributed not less than forty-five (45) nor more than
sixty (60) days before the beginning of the Fiscal Year:

(8)  Estimated revenue and Common Expenses Computed on an accrual
basis.

(b) A summary of the Association’s reserves baged on the most recent
review or study conducted pursuant to Section 136S.5 of the California Cjvi] Code, which must
be printed in bold type and include all of the following:

(i) The current estimated replacement cost, estimated
remaining life, and estimated useful life of each major component of the Common Area for
which the Association is responsible.

(i)  Asofthe end of the Fiscal Year for which the study is
prepared:

1) The current estimate of the amount of cash reserves
necessary to restore or maintain the major components of the Common Area for which the
Association is responsible (“Estimated Reserves”).

2) The current amount of accumulated cash reserves
actually set aside to restore or maintain the major components of the Common Area for which
the Association is responsible (“‘Actual Reserves™).
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(i) The percentage that the Actual Reserves is of the
Iistimated Resorves.

(c) A statement of whether the Board has determined or expects that
the levy of one or more Capital Improvement or Reconstruction Assessments will be required 1o

repair, replace, or restore any major component of the Common Area for which the Association
is responsible or to provide adequate reserves therefor.

(d) A general statement setting forth the procedures used by the Board
in calculating and establishing reserves to defray the costs of repair and replacement of, or
additions to, major components of the Common Area and facilities for which the Association is
responsible.

The Board may distribute a summary of the Budget instead of the Budget itself, so long as the
Board complies with the provisions of Section 1365(c) of the California Civil Code.

2.10.2. Financial Report, A report consisting of the following must be
distributed within one hundred twenty (120) days after the close of the Fiscal Year.

(a) A balance sheet as of the end of the Fiscal Year.
(b) An operating (income) statement for the Fiscal Year.
(c) A statement of changes in financial position for the Fiscal Year.

(d) Any information required to be reported under Section 8322 of the
California Corporations Code.

(e) For any Fiscal Year in which the Association’s gross income
exceeds $75,000, a copy of a review of the annual report prepared in accordance with generally
accepted accounting principles by a licensee of the Califomia State Board of Accountancy.

)] A statement of the place where the names and addresses of the
current Owners are located.

2.10.3. Insurance Information. The Association shall distribute to aj} Owners a
summary of the Association’s property, general liability, and earthquake und flood insurance
policies within sixty (60) days before the beginning of the Fiscal Year, that includes all of the
following information: (i) the name of the insurer, (ii) the type of insurance, (iij) the limits of
coverage, and (iv) the amount of the deductibles, if any,

(a) The Association shall, as soon as reasonably practical, notify the
Owners by first-class mail if any of the policies described above have lapsed, been canceled, and
are not immediately renewed, restored, or replaced, or if there is a significant change, such a,s a
reduction in coverage or limits or an increase in the deductible, for any of those policies. If the
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Association receives any notice of nonrenewal of a policy described above, the Association shall
immediately notify the Owners if replacement coverage will not be in effect by the date the
existing coverage will lapse.

(b)  To the extent that any of the information required to be disclosed is
specified in the insurance policy declaration page, the Association may mect its obligation to
disclose that information by making copies of that page and distributing it 10 all Owners.

(c)  The summary distributed ahove shall contain, in at least 10-point
boldface type, the following statement:

“This summary of the Assaciation’s policies of insurance provides only
certain information, as required by subdivision (¢) of Section 1368 of the
Civil Code, and should not be considered a substitute for the complete
policy terms and conditions in the actual policies of insurance. Any
Association member may, on request and provision of reasonable notice,
review the Association’s insurance policies and, on request and payment of
reasonable duplication charges, obtain copies of those policies. Although
the Association keeps the policies of insurance specified in this summary,
the Association’s policies of insurance may not cover your property,
including personal property or, real property improvements to or around
your dwelling, or personal injuries or other losses that occur in or around
your dwelling. Even if a loss is covered, you may nevertheless be
responsible for paying all or a portion of any deductible that applies.
Association members should consult with their individual insurance broker
or agent for appropriate additional coverage.”

2.10.4. Enforcement Policies. In addition to financial statements, the Board shall
annually distribute within sixty (60) days before the beginning of the Fiscal Year a statement of
the Association’s policies and practices in enforcing its remedies against Owners for defaults in
the payment of Assessments, including the recording and foreclosing of liens ugainst Lots.

2.10.5. Accounts. On at least a quarterly basis, the Board shall: (a) cause to be
completed and review a current reconciliation of the Association’s operating and reserve
accounts, (b) review the current Fiscal Year’s actual reserve revenues and expenses compared to
the Budget for the then current Fiscal Year, (c) review the income and expense statement for the
Association’s operating and reserve accounts, (d) review the most current account statements
prepared by the financial institutions where the Association keeps its operating and reserve
accounts, and (e) fulfill any additional duties established by Civil Code Section 1365.5. The
signatures of either (i) two (2) Directors, or (ii) one (1) Director and one (1) Association officer
(who is not also a Director) are required for the withdrawal of money from the Association’s
reserve accounts. As used in this Subsection, the term “reserve accounts” means Budgeted funds
that the Board has designated for use to defray the future repair and replacement of, or additions
to, those major components of the Common Area which the Association is obligated to maintain.

2.10.6. Reserve Study. The Board shall cause a study of the reserve account
requirements of the Properties to be conducted in accordance with Section 1365.5(¢) of the
California Civil Code. As used in this Subsection, “reserve account requirements” means the
estimated funds which the Board has determined are required to be available at a specified point
in time to repair, replace or restore those major components of the Common Area which the
Association is obligated to maintain.
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2.11. MEETINGS.

2.11.1. Organization Meeting. The first regular (“organization™) meeting of a
newly elected Board must be held within ten (10) days of election of the Board. at such place as
is fixed and announced by the Directors at the meeting at which such Directors were elected, to
organize, elect officers and transact other business. No notice is necessary to the newly elected
Directors to hold such meeting; provided that (a) a majority of the whole Board is present when
the time and place are announced at the annual meeting and (b) the meeting is held on the same
day and at the same place as the annual meeting of the Owners at which the newly constituted
Board was elected.

2.11.2. Regular Meetings. Regular meetings may be held at such time and place
in the Properties as is determined by a resolution adopted by a majority of a quorum of the
Directors, however, regular meetings must be held no less frequently than quarterly. Notice of
the time and place of regular meetings of the Board shull be given to each Director at least four
(4) days before the date of the meeting. Notices may be given personally or by telephone,
including a voice messaging system or other system or technology designed to record and
communicate messages, facsimile, electronic mail, or other electronic means or posted at a
prominent place or places in the Common Area.

2.11.3. Special Meetings. Special meetings may be called by the President or by
any two (2) Directors by posting notice at least four (4) days before such meeting at a prominent
place or places in the Common Area or on four (4) days’ notice by first-class mail or forty-eight
(48) hours’ notice delivered personally or by telephone, including a voice messaging system or
other system or technology designed to record and communicate messages, telegraph, facsimile,
electronic mail, or other electronic means. The notice must state the time, place and the purpose

of the meeting.

2.11.4. Executive Sessions. The Board may convene in executive session to
discuss and vote upon personnel matters, litigation, mattcrs relating to the formation of contracts
with third parties, Owner discipline or to meet with an Owner, upon the Owner's request,
rogarding the Owner's payment of Assessments, as specified in Civil Code Section 1367 or
1367.1. The nature of business to be considered in executive session must first be announced in
an open session and must be generally noted in the minutes of the immediately following
mecting that is open to the entire membership.

2.11.5. Other Meetings. Any congregation of a majority of the members of the
Board at the same time and place to hear, discuss, or decliberate on any item of business
scheduled to be heard by the Board, except those matters that may be discussed in executive
session, shall constitute a meeting of the Board. All Owners shall have the right to attend any
regular, special or other meeting of the Board, except an executive session. Owners who are not
Directors may not participate in any deliberation or discussion at such meetings unless
authorized by a vote of a majority of a quorum of the Board. However, at each Board meeting,
except for executive sessions, the Board must set aside time for Owners to speak, subject to
reasonable limits imposed by the Board.

2.11.6. Notice to Owners. Generally, ifa meeting of the Board is not a regular or
special meeting, Owners shall be given notice of the time and place of the mceting at least four
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(4) days before the mecting. Notice required by this Section may be given by posting the notige
in & prominent pluce or places in the Common Area, by mail or delivery of the notige to each Lot
in the Properties, or by newsletter or other similar means of communication. 11 there are
circumstances that could not have been reasonably foreseen which require immediate attention
and possible action by the Board and which of necessity make it impractical to provide notice to
the Owners, then an emergency meeting of the Board may be called by the President or any two
other members of the Board without providing notice to the Owners.

2.11.7. Walver of Notice. Before or at any meeting of the Board, any Director
may, in writing, waive personal notice of such meeting. Attendance by a Director at any Board
meeting waives the requirement of personal notice. If all Directors are present at a Board
meeting, no notice to Directors is required and any business may be transacted at such meeting.
The transactions of any Board meeting, however called and noticed or wherever held, are valid
as though had at a meeting duly held after regular call and notice, if (a) a quorum is present, (b)
notice to the Owners of such meeting was posted as provided in Sections 2.1 1.2,2.11.3, or
2.11.6, and (c) either before or after the meeting, each of the Directors not present signs a written
waiver of notice, a consent to holding such meeting, or an approval of the Minutes thereof. The
Secretary shall file all such waivers, consents and approvals with the Association’s records or
make them a part of the Minutes of the meeting,

2.12. ACTION WITHOUT MEETING. The Board may act without a meeting if all
Directors consent in writing to such action. Written consents must be filed with the minutes of
the Board. Each action by written consent has the same effect as a unanimous vote of such
Directors. Within threc (3) days after the written consents of all Directors have been obtained,
an explanation of any action taken by unanimous written consent without a meeting must be
either (a) posted by the Board in a prominent place or places in the Common Area, or (b)
communicated to the Owners by other means the Board determines to be appropriate.

2.13. QUORUM AND ADJOURNMENT. Except as otherwise expressly provided in
these Bylaws, at all meetings of the Board, a majority of the Directors constitutes a quorum for
the transaction of business, and the acts of a majority of the Directors present at a meeting at
which a quorum is present are the acts of the Board. At any meeting of the Board when less than
a quorum present, the majority of those present may adjourn the meeting to another time. At any
such reconvened meeting, any business which might have been transacted at the meeting as
originally called may be transacted without further notice if a quorum is present.

2.14. COMMITTEES. The Board may by resolution establish such committees as it
desires, and may establish the purposes and powers of each such committee created. The
resolution establishing the committee must (a) provide for the appointment of its members and a
chairman, (b) state the purposes of the committee, and {c) provide for reports, termination and
other administrative matters as the Board considers appropriate.

ARTICLE 3
OFFICERS

3.1.  DESIGNATION. The Association’s principal officers are a President, a Vice
President, a Secretary, and a Treasurer, all elected by the Board. The Board may appoint an
Assistant Treasurer, an Assistant Secretary and such other officers as it determines to be
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necessary. Officers other than the President need not be Directors. Any person may hold more
than one office.

32.  ELECTION OF (_)Fl.'"lCERSt The Board shy]| annually elect the Association’s

pleasure of the Board, until he resigns or js removed, is otherwise disqualified to serve or 3
successor is clected and qualificd to serve,

officer. No officer, employee or director of Declarant or any affiliate of Declarant may recejve
any compensation for service as an officer of the Association,

2609-31 7055 ES402\ByL A WS\ 528765 |
07/19/04

ument-Year.DocID 2005.668611 Page: 120 of 188



of ownership by any Owner, together with the date of the transfer. The Secretary has such other
powers and duties as may be prescribed by the Board or these Bylaws.

3.8. TREASURER. The Treasurer is the Association's chief financial officer and is
responsible for Association funds. The Treasurer shall (a) keep, or cause to be kept, full and
accurate accounts and tax and business records of the Association, including accounts of all
assets, liabilities, receipts and disbursements, (b) be responsible for the deposit of all funds in the
name of the Association in such depositories as the Board designates, (c) disburse the
Association’s funds as ordered by the Board, and (d) render to the President and Directors. on
request, an account of all transactions as Treasurer and of the Association's financial conditjon.
The Treasurer has such other powers and dutics as may be prescribed by the Board or these
Bylaws.

ARTICLE 4
OWNERS

4.1.  VOTING RIGHTS. The Association has three (3) classes of Membership, as
described in the Declaration. The Class A and Class B Memberships are voting Memberships.
The Class C Membership gives the Declarant the right to appoint the majority of the Board unti]
the Class C Termination Date. Except as provided in Section 2.3.3, any provision of the Bylaws
which requires the vote or written consent of a specified percentage of the Association's voting
power before action may be undertaken (i.e., other than actions requiring merely the vote or
written consent of a majority of a quorum) requires the approval of such specified percentage of
(a) the Class A Membership and Class B Membership (so long as a Class B Membership exists),
and (b) both the Association’s total voting power and the Association’s voting power represented
by Owners other than Declarant.

4.2. MAJORITY OF QUORUM. Unless otherwise provided in the Restrictions, any
action which may be taken by the Association may be taken by a majority of a quorum of the
Owners.

43. QUORUM. Except as otherwise provided in these Bylaws, the presence in
person or by proxy of at least twenty-five percent (25%) of the Association’s voting power
constitutes a quorum of the Membership. Owners present at a duly called or held meeting at
which a quorum is present may continue to do business until adjournment, despite the
withdrawal of enough Owners to leave less than a quorum, if any action taken (other than
adjounment) is approved by at least a majority of a quorum. Ifa meeting is actually attended, in
person or by proxy, by Owners having less than one-third (1/3) of the Association’s voting
power, then no matter may be voted on except matters which were generally described in the
notice of the meeting. No action by the Owners on any matter is effective if the votes cast in
favor are fewer than the minimum number of votes required by the Restrictions to approve the
action.

44. PROXIES. Votes may be cast in person or by proxy. Proxies must be in writing
and filed with the Secretary in advance of each meeting. Every proxy is revocable and
automatically ceases after completion of the meeting for which the proxy was filed. Any form of
proxy or written ballot distributed by any Person to the Owners must afford the opportunity to
specify a choice between approval and disapproval of each matter or group of matters to be acted
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Description:

on, except it is not mandatory that a candidate for election to the Board be named in the proxy or
written ballot. The proxy or written ballot must provide that, when the Owner specifies a choice,
the vote shall be cast in accordance with that choice. The proxy must also identify the person
authorized to exercise the proxy and the length of time it will be valid. No proxy is valid with
respect to a vote on any matter described in Section 761 3(g) of the California Corporations Code
unless the general nature of the proposal was described in the proxy.

4.5. PLACE OF MEETINGS OF OWNERS. Meetings of the Owners shal| be held
on the Properties, or such other suitable place as proximate thereto as practical and convenient to
the Owners, as designated by the Board.

46. ANNUAL MEETINGS OF OWNERS. The first annyal meeting of Owners
shall be held no later than the earlier to occur of (i) forty-five (45) days after the Close of Escrow
for the sale of fifty-one percent (51%) of the Lots in Phase 1, or (ii) within six (6) months afier
the Close of Escrow for the sale of the first Lot in Phase |. Thereafter, the annual meetings shall
be held on or about the anniversary date of the first annual meeting. Each first Mortgagee may
designate a representative to attend all annual meetings.

4.7.  SPECIAL MEETINGS OF OWNERS. The Board shall call a special meeting
of the Owners (a) as directed by resolution of a majority of a quorum of the Board, (b) by request
of the President of the Association, or (c) on receipt of a petition signed by Owners representing
at least five percent (5%) of the Association’s total voting power. The Secretary shall give
notice of any special meeting within twenty (20) days after adoption of such resolution or receipt
of such request or petition. The notice must state the date, time and Place of the special meeting

48. NOTICE. The Secretary shall send to each Owner of record, and to each first
Mortgagee who has filed a written request for notice with the Secretary, a notice of each annual
or special meeting. The notice must be sent by first-class mail, at least ten (10) but not more
than thirty (30) days before the meeting. The notice must state the purpose for the meeting as
well as the day, hour and place where it is to be held. The notice may establish time limits for
speakers and nominating procedures for the meeting. The notice must specify those matters the
Board intends to present for action by the Owners, but, except as otherwise provided by law, any
proper matter may be presented for action at the meeting. The notice of any meeting at which
Directors are to be elected must include the names of all nominees when the notice is given to
the Owners. The mailing of a notice, postage prepaid, in the manner provided in this Section,
shall be considered notice served, forty-eight (48) hours after the notice has been deposited in a
regular depository of the United States mail. Such notice must be posted in a conspicuous place
on the Common Area and is deemed served on an Owner on posting if no address for such
Owner has been then furnished the Secretary.

Notwithstanding any other provision of these Bylaws, approval by the Owners of any of
the following proposals, other than by unanimous approval of those Owners entitled to vote, is
not valid unless the general nature of the proposal was stated in the notice or in any written
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waiver ef the notice: (a) removing a Director without cause; (b) filling vacancies on the Board;
(c) approving & contract or transaction between the Association and one or more Directors, or
between the Association and any entity in which a Director has a material financial interest; (d)
amendment of the Articles; or (e) electing to wind up and dissolve the Association.

49. RECORD DATES. The Board may fix a date in the future as a record date for
determining which Owners are entitled to notice of any meeting of Owners. The record date so
fixed must be not less than ten (10) nor more than sixty (60) days before the date of the meeting.
If the Board does not fix a record date for notice to Owners, the record date for notice is the close
of business on the business day preceding the day on which notice is given. In addition, the
Board may fix a date in the future as a record date for determining the Owners entitled to vote at
any meeting of Owners. The record date so fixed must be not less than ten (10) nor more than
sixty (60) days before the date of the meeting. If the Board does not fix a record date for
determining Owners entitled to vote, Owners on the day of the meeting who are otherwise
eligible to vote are entitled to vote at thc meeting.

4.10. ADJOURNED MEETINGS. If a quorum is not present at the time and place
established for a meeting, 8 majority of the Owners who are present, cither in person or by proxy,
may adjourn the meeting to a time not less than five (5) nor more than thirty (30) days from the
original mecting date, at which meeting the quorum requirement is the presence in person or by
proxy of Owners holding at least twenty-five percent (25%) of the Association’s voting power.
Such an adjourned meeting may be held without the notice required by these Bylaws if notice
thereof is given by announcement at the meeting at which such adjournment is taken.

4.11. ORDER OF BUSINESS. Meetings of Owners must be conducted in accordance
with a recognized system of parliamentary procedure or such parliamentary procedures as the
Association may adopt. The order of business at all meetings of the Owners is as follows: (a)
roll call to determine the voting power represented at the meeting; (b) proof of notice of meeting
or waiver of notice; (c) reading of minutes of preceding meeting; (d) reports of officers; (e)
reports of committees; (f) election of inspector of election (at annual meetings or special
meetings held for such purpose), (g) election of Directors (at annual meetings or special
meetings held for such purpose); (h) unfinished business; and (i) new business.

4.12. ACTION WITHOUT MEETING. Except for election of Directors, any action
which may be taken at a meeting of the Owners may be taken without a mecting by written ballot
of the Owners. Ballots must be solicited in the sume manner as provided in these Bylaws for
giving of notice of meetings to Owners. Such solicitations must specify (a) the number of
responses needed to meet the quorum requirements, (b) the percentage of approvals necessary to
approve the action, and (c) the time by which ballots must be received to be counted. The form
of written ballot must afford an opportunity to specify a choice between approval and
disapproval of each matter and must provide that, where the Owner specifies a choice, the vote
shall be cast in accordance therewith. Receipt within the time period specified in the solicitation
of (i) ballots which equal or exceed the quorum which would be required if the action were taken
at a meeting, and (ii) approvals which equal or exceed the number of votes which would be
required for approval if the action were taken at a meeting at which the total number of votes cast
was the same as the total number of ballots cast, constitutes approval by written ballot.
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4.13. CONSENT OF ABSENTEES. The actions taken at any meeting of Owners,
however called and noticed, are valid as though taken at a meeting duly held ufier rogular call
and notice, if (a) & quorum is present either in person or by proxy, and (b) cither hefore or after
the meeting, cach of the Owners not present in person or by proxy signs (i) @ written waiver of
notice, (i) 8 consent to the holding of such mecting, or (iit) an approval of the minutes thereof.
The Secretary shall file all such waivers, consents or approvals with the corporate records or
make them a part of the minutes of the meeting.

4.14. MINUTES, PRESUMPTION OF NOTICE. Minutes or a similar record ot the
proceedings of meetings of Owners, when signed by the President or Secretary, shall be
presumed truthfully to evidence the matters described therein. A recitation in the Minutes
executed by the Secretary that proper notice of the meeting was given constitutes prima facie
evidence that such notice was given.

ARTICLE S
AMENDMENTS

These Bylaws may be amended by the vote or written consent of Owners representing at
Jeast (a) a majority of the voting power of each class of the Owners, and (b) a majority of the
Association's voting power represented by Owners other than Declarant; provided that the
specified percentage of each class of Owners necessary 1o amend a specific provision of these
Bylaws may not be less than the percentage of affirmative votes prescribed for action to be taken
under that provision. These Bylaws may be amended by a majority of the entire Board, (i) at any
time before the Close of Escrow for the sale of the first Lot, or (ii) if the umendment is within the
Board’s power to adopt without Owner approval pursuant to the California Corporations Code
and cither (a) the proposed amendment conforms the Bylaws to California law or the
requirements of VA, FHA, DRE, FNMA, GNMA or FHLMC, or (b) the propesed amendment
corrects a typographical error in the Bylaws. Any amendment to these Bylaws which muterially
affects matters listed in Article XII or Section 13.2 of the Declaration must be approved by the
Beneficiaries of that percentage of first Mortgages on the Lots which is specified in the affected
provision of Article XII or Section 13.2 of the Declaration, respectively. If an amendment to
these Bylaws materially affects matters listed in both Article XI1 and Section 13.2 of the
Declaration, the amendment must be approved pursuant to the requirements of both Article XI1
and Section 13.2.

ARTICLE 6
MISCELLANEOUS

6.1. CHECKS, DRAFTS AND DOCUMENTS. All checks, drafts, orders for
payment of money, notes and other evidences of indebtedness issued in the name of or payable
1o the Association must be signed or endorsed in the manner and by the person or persons the
Board designates by resolution, subject to the requirements of Section 2.10.5 for withdrawing
money from the Association’s reserve accounts.

6.2. CONFLICTS. If any of these Bylaws conflict with any laws of the State of
California, such conflicting Bylaws shall be void on tinal court determination to such effeet, but
all other Bylaws shall remain in full force. In case of any conflict between the Articles of

-14-
2609-31 705\SES402\BYLA WS\ 528765.1
07/19/04

Description: Orange,CA Document - Year.DocID 2005.668611 Page: 124 of 188

Order:

u Comment:



Incorporation and these Bylaws, the Articles of Incorporation shall control. In case of any
conflict between the Declaration and these Bylaws, the Declaration shall control.

6.3. EXECUTION OF DOCUMENTS. The Board may authorize any officer or
officers, agent or agents to enter into any contract or execute any instrument in the name and on
behalf of the Association. Such authority may be general or confined to specific instances.
Unless so authorized by the Board, no officer, agent, committee member or employee may bind
the Association by any contract or pledge its credit or render it liable for any purpose in any
amount.

6.4. AVAILABILITY OF ASSOCIATION DOCUMENTS.

6.4.1. Records To Be Maintained. The Association shall keep at its principal
office (or at such other place in or near the Propertics as the Board may prescribe) the
Restrictions and the Association’s books of account; minutes of meetings of Owners, the Board
and committees; and the Membership Register (collectively, the “Association Documents™), each
of which shall be made available for inspection and copying by any Owner or the Owner's duly
appointed representative for a purpose reasonably related to the Owner'’s interest as an Owner.

6.4.2. Limits on Availability. The Board may establish reasonable rules
regarding (a) notice to be given to the custodian of the Association Documents by the Owner
desiring to make the inspection, (b) hours and days of the week when such an inspection may be
made, and (c) payment of the cost of copying any of the Association Documents requested by an
Owner; provided that every Director may at any reasonable time inspect all Association
Documents and the physical properties owned or controlled by the Association, and make
extracts and copies of documents.

6.4.3. Time of Availability. The minutes, minutes that are proposed for
adoption that are marked to indicate draft status, or a summary of the minutes, of uny meeting of
the Board (other than an executive session) must be available to Owners within thirty (30) days
of the meeting. The minutes, proposed minutes or summary minutes must be distributed to any
Owner on request and on reimbursement of the Association’s cost in making that distribution.

6.4.4. Distribution to Owners. No later than ten (10) days after the Association
receives written request from any Owner, the Association shall provide to that Owner a copy of
each of the documents listed in Califonia Civil Code Section 1368(a) that have been requested
by the Owner. Owners must be notified in writing when the budget required in Section 2.10.1 is
distributed or at the time of any general mailing to the entire Association Membership of their
right to have copies of the minutes of meetings of the Board and how and where those minutes
may be obtained.

6.5. FISCAL YEAR. The Board shall select the Association’s Fiscal Year. The
Fiscal Year is subject to change as the Board determines.

ARTICLE 7
NOTICE AND HEARING PROCEDURE

7.1.  INITIAL COMPLAINT. Persons who believe a violation of the Restrictions
has occurred may file 8 complaint with a Person designated by the Board on a form approved by
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the Board. The Board will commence the enforcement process. In its discretion, the Board may
issue one or twe violation letters 1o the Person alleged to have committed the violation
(“respondent”) or set a hearing described in Section 7.2 below. The Board may dircet the
Manager to assist the Board in any of the steps the Board chooses to take in enforcing the
Restrictions except that decisions made at hearings must be made by the Board.

7.2. SCHEDULING HEARINGS. A hearing before the Board to determine whether
a sanction should be imposed may be initiated by the Board after receipt of at least one
complaint. To initiate a hearing, the Board must deliver to the respondent a notice which
includes the following:

7.2.1. Complaint. A written statement setting forth in ordinary and concise
language the acts or omissions with which the respondent is charged,

7.2.2. Basis for Violation. A reference to the specific provisions of the
Restrictions which the respondent is alleged to have violated,

7.2.3. Hearing Schedule. The date, time and place of the scheduled hearing,
7.2.4. Sanctions. A list of sanctions which may be imposed at the hearing.

The date for the hearing may be no less than fifteen (15) days after the date the notice of
hearing is mailed or delivered to the respondent. The respondent is entitled to attend the hearing,
submit a statement of defense to the Board in advance of the hearing, or present a statement of
defense and supporting witnesses at the hearing. If the respondent does not attend the hearing,
the respondent waives these rights.

7.3. CONDUCT OF HEARING. The Board shall conduct the hearing in executive
session, affording the respondent a reasonable opportunity to be heard. Prior to the effectiveness
of any sanction hereunder, proof of notice and the invitation to be heard must be placed in the
minutes of the meeting. Such proof is adequate if a copy of the notice together with a statement
of the date and manner of delivery is entered by the Association officer or Board member who
mailed or delivered such notice. The record of the meeting must contain a written statement of
the results of the hearing and the sanction, if any, imposed.

7.4. IMPOSITION OF SANCTIONS. Afler affording the respondent an opportunity
for a hearing before the Board, the Board may impose any one or more of the following
sanctions: (a) levy a Special Assessment as authorized in the Declaration; (b) suspend or
condition the respondent’s right to use any recreational facilities the Association owns, operates
or maintains commencing on a date in the future sclected by the Board; (c) suspend the
respondent’s voting privileges established under the Declaration; (d) enter upon a Lot to perform
maintenance which, according to the Declaration, is the responsibility of the respondent; or (e)
record a notice of noncompliance if allowed by law. Any suspension of Membership privileges
may not be for a period of more than thirty (30) days for any noncontinuing infraction, but in the
case of a continuing infraction (including nonpayment of any assessment after the same becomes
delinquent) may be imposed for so long as the violation continues. Written notice of any
sanctions to be imposed must be delivered to the respondent personally, by any system or
technology designed to record and communicate messages, facsimile, electronic mail, or other
electronic means, via first class mail or certified mail return receipt requested, or any
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combination of the foregoing. No action against the respondent arising from the alleged
violation may take effect prior to five (5) days after the hearing.

75 LIMITS ON REMEDIES. The Board’s failure to enforce the Restrictions does
not waive the right to enforce them. The remedies provided by the Restrictions are cumulative
and not exclusive. However, any individual Owner must exhaust all available internal
Association remedies prescribed by the Restrictions before that Owner may resort to a court of
law for relief with respect to any alleged violation of the Restrictions by another Owner.
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CERTIF ICATE OF SECRETARY
1, the undersigned, certify that:

NA

2.
Bylaws of the Associatj

IN WITNESS WHEREOF, I have here

unto subscribed m
the Association effective

Yy hand and affixeq the seal of
this 30" day of September, 2004,

Brian Doyle, Secretary o
(SEAL)
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EXHIBIT D
APPROXIMATE LOCATIONS OF ASSOCIATION
MAINTENANCE AREAS IN PHASE 1
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EXHIBIT E-1 AND EXHIBIT E-2

APPROXIMATE LOCATION OF
BELFORD/MARBELLA GENERAL PLAN TRAIL
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EXHIBIT E-1

APPROXIMATE LOCATION OF BELFORD/MARBELLA
GENERAL PLAN TRAIL
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EXHIBIT E-2

APPROXIMATE LOCATION OF BELFORD/MARBELLA
GENERAL PLAN TRAIL
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EXHIBIT F

APPROXIMATE LOCATION OF
OPEN SPACE
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EXHIBIT G
NPDES PERMIT REQUIREMENTS
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Did you know that dumping
one quart of motor oil down
a storm drain contaminates
250.000 gatlons of water?

Storm Water Quality Management Pro s
have been developed by the Orange Cglu:ltny
Public Facilities & Resources Department,
local cities, and other agencies which
participate in the National Pollutant Discharge
Elimination System (NPDES). Their
responsibilities involve encouraging the public
to help protect water quality, monitoring
runoff in the storm drain system, managing
NPDES permnit process for municipalities,
investigating illegal disposals and maintaining
storm drains,

The support of Orange County residents,
businesses and industrics is needed to
improve water quality and reduce the threat
of Storm Water & Urban Runoff Pollution
(SWURP). Proper use and disposal of
materials we use cveryday will help stop
this form of pollution before it reaches the
storm drain and the ocean.

“- & . A Cooperative Project between
: .+ the Connty of Orange, its Cities
- " and the Public Facilities &

Orange County Storm Water Program
Participants:

Anaheim Public Works/Engineering .. {T14) 765-5176
Brea L [P .. (T14) 990-7666
Buena Park Publc Works . ... .. (T14) 562-3655
Costa Mesa Public Works .. ...... ... ... .. . (714) 754-5248
Cypress PublicWorks ................ .. .. (714) 2296740
Dana Polmt PubticWorks . ............ ... . . (949) 248-3562
Fountain Valley Public Works .. ... ... ... (714) 5934400 x347
Fullerton Engineesing Dept ........ ... ... .. (714) 738-6853
Garden Grove PutlicWorks ........... . . ... (714) 741-5554
Huntington Beach Putdic Warks . .......... .. (714) 536-5432
Irvine PublicWorks ........ ... .. . .. .. .(949) 7248315
La Habra Public Services . ............ ... ... (562) 905-9792
La Palma PublicWorks ............ .. ... ... (714) 680-3310
Laguna Beach Public Works ...... ... .. . ... (849) 497-0390
Laguna Hills Engineering . . ... ... ... .. .. ... (949) 707-2600
Laguna Niguel Public Works .. . ... ... .. .. . .. (949) 3624337
Laguna Woods Public Works .. ... ... .. ... . (949) 452-0600
Lake Forest Pubfc Warks ........ .. ... .. . (949) 461-3480
Los Alamitos Community Dev . ...... ..., (562) 431-3538 x301
Mission Viejo Public Works ... ... ... ... .. .. .(849) 470-3095
Newport Beach Public Works ... .... ... ... . (949) 844-3311
Orange PublicWorks . ......... ... ... .. . (714) 744-5551
Placentia E: iNg ... (714) 993-8131
Rancho Santa Margarita ... ... F (949) 635-8000
San Clemente Engineering .......... ... . (949) 361-6118
San Juan Capistrano Engmeering . ... ... .. .. (949) 493-1171
Santa Ana PublicWorks .. ... ... ... (714) 647-32380
SealBeachEngineering . ..... .. ... ... (562) 431-2527 x318
Stanton Pubtic Works .. ... ... . (714) 379-9222 x204
Tuslin Public Works Engineering ... ... ... . . (714) 573-3150
Ville Park Engineering . ...... . ... .. . . .. (714) 998-1500
Westminster Public Works Eng. .. .. (7T14) 898-3311 x229
Yorba Linda Engineering ... ... . . (T14) 961-7170 x174
Orange County Storm Viater Program ...... .. ... (714) 567-6363
24 Hour Water Pottuben . ... ... (714) 5676363 or
Problem Reporting Hothne ......... . . | E-mail information to
#Shoyk@pfrd.co.orange.ca.us
American Oogans Campagn .. ......... W, org
Other Important Phone Mombers:
For Additional Brociwres (714) 567-6363
For Recyding Tes mmwmm

0; C. Househad Hazasdous Waste information
714} §34-67S2 or WWW.0C.Ca.govAWMD
Chemical and Hazardous Maserials Spit Emorgencies 911
Locations that acompt used motor of, Cakforrea integrated
Waste Managemern Boaro (800) 553-2962 or
www.CIWMB.ca.gov

Agricuilure chemicas, pesticides aud possible atematives:
0.C. Agricunste Cornmissinmer {714) 447-7100

Industries reganding Hazardous Rzt 2pnd Underground

- Agency.
Environmental Heain Divisiony Hazardous Materials Management
Saction (714) 667-3700

The Ocean

begins at your
fiont door!

Slorm &= & Loben Boneli Pallution (SWURF )
And ¥t You Low Hu Yo Sop )
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Even though you live miles from
the Pacific Ocean. you may be
polluting it without knowing it.

Did You Know...

Anything we use in our home, car and
business tike motor oil, paint, pesticides,
fertilizers and cleaners can wind up

in the street.

A little water from rain or a garden hose
can Carry asstomotive and house hold
materials through the storm drain polluting
bays, wettands and the ocean. Storm drains
are there to drain water off the street-not
for disposal of hazardous materials,

Before you pour
anything into the
gutter or down the
drain, stop and think!

A
— e ———

Because stenm ecatus me weperaie from o sewer sy
"mhm&:mmw“m

St L O YR ——

Where Does it Go?

These poitutants flow together on a
Jjoumey from the storm drain to the flood
contrai channel where it can eventually
emply into the ocean. This type of poliution
is called Storm Water & Urban Runoff
Pollution (SWURP) and is a serious threat

to the beaches and ocean of Southem

What Is Storm Water & Urban
Runoff Follution (SWURP)

Storm water runoff refers to seasonal rainfall
flows. it is very noticeable during a heavy
raln storm when large volumes of water drain
off paved areas. Urban runoff can happen
anytime of the year when excessive water
use from irrigation, car washing and other
sources carries fitter, lawn clippings and
other urban pottutanis into storm drains.
Even an automobile leaking motor oil 20
miles inland can still pollute the ocean.

How Is It Different From Other
Forms of Water Pollution?
SWURP can include anything that washes
into the storm drain from the community.
Unlike water pollution linked to factories or
sewage treatment piants, SWURP can come

from city streets, neighborhoods, farms, con-
struction sites and parking lots.

Storm drains go directly
inte channels and creeks...

Storm Water & Urban Runoff
Pollution Comes From:
[J Automative teaks and spills.
() trproper disposal of used oil and other
engne fluids down the stonm drain.
() Metals found in vehide exhaust, weathered
paint, rust, metal plating and lires.
] Pesticides, herbicides and fertilizers (rom
lawns, gandens and fanns.
[ Impraper disposal of cleaners, paint and
paint removers.
[ Soi erosion and dust debris from landscape
and construction adlivities.
(U Litter, lawn clippings, animal waste and
olher organic matter.
L) Oil stains en parking kots and paved surfaces.

Storm Water & Urban Runoff
Poliation And The Ocean

SWURF may hene a serious impact on water
quatity in Orange Courty. Foltutants from the
storm drain system can hannm marine life as
well as coastal and wetland habitats. It can also
degrade recreation areas such as beaches,
harbors and bays.

...and througk wetiands and
bays to the ocean.

o



City of San Juan Capistrano
32400 Pasao Adelanto, CA 82675
(848) 493-1171

(940) 493-1083 (FAX)
www.sanjuancapistrano.org

PROPER DISPOSAL OF FATS, OILS AND GREASE

Where does it come from? Most of us know grease as a byproduct of cooling. Grease is found in

such things as:

. Meat Fats . Food Scraps

. Lard . Baking Goods
. Cooking Qil . Sauces

. Shortening . Dairy Products
. Butter and Margarine

Too often, grease is washed into the plumbing system, usually through the kitchen sink. Grease sticks
to the inside of sewer pipes (both on your property and in the streets). Over time, the greass can build

up and block the entire pipe.

Home garbage disposals do not keep grease out of the plumbing system. These units only shred solid

material into smaller pieces and do not prevent grease from going down the drain.

Commercial additives, including detergents, that claim to dissolve grease may pass grease down the

line and cause problems in other areas.

The results of a grease blocked sewer pipe can be:

. Raw sewage overflowing in your home or your neighbor’s home;

. An expensive and unpleasant cleanup that often must be paid for by you, the homeowner;

. Potential contact with disease-causing organisms;

. An increase in operation and maintenance costs for the City sewer department, which causes

higher sewer bills for customers.

What we can do to help:

The easiest way to solve the grease problem and help prevent overflows of raw sewage is to keep this

material out of the sewer system in the first place.

. Never pour grease down sink drains or into toilets;

. Scrape grease and food scraps from trays, plates, pots, pans, utensils, and grills and cooking
surfaces into a can or the trash for disposal (or recycling)

. Do not put grease down garbage disposals. Put baskets/strainers in sink drains to catch food
scraps and other solids, and empty the drain baskets/strainers into the trash for disposal:

. Speak with your friends and neighbors about the problem of grease in the sewer system and

how to keep it out.
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City of San Juan Capistrano
32400 Paseo Adelanto
San Juan Capistrano, CA
92675(949) 493-1171
(949) 493-1053 (FAX)
www.sanjugncapistrano.org

WASTE OIL COLLECTION CENTERS

The County of Orange and all the Cities in Orange
County are committed through a cooperative
Stormwater Program to controlling the discharge of
pollutants in to the storm drain system. As part of this
effort, a comprehensive list of waste oil collection
centers has been compiled by region so residents
may conveniently dispose of their waste motor oil.

The following localions within each city will accept
waste motor oil in quantities of up to five gallons.
Since locations, volume limits, business hours and
fees change, please contact the facility prior to taking
waste oil to that locations. Waste oil filters may not
be disposed of with regular household trash and
must be taken to a hazardous waste collection or
recycling center in Anaheim, Huntington Beach,
Irvine or San Juan Capistrano. The listing of
companies in this fiyer does not constitute a
recommendation or endorsement of the company.

This information was provided by the County of
Orange Integrated Waste Management Department
and the California integrated Waste Management
Board (CIWMB). For additional information about the
proper disposal of household hazardous waste call
the Household Waste Hotline at (714) 834-6752. For
additional information about the nearest il recycling

center call the CIWMB Recyding Hotiine at 1-800-
533-2962.

San Juan Capistrano

Saturn of San Juan Capistrano

33033 Camino Capistrano

Texaco Xpress Lube
27201 Ortega Highway

Dana Point

Dana Point Fuel Dock
34661 Puerto PI.

EZ Lube Inc.
34242 Doheny Park Rd.

Laguna Niguel

Econo Lube N Tune
27912 Forbes Road

Laguna Niguel Services Center

26042 Cape Drive #12

Suspension Plus
27972 Forbes Road #C

Laguna Hills

Alicia Mobil Services
25491 Alicia Parkway

David J. Phillips Buick
24888 Alicia Parkway

EZ Lube
24281 Moulton Parkway

Kragen Auto Parls
26562 Moulton Avenue

Tire Station
24196 Laguna Hills Mall

(949) 248-5411

(949) 489-8008

(949) 496-6113

(949) 477-7408

(949) 364-5833

(949) 582-2191

(949) 365-1070

(949) 472-9692

(949) 831-0434

(949) 830-9840

(949) 831-0434

(949) 581-4700

Mission Viejo

AAA Complete Auto Care & Tire

27913 Center Street (949) 347-8200
Autobahn West

27210 La Paz Road {949) 770-2312
Darrell Witliams Chevron

27650 Santa Margarita (949) 586-7319
Direct Performance LLC

23662 Via Fabricante #8 {949) 837-1988
Econo Lube & Tune

25902 El Paseo (949) 582-5483
Jiffy Lube

27240 La Paz Road (949) 455-0470
Kragen Auto Parts

24510 Alicia Parkway (949) 951-9175

Mission Viejo Chevron
27742 Crown Valley Pkwy

Oilmax 10 Minute Lube
25800 Jeronimo Rd. #300

Purrfect Auto Service
23255 Madero, Suite B

Ramona Auto Services
27210 La Paz Road
San Clemente

Big O Tire
927 N. El Camino Real

Kragen Auto Parts
1113 S. El Camino Real

(949) 364-0137

{949) 259-3069

(949) 452-0645

(349} 583-1233

(949) 443-4155

(949) 492-3850
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f 'mur new oie!

As you begin to work on making your new
heuse your heme, Cakifarnia‘s heme builders
want to remind you of the it .
¥EU LR 2lay in protecting and preserving
our state’s valuadle water regsurces and
envirenment.

How you perform the special and routine
activities Cesiged to maintain the beauty and
comfort of your home — fram painting a room
to caring for your lzwn and garden — CaR

have a significa? impact on the
quality of Cafitsrnia’s water resources and the
region’s environment.

When your home was buitt, extensive
precaitions were taken by hame
builders to prevent te local Creeks,
streams, and waterways from being poltuted
by water runef and deb-is 2¢ the construction
site. The {ow glastic feaces and tay bales you
may have seen in the constraction areas
represent the types of savironmental
Tanagermeny measures wsed to limit eresion
arvd stenm water runess,

Rew 1 1T 0T fusv. Mere are several
smﬁ@mformmfdumwdo
your part in kesping uater cean for your

=
B

the wateir cle ﬁ keep

Properly use and store all toxic
products, including sphems
paints and cleaners. Use
completely paint cleaners and
other products or share Jeftovers with a neighbor.

Teke househstd hara~dous materials
! containers, such &s pesticides and used
@\ motor oil ta @ hazawions material

% coltention cewter. Cuntact the County
p fi

ot the nearest location.

Use kitty titter or sther atworbent materials to
clean spllis, rather than bosivg down spifls.
Depending on the substance, dispese used
ahsorbent materials in the trash can or at a

hazardous materials ce¥ection canter.

Rinse water-based paint beasves in
the sink. Filter and rease paint
thinner or brush cleanzes. Bispose of
used thinner, oil and latex paim at a
hazardous mzverials soliectisn canter.

Use pesticides, +rervinides and feridtizers in
acoerdance mith et Brarachites. Do not apply
before rain and always dimpase of leftovers
at & trzartiows materials collections center.

Cantrol erpsion sring Jandscaping
prujents ts grevent dirt and debris
~ from exdering storm drains.

~EFEME

f‘.ﬁ«:‘f gavironment.

P
R -8 )

Conserye water oy wsing laraticaping mateviais
that are suited to your clirnate.

Theow atl rsbbish in tightly
sealed trash cans. Reoycle
reusable materials, turt be sure

materials wan't lisa out of the
recycling bin before they are collrcizd. Pick up
and properly dispose of litter in yer
neighborhocd.

Use 2 bronm ratie than a hose to clzan up

gardien Lippings Fut leaves and clippings in 2

tré&sh can Br a8 COMPESL Jite.

° Divert rain spuusts and
garden tieses away frosm parsd
surfaces and 0o araw to attow

water tn filter tvough the soil,

Pragram your wateving systern dn
water ks during the rauny season, anvd
G a’ remember 4¢ e the soriablers off on
,h expectat! rainy doxs.

= Leovsprye wsier when washing your
car. Wash empines af & Whr it Moursel{ Car Wash
wiere the aemase is wit

conrected te the storm Orain.

Pk up animal waswe e
disposr In4he Bask gan
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Orange County Stormwater Program

10852 Douglass Road
Anaheim, CA 92806
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Pool Maintenance and
the Water Quality Act

This brochure is presented to you to
explain the regulatory issues regarding
the discharge of pool water and the two
methods by which it may be discharged.

Many pools are plumbed to allow the
discharge to go directly to the sanitary
sewer. This is an acceptable and
preferred method of disposal.

Where the discharge of pool water to
the sanitary sewer is not feasible,
federal law allows the release of
dechlorinated swimming pool water. In
Orange County the guidlines for such
releases requires pool owners to ensure
that all the following criteria are met:

*The residential chlorine does not
exceed 0.1 mg/| (parts per million);

*The pH is between 6.5 and 8 5:

"The water is free of any unusual
coloration;

*There is no discharge of filter media;

*There is no discharge of acid cleaning
wastes; and

*Any pipe connection to the
stormdrain system has permits
from the city or county having
Jurisdiction.

By ensuring compliance with these
criteria, you will make a significant
contribution toward keeping poliutamts
out of Orange County's creeks, streams
and receiving waters and help to
protect organisms that are sensitive

to pool chemicals.

Compliance with this guidance can be
verified using a pool testing kit. Excess
chlorine can be removed by removing
the chlorine tablets for a couple of days
prior to discharge or by purchasing
dechlorinating chemicals from local pood
supply companies.

info the gutter or storm drain,

Before you allow anything to go T%
s
stop to think. §2

channels and creeks, through

Storm drains run directly into !/
wetlands and to the ocean.

Remember the ocean begins at
your front door.
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City of San Juan Capistrano

FF-2

BUILDING MAINTENANCE
AND REPAIR

Stormwater runoff from building repair, remodeling, and other maintenance activities
can be contaminated with toxic hydrocarbons in solvents, other toxic organic
compounds, suspended solids, heavy metals, abnormal pH, and olis and greases. The
attached BMPs are recommended to be used on an as needed and on a case by case
basis. S8ome BMP might not apply in certain situations and will not be used. The
provided BMPs are potential measures that could be used, individually or collectively, as
the situation requires, and as determined by staff. Specific activities may involve one or
more of the following:

Building Maintenance
Material 8torage
Building Cleaning
Graffiti Cleaning
Painting

I e

POLLUTION PREVENTION:

Pollution prevention measures have been considered and incorporated in the model procedures. Implementation of
these measures may be more effective and reduce or eliminate the need to implement other more complicated or
costly procedures. Possible pollution prevention measures for building maintenance and repair include:

. Use dry cleaning methods whenever feasible.
. Use a waterless and non-toxic chemical cleaning method for graffiti removal.
. Once per year, educate municipal staff on pollutien prevention measures.
SJC FF-2 Building Maintenance and Repair.doc 1 2113/03
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SJC FF-2

MODEL PROCEDURES:
1.  Building Maintenance

General Guidelines ¥’ Review maintenance activities to verify that they minimize the amount of
pollutants discharged. Keep accurate maintenance logs to evaluats
Sae Minar Construction procedure materials removed and improvements made.

shaet v If when repairing roofs, small particies have accumulated in the gutter.
githar sweap aut the gutter ar wash the guttar and trap tne parlisles at the
outlet of the downgpout. A sock o geofabnic placed over tha autlet may
affectively trap the materials. If the dewnepout is tight lined, place &
temporary plug at tha first convenient paint in the starm drain and ayrmp
out the water with a vactor truek and ¢lean the gtarm drain inlet where
you placed the plug if necessary.

v If water Is used for cleaning out gutters, saal stomm drain inlets to pravent
water from entering. Either direct the water to a Isndscaped area or
dispose of properly.

v When the work involves exposing large areas of soil, employ the
appropriate soil erosion and control techniques.

v’ Clean storm drain inlets in the immediate vicinity of the construction
activity after it is completed, if necessary.

Good Housekeeping v’ Keep the work site clean and orderly. Remove debris in a timely fashion.
Sweep the area.

v’ Cover materials of particular concern that must be left out, particularly
during the rainy seasan.

¥ Do not dump waste liquids dewn the gtorm drain.
v Rraperly dispose of wash water, sweapings, and sediments; do not allow
thase malerials to enter the storm drain.
Splll Regponse v’ Clean up spills immediately.

Also ses Spil Prevention and v Ifq spill occurs on dirt, excavate and remove the contaminated (stained)
Control procedure sheet soil.

2. Material Storage

Also see Material Storage/ ¥ Properly store and cover materials that are normally used in repair and
Handlingl Disposal procedure remodeling such as paints and solvents, to protect them from rain.
shest v Properly store and dispose waste generated from the activity.

SJC FE-2 Building Maintenance and Regair.dae 2 pIEiX]
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$JC FE-2

3 Bullding Cleaning

General Guidelines ¥" When cleaning building exteriors and walls composed of glass, steel, or
painted surfaces with no lead or mercury:
<> Note: Permission - Do not allow wash water to enter the storm drain, without
must be obtained for appropriate BMP.
;’;’;ﬁ'fg;:ﬁg 3; - When washing without soap, discharges can be directed to
sanitary sewer from landscaped or dirt areas.
the local sewering - When washing with soap, use bio-degradable soap, direct
agency. discharges to the sanitary sewsr if permitted to do so or

vacuum/pump water to a tank and dispose of properly

v When washing building exteriors painted with lead-based or mergury
additive paint:

- Do not allow discharges to enter storm drain.

- Vacuum/pump discharges to a tank

- Dispose of as a hazardous waste as needed
v' When acid washing mineral deposits:

- Do not allow discharges to enter storm drain.

- Rinse treated area with alkaline soap and direct washwater to a
landscaped or dirt area

- Altematively, washwater may be collected and neutralized to a pH
between 6 and 8, and disposed of properly.

4. Graffiti Cleaning

Graffiti Removal v’ Avoid grafiiti abatement activities during rain events.
v’ When graffiti is removed by painting over, implement the procedures under
Al Roads, Streets, and o ) . ! :
H,:Z::;a gzzf,ﬂo,'fmd o Painting and Paint Removal in the Roads, Streets, and Highway Operation
Maintenance procadure sheel. and Maintenance procedure shest.

v’ Protect nearby storm drain inlets prior to removing graffiti from walls, signs,
sidewalks, or other structures needing grafiiti abatement. Clean up
afterwards by sweeping or vacuuming theroughly, and/or by using absorbent
and praperly dispasing of the absorbant,

v Note that care should be taken when disposing of waste since it may need
to be disposed of as hazardous wasts.
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5. Painting

General Guidelines v’ Davelop paint handling procedures for proper use, storage, and disposal of
painls.

v’ Painting operations should be properly enclosed or covered to avoid drift.

v If transporting paint and materials to and from job sites, use containers with
secure lids and tie down to the transpont vehicla.

v’ Test and inspect spray equipment prior to starting to paint. Tighten all hoses
and connections and do not overfill paint container.

v Mix paint indoors before using so that any spill will not be exposed to rain.
Do so even during dry weather because cleanup of a spill will never be
100% effective.

v’ Transfer and load paint and hot thermoplastic away from storm drain inlets.
v Replace paints containing lead or tributyltin with less toxic alternatives.

v’ Where there is significant risk of a spill reaching storm drains, plug nearby
storm drain inlets prior to starting painting and remove plugs when job is
complete.

v If sand blasting is used to remove paint, cover nearby storm drain inlets prior
to starting work and collact wash water and digpose of properly.

v If painting requires scraping or sand blasting of the existing surface, use a
ground cioth to caliect the chips. Dispose of the residue properly.

v If using water based paints, clean the application equipment in a sink that is
connected to the sanitary sewer.

v’ Brushes and tools covered with non-water-based paints, finishes, or other
materials must be cleaned in a manner that enables collection of used
solvents (e.g., paint thinner, turpentine, etc.) for recycling or proper disposal.
Waste solvents or oil based paints must be disposed of as hazardous waste.

Paint Disposal v Paints containing lead or tributy! tin are considered a hazardous waste and
must be disposed of at an appropriate hazardous waste facility.

v’ Properly store leftover paints if they are to be kept for the next job.
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LIMITATIONS:

Safer alternative products may not be available, suitable, or effective in every case.

REFERENCES:

California Storm Water Best Management Practice Handbooks. Municipal Best Management Practice Handbook.
Prepared by Camp Dresser & McKee, Larry Walker Associates, Uribe and Associates, Resources Planning
Associates for Stormwater Quallty Task Force. March 1993

Model Urban Runoff Program: A How-To Guide for Developing Urban Runoff Programs for Smail Municipalities.
Prepared by City of Montarey, City of Santa Cruz, California Coastal Commission, Montarey Bay National Marine
Sanctuary, Associgtion of Montsrey Bay Area Governments, Woodward-Clyde, Central Coast Regional Water Quality
Control Board. July. 1998.

Oregon Association of Clean Water Agencies. Oregon Municipa! Stormwater Toolbox for Maintenance Practices.
June 1998.

Santa Clara Valley Urban Runoff Pollution Prevention Program. 1997 Urban Runoff Management Plan. September
1997, updated October 2000.
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City of San Juan Capistrano

FF-11 “"”’“J

|
|
|
|

VEHICLE AND EQUIPMENT
CLEANING

oAl

Vehicle and equipment cleaning activities can contribute toxic hydrocarbons and other
organic compounds, oils and greases, nutrients, heavy metals, and suspended solids to
stormwater runoff. The attached BMPs are recommended to be used on an as needed
and on a case by case basis. Some BMP might not apply in certain situations and will
not be used. The provided BMPs are potential measures that could be used, individually
or collectively, as the situation requires, and as determined by staff. Use of the
procedures outlined below can prevent or reduce the discharge of pollutants to
stormwater during vehicle and equipment cleaning.

1. Inspection and Cleaning of Stormwater Conveyance Structures
2. Controlling lllicit Connections and Discharges
3. Controlling lilegal Dumping

POLLUTION PREVENTION:

Pollution prevention measures have been considered and incorporated in the model procedures. Implementation of
these measures may be more effective and reduce or eliminate the need to implement other more complicated or
costly procedures. Possible poliution prevention measures for vehicle and equipment cleaning include:

e Use outside service agencies to clean vehicles and equipment.

° Once per year, educate municipal staff on pollution prevention measures.

MODEL PROCEDURES:

If your facility washes or steam cleans a large number of vehicles or pieces of equipment, consider contracting out
this work to a commercial business. These businesses are better equipped to handle and disposs of the wash
waters properly. Contracting out this work can also be economical by eliminating the need for a separate
washing/cleaning operation at your facility.
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If washing/cleaning must occur on-site follow these procedures:

v Use designated, covered, wash areas to prevent contact with stormwater
and bermed to contain wash water.

¥ Note. Parmission
must be obtained for v Designaled wash areas must be well marked with signs indicating where
any discharge of and how washing must be done.
3,’,?,;’;:’,:2,’35," v Wat_er may be discharged to the sanitary sewer after flowing through a
the lacal sewening clarifier. If the above conditions are not met, other pre-treatment may be
ageancy. required.

v Do not permit stegm cleaning or engine degreasing at the wash out areq.

v Washing operations should be condusted in a designated wash arsa having
the following charactenistics:

- Paved with Portland cement congrete

- Covered or bermed to prevent contact with storm water
- Sloped for wash water collection ’

- Connected to the sanitary sewer - upon approval,

- Clearly designated

LIMITATIONS
Steam cleaning can generate significant poliutant concentrations requiring permitting, moanitoring, pretreatment, and

inspections. The measures outlined in this procedure sheet are ingufficient to addrees all the environmental impacts
and compliance issues related to steam cleaning.

REFERENCES:

California Storm Water Best Management Practice Handbooks. Municipal Bast Management Practice Handbook.
Prepared by Camp Dresser & McKee, Larry Walker Assaciates, Uribe and Associates, Resources Planning
Assaciates for Stormwater Quality Task Force. March 1993,

The Stormwater Mangers Resource Center (htlp:llwww.stormwatercenter.net/)

Model Urban Runoff Program: A How-To Guide for Developing Urban Runoff Programs for Small Municipalities.
Prepared by City of Monterey, City of Santa Cruz, California Coastal Commission, Monterey Bay National Marine

Sanctuary, Association of Monterey Bay Area Governments, Woodward-Clyde, Central Coast Regional Water Quality
Control Board. July. 1998.
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City of San Juan Capistrano

FF-13

WASTE HANDLING AND
DISPOSAL

Improper storage of solid wastes can allow toxic compounds, oils and greases, heavy
metals, nutrients, suspended solids, and other poliutants to enter stormwater runofy.
The discharge of pollutants to stormwater from waste handling and dispasal can be
Prevented and reduced by tracking waste generation, storage, and disposal; reducing
waste generation and disposal through source reduction and recycling; and preventing
run-on and runoff. The attached BMPs are recommended to be used on an as needed

not be used. The provided BMPs are potential measures that could be used, individually
or collectively, as the situation requires, and as determined by staff. Proper waste
handling and disposal activities include the following:

1. Litter Control

2. Waste Oollestion

3. Spilil.leak Gontral

4, Run-on/Runoff Pravention
POLLUTION PREVENTION:

Pollution prevention measures have besn considered and incorporated in the modsl procedures. Impiementation of
thase measures may be more effective and reduce or eliminate the nead to implement ethar mora aomplicated or
coetly procadures. Possible pollution prevention measyres for waste handling and dispesal incluge:

*  Reuse products when possible.

* Recycle leftover products that are recyclable.

e Once per year, educate municipal staff on pollution prevention measures.
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