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FIRST AMENDMENT TO

1 •T1
DECLARATION OF COVENANTS, CONDITiONS, RESTRICTIONS AN]) [D&J

RESERVATION OF EASEMENTS FOR PRESH)ENTS CLUB AN!) RESORT

- This First Amendment to Declaration of Covenants, Conditions, Restrictions and
Reservation of Easements for Presidents Club and Resort ("Amendment") is made by DAVSHA,
L.L.C., a California limited liability company ("Declarant").

A. Declarant is the master developer of a planned residential developmentlocated
in the City of lndio, County of Riverside, State ofCalifornia known as "Indian Palms Country Club"
("Properties'), pursuant to a Declaratibn of Covenants, Conditions and RestrictiOns and Reervation
of Easements for the Properties which was recorded on October 7, 1999, as Document No. 1999-
446156, in Official Records of Riverside County, California ("Declaration').

.B. Pursuant to the Declaration the Properties are governed by IndianPalms
Country Club Association, a California nonprofit mutual benefit corporation.("Maintenance
Association'), formerly known as "Presidents Club and Resort community Association."

C. In accordance with Section 12.2 of the DeclaratiOn, Declarant wishesto amend
the Declaration as set forth below. By their signatures below, the undersigned officers hi the
Maintenance Association certi' that the approvals of this Amendment by the Members, the Delegates,
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First Mortgagees and the City, if any, which are required under Section 12.2 of the Declaration have
been obtained.

NOW, THEREFORE, Declarant hereby declares as follows:

1, Definitions. Except as otherwise expressly provided herein, the capitalized
terms used in this Amendment shall have the same meanings as are given such terms in the Declaration.

2. Annexable Area. Erhibit "C" of the Declaration is deleted inits entirety
and the attached Exhibit "C" is substituted in lieu thereof,

• 3. Ratification. Except as expressly amended herein, the terms of theDeclaration
• are ratified and continued.

DECLAIt4NT:

DAVSHA, L.L.C.,

By:

STATE OP CALIFORNIA )
)ss.

COUNTY OF Jf 1ALQJC(

liability company

Its Manager L F 4

On !14 fr ,2002,beforeme, 7i.tii L2J1QdJ-
Notary Public in and for said State, personally appeared , /4/si'€'74
personally known to me (or proved to me on the basis of satisfactory evidence) to be the person whose

• name is subscribed to the within instrument and acknowledged t me that (he) (Se) executed the same
•

in (his) (her) authorized ca$city, and that by (his) (her) signatureon the instrument the person, or the
entity upon behalf of which the person acted, executed the instrument.

WITNESS my band and official seal.•_______
Notary Public in d for said State

—SI GARY

(SEAL) j Commj1on # iztsa't
Noin'yvublic-Caflfomb

•R!verside CountyL MriijflsAçs)7,ZU3 -2-rnerfl -
I' ll 11111111 ff11 111111111 II II
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CERTIFICATE OF OFFICERS OF MAINTENANCE ASSOCIATION

The undersigned officers of Indian Palms Country Club Association, a California
nonprofit mutual benefit corporation, certify, as provided in Section 12.2of the Declaration, that (i) the
requisite number of Delegates have consented in writing to theforegoing Amendment, and (ii) this
Amendment does not require the consent of the City orthe holders, guarantors or insurers of first

Mortgages.

Printed Name:

Office:

Signatuie:

Printed Name;

Office:

.11111!! 11111111111111111/1111111111111!
iii 1111111111111
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GARY bVtSLI

Notary Public - Caiitorrga
R?vOrsfrjeCounly

-

7<C
Notary'Pii&ic in and f0Zid State

(SEAL) GWWiEDL
Commjntan# 1273681

Notary Public - California
R(vedth Coun%y

—

MyCcrnntEflesApi7,2c03
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STATE OF CALIFORNIA )
)ss.

COUNTY OF tco( )

On ______________,2002,beforéme, Gsz LJ� Q
Notary Public in and for said State, personally appeared fAt! L -

personally known to me (or proved to me on the basis of satisfactory evidence) to be the person whose
name is subscribed to the within instrument and acknowledged to,me that (he) (she) executed the same in
(his) (her) authorized capacity, and that by (his) (her) signatureon the instrument the person, or the entity
upon behalf of which the person acted, executed the instrument.

WITNESS my hand and official seal.

Notary Public in

(SEAL)

STATE OF CALIFORMA )
) ss.

COUNTY OF__________ )

On 1144 k. -, 2002, before me, 4tt t-4ef!
Notary Public in and for s1Aid State, personally appeared- j? k k / it
personally known to me (or proved to me On thebaàis of satisfictory evidence) to be the person whose
name is subscribed to the within instrument and acknowledged to meithat (ho) (she) executed the same in
(his) (her) authorized capacity, and that by (his) (her) signatureon the instrument the person, or the entity
upon behalf of which the person aeted, executed the instrument.

WITNESS my hand and official seal.
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DECLARATION OF COVENANTS,
CONDITIONS, RESTRICTIONS ANJYRESERVATION

OF EASEMENTS
FOR

PRESIDENTS CLUB AND RESORT

THIS DECLARATION OF COVENANTS, CONDITIONS, RESTRICTIONS AM)
RESERVATION OF EASEMENTS ('Declaration") is made by DavSha, L.LC., a California
limited liability company ("Declarant"). Except as otherwise specified herein, the capitalized
words and phrasesused in this Declaration shall have the meanings specified in Article I hereof.

PREAMB LE:

A. Declarant is the owner of certain real property (exclusive ofpublic rights-of-way)
in the City of Indio, County of Riverside, State ofCalifornia, described inEx/zibis "A"a.nd
Erhibis "B" hereto, which property constitutes the First Subdivision.

13. All of the Properties will be developed with certain common objectives, and
Owners of Lots or Condominiums will have certain common interests. The Residential Aiea and
the Apartment Area, if any, will be developed to preservethe value of and to benefit all the
property within the Properties, even though the Residential Area and the Apartment Area, if any,
are of slightly different character. The common development plan imposes reciprocal burdens
and benefits on all of the Properties, such that all portions of the Properties are both burdened by
the provisions of this Declaration for the benefit of theother portions of the Properties, and
benefited by the burdens imposed on the other portions ofthe Properties.

C. Declarant wishes to have deemed it desirable to create a "master planned
community" (as defined in Section 2792.32 of Title 10 ofthe California Code of Regulations)
which is a common interest development pursuant to the Davis-StirlingCommon Interest
Development Act, including the Maintenante Association formed under the NonprofitPublic
Mutual Benefit Corporation Law of the State of California. The Maintenance Association is
delegated and assigned the powers and functions of (1) owning,maintaining and administering
the Maintenance Property for the use of its Members and authorized guests, (2) administering
and enforcing the Restrictions, and (3) collecting and disbursing theassessments and charges
hereinafter created.

D. All of the Properties shall be held, sold, conveyed, encumbered,hypothecated,
leased, used, occupied and improved subject to the easements, restrictions,covenants, conditions
and equitable servitudes contained in this Declaration, all of which are for the purpose of
preserving and protecting the value, attractiveness and desirability of the Properties, in
fUrtherance of a comprehensive plan for the protection, maintenance, subdivision,improvement
and sale of the Properties, or any portion thereof Thecovenants, conditions, restrictions,
reservations, easements, equitable servitudes, liens arid charges set forth hereinshall (1) run with

—l —
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the Properties; (2) be binding upon all persons having anyright, title or interest in the Properties,
or any part thereof, their heirs, successive owners and assigns; (3) inure to the benefit of every
portion of the Properties and any interest therein; (4) inureto the benefit of and be binding upon
Declara.nt, the Merchant Builders, and their successive owners and each Owner and his or her
respective successors-in-interest; and (5) may be enforced by Declarant, anyMerchant Builder,
any Owner or the Maintenance Association.

ARTICLE I
DEF1PUTIONS

Unless otherwise expressly provided, the following words and phrases whenused in
this Declaration shall have the meanings specified below.

1.1. Ann exable Area.
The real property described in Exhibit "C, "all or any portion of which property may be made
subject to this Declaration pursuant to the provisions of ArticleII hereof.

1.2. Apartment Area.
All of the real property so classified as "Apartment Area" from time to time in a Supplemental
Declaration, as provided in Article II hereof, which is developed or designated for development
with Improvements suitable for multi-Family apartment use. Except as otherwiseexpressly
provided in the Supplemental Declaration annexing an A'partment Area to the Properties, all
Apartmedt Areas in the Properties are exempt from (I) theprovisions of Article VII, Residential
Area Use Restrictions, and (ii) except as provided in Section8.3 the provisions of Article VIII,
Residential Area Architectural Control.

1.3. Architectural Committee.
The architectural and landscaping conirnittee created pursuant to Article VIIIhereof.

1.4. Architectural Committee Rules.
The A.rchitectural.ComniJttee design standards, procedures, rules and guidelines which maybe
adopted by the Board pursuant to this Declaration, as amended.

1.5. Articles.
The Articles of Incorporation àf the Maintenance Association, as amended. A copy of the
Articles is attached hereto as E±lzibit "I)."

1.6. Assessment Unit.
The arithmetical value allocated to each Lot and Condominium pursuantto Section 6.5.1 hereof,
for purposes of calculating the share of Common Expenses attributableto such Lot or
Condominium.

1.7. Beneficiary.
A Mortgagee under a Mortgage or a beneficiary under adeed of trust, as the case may be, and the
assignees of such Mortgagee or beneficiary.

-2-
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1.8. Board or Board of Directors.
The Maintenance Association Board of Directors elected in accordance withthe Maintenance
Association Bylaws and this Declaration.

1.9. Budget.
A written, itemized estimate of the Maintenance Association's income andCommon Expenses
prepared pursuant to the Bylaws.

1.10. Bylaws.
'The Maintenance Associatio&s Bylaws adopted or to be adopted bythe Board initially in the
form of Exhibit "E" attached.hereto, as amended.

1.11. Capital Improvement Assessment.
A charge against the Owners and their Lots and Condominiums, representing the Maintenance
Association's costs to install or construct any Improvements on anyportion of the Maintenance
Property.

1.12. City.
The City of Iiidio, in the County of Riverside, Stateof California, and its various departments,
divisions, employees and representatives.

1.13. Close of Escrow.
The date on which a deed or other such instrument is Recorded conveying a Lot or Condominium
in the Properties pursuant to a transaction for which aPublic Report is required, with the
exception of (i) deeds between Declarant and (a) any successorto the rights of Declarant
hereunder or (B) any Merchant Builder, or (ii) deeds between Merchant Builders.

1.14. Common Area.
The area within any portion of the Properties designated in a Project Declaration as "common
area" (as defined in Section 1351(b) of the California Civil Code) for the primaiy benefit of or
maintenance by the Owners within a particular Planned Development orCondominium Project
within the Properties.

1.15. Common Assessment.
The charge against each Owner and his Lot or Condominium, representing a portion of the
ordinary Com.rnon Expenses for maintaining, improving, repairing, replacing, managing and
operating the Maintenance Property, which charge shall be levied among all Owners and their
respective Lots and Condominiums, as provided herein. Common Assessments shall include all
late payment penalties, interest charges, attorneys' fees or other costsincurred by the
Maintenance Association in its efforts to collect all assessments (other than Special Assessments)
authorized pursuant to this Declaration.

-3-
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1.16. Common Expenses.
Subject to Article VI, the actual and estimated costs of: maintaining, managing, operating,
repairing and replacing the Maintenance Property; unpaid Special Assessments, Reconstruction
Assessments and Capital Improvement Assessments, including those costs not paid by the Owner
responsible for payment; managing and administering the Maintenance Association including,
but not limited to, compensation paid by the Maintenance Associationto Managers, accountants,
attorneys arid other consultants and employees; all utilities, gardening, andother services
benefiting the Maintenance Property; maintenance and staffing of controlled accessfacilities;
management and maintenance of internet website(s) and related facilities, fire, casualty and
liability insurance, worker's compensation insurance, and other insurance covering the
Maintenance Property; maintçnance of clustered mailbox structures (the mailboxes shallbe the
responsibility of the applicable Owner); bonding the Maintenance Association Directors,officers,
agents, employees and Manager; taxes paid by the Maintenance Association; amounts paid by the
Maintenance Association for discharge of any lien or encumbrance levied against the
Maintenance Property, or portions thereof; including, without limitation, real propertytaxes or
assessments, if any, levied against the Maintenance Property; all Reserves;and all other items
incurred by the Maintenance Association pursuant to this Declaration.

1.17. Condominium.
A condominium as defined in Section 783 of the CaliforniaCivil code, or any similar Califorhia
statute hereafter enacted. For purposes of this Declaration, the term"Condominium" shall
include a Residence or other arda of space which is appul-tenant to one (1) or more ownership
interests in a "community apartment" or "stock cooperative" project (as such terms are defined
below in the definition of Condominium Project). The airspace elementof any Condominium is
referred to herein as the "Condominium Unit."

1.18. Condominium Project
A "condominium project" as defined in Section 135 1(0 of the California Civil Code, or any
similar California statute hereafter enacted, and all property designated inthe Project Declaration

for such Condominium Project as additional "phases of development" if suchCondominium
Project is developed in phased increments. For purposes of thisDeclaratio; th term
"Condominium Project" also includes "community apartment" and "stock cooperative" projects
as respectively defined in Sections 1351(d) and 135 1(m) ofthe California Civil Code or any
similar California statutes hereafter enacted.

1.19. Cost Center.
One or more Improvements or maintenance areas located on aportion or portions of the
Maintenance Property, the maintenance or use of which improvements ormaintenance areas is
fully or partially restricted to Owners of certain Lots orCondominiums as specified herein or in
one or more Supplemental Declarations, and where the expenses ofoperating, maintaining and
replacing such Improvements or maintenance areas are borne solely ordisproportionately by such
specified Owners. **[There are no Cost Centers established in connection with the Firèt
Subdivjsionj** **EFirst Subdivision Cost Centers are described on Exhibit "F"hereto.
Additionally]** Cost Centers may be designated in connection with future Phasesof
Development annexed to the Properties.

-4-
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1.20. County.
The County of Riverside, in the State of California, and its various departments, divisions,
employees and representatives.

1.21. Declarant.
DavSha, L.L.C., a California limited liability company, its successors, andany other Person to
which it assigns any of its rights hereunder by anexpress written and Recorded assignment. Any
such assignment may include only specific rights of the Declaranthereunder and may be subject
to such conditions and limitations as Dav3ha, L.L.C., a California limited liability company, may
impose in its sole and absolute discretion. As used in this Section, "successor" means any Person
who acquires Declarant or substantially all of its assets, orwho merges with Declarant by sale,
merger, reverse merger, consolidations, sale of stock or assets, operationof law or otherwise.
Declarant is a builder described in California Civil Code Section 1375.

1.22. Declarant's Delegate.
The Delegate appointed by Declarant to represent Declarant and allMerchant Builders and to
cast the Class A and Class B votes of the Declarant and all Merchant Builders.

1.23. Declaration.
This Declaration of Covenants, Conditions and Restrictions and Reservation ofEasements, as
amended.

1.24. Dedicated Maintenance Property.
Any portion of the Maintenance Property which is subject toan unaccepted offer of dedication to
a. Local Governmental Agency for public access, use or maintenance. Dedicated Maintenance
Property may include parks, trai1s other recreational or open space amenities, landscaping areas
or other Improvements. Dedicated Maintenance Property specifically excludes Public Property
which is the maintenance responsibility of the Maintenance Association. DedicatedMaintenance
Property shall be maintained and used by the Maintenance Associationand the Owners in the
same manner as all other Maintenance Property until the offer of dedication is accepted,
whereupon (i) th&Dedicated Maintenance Property shall be maintained by theaccepting Local
Governmental Agency and shall be available for use by thegeneral public, and (ii) the Dedicated
Maintenance Property shall no longer constitute a part of theMaintenance Property.

1.25. Deed of Trust.
A Mortgage as further defined herein.

1.26. Delegate.
(0 Declarant's Delegate, and (ii) a natural Person appointed to represent all of the Members
(exclusive of Declarant and the Merchant Builders) within a DelegateDistrict to vote on their
behalf; as further provided in this Declaration and in the Bylaws. All provisions of this
Declaration and the Bylaws pertaining to the appointment, removal, qualificationor action bf
Delegates shall be equally applicable to all alternate Delegates.

-5-
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1.27. Delegate District.
A geographical area in the Properties in which a single Delegate represents the collective voting
power of all Members (other than Declarant and the MerchantBuilders who shall be represented
by Declarant's Delegate) owning Lots and Condominiums within such geographical area.

1.28. DRE.
The California Department of Real Estate, or such other successorgovernmental agency of the
State of California which administers the sale of subdivided lands pursuant to Sections 11000 et
.q., of the California Business and Professions Code, or anysimilar California statute hereafter
enacted.

1.29. Family.
(i) A group of natural Persons related to each other by blood or legally related to each other by
marriage or adoption, or (ii) a group of natural Persons not all so related who maintain a single
common household in a Residence.

1.30. FHA.
The Federal Housing Administration of the United States Department ofHousing and Urban
Development and any department or agency of the United States government which succeeds to
the FH.A's function of insuring notes secured by Mortgages onresidential real estate.

1.31. FHLMC.
The Federal Home Loan Mortgage Corporation created by Title II of the Emergency Home
Finance Act of 1970, and its successors.

1.32. First Subdivision.
The real property described in Exhibits "A" and "B" tothis Declaration. The First Subdivision
is hereby designated as a portion of Delegate District No. I.

1.33. FNMA.
The Federal National Mortgage Maintenance Association, a government-sponsored private
corporation established pursuant to Title VTH of the Housing and Urban Development Act of
1968, and its successors.

I
1.34. GNMA.

The Government National Mortgage Maintenance Association administered by the UnitedStates
Department of Housing and Urban Development, and its successors.

1.35. Improvement.
All structures, landscaping and appurtenances thereto, including but not limitedto buildings,
outbuildings, walkways, clustered mailbox structures, sprinicler pipes, irrigation systems, storm
drainage systems, garages, recreational facilities, roads, driveways, parking areas, fences,
screening walls, retaining walls, stairs, decks, hedges, windbreaks, plantings, plantedtrees and
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shrubs, fire breaks, poles, antenna; signs, exterior air conditioning and water softener fixtures or

equipment.

1.36. Local Governmental Agency.
The County and City and any other local or municipal governmental entity or agency including,
without limitation, any special assessment district, maintenance district or communityfacilities
district.

1.37. Lot
Any lot or parcel of land shown upon any Recorded subdivision map or Recorded parcel map of
any portion of the Properties (as such lot or parcel may be modified by any Recorded lot line
adjustment), together with the Improvements, if any, thereon, but excepting any Common Area,
the Mttenance Property and any Condominium in a Condominium Project.

1,3 S. Maintenance Association.
PRESIDENTS CLUB AND RESORT COMMUNITY ASSOCIATION, a California nonprofit
corporation (formed pursuant to the Nonprofit Mutual Benefit Corporation Law), its successors
and assigns. The Maintenance Association is an "Association" as definedin Section 135 1(a) of
the California Civil Code.

1.39. MaIntenance Funds.
The accounts created for Maintenance Association receiçlts and disbursements pursuant to Article
VI hereof.

1.40. Maintenance Guidelines.
The guidelines for the ordinary and necessary maintenance, repair, replacementand preservation
of the Maintenance Property. Among other things, the Maintenance Guidelines specify
suggested maintenance levels, recommended intervals for regularly scheduled maintenance
items, and the scope of required maintenance practices and procedures.

1.41. Maintenance Property.
All the real and personal property and Improvethents 'which areowned in fee simple at any time
by the Maintenance Association, or over which the Maintenance Association has an easement or
authorization for the use, care or maintenance thereof, tom the common benefit, use and
enjoyment of Owners, as further provided in Article 111 ofthis Declaration. The Maintenance
Property includes (for maintenance purposes but not necessarily fee ownership)without
limitation (i) all walls, median strips, slopes, berms, landscaping, parkwayareas, sidewalks, and
irrigation and drainage systems in public property or public rights-of-wayin or near the
Properties designated for maintenance by the Maintenance Association pursuant to (a) this
Declaration; (b) any Supplemental Declaration; (c) an agreement between aLocal Governmental
Agency and Declarant, a Merchant Builder or the Maintenance Association; or (d) on a Recorded
subdivision or parcel map of the Properties, the maintenance ofwhich is not the responsibility of
a state, local or municipal governmental agency or entity, or a Project Association pursuant to a
Project Declaration, (ii) the Maintenance Property Walls as hereafter defined,and (iii) areas
adjacent to the Properties over which the Maintenance Association is granted a maintenance
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easement. Title to all or any portion of the Maintenance Property may be subject to a prior
dedication to a Local Governmental Agency.

1.42. Maintenance Property WalL
Any wall or fence which (1) separates a Lot or Common Area from the immediately adjacent
Maintenance Property or Public Property, regardless of whether such wall or fence is (a) located
on the common property line separating the Maintenance Property or Public Property from the
adjacent Lot or Common Area, or (b) located wholly or partially within the Maintenance
Property, Public Property, Lot or Common Area immediately adjacent to such common property
line, or (ii) is otherwise desiated as an Maintenance Property Wall in any Supplemental
Declaration. Notwithstanding the foregoing, the term Maintenance Property Wall doesnot
include any wall or fence which is the maintenance responsibilityof a Project Association or a
Local Governmental Agency. Maintenance Property Wall designations pursuant to this
Declaration and any Supplemental Declaration, automatically include any Maintenance Property
Wall described in (i) above, in the applicable Phase ofDevelopment regardless of whether such
Maintenance Property Wall is specifically described herein or in the applicable Supplemental
Declaration.

1.43. Manager.
A Person, flxm or agent employed as an independent contractor by the Maintenance Association
to perform functions of the Maintenance Association, as provided herein.

1.44. Member.
A Person holding a Membership in the Maintenance Association. Membershipmeans the voting
and other rights arid privileges of Members as provided in the Restrictions, together with the
correlative duties and obligations contained therein.

1.45. Merchant Builder.
A Person who acquires a portion of the Properties forthe purpose of (i) development and resale
to the general public; or (ii) in the case ofan Apartment Area for development of such area for
sale, lease, short or long term occupancy, provided, however, thatthe term "Merchant Builder"
shall not mean Declaraiit but shall include the Initial MerchantBuilder.

1.46. Mortgage.
Any mortgage or deed of trust or other conveyance ofa Lot, Condominium or other portion of
the Properties to secure the performance of an obligation, whichwill be reconveyed upon the
completion of such performance. The term 'teed of Trust" or"Trust Deed" is synonymous with
the term "Mortgage"

1.47. Mortgagee/Mortgagor.
A Person to whom a Mortgage is made including thebeneficiary of a Deed of Trust. Mortgagor
rnean.s a Person who mortgages his or her property toanother and including the Trustor under a
Deed of Trust. The term "Trustor" is synonymous with theterm "Mortgagor," and the term
"Beneficiary" is synonymous with the term "Mortgagee"
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1.48. Notice and Hearing.
Written notice and a hearing before the Board or the Architectural Com.rnittee, as applicable, as
further provided herein or the Bylaws.

1.49. Owner.
A Person or Persons, including Declarant and Merchant Builders, holdinga fee simple or
long-term ground leasehold interest of Record to a Lot ora Condominium. The term "Owner"
includes a seller under an executory contract of sale, butexcludes Mortgagees. For purposes of
this Declaration, a "long-term ground leasehold interest" means a leaseholdinterest having a
term often (IC)) or more years.

1.50. Person.
A natural individual, a corporation., partnership or any other entitywith the legal right to hold
title to real property.

1.51. Phase of Development.
(i) The First Subdivision, (ii) any portion of the Properties covered by a Supplemental
Declaration for which a Public Report has been issued bythe DRE, unless otherwise defined in
such Supplemental Declaration, (iii) any portion of the Properties designatedas a Phase of
Development in a Recorded Supplemental Declaration (including all amendments thereto)
governing such property, and (iv) if no Public Report is issued and there is no Phase of
Development designation in the Supplemental Declarati6n for a portion ofthe Properties, then all
of the real property annexed pursuant to that Supplemental Declaration shall be a Phase of
Development.

1.52. Planned Development
Planned Development means an area of the Properties (other thana multi-Family apartment
project in an Apartment Area or Condominium Project) developed as part of the Properties,
whether or not the increment is developed in phases. For purposes of this Declaration, a Planned
Development may or may not qualify as a "planned development"as defined in Section 1351(k)
of the California Civil Code, or any similar California statute hereinafter enacted.

1.53. Project Association.
Any California nonprofit corporation or unincorporated Association, or its successor, established
in connection with a Project Declaration, the membership of whichis composed of Owners of
Lots or Condo rniriluis within a Condominium Project, Planned Developmentor other portion of
the Properties.

1 .54. Project Declaration.
Any declaration of covenants, conditions and restrictions, or similar document,which affects
solely a Condominium Project or Planned Development or other specifiedportion of the
Properties.
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11.55. Properties.
The First Subdivision, together with portions of the Annexable Areawhich are annexed to the
property which is subject to this Declaration pursuant to Article II hereof. The Properties are a
"common interest development" as defined in Section 135 1(c) ofthe California Civil Code.

L56. Public Property.
All walls, median strips, slopes, berms, landscaping, equestrian trails, sidewalksand irrigation
and drainage systems on public property designated for maintenance bya Local Government
Agency pursuant to this Declaration, any Supplemental Declarations, any agreementor Recorded
map.

1.57. Public Report.
A Final Subdivision Public Report issued by DRE in compliancewith Sections 11000 . of
the California Business and Professions Code, or any similar California statute hereafter enacted.

1.58. Reconstruction Assessment.
A charge against each Owner and such Owner's Lot or Condominium, representing a portion of
the Maintenance Association's cost to reconstruct any Improvements on theMaintenance
Property, pursuant to the provisions of this Declaration.

1.59. Record, Filed, Recordation.
The recordation or filing of any document in the Office of the Riverside County Recorder.

1.60. Reserves.
Those Common Expenses for which Maintenance Association funds are setaside pursuant to
Article VI of this Declaration and Section 1365.5 of theCalifornia Civil Code for funding the
periodic painting, maintaining, repairing and replacing of the major components of the
Maintenance Property which would not reasonably be expected to recuron an annual or less
frequent basis. Reserves shall be determined annually by the Boardpursuant to maintenance cost
guidelines established in accordance with prudent property management practices generally
applied for "common interest developments" (as defined in Section 1351(c) of the California
Civil Code) throughout the County.

1.61. Residence.
A dwelling intended for use and occupancy by a single Family and located on or within a Lot or a
Condominium Project or within an apartment building within an Apartnierit Area.

1.62. Residential Area.
The real property which is so classified in this Declaration or a Supplemental Declaration. The
Residential Area is intended to be developed as single-Family Lots or Condominiums.

1.63. Restrictions.
This Declaration, the Supplemental Declarations, the Articles, the Bylaws, theArchitectural
Committee Rules, the Rules and Regulations and the Maintenance Guidelines.
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1.64. Rules and Regulations.
The rules and regulations adopted by the Board as providedherein.

1.65. Special Assessment.
A charge against a particular Owner or a particular ProjectAssociation, attributable to or
reimbursable by such Owner or Project Association, equal to the cost incurred by the
Maintenance Association for corrective action performed pursuant to the Restrictions, or levied
by the Board as a reasonable fine or penalty fornoncompliance with 'the Restrictions, plus
interest and other charges on such Special Assessment as providedfor in this Declaration.

1.66. SupplementaL Declaration.
Any declaration of covenants, conditions and restrictions and reservation ofeasements or similar
document adding real property to the Properties or supplementing thisDeclaration which may be
Recorded pursuant to Article El of this Declaration.

1.67. VA.
The Department of Veterans Affairs of the United States ofAmerica and any department or
agency of the United States government which succeeds to VA'sfiznction of issuing guarantees
of notes secured by Mortgages on residential real estate.

ARTICLE II
DEVELOPMENT; LAND CLASSIFICATIONS; ANNEXATION

2.1. Interpretation of Declarations.
As each Phase of Development is developed, Declarant or Declarant and a Merchant Builder
may, with respect thereto, Record one (1) or more ProjectDeclarations and/or Supplemental
Declarations which incorporate this Declaration by reference, which shall designatethe Delegate
District(s) and use classifications for the Phase of Development, and which may supplement this
Declaration with such additional covenants, conditions, restrictions and land uses as Declarant
may deem appropriate for the real property being annexed thereby("Annexed Territory"). The
provisions of any Supplemental or Project Declaration may impose onthe Annexed Territory
such additional or more restrictive conditions, covenants, restrictions, land uses and limitations
as Declarant or a Merchant Builder may deem advisable, taking into account the particular
requirements of the Annexed Territory; and any such conditions shall not be deemed to constitute
a conflict with the provisions of this Declaration to the extent they can reasonably be interpreted
to be consistent. If there is any conflict between any Supplemental Declaration and the
Declaration, the provisions of the Supplemental Declaration shall control withrespect to the
Annexed Territory described in such Supplemental Declaration, although such documents shall
be construed to be consistent with one another to theextent possible. If there is any conflict
between any Project Decbration and the provisions of the Declaration or applicable
Supplemental Declaration, this Declaration arid applicable Supplemental Declaration shall
control, although such documents shall be construed to be consistentwith one another to the
extent possible. A Project Declaration may, but need not, provide for the establishment of a
Project Association, to be cothprised of Owners of Lots in a Planned Development or
Condominiums in a Condominium Project.
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2.2. First Subdivision Land Classifications.

2.2.1. Residential Area. The portion of the First Subdivision described in
Exhibit "A" is classified as Residential Area.

2.2.2. Maintenance Property. The portion of the First Subdivision, ifany,
described in Exhibit "B" is classified as Maintenance Property. Maintenance Property
designations pursuant to this Declaration and any Supplemental Declaration automatically
include anyMaintenance Property Wall in the applicable Phase of Development,regardless of
whether such Maintenance Property Wall is specifically described in Exhibit "B or the
applicable Supplemental Declaration.

2.2.3. Common Area, There is no Common Area in theFirst Subdivision.

2.2.4. Apartment Area. There is no Apartment Area in the First Subdivision.

2.3. Annexation of Annexable Area.

2.3.1. Timing. Declarant and Merchant Builders may, but shall not be required
to, at any time or from time to time, ad4 to the Properties covered by this Declaration all or aiiy
portion of the Annexable Area by Recording a Supplemental Declarationwith respect to the
Annexed Territory covered thereby. Annexable Area my be added tothe Properties without
limitation as to timn and without the approval of theOwners, Delegates, or Maintenance
Association. Any proposed addition to the Properties of real propertynot located in the
Annexable Area ("Other Area") shall require the approval of Delegates representing at least two
thirds (2/3) of the voting power of the Maintenance Association.

2.3.2. Declaration Coverage. Upon Recording a Supplemental Declaration, the
covenants, conditions and restrictions contained in this Declaration shall apply to the Annexed
Territory in the same manner as if it were originally covered by this Declaration and originally
constituted a por4on of the Properties, subject to the provisions of the applicable Supplemental
Declaration; and thereafter the rights, privileges, duties and liabilities ofthe Declarant with
respect to the Annexed Territory shall be the same aswith respect to the First Subdivision and
the rights, obligations, privileges, duties and liabilities of the Ownersof Lots and Condominiums
within the Annexed Territory shall be the same as inthe case of the Lots or Condominiums
originally affected by this Declaration, subject to the provisions ofthe applicable Supplemental
Declaration.

2.3.3. Supplemental Declaration Content. The Supplemental Declaration
annexing Annexed Territory shall contain at least the following provisions:

(i) Declaration Reference. A reference to this Declaration, which
reference shall state the date ofRecordation hereof and the Instrumentnumber or other relevant
Recording data of the County Recorder's office;
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(ii) Extension of Comprehensive Plan. 4 statement that the
provisions of this Declaration shall apply to the Annexed Territory as set forth therein;

(iii) Description. A description of the Annexed Territory, including
any Maintenance Property and Public Property; and

(iv) Laud Classifications. The land classifications of the Annexed
Territory.

2.3.4. Approval of Annexations. Each Supplemental Declaration shall be
signed by Declarant and by each Record owner of theAnnexed Territory. For any annexation of
Other Area, each Supplemental Declaration must be signed by theRecord owner of the Annexed
Territory and by an officer of the Maintenance Association, certifyingthat the approval of the
requisite percentage of Delegates has been obtained.

2.3.5. Phasing; Amendments. A Supplemental Declaration may cover one (1)
or more Phases of Development, as designated in such SupplementalDeclaration. A
Supplemental Declaration which specifies that the Annexed Territory shall comprise a single
Phase of Development may be amended prior to the commencement of Common Assessments
within the Annexed Territory by an amendment to such Supplemental Declaration executed by
all parties required to sign the Supplemental Declantioniand thereafter Recorded, which
amendment (i) specifies that the Annexed Territory shall comprise more than one (I) Phase of
Development and identifies each such Phase of Development within the Annexed Territory, and
(ii) identifies which portions of the Maintenance Property, if any, described in the previously
Recorded Supplemental Declaration are to be included in each such designated Phase of
Development.

2.3.6. fleamiexation and Amendment.

(i) By Declarant. Declarant may unilaterally amend a Supplemental
Declaration or delete all or a portion of a Phase of Development from coverage of this
Declaration and the jurisdiction of the Maintenance Association, so long as Declarant is the
Owner of all of such Phase of Development (other thanPublic Property and Dedicated
Maintenance Property), and provided that (1) a Notice of Deletionof Territory or an amendment
to the Supplemental Declaration, as applicable, is Recorded in thesame manner as the applicable
Supplemental Declaration, (2) no Class A or Class B MaintenanceAssociation vote has been
exercised with respect to any portion of such Phase ofDevelopment, (3) Common Assessments
have not yet commenced with respect to any portion ofsuch Phase of Development, (4) there has
been no Close of Escrow for the sale of anyLot or Condominium in such Phase of Development,
(5) the Maintenance Association has not made any expenditures or incurred any obligations with
respect to any portion of such Phase of Development1 and (6) if such Phase of Development
consists of area as to which VA or FHA has issued a "project approval" (i.e. has agreed to
guarantee or insure loans secured by Mortgages on Lots orCondominiums located in such phase
of Development), VA, FHA or both, as applicable, have approvedsuch deannexation or
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aruendxne.nt. Notwithstanding the foregoing, Declarant may also unilaterally amend a
Supplemental Declaration as provided in Section 12.2.1 hereof.

(ii) By Merchant Builder. A Merchant Builder may amend a
Supplemental Declaration or delete alt or any portion of aPhase of Development from coverage
of this Declaration and the jurisdiction of the Maintenance Association, so long as such Merchant
Builder or Declarant and such Merchant Builder together are the Owners of all of such Phase of
Development (with the exception of Public Property and Dedicated MaintehanceProperty) and
provided further, that all requirements of items (1) through (5) set forth in Section 2.3.6(i) above
have been satisfied, and Declarant has consented in writing to such amendment or deletion by
executing a Notice of Deletion of Territory or amendment to the Supplemental Declaration, as
applicable.

ARTiCLE m
MAiNTENANCEPROPERTY; USES AND RESTRiCTIONS

3.1. Owners' Rights of Enjoyment.
Every Owner and, to the extent permitted by such Owner pursuant to the Restrictions, such
Owner's Family, guests, invitees, lessees, and contract purchasers who residein such Owner's
Lot or Condominium ("Owner Representatives"), shall have a right ofingress and egress and of
enjoyment in, to and over the Maintenance Property which shall be appurtenant to and shall pass
with title to every Lot and Condominium, subject to theMaintenance Association's right to
exercise exclusive jurisdiction over and control of the Maintenance Property (other than Public
Property) and the following provisions:

3.1.1. Additional Maintenance Property. The right of Declarant, or any
Merchant Builder to designate additional Maintenance Property pursuant to the terms of Article
II hereof.

3.1.2. Rules and Regulations. The Maintenance Association's right to establish
reasonable Rules nd Regulations pertaining to the use of the Maintenance Property and any
recreational and other facilities located thereon, including, but not limitedt, the right and
obligation of the Maintenance Association to enforce all parking restrictions for parking areas
within the Maintenance Property as set forth in Section 3.3 below.

3.1.3. Guests. The Maintenance Association's right to reasonably limit the
number of guests of Owners using the Maintenance Property andany facilities thereon. The
Rules and Regulations may specify a maximum number of guests which an Owner may admit to
the Maintenance Property recreational facilities at one time without first obtaining the
Maintenance Association's prior written authorization. The Rules and Regulations mayalso
require a deposit or other arrangements before Owners may usethe Maintenance Property
facilities for such large groups of guests.

3.1.4. Fees. The Maintenance Association's right to charge reasonable
admission and other fees for the use of any facilitiessituated upon the Maintenance Property.
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3.1.5. Borrowings. The Maintenance Association's right in accordance with the
Articles, Bylaws and this Declaration, with the approval of Delegates representing at least
sixty-seven percent (67%) of the Maintenance Association voting power, to borrow money for
the purpose of improving, repairing or adding to the Maintenance Property and facilities and, to
mortgage, pledge, deed in trust, or hypothecate any or all of its real or personal property as
security for money borrowed or debts incurred pursuant to thissubsection.

3.1.6. Suspension of Rights. The Maintenance Association's right to suspend
the Membership tights and other rights and easements of anyOwner and such Owner's Owner
Representatives to use the Maintenance Property and the facilities and Improvements located
thereon, for any period during which any assessment against suchOwner's Lot or Condominium
remains unpaid and delinquent; and for a period not to exceed thirty (30) days for any
iioncontinuing infraction of the Rules and Regulations of the MaintenanceAssociation as more
fully provided in the Bylaws, Any suspension of Membership rights or right to use any
Maintenance Property facilities (1) shall be made only by the Board, after Notice and hearing,
and (ii) shall not limit or precludepedestrian or vehicular accessto such Owner's Lot or
Condominium.

3.1.7. Maintenance Property Transfers. The Maintenance Association's rights
set forth in Section 5.2,4 of this Declaration and Declarant's rights set forth in Article X hereof.

3.1.8. Use By Declarant and Merchant Builders. The right ofDeclarant and
Merchant Builders (and their employees, sates agents, prospective purchasers, customers and
representatives) to enter upon the Maintenance Property, for the benefitof Declarant or the
Merchant Builders or the Annexable Area or any combination thereof,to complete the
construction of any landscaping, utilities or other Improvements to be installed thereon, as well
as the right to nonexclusive use of the Maintenance Property and the facilities thereof, without
charge, for sales, display, access, ingress, egress, exhibition and occasionalspecial events for
promotional purposes, which right Declarant hereby reserves; provided, however, thatsuch use
rights shall ternaingte on the earlier of(i) the expiration offifteen (15) years after the first Close
of Escrow for a Lot or Condominium in the Properties,or (ii) the date on which neither Declarant
nor any Merchant Builder owns a Lot or Condominium in the Properties and all of the Annexable
Area has been added to the Properties. Such use shallpot unreasonably interfere with the rights
of enjoyment of the other Owners as provided herein.

3.1.9. Reconstruction of Improvements. The Maintenance Association's right
(by action of the Board) to reconstruct, replace or refinish any Improvement or portion thereof
upon the Maintenance Property, in accordance with the Maintenance Guidelines,the
Architectural Committee Rules and the original design, fmish or standardof construction of such
Improvement or of the other Improvements within any Phase ofDevelopment, as the case may
be; or, if not in accordance with the Maintenance Guidelines,the Architectural Committee Rules
and the original design, finish or standard of construction, subject to Section 12.3 hereof, with
the approval of Delegates representing at least sixty-seven percent (67%)of the Maintenance
Association voting power.
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3.1.10. Maintenance. The Maintenance Association's right to maintain and
repair and replace the Maintenance Property arid all Improvements locatedthereon.

3.1.11. Restricted Areas. The Maintenance Association's right, acting through
the Board, to reasonably restrict access to slopes and othersensitive landscaped areas,
maintenance facilities, open space areas and similar areas of theMaintenance Property. In
addition, in the Supplemental Declaration, Declarant or Merchant Builder maydesignate
exclusive use areas within the Maintenance Property for the exclusive use or maintenance by one
or more Owners (such as common driveway areas). The Maintenance Association shall have
exclusive control over all of the Maintenance Property except for Public Property and any
exclusive use or maintenance area designated in a Supplemental Declarationor pursuant to
Section 5.2.4 below.

3.2. Delegation of Use.
The Owner of a Lot or Condominium may delegate, in accordance with the Restrictions, the
Owner's right of enjoyment of the Maintenance Property and facilitiesto the Owner's Owner
Representatives who occupy the Owner's Lot or Condominium, subject to reasonable regulation
by the Board. An Owner who does not reside in his Residence and who has delegated his right of
enjoyment of the Maintenance Property to a tenant or contractpurchaser who occupies the
Residence shall not be entitled to the use and enjoyment of any recreational facilities located on
the Maintenance Property during the term of such delegation. EachApartment Area Owner may
delegate its right of enjoyment in and to the Maintenance Property to tenants and such tenants
may further delegate such rights of enjoyment to the membersof the tenants' Family and the
tenants' bona fide guests (subject to the Restrictions).

3.3. Parking and Traffic Control.
Temporary guest or recreational parking is permitted within the MaintenanceProperty only
within spaces and areas clearly marked for such purpose. TheMaintenance Association, through
the Board, is empowered to establish "parking" and restricted "guest parking" and "no parking"
areas within the Maintenance Property in accordance with Section 22658and Section 22658.2 of
the California. Vehicle Code, or any similar statute hereafter enacted,as well as to enforce these
parking Limitations through its officers and agents by all means lawful for such enforcement on
public streets, including the removal of any violating v9hicle. TheBoard is also authorized and
empowered to request that the City or other applicable agencyenforce the California Vehicle
code on any private streets within the Properties, if any, including the Common Area and any
Maintenance Property private streets, pursuant to applicable ordinances and provisionsof the
California Vehicle Code permitting governmental enforcement thereof.

3.4. Easements for Vehicular Traffic.
In addition to the general easements for use of the Maintenance Property reserved herein,
Declarant hereby reserves to itself, to all future Owners within the Properties, and to every
Owner and their respective Owner Representatives nonexciusive easements appurtenant toeach
Lot arid Condominium in the Properties for vehicular and pedestriantraffic over any and all
private streets and walkways, if any, within the Maintenance Property, subject to the Restrictions.
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Declarant, on behalf of itself and all Merchant Builders, reserves the right to grant similar
easements to owners of property in the Annexable Area whether or not annexed to the Properties.

3.5. Waiver of Use.
No Owner may exempt himself from personal liability for assessments duly levied by the
Maintenance Association, nor release his Lot, Condominium or other property in the Properties
from the liens and charges hereof, by waiver of theuse and enjoyment of the Maintenance
Property or any facilities thereon or by abandonment of hisLot, Condominium or any other
property in the Properties.

3.6. Title to the Maintenance Property.

3.6.1. Transfer. As each Phase of Development is developed byDeclarant or a
Merchant Builder, Deelarant and such Merchant Builder, as applicable, willconvey or cause to
be conveyed to the Maintenance Association, in fee simple orby easement, the Maintenance
Property (excluding Public Property) in such Phase of Development designated by Declarant in
its sole discretion, free and clear of any and allmonetary encumbrances and liens (other than
nondelinquent taxes and assessments), subject to reservations, easements, covenants, and
conditions then of record, including those set forth in this Declaration, or as contained in the deed
conveying such Maintenance Property. Such conveyance shall be completed (1)for Residential
Areas, before the first Close of Escrow for a Lotor Condominium in such Phase of
Development, and (ii) for an Apartment Area Phase of Development,before the first occupancy
of an apartment Residence within such Phase of Development thereof; except that
notwithstanding the foregoing, no such conveyance shall be required beforethe last day of the
month during which such Apartment Area Phase of Development becomessubject to this
Declaration. No Owner or Project Association shall interfere with theexercise by the
Maintenance Association of its rights hereunder or its easement formaintenance over
Maintenance Property which is owned in fee by such Owner or Project Association.

3.6.2. Commencement of Maintenance. Notwithstanding any conveyance of
Maintenance Property to. the Maintenance Association, the Maintenance Association's
responsibility to maintain the Maintenance Property located in any Phaseof Development shall
begin on the commencement of Common Assessments in such Phaseof Development; except
that, if such Phase of Development consists of only MaintenanceProperty, the Maintenance
Association's maintenance responsibility therefor shall commence on the first dayof the month
immediately following the month in which the deed is Recorded conveying such property to the
Maintenance Association. The same Maintenance Property ("Multi-Phased Maintenance
Property") may be designated for Maintenance Association ownership in connectionwith several
different Phases of Development ("Alternative Phases"). Maintenance of Multi-Phased
Maintenance Property, if any, shall commence on the earliest date that maintenance begins in
any of the Alternative Phases in which such Multi-Phased MaintenanceProperty is designated
for Maintenance Association ownership. Prior to the commencement of theMaintenance
Association's maintenance responsibility, such maintenance shall be the responsibility of
Declarant or the Merchant Builder, as applicable, depending on whether such Phase of
Development is being developed by Deciarant or a Merchant Builder. Notwithstanding the
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foregoing, if the c.ontractors or subcontractors of Declararit or aMerchant Builder are
contractually obligated to maintain the landscaping or other Improvements on the Maintenance
Property, the Maintenance Association shall not interfere with the performance of such warranty
or other contractual maintenance obligations. Such maintenance performed by thecontractors or
subcontractors of Declarant or Merchant Builders shall not postpone the commencement of
Conirnon Assessments pursuant to this Declaration nor entitle an Ownerto claim any offset or
reduction in the amount of such assessments. If the DedicatedMaintenance Property or any
other portion of the Maintenance Property is dedicated to andaccepted for maintenance by a
Local Governmental Agency, then the Maintenance Association may but need not maintain the
area if the Local Governmental Agency either fails to maintainthe area or elects to cease
maintaining the area.

3.6.3. Character of Maintenance Property Improvements. The nature,
design, quantity, quality and all other attributes of the MaintenanceProperty, and the facilities
and amenities thereon, shall be determined in Declarant's sole andabsolute discretion. The
Maintenance Msociation shall be unconditionally obligated to accept title to and maintenance
responsibility for the Maintenance Property when such title and maintenance responsibility is
tendered by Declarant alone or together with a Merchant Builder. If a dispute arIses between the
Maintenance Association and Declarant or any Merchant Builder in connection with the nature,
design, quantity, quality or other attributes of the Maintenance Property, the completion thereof;
the state of title thereto or the acceptance of title or maintenance responsibility tberefor (a
"Maintenance Property Dispute"), then the Maintenance Association shall be obligatedto accept
title to and assume maintenance responsibility for such Maintenance Propertyand the
Improvements and facilities thereon pending resolution of such Maintenance PropertyDispute in
accordance with Section 12.14.

3.7. Taxes.
Each Owner shall execute such instruments and take such action as may reasonably be specified
by the Maintenance Association to obtain separate real estate tax assessment of such Owner's Lot
or Condominium. If, in the Maintenance Association's opinion, any taxes or assessments
constitute a lien on the Maintenance Property, or any part thereof, they may be paid by the
Maintenance Association and each Owner shall be obligated to payor to reimburse the
Maintenance Association for, as the case may be, the taxes and assessments assessed by the
County Assessor or other taxing authority against the Maintenance Property arid attributable to
such Owner's own. Lot or Condominium.

3.8. Master Communications Systems Service Easement.
All of the Properties are subject to nonexclusive easements ofaccess, ingress, and egress, for
purposes of installing, operating, maintaining, repairing, inspecting, removing and replacingthe
community antenna television system, and other communication service lines, facilities,and
equipment, for the benefit of Declarant and its subsidIaries, transferees, successors and assigns,
as reserved and granted by reservations and conveyances of record and the provisidns hereof.
Such easements are freely transferable by Declarant to any other individual or entity and their
successive owners for the purpose of providing a community antennatelevision system and
com.rnunication services to the Properties, any portion thereof, and adjoiningproperty. All such
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community antenna television and communication lines, facilities and equipment shallremain
the property of Declarant, its subsidiaries, successors, transferees arid assigns,and transfer of all
or any portion of the Properties does not imply the transfer of any such community antenna
television and communication easements or the lines, facilities or equipmentlocated thereon.
Exercise of the easements reserved in this Section shall not unreasonably interfere with the
reasonable use and enjoyment of the Properties. -

3.9. Maintenance Property Wall Easements.
Declarant reserves the benefit of the Maintenance Association (i) aneasement over those
portions of the Lots, Condominiums and Common Areas located withinthree (3) feet of the
common property line separating the Maintenance Property from such Lots, Condominiums arid
Common Area for the purpose of accommodating footings and otherstructural components, if
any, of the Maintenance Property Wall located on or immediatelyadjacent to such common
property a boundary un; including any encroachments thereof onto to the Lots, Condominiums
and Common Area; and (II) an easement of access, ingress and regress over the Lots,
Condominiums and Common Areas reasonably necessary for the maintenance, repairand
replacement of Maintenance Property Waits and related Iniprovernents.

3.10. Declarant Easements.
Declarant hereby reserves to itself together with the right to transfer same easements of access,
ingress and egress over all Maintenance Property, Lots, Common Areaand Condominiums for
installation and maintenance of utilities and drainage faèilities shown ona Subdivision Map or
Maps for the Properties and for construction, installation, operation, replacement,repair and
maintenance of all utility and service lines, systems and otherdevices and Improvements which
may be reasonably necessary for the development and marketing ofResidences within the
Properties and Annexable Area, including, but limited to, water, sewer,gas, telephone, electrical.
television and storm drain and water lines (collectively the cFacilities)) Each Owner by
accepting a deed to a Residence expressly consents to the foregoing easements and rights of way
and authorizes and appoints Declarant (so long as Declarant owns all or any portion of the
Properties or Annexable Area) as attorney-in-fact of such Owner toexecute any and all
instruments particularly describing, locating, granting or transferring such easements or rights of
way. Within the location of the Facilities' easements and rightsof way, no Jmprovement shall be
planted or placed which rrlay interfere with the use, maintenance or operation of the Facilities or
which may be in violation any ordinance or law ofanz applicable governmental authority.
Declarant also reserves the right to grant easements over theMaintenance Property, or any
portion thereof for exclusive use by any Owner or Owners of a contiguous Lot or Condominium
for which Close of Escrow has already occurred, as a yard, recreational, gardening or landscape
area. Any such easement will be conveyed by the Declarantprior to conveying the last Lot or
Condominium in the Properties or any portion of the AnnexableArea. Such conveyance must be
approved in advance by the Board of Directors of the Maintenance Association.

3.11. Regular Inspection.

3.11.1. Duty to Inspect. It shall be the duty ofthe Board to have the Maintenance
Property inspected at least once every year.
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3.11.2. Purpose of Inspection. The purpose of the inspection shall be to (i)
determine whether the Maintenance Property is being maintained adequately in accordance with
the Maintenance Guidelines and such other prudent maintenance practices appropriate for
Improvements such as those comprising the Maintenance Property, (ii) identify the condition of
the Maintenance Property and any Improvements thereon including the existenceof any hazards
or defects, and the need for performing additional maintenance, refurbishment, repLacement, or
repair, and (lii) recommend preventive actions (such as root pruningand tree removal) which
may be taken to reduce potential maintenance costs to beincurred in the future.

3.11.3. Scope.of Inspection. All of the Maintenance Property and Improvements
thereon including, but not limited to, all structures, gates, walls,walkways, irrigation systems,
landscaping, and drainage devices thereon shall be inspected.

3.11.4. Experts and Consultants. The Board may employ such expertsand
consultants as are necessary to perform the inspection and make the report required by this
Section.

3.11.5. Report to Owners. The Board shall have a writtenreport of the results of
the inspection of the Maintenance Property required by this sectionfurnished to Owners within
the time set forth for furnishing Owners with the Budget. The report shall include at least the
following:

(i) a description of the condition of the Maintenance Property,
including a list of items inspected, and the status ofmaintenance, repair and need for replacement
of all such items;

(ii) a description of all maintenance, repair and replacement planned
for the ensuing fiscal year and included in the Budget;

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

(iv) a surrunary of all reportsof inspections performed by any expert or
consultant employed by the Board to perform inEpections;

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

(vi) such other matters as the Board deems appropriate.
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ARTICLE IV
MAINTENANCE ASSOCIATION

41. Organization.
The Maintenance Association is organized as a California corporation underthe Nonprofit
Mutual Benefit Corporation Law charged with the duties and vestedwith the powers prescribed
by law, subject to the limitations and provisions of the Articles, Bylaws, and this Declaration.
Neither the Articles not Bylaws shall, for any reason, be amended or otherwise changed so as to
be inconsistent with this Declaration. If there is any ambiguity in any provision of the Articles or
Bylaws, then such provision shall be construed, to the extentpossible, so as to be consistent with
the provisions of this Declaratioa Nothing in this Declaration shall prevent the creation,
pursuant to Project Declarations, of Project Associations to assess, regulate,maintain or manage
the portions of the Properties subject to such Project Declarations, or to own or control portions
thereof for the common use or benefit of the Owners of Lots or Condominiums in those portions
of the Properties subject to such Project Declarations.

4.2. Membership.
Members of the Maintenance Association are Declarant, for so longas Declarant is entitled to
cast a Class C vote pursuant to this Section, andeach Owner (including Declarant and any
Merchant Buflder) of one (1) or more Residential Area orApartment Area Lots or
Condominiums in the Properties. Membership in the Maintenance Association issubject to the
Restrictions. Excepting the Class C Membership, all Mdmberships in theMaintenance
Association held by Owners are appurtenant to the Lot orCondominium owned by each Owner,
and ownership of a Lot or Condominium is the solequalification for an Owner's Membership in
the Maintenance Association.

4.2.1. Classes of Membership. The Maintenance Association shall have three
(3) classes of voting Membership as follows:

(i) Class A. The Class A Members are all Owners, except Declarant
and Merchant Builders shall not be Class A Members for so long as there exists a Class B
Membership. Class A Members are assigued one (I) vote foreach Assessment Unit assigned to
a Lot or Condorththuin owned by such Member which issubject to assessments. All votes cast
by the Class A Members within a Delegate District shall be carried by tbe Delegate representing
such Members to a meeting of the Delegates, and shall be cast by the Delegates on behalf of the
Class A Members in accordance with Section 4.5.1 concerning VotingProposals to Delegates.

(ii) Class B. The Class B Members are Declarant and theMerchant
Builders. The Class B Members are assigned three (3) votes for each Assessment Unit assigned
to a Lot or Condominium owned by such Member whichis subject to assessment. Votes of the
Class B Members shall be exercised by Declarant's Delegate onbehalf of the Class B Members.
The Class B Membership shall be converted to Class A Membership on the date ("Class B
Termination Date") which is the earlier to occur of thefollowing events:
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(A) The Close of Escrow for the sale of Nine Hundred (900)
Lots and Condorniniums in the overall development composed of the Properties arid Annexable
Area.

(B) The fifth (5th) anniversary of the first Close of Escrow in
the Phase of Development for which a Final Subdivision PublicReport was most recently issued
by the DRE.

(C) The twenty-fifth (25th) anniversary of the fast Close of
Escrow for the sale of a Lot or Condominium inthe Properties.

(iii) Class C. The Class C Member shall be Declarant irrespective of
whether Declaraat is or is not an Owner. The ClassC Membership shall not be considered a part
of the voting power of the Maintenance Association and Declarantis not entitled to exercise any
Class C vote except for the purpose of electing thosemembers of the Board which the Class C
k[etnbership is entitled to elect hereunder. The Class C Member is entitled to solely elect 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 occurof the following events:

(A) The Close of Escrow for the sale of Nine Hundred(900)
Lots and Condominiums in the overall development composed of theProperties and Annexable
Area.

(B) The fifth (5th) anniversary of the first Close of Escrow in
the Phase of Development for which a Final Subdivision Public Report was most recently issued
by the DRE.

(C) The twenty-fifth (25th) anniversary of the first Close of
Escrow for the sale of a Lot or Condominium inthe Properties.

Commencing on the date on which Declarant no longer hasair elected or appointed
representative on the Board, and continuing until the date onwhich Declarant no longer owns a
Lot or Condominiurri in the Properties or any portion ofthe Annexable Area, the Maintenance
Association shall provide Ijeclarant with written notice of all meetingsof the Board as if
Declarant were an Ovmer and Declarant shall be entitred 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.

4.2.2. Transfer of Membership. An Owner's Membership shall not be
assigned, transferred, pledged or alienated in any way, except uponthe transfer of title to the
Owner's appurtenant Lot or Condominium and then only to the purchaser or Mortgagee of such
Lot or Condominium. Declarant's Class C Membership may not betransferred except to a
successor to all or a part of Deciarant's rights 'underthis Declaration. Any attempt to make a
prohibited Membership transfer is void and will not be reflected on the books of the Maintenance
Association. Membership in the Maintenance Association is in addition to membership in any
Project Association responsible for operating the Planned Development or CondominiumProject
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in which the. Owner's Lot or Condominium is located. Notwithstandingthe foregoing, a Member
who has sold his Lot or Condominium to a contract purchaser under an instalhnent land sale
contract may delegate his membership rights to the contract purchaser. Such delegation shall be
in writing and must be delivered to the Board before such contract purchaser may exercise
Membership privileges. However, the contract seller remains liable for allcharges and
assessments attributable to his Lot or Condominium until fee title to the Lot or Condominium is
transferred. If the Owner of any Lot or Condominium fails or refrses to transfer the Membership
(registered in his name) to the purchaser of such Owner's Lot or Condominium upon transfer of
fee title thereto, the Board of Directors may record the transfer on the Maintenance Association's
books. The Maintenance Association may levy a reasonable transfer feeagainst new Owners and
their Lots and Condominiums (which fee shall be added tothe Common Assessments chargeable
to such new Owners) to reimburse the Maintenance Association for the s&ninistrative costs of
transferring the Memberships to the new Owners on the Maintenance Association's records.

4.2.3. Suspension of Membership Rights. The Board may suspend the
Membership rights of any Member, including the right to vote at any meeting of the Members,
for any period during which any Common Assessment, Capital ImprovementAssessment or
Reconstruction Assessment against such Member and the Lot or Condominiumowned by such
Member is delinquent. Any such suspension for nonpayment of any assessment shall not
constitute a waiver or discharge of the Member's obligation to pay the assessments provided for
herein.

4.3. Delegate Districts.
The First Subdivision comprises a portion of Delegate District No. 1. As Annexable Area is
added to the Properties the Delegate Districts within the AnnexedTerritory shall be established
by Declarant in the respective Supplemental Declarations for the Annexed Territory.

4.4. Delegates.

4.4.1. Appointment. Delegates shall be appointed as follows:

(i) Project Associations. Where all of the Residences subject to a
Project Declaration also comprise all of the Residences in a Delegate District, the President, Vice
President, the Secretary or the Treasurer (in that order.of priority) of the Project Association
created pursuant to that Project Declaration shall be the Delegateand alternate Delegates for that
Delegate District ("Project Association Delegate").

(ii) Non-Project Association Area. in all Delegate Districts other
than those described in Subsection 4.4.1(i) above, the Delegate (andalternate Delegate)
representing each such Delegate District (t'Non-Project Association Delegate") shall be
appointed and removed by the Board of Directors of theMaintenance Association or by a
committee appointed by the Board for the purpose of appointingDelegates ("Delegate
Committee").
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(iii) Declarant's Delegate. Declarant is entitled to appoint one (I)
Delegate ("Declarant's Delegate") to represent Declarant and the Merchant Buildersat all
meetings of the Maintenance Association and to cast all ofthe Class A and Class B votes which
Declarant and the Merchant Builders are entitled to cast pursuant to this Declaration and the
Bylaws. At any time in its sole discretion, Declarant may change the Person which it has
appointed to serve as Declarant's Delegate and may also designate an alternate Declarant's
Delegate to act in such capacity when Declarant's Delegate is absent or otherwise unable to act.
Declarant must give written notice to the Board before any such appointment or change in
appointment is effective.

4.4.2. Qualification. Delegates must be (i) an authorized agent oremployee of
Declarant or a Merchant Builder, or (ii) a Member ofthe Maintenance Association who resides
in the Properties. If the Member is a corporation, partnership, or other entity, then, subject to the
preceding sentence, the authorized agent of such Member shall beeligible to serve as a Delegate.
Delegates must act personally at a meeting of the Delegates of the Maintenance Association or
by written ballot, and may not act by proxy. If a Delegate is not present at a meeting of the
Delegates, then the alternate for such absent Delegate may attend the meeting and exercise all
rights, powers and votes to which the absent Delegate would beentitled. If the previously absent
Delegate a.rrives prior to the adjournment of a meeting, the alternate is no longer entitled to act in
the place of such Delegate; proyided that such relinquishment ofauthority by the alternate does
not invalidate any matter previously voted or acted upon bythe alternate in his or her temporary
capacity as Delegate.

4.4.3. Term; Vacancies; Removal. The term of office of eachProject
Association Delegate shall be coincident with such Delegate's term ofoffice as an officer of the
Project Association. The term of each Non-Project Association Delegate shall expire each year
on the date which is ninety (90) days prior to the date of the annual meeting of Delegates. Each
Delegate shall hold office until a successor has been appointedpursuant to Section 4.4.1 or until
the Delegate's death, resignation, removal or judicial adjudication of mental incompetence.
Delegates may serve consecutive terms (whether as a Delegate, alternate Delegate, or any
combination thereof). The office of a Delegate shall be deemedvacant upon the death,
resignation, removal or judicial adjudication of mental incompetence of theDelegate, or upon the
Delegate's failure to satisfy all of the qualifications of Delegateas specified above. Delegate
vacancies occurring for any reason other than expiration of aDelegate's term shall first be filled
by the alternate Delegate, and if there is no alternateDelegate, then by the Board or the Delegate
Committee, if any. Subject to the eligibility and vacancy provisions herein, each such person
shall serve the remainder of the unexpired term of office of the predecessor Delegate, or until a
successor is appointed as provided above. An officer of aProject Association serving as a
Delegate shall be deemed removed concurrently with his or herremoval as an officer of the
Project Association. Delegates appointed by the Board of Directors orthe Delegate Committee
may be removed by action of the Board or the Delegate Committee.

4.5. Voting By Delegates.
Except as otherwise provided below, each Delegate shall exercise thevoting power of all of the
Members in such Delegate District other than Declarant and theMerchant Builders. Declarant's
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Delegate shalt exercise all of the Class A and Class B voting power of Declar-ant and the
Merchant Builders. All votes represented by Declarant' $ Delegate shall be cast in the maimer
directed by Dec larant Any Class C vote shall be cast by Declararit.

4.5.1. Voting Proposals. All voting rights shall be subject to the Restrictions.
Whenever a matter which the Restrictions requires to be approvedby the vote of the Delegates
("Voting Proposal") is to be submitted to the Delegates for approval, the Voting Proposal shall
first be submitted to a vote of the Members in each Delegate District as provided below.
Delegates may not exercise any discretion whatsoever wher casting thevoting power
represented by the Delegates. The Delegates are merely vote carriers. Accordingly, when 'voting
on a Voting Proposal, each DIegate shall cast all ofthe votes which he or she represents "for" or
"against" such Voting Proposal (or for individual candidates in thecase of the election of
Directors) as follows:

(i) Instructed Votes, Those votes ("Instructed Votes") actually cast,
whether in person, by proxy or written ballot, shall be cast by the Delegate in the same manner as
such votes were actually cast; and

(ii) Absentee Votes. Votes attributable to Lots or Condominiums in
the Delegate District who have not been cast on such Voting Proposal ("Absentee Votes") shall
be cast "for" and "against" such Voting Proposal (or for1individualcandidates in the case of the
election of Directors) in the same proportions as the Instructed Votes for that Delegate District
were cast.

4.5.2. Specified Actions. Except asprovideci in Sections 4.4.l(iii) and 12.12 of
this Declaration and Section 4.8 of the Bylaws, as long as there exists a Class B Membership, all
Voting Proposals which the Restrictions require to be approved bythe vote of Delegates
representing a percentage of the total voting power of the Maintenance Association ("Specified
Actions") shall require the approval of Delegates casting the specified percentage of the voting
power of both the Class A and the Class B Membership. Except as provided in Section 12.12 of
this Declaration and Section 4.8 of the Bylaws, upon terminationof the Class B Membership all
Specified Actions shall require the approval of(1) the specified percentage.of the voting power
of all Delegates, and (2) such specified percentage of the voting power of the Delegates exclusive
of votes attributable to Declarant and all Merchant Builders. Theterm Specified Action as used
herein specifically excludes matters requiring a mere majority vote ofa quorum of Delegates as
defined in the Bylaws.

4.5.3. Meetings of Delegate District Members. Voting Proposals shalt be
submitted to a vote of the Members as follows:

(i) Notice; Record Pate. It is the duty of the Secretary of the
Maintenance Association to call a meeting of the Members ineach Delegate District to vote upon
each Voting Proposal. Written notice of the meeting shall be sent to each Member of record and
to each first Mortgagee of a Lot or Condominium whichhas filed a written request for notice
with the Secretary, at least thirty (30) but not more than sixty (60) days prior to such meeting.
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The mailing of notice, postage prepaid, in the manner provided in this Section, shall be
considered notice served forty-eight (48) hours after said notice has been deposited in a regular
depository of the United States mail. The Board of Directors may fix a date as a record date for
the detennination of the Members entitled to notice of any meeting of Delegate District Members
("Record Date"). The Record Date shall be not less than thirty (30) nor more than sixty (60) days
prior to the date of the meeting. lithe Board does not fix a Record Date for notice to Delegate
District Members, the Record Date for notice shall be the close of business on the fIfth (5th)
business day preceding the day ijwhich notice is given. In addition, the Board may fix adate in
the future as a Record Date for the determination ofthe Members entitled to vote at any meeting
of Delegat District Members. The Record Date so fixed shall be not more than sixty (60) days
prior to the date of the meeting. If the Boarddoes not fix a Record Date for determining
Members entitled to vote, Members on the day of theDelegate District meeting who are
otherwise eligible to vote are entitled to vote at themeeting. Written notice of meetings shall
state the place, date and time of the meeting and those Voting Proposals which are to be
presented for action by the Delegate District Members. in thecase of Voting Proposals for the
election of Directors, the notice to Members (1) must setforth procedures for nominating
candidates for the Board, (2) must specify that cumulative voting procedures shall be followed
for all elections of Directors -where more than one (1) vacancy is being filled, and (3) may but
need not specify a date for closing nominations of candidates,which date shall be identical for all
Delegate Districts and not more than thirty (30) days priorto the date of the meeting. There shall
be no nominations of candidates from the floor of themeetings of Members iii the Delegate
Districts. Prior to commencing the meeting of Members within aDelegate District, the Secretary
of the Maintenance Association shall furnish each Delegate and theDelegate District
Membership meeting with a list of all Members whose nameshave been placed in nomination
for election to the Board.

(ii) Special Meetings. A special meeting of the Members in a
Delegate District may be calkd by written request (1) by a Merchant Builder for such Delegate
District, for so long as the Merchant Builder is aClass B Member, (2) by Declarant, for so long
as Declarant is a Class B or Class C Member, (3) by the Delegate representing such Delegate
District, or (4) by 41-ic Members in the Delegate Districthaving not less than five percent (5%) of
the total voting power within such Delegate District To beeffective, such written request must
be delivered to the President, a Vice President, the Secretaryor the Manager of the Maintenance
Association. The Board shall then cause written notice to begiven to Members in such Delegate
District that a meeting will be held at a timeand place fixed by the Board not less than ten (10)
days, nor more than forty-five (45) days after receipt ofthe written request. Notice of special
meetings shall specify the general nature of the business to be undertaken and that no other
business may be transacted.

(iii) Proxies. Every Member entitled to attend, vote at or exercise
consents With respect to any meeting of the Members inany Delegate District may do so either in
person, or by a representative, known as a proxy, duly authorized by an instrument in writing,
filed with the Board prior to the meeting of which it is applicable. Any proxy may be revoked at
any time by written notice to the Board or by attendance in person by such Member at the
meeting for which the proxy was given. However, no proxy is valid after the expiration of
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eleven (11) months from the date of the proxy, unlessotherwise provided in the proxy, except
that the maximum term of any proxy shall be three(3) years from the date of execution. Such
powers of designation and revocation may be exercised by the guardian of a Member's estate or
by his conservator, or in the case of a minorhaving no guardian, by the parent having custody of
such minor, or during the administration of any such Member's estate, by his executor or
adrninisixator where the latter's interest in the Member's Lot orCondominium is subject to
administration in his estate. Any farm of proxy shall affordan opportunity therein to specie' a
choice between approval and disapproval of each Voting Proposal or group of related Voting
Proposals intended, at the time the proxy is distributed, to be acted upon at the meeting for which
the proxy is solicited, and shall provide, subject to reasonable specified conditions, that where
the person solicited specifies.a choice with respect to any such matter, the vote shall be cast in
accordance with such specification.

(iv) Chair; Voting Rights. An Maintenance Association officer or a
representative of the Manager shall chair the Delegate District meetingand the chairperson shall
designate a secretaiy to transcribe minutes of the meeting. Voting by Members at Delegate
District meetings shall be by secret written ballot With the exception of the Declarant's Class C
vote, the tight to vote in any Delegate District may not be separated from the ownership of the
Lot or Condornjn.jurn to which it is appurtenant, except that any Member may give a revocable
proxy in the manner described above, or may assign hisvoting rights to a contract purchaser, a
lessee, employee or tenant actually occupying his Lot or Condominiumor to the Mortgagee of
the Lot or Condominium for the term of the leaseor M6rtgage. The transfer or conveyance of a
Lot or Condominium to a new Owner or Owners automatically fransfers the appurtenant vote to
the new Owner, subject to (I) any Record Date establishedas provided above, and (2) any
outstanding assignment of the right to vote to a contract purchaser, lessee or Mottgagee as
provided herein. If there is more than olie (I) record Owner of any Lot or Condominium, any
and all of such Owners may attend any meeting ofthe Members, but the vote attributable to the
Lot or Condominium so owned shall not be increased byreason thereof. Co-Owners owning the
majority interest in a Lot or Condominium may designate in writing one (1) of their number to
vote. Fractional votes shall not be allowed, and the votefor each Lot or Condominium shall be
exercised, if at all, as a unit. Where no voting co-Owner is desiginted, or if the designation has
been revoked, the vote for the Lot or Condominium shall be exercised as the co-Owners owning
the majority interests in the Lot or Condominium mutually agree. However, no vote shall be cast
for any Lot or Condominium if i majority of the co-Qwiiers present in person or by proxy cannot
agree to said vote or other action. Unless the Boardreceives a written objection in advance from
a co-Owner, it shall be conclusively presumed that the votingco-Owner is acting with the
consent of all other co-Owners.

(v) Action by Written Ballot. Any Voting Proposal which may be
acted upon at a meeting of the Dekgate District Members may be voted upon without a meeting
by written ballot. Ballots shall be solicited in the same manner as provided herein for the giving
of notice of meetings of Members. Ballot solicitations shall also speci& (1) the voting power
represented by Delegates necessary to meet the Delegate quorum requirements, (2) the
percentage of approvals necessary to approve the action, (3) the procedures for casting Instructed
and Absentee Votes by the Delegates as piovided herein, and (4) the Sue by which ballots must
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be received in order to be counted. The form ofwritten ballot shall afford an opportunity to
specify a choice between approval and disapproval of each VotingProposal arid shall provide
that, where the Member specifies a choice, the vote shallbe cast in accordance therewith.

4.5.4. Voting Reports. In order to verify compliance with the foregoing voting
requirements, each ballot cast by a Delegate shall contain suchDelegate's certification of the
following information: (i) the total number of Class A and/orClass B votes represented by such
Delegate; (ii) the total number of Class A and/or ClassB "Instructed Votes" represented by the
Delegate which are cast "for" and "against" the Voting Proposal (or for individual candidates in
the case of the election of Directors); and (iii) the total number of "Absentee Votes" to be cast by
such Delegate "for" and "against" the Voting Proposal (or forindividual candidates in the case of
the election of Directors). The Spector of election shall tabulate the total number of Class A
and Class B votes cast by all Delegates in eachof the foregoing categories in order to determine
whether the necessary approvals have been obtained. It will be conclusively presumed for
purposes of all Maintenance Association business that Declarant's Delegate andeach Delegate
casting votes on behalf of the Owners of Lots orCondominiums in his Delegate District has
acted with the authority and consent of Declarant and all such Owners. AU agreements and
determinations lawfully made by the Maintenance Association in accordance withthe voting
procedures established herein and in the Bylaws are deemed to be binding upon all Members,
Owners and their respective successors and assigns.

ARTICLE V
FUNCTIONS OF MAINTENANCE ASSOCiATION

5.1. Permitted Functions.
The Maintenance Association is formed exclusively for those social welfarepurposes and
activities which are specifically and directly related to (i) equipping, maintaining, operating and
utilizing the Maintenance Property, including the social, recreational and otherImprovements
thereon, (ii) collecting assessments to finance the maintenance and utilization of the Maintenance
Property, and (iii) administering and enforcing the Restrictions (collectively, the "Permitted
Functions"). Notwithstanding the foregoing, Permitted Functions do not include (1) those
activities prohibited by Section 5.4 below. The funds and resourcesof the Maintenance
Association shall be utilized solely and exclusively for the directcosts of Permitted Functions,
Nothing in this Subsection 5.1 shall be deemed to precludethe use of the Maintenance Property
Facilities by Declarant or the Merchant Builders for promotional specialevents and other
purposes as authorized by Section 3.l.&

5.2. Powers and Duties.
The Maintenance Association has all of the powers of aCalifornia Nonprofit Mutual Benefit
Corporation, subject only to such limitations upon the exercise ofsuch powers as are expressly
set forth in the Restrictions. Subject to the Restrictions, the Maintenance Association has the
power to perform any and all lawfiul acts which maybe necessary or proper for or incidental to
the exercise of any of the express powers of the Maintenance Association. Subject to the
foregoing provisions, the Maintenance Association, acting though the Board, has:
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5.2.1. Assessments. The power and duty to levy assessments on the Owners of
Lots or Condominiums in Phases of Development in which assessmentshave commenced and to
collect and enforce payment of such assessments in accordance withthe provisions of Article VI
hereof.

5.2.2. Repair and Maintenance. The power and duty to accept title to and to
paint, plant, maintain and repair in a neat and attractivecondition,, all Maintenance Property and

all private streets, trails and drives, open space, slopes, privatedrainage facilities, streetscape
architecture, landscaping, utilities, recreational facilities, Maintenance Property Walls, fences or
other Improvements thereon, in a safe, sanitary and attractive conditionand in good order and
repair, and to pay for utilities, gardening and other necessaryservices for the Maintenance
Property. Subject to the Restrictions, all of the foregoing obligations of the Maintenance
Association shall be discharged when and in such manner as the Board determines in its
judgment to be appropriate, provided that the Maintenance Association shall (i) comply with the
Maintenance Guidelines, and (ii) conform with the requirements of anyagreements entered into
between Declarant or any Merchant Builder and a Local GovernmentalAgency pertaining to the
Properties including, without limitation, any agreements providing for maintenance ofPublic
Property by the Maintenance Association.

(1) Exclusions from Mainteuance. Notwithstanding the immediately
preceding Subsection, the Maintenance Association shall have no responsibility toprovide the
services referred to in this Subsection with respect to (a)any Dedicated Maintenance Property
which is accepted by a Local Governmental Agency for baintenance, (b) any other Jmprovement
(including without limitation parkway areas, median strips, trails and sidewalks)which is
accepted for maintenance by any state or Local Governmental Agency, (c) any Improvement
which is the maintenance responsibility of any Project Association pursuantto a Project
Declaration, or (d) except as otherwise provided in any SupplementalDeclaration the exposed
surface (including stucco repairs and painting but excluding wrought iron or glass), of any wall
or fence which immediately adjoins and faces any Lot, Condominiumor Common Area,
regardless of whether such wall is (1) located on the common property line separating the
Maintenance Property or Public Property from the Lot, Condominium or Common Area, or (2)
located wholly orpartially within the Maintenance Property, Public Property, Lotor Common
Area immediately adjacent to such common property line. Such responsibilityshall be that of the
applicable agency, entity, or adjacent Owner or Project Association.

4'

(ii) Modifications by Owners and Project Associations. No Owner
or Project Association shall place or install any sign orother Improvement or alter or remove the
Improvements on the Maintenance Property (including, without limitation, any Maintenance
Property Wall adjacent to a Lot, Condominium or Common Area)unless such placement,
installation or alteration is first approved in writing by theBoard. No Owner or Project
Association shall affix any object, vegetation or device to any Maintenance Property Wall, pierce
the stucco surface or otherwise expose the interior portion ofan Maintenance Property Wall to
the elements or install landscaping, irrigation systems or other Improvements on the Owner's Lot
or the Common Area in such proximity or manner so as to .zndermine or otherwise impair the
structural integrity of any Maintenance Property Wall or impair theweather resistant finish
thereon. If any Owner or Project Association allows any object,vegetation or device to be
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attached to any Maintenance Property Wail and it becomes necessazy for the Maintenance
Association to perform maintenance on such Maintenance Property Wall, theMaintenance
Association shall be entitled to require the Owner to remove such object, vegetation or device
prior to performing such maintenance and if such object, vegetation or device is not so removed,
the Maintenance Association shall be entitled to remove same and the Maintenance Association
shall have no liability for any loss or damage to such object, vegetation or device in connection
with the removal thereof and the completion by the MaintenanceAssociation of maintenance of
the Maintenance Property Wail. There shall be no structures constructedover any portion of the
Maintenance Property over which an open space, scenic or publicresource easement has been
dedicated to the City.

5.2.3. UtiLity Services. The power and duty to obtain for the benefitof the
Maintenance Property, commonly metered water, gas, electric or other utilityservices necessary
for the maintenance of the Maintenance Property. The Maintenance Associationshall also be
responsible for maintenance, repair and replacement of any private firehydrant system located on
the Maintenance Property.

5.2.4. Easements and Rights-of-Way. The power but not the dutyto grant and
convey to any Person easements, licenses or rights-of-way in, on,over or under the Maintenance
Property and fee title to parcels or strips of landwhich comprise a portion of the Maintenance
Property', for purposes consistent with the terms of this Declaration, including without limitation
easements for (i) roads, streets, walks, trails, driveways, parkways, landscaping,park areas, open
space areas arid slope areas; (ii) overhead or underground lines,cables, wires, conduits, or other
devices for the transmission of power or signals for lighting,beating, television, telephone and
other similar purposes; (iii) sewers, storm water drains, retention basins and pipes, water systems,
sprinkling systems, water, heating and gas lines or pipes, (iv)exclusive easements to Owners for
backyard, sideyard, and front yard purposes so long as theBoard makes a finding that the use and
maintenance of such area is more appropriately placed with theOwner than the Maintenance
Association (the foregoing shall not apply to exclusive use easementscreated by Declarant or any
Merchant Builder in any Supplemental Declaration); and (v) any similarImprovements, facilities
or uses not inconsistent with the use of such propertypursuant to this Declaration.

5.2.5. Manager. Subject to Section 5.4, the power and duty to contractwith a
professional Manager for the Maintenance Association. Except as otherwise approvedby the
DRE and as otherwise provided in this Declaration, any such management agreement, or any
agreement providing for services by Declarant to the Maintenance Association,shall be for a
tern-i not in excess of one (1) year (renewable by agreement of the parties for successive one (I)
year periods), and any such agreement shall be terminable bythe Maintenance Association,
acting through the Board, at any time without cause orthe payment of a penalty or termination
fee upon not more than ninety (90) days' written notice.

5.2.6. Rights of Entry and Enforcement. The power but notthe duty, after
Notice and Hearing, to enter any Lot or Common Areawithout being liable to any Owner or
Project Association, except for physical damage caused by such entry,for the purpose of
enforcing by peaceful means the provisions of this Declaration, orfor the purpose of maintaining
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or repairing any such Lot or Common Area if forany reason whatsoever the responsible Owner
or Project Association fails to maintain and repair any sucharea as required by the Restrictions;
provided that no items of construction on any such Lotor Common Area may be altered or
demolished except pursuant tojudicia! proceedings. The cost of any enforcementaction or any
maintenance and repair completed in compliance with these provisions isthe responsibility of the
Owner or Project Association and may be assessed against theresponsible Owner or Project
Association, as a Special Assessment. The responsible Owner or ProjectAssociation shall pay
promptly all amounts due for such work, and the costsand expenses of collection. Any physical
damage caused by entry upon any Lot or Common Areashall be repaired by the entering party.
The Maintenance Association may also commence and maintain actions and suits to restrain and
enjoin any breach or threatened breach of the Restrictions andto enforce, by mandatory
injunctions or otherwise, all of the provisions of the Restrictions. Wan action is brought by the
Maintenance Association, the prevailing party is entitled to recover reasonableattorneys' fees.

5.2.7. Legal and Accounting Services. Subject to Section 5.2.10, the power but
not the duty, if deemed appropriate by the Board, to retain and pay for legal and accounting
services necessary or proper in operating the Maintenance Property, enforcingthe Restrictions,
and performing any of the other Maintenance Association duties orrights.

5.2.8. Contracts. Except as otherwise approved by the DRE and as provided in
this Declaration, neither Declarant nor any of its agents shall enter any contract which would
bind the Maintenance Association or the Board for a period in excess of one (1) year.

5.2.9. Audit. The power and duty to permit any Owner, who may be
accompanied by an accountant or other consultant, at said Owner'ssole expense to audit or
inspect the Maintenance Association's books and records; provided that suchaudit or inspection
is made during normal business hours and without unnecessary interferencewith the operations
of the Manager or the Maintenance Association.

5.2.10. Litigation. Subject to Sections 12.5 and 12.14, the powerbut not the duty
to initiate, defends settle or intervene in mediation, arbitration, judicialor administrative
proceedings on behalf ofThe Maintenance Association in matters pertaining to(1) the application
or enforcement of the Restrictions and (ii) damage to the Maintenance Property. Any recovery
by the Maintenance Association with respect to any damage to or defect in the Maintenance
Property shall be utilized solely for the purpose of payingfor the costs of obtaining the recovery
and for correcting such Maintenance Property damage or defect.

5.2.11. Release Security. The power and duty to release securityand exonerate
bonds posted by Declararn to secure obligations to the MaintenanceAssociation immediately
upon satisfaction of the obligations giving rise to such security.

5.3. Rules and Regulations.
The Board may adopt such Rules and Regulations as itdeems proper for the use, occupancy and
maintenance of the Properties. To be effective, a copy ofthe Rules and Regulations, as adopted,
amended or repealed, mast be posted in a conspicuous place in the Maintenance Property or
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must be mailed or otherwise delivered to each Owner. When mailed, delivered or posted, the
Rules and Regulations shall have the same force and effect as if they were set forth herein;
provided, however, that the Rules and Regulations shall be enforceable only to the extent that
they are consistent with this Declaration, any applicable Supplemental Declaration, the Articles
and the Bylaws, and may not be used to amend any of such documents.

5.4. Prohibited Activities.
Notwithstanding any other provisions of this Declaration or the otherRestrictions, the
Maintenance Association is expressly prohibited from undertaking or performing anyof the
following activities, or expending or otherwise utilizing Maintenance Association fundsor
resources therefor, and the following activities shall not constitute PermittedFunctions of the
Maintenance Association:

5.4.1. Of.fsite Nuisances. The Maintenance Association shall not use any
assessments or expend Maintenance Association funds or resources to abateany annoyance or
nuisance emanating from outside the physical boundaries of Phases ofDevelopment in which
Common Assessments have commenced.

5.4.2. Political Activities. The Maintenance Association shall not (i) participate
in Federal, State and local political activities or activities intended to influence a governmental
action affecting areas outside the boundaries of the Properties (e.g., endorsement or support of
(I) legislative or administrative actions by a Local Gov&ninental Agency which affect persons or
property outside the Properties, (2) candidates for elected or appointed office, and (3) ballot
proposals) or (ii) conduct, sponsor, participate in or expend fundsor resourceà on any activity,
campaign or event, including without limitation any social or politicalcampaign, event or
activity, which does not directly and exclusively pertain to a Permitted Function.

ARTICLE VI
FUNDS AN)) ASSESSMENTS

6.1. Obligation.
Declarant and any Merchant Builder, for each Lot or Condominium owned by Declarant or such
Merchant Builder which is subject to assessment, hereby covenants andevery other Owner of
any Lot or Condominium, by acceptance of a deed or.otherconveyance therefor, whether or not it
shall be so expressed in such deed or such other instrument, is deemed to covenant to pay to the
Maintenance Association (i) annual Common Assessments for Common Expenses, (ii)Capital
Improvement Assessments, (iii) Special Assessments, and (iv) Reconstruction Assessments; such
assessments to be established and collected as hereinafter provided. Allassessments, together
with interest, costs, and reasonable attorneys' fees for the collection thereof, shall be a charge on
the land and shall be a continuing lien upon theLot or Condominium against which such
assessment is made (provided that Special Assessments liens cannot beenforced under Sections
2924, 2924(b) and 2924(c) of the California Civil Code). Thepersonal obligation of assessments
shall not pass to the successors-in-title to any Owner, unless expressly assumed by them.
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6.2. Maintenance Funds.
The Board shah Budget, establish and maintain at least the following separate accounts (the
"Maintenance Funds") into which shall be deposited all monies paidto the Maintenance
Maintenance Association, and from which disbursements shall be made, asprovided herein, in
the Maintenance Association's performance of its functions under the Restrictions:

6.2.1. General Operating Fund. A General Operating Fund for current
expenses of the Maintenance Association, exclusive of current expenses attributableto the
Improvements and maintenance responsibilities included within the Cost Centers, ifany.

6.2.2. General Reserve Fund. An adequate General Reserve Fund for the
deposit of Reserves attributable to Improvements within the Maintenance Property, exclusive of
Reserves attributable to improvements included in the Cost Centers, ifany.

6.2.3. Cost Center Operating Fund. A Cost Center Operating Fund for current
expenses of each Cost Center, if any, which has beencompleted and is subject to maintenance by
the Maintenance Association.

6.2.4. Cost Center Reserve Fund. An adequate Cost Center ReserveFund for
the deposit of Reserves attributable to each Cost Center, ifany, which has been completed and is
subject to maintenance by the Maintenance Association.,

6.2.5. Miscellaneous Maintenance Funds. Any other Maintenance Funds
which the Board of Directors may deem necessary.

6.3. Disbursements.
All Maintenance Funds shall be used solely for the purposesauthorized by the Restrictions, as
amended. The Board is authorized to transfer interest and otherearnings on the General Reserve
Fund and Cost Center Reserve Fund into the respective OperatingFund in order to satisfy
income taxes payable by the Maintenance Association attributable to such interest and earnings.
The signatures of either two (2) Directors of the MaintenanceAssociation or one (1) Director and
one (I) officer of the Maintenance Association who is notalso aDirector of the Maintenance
Association shall be required for the withdrawal of money from the Maintenance Association's
Reserve funds. Disbursements from the particular Maintenance Funds shall belimited to specific
purposes as follows:

6.3.1. Cost Center Reserves. Disbursements from each Cost Center Reserve
Fund shall be made solely fot the purpose of fundingReserve expenditures attributable to the
Cost Center for which the fund was created.

6.3.2. Cost Center Operations. Disbursements from each Cost Center
Operating Fund shall be made solely for the purpose offunding the current operating Common
Expenses of the Cost Center for which the fund was created.
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6.3.3. General Reserves. Disbursements from the General Reserve Fund shall
be made solely for the purpose of funding those Reserve expenditures which are not Budgeted to
a Cost Centet

63.4. General Operations. Disbursements from the General Operating Fund
shall be made for such purposes as are necessary for the discharge of the Maintenance
Association's responsibilities under the Restrictions, for the common benefit ofall Owners, other
than those purposes specified in Subsections 6.3.1 through 6.3.3 above. Nothing contained
herein shall preclude the establishment of additional Maintenance Funds bythe Maintenance
Association earmarked for specified purposes authorized by the Restrictions. The Maintenance
Association shall not impose or collect an assessment, penalty orfee which exceeds the amount
necessary for the purpose or purposes for which it is levied. If the Maintenance Association
decides to use or transfer Bnerve funds to pay for litigation, the Maintenance Association must
notit' its Members of the decision in the next available mailing. Such notice shall provide an
explanation of why the litigation is being initiated or defended, why operating fluids cannot be
used, how and when the Reserve funds will be replaced, and a proposed budget for the litigation.
The notice must state that the Members have a right to review an accounting for the litigation as
provided in Section 1365.5 of the California Civil Code whichwill be available at the
Maintenance Association's office. The accounting shall be updated monthly.

6.4. Maintenance Property Damage or Nelect
If any maintenance, repair or replacement of the Maintenance Property(including, without
limitation, damage to any Maintenance Property Wall or parkway adjacent to a Lot,
Condominium or Common Area) is necessitated in the sole judgmentof the Board as a result of
the willful or negligent act or neglectof a Project Association, its members, guests or invitees, or
an Owner, such Owner's Representatives, such maintenance, repairs or replacements shall be
performed at the expense of such Project Association or Owner, after Notice and Hearing, and a
Special Assessment therefor shall be levied against such Project Associationor Owner; provided,
however, that the liability of an individual Pioject Association orOwner for such damage to the
Maintenance Property shall not be absolute, but shall only be that for which the Project
Association or Owner is legally responsible under California law. Theforegoing shall include,
without limitation, any settlement damage to any Maintenance Properly Walland wall footings
adjoining a Lot, Condorniniuni. or Common Area caused by any excavation, construction or
excess irrigation occurring on such adjacent Lot, Condominium or CommonArea.

6.5. Common Assessments.
Each annual Common Assessment shall constitute an aggregate of separate assessments for each
of the Maintenance Funds, reflecting an itemization of the amounts assessed and attributable to
prospective deposits into the General Operating and Reserve Funds, theCost Center Operating
and Reserve Funds, and any other Maintenance Fund established bythe Maintenance
Association. Sunis sufficient to pay Common Expenses shall be assessedas Common
Assessments against the Owners of Lots and Condominiums as follows:

6.5.1. Assessment Units. The Maintenance Association Common Expenses
shall be allocated among the Owners and their respective Lots or Condominiums for which
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Common Assessments have commenced based upon the number of Assessment Units chargeable
to each such Lot or Condominium. Assessment Units are allocatedas follows:

(i) Residential Area. Each Residential Area single-Family Lot and
Condominium, and the Owner thereof; shall be allocated one (I) Assessment Unit

(ii) Apartment Area. Each Apartment Area Lot developed as a multi-
Family project for rental apartments, and the Owner thereof, shall be allocated one ('s)
Assessment Unit for every two (2) apartment unit Residences or fractions thereof located on such
Apartment Area Lot for which the City or other appropriateLocal Governmental Agency has
issued a certificate of occupancy or other comparable final authorization permitting occupancy of
such apartment Residences.

6.5.2. General Assessment Component. The Common Expenses of the
Maintenance Association exclusive of Common Expenses Budgeted to the Cost Centers
('General Assessment Component") shall be allocated among all of theResidential Area and
Apartment Area Lots and Condominiums and the Owners thereof basedon the number of
Assessment Units allocable to each Owner. The proportionate share ofthe General Assessment
Component of Common Expenses chargeable to each Residential Area andApartment Area Lot
and Condominium and the Owner(s) thereof shall be a fraction, the numerator of which is the
number of Assessment Units allocated to such Lot or Condoniiniuxn,and the denominator of
which is the total number of all Assessment Units allocAtedto all Residential Area arid
Apartment Area Lots and Condominiums in the Properties which aresubject to assessment.

6.5.3. Cost Center Assessment Component Thatportionofthe Common
Expenses of the Maintenance Association comprising Cost Center Operating and Reserve Funds
Budgeted to any particular Cost Center CCost Center Assessment Component") shall be assessed
equally to the Owners of Lots and Condominiums designated ina Supplemental Declaration as
Lots and Condominiums to which the exclusive or disproportionate maintenance of such Cost
Center has been allocated. The Supplemental Declaration covering a Lotor Condominium
subject to a Cost Center Assessment Component shall: (1) Identify the Cost Center, if existing, or
describe the Cost Center if proposed; (ii) Identify the Lots and Condominiums covered by the
Supplemental Declaration which are entitled to use the facilities ofthe Cost Center or which are
obligated to bear the exclusive or disproportionate maintenance of suchCost Center and which
shall be obligated to pay the Cost Center Assessment Component attributable to such Cost
Center; and (iii) Specify the Common Expenses comprising the Cost Center Assessment
Component attributable to such Cost Center. Unless otherwise provided in such Supplemental
Declaration, the proportionate share of the Cost Center Assessment Componentof Common
Expenses chargeable to each Lot and Condominium located in such Cost Center and the Owners
thereof shall be a fraction, the numerator of which is the number of Assessment Units allocated
to the Lot or Condominium in the Cost Center ownedby each Owner, and the denominator of
which is the total number of all Assessment Units allocatedto Lots and Condominiums located
in such Cost Center.
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Common Assessments shall be levied against the Owners of Lotsand
Condominiums in the first Phase of Development in which Common Assessments commence in
the amounts as set forth in the Maintenance Association Budget on file with the DRE.
Thereafter, as Common Assessments commence with respect to each Phaseof Development, the
Common Assessments shall be adjusted, subject to the provisions of Section 6.7 below, in
accordance with the combined Budget of the Maintenance Association approved by the Board
from time to time, and subject to thelimitations imposed bythe maximum range of Common
Assessments disclosed in all previous Public Reports for the Properties.

6.6. Commencement of Common Assessments.

6.6.1. Commencement Date. Common Assessments shall commence as to Lots
or Condominiums in any Residential Area Phase of Development requiringthe issuance of a
Public Report by the DRE (or any combined Residential/Apartment AreaPhase of Development)
on the first day of the first month following the month in which the first Close of Escrow occurs
for the sate of a Lot or Condominium in such Phase of Development Common Assessments
shall conimence as to each Apartment building in an ApartmentArea Phase of Development on
the first day of the first month following the monthin which the first residential occupancy of
any portion of such Apartment Building occurs; provided that in no event shall Common
Assessments commence with respect to any Apartment Area Phase oft)evelopment until
Common Assessments have commenced on a Residential Area Lot orCondominium.
Notwithstanding the foregoing, if the first occupancy of an Apartment building in an Apartment
Area Phase of Development occurs prior to the date upon which such Phase of Development
becomes subject to this Declaration, Common Assessments shall commence 25to such
Apartment building on the first day of the first monthfollowing the month in which such Phase
of Development becomes subject to this Declaration. The first annualCommon Assessment
shall be adjusted according to the number of months remaining in the fiscal year established
pursuant to the Bylaws.

6.6.2. Payment Procedure. Subject to Section 6.7.4, the Board shallfix the
amount of the annual Common Assessment to be levied againsteach. Lot or Condominium at
least thirty (30) days in advance of each Common Assessment period. However, unless
otherwise established by the Board, the initial annual Common Assessmentshalt be levied in
accordance with the most recent Budget on file with apd approved by the DRE. Written notice of
any increase in the amount of the annual Common Assessment or any Capital Improvement or
Reconstruction Assessment shall be sent by first class mail toevery Owner subject thereto, not
less than thirty (30) nor more than sixty (60) days prior to the increased assessment becoming
due. All installments of Common Assessments shall be collected in advance on a regular basis
by the Board, at such frequency and on such duedates as the Board determines from time to time
in its sole and absolute discretion. Each installment of aCommon Assessment may be paid to
the Maintenance Association in one (1) check or in separate checks, as payments attributable to
deposits into specified Maintenance Funds. If any payment of aCommon Assessment
installment is less than the amount assessed and the paymentdoes not specify the Maintenance
Fund or Funds into which it should be deposited, thepayment received by the Maintenance
Association from that Owner shall be credited in order ofpriority first to the General Operating
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Fund until that portion of the Common Assessment has beensatisfied, then to any applicable
Cost Center Operating Fund until that portion of the Common Assessment has been satisfied,
then to the General Reserve Fund until that portion ofthe Common Assessment has been
satisfied, then to any applicable Cost Center Reserve Fund until that portion of the Common
Assessment has been satisfied, then to any other Maintenance Fundsestablished by the
Maintenance Association.

6.6.3. Excess Funds. During the term of any subsidy agreementbetween
Declarant and the Maintenance Association approved by the DRE ("SubsidyAgreement"), and
during any period of time that the amount of the Common Assessments invoiced to the Owners is
stabilized at a level amount pursuant to Section 6.7.4 below, all excess funds remaining in the
Maintenance Funds over and above the amounts used for the operation and payment of Common
Expenses of the Properties (including Reserves) shall be used bythe Maintenance Association to
fund future Maintenance Fund deficits. After the termination of anySubsidy Agreement and any
program of stabilized Common Assessment payments pursuant to Section 6.7.4,the Board of
Directors may determine that excess funds remaining in the OperatingFunds, over and above the
amounts used for the operation of the Properties, may beused to reduce the following year's
Corn.tnon Assessment attributable to such Maintenance Funds.

6.6.4. Exemption. Subject to the provisions of any Subsidy Agreement,
notwithstanding any other provision of this Declaration, until (i) anotice of completion (if
applicable) of a Maintenance Property Improvement hS been Recorded, (ii)such Maintenance
Property Improvement has been placed into use, or (iii) thecompletion date for such
Maintenance Property improvement specified in the Planned Construction Statement onfile with
the DRE with respect to such Maintenance Property Improvement, whichever occurs first, each
Owner (including Declarant and the Merchant Builders) is exempt frompaying that portion of
any Common Assessment which is for the purpose of defrayingexpenses and Reserves directly
attributable to the existence and use of such Maintenance PropertyImprovement.

6.7. Limitations on Common Assessment Increases.
Subject to Section 6.7.4 below, the Board shall not levy, for any fiscal year, an annual Common
Assessment which exceeds the "Maximum Authorized Common Assessment" as deterajined
pursuant to Sections 6.7.1 and 6.7.2 below, unless first approved by the vote of Delegates
representing at least (1) in the case of an increasein th General Assessment Component, a
majority of votes at a meeting or written ballot ofDelegates in which more than fifty percent
(50%) of the total voting power of the Maintenance Associationis represented, and (ii) in the
case of an increase in a Cost Center Assessment Component, a majority of votes at a meeting or
written ballot of the Delegates for the Cost Center generatingsuch Cost Center Assessment
Component at which more than fifty percent (50%)ofthe total voting power attributable to such
Cost Center is represented.

6.7.1. Maximum Authorized Common Assessment for Initial Year of -
Operations. Until the first day of the fiscal year immediately followingthe fiscal year in which
Common Assessments commence, the Maximum Authorized Common Assessment per Lotor
Condominium is one hunted twenty percent (120%) of the amountof Common Assessments
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disclosed in the current Budget of the Maintenance Association filedwith the DICE at the time
Common Assessments commence. The provisions of this Subsection shall beapplied separately
to the General Assessment Component and the Cost Center Assessment Component, if any, of
the Common Assessment. Notwithstanding the foregoing, this Section does notlimit Common
Assessment increases authorized pursuant to Section 6.7.4 below, or necessary to address an
Emergency Situation as defined in Section 6.7.5 below.

6.7.2. Maximum Authorized Assessment for Subsequent Fiscal Years.
Beginning with the fiscal year immediately following the fiscal year in which Common
Assessments commence, the Maximum Authorized Common Assessment in any fiscal year is
one hundred twenty percent (120%) of the level of CommonAssessments levied in the
immediately preceding fiscal year; provided that distribution of the Budget for the current fiscal
year in accordance with Section 13 65(a) of the California Civil Code or other applicable law is a
prerequisite to any increase in the Maximum Authorized Common Assessment for such fiscal
year pursuant to this Subsection. The provisions of this Subsection shall be applied separately to
the General Assessment Component and the Cost Center Assessment Component, if any, of the
Common Assessment. Notwithstanding the foTegoing, this Section does not limitCommon
Assessment increases authorized pursuant to Section 6-7.4 below, or necessaryto address an
Emergency Situation as defined in Section 6.7.5 below.

6.7.3. Supplemental Common Assessments. If the Board determines that the
important and essential functions of the Maintenance Association may beproperly funded by an
annual Common Assessment less than the Maximum Authorized Common Assessment, it may
levy such lesser Common Assessment. If the Board levies a Common Assessment in an amount
less than the Maximum Authorized Common Assessment for any fiscal year amid thereafter,
during such fiscal year, determines that the important and essential functions of the Maintenance
Association cannot be funded by such lesser Common Assessment, the Board may levy one (1)
or more supplemental Common Assessments up to the Maximum AuthorizedCommon
Assessment.

6.74. Automatic Assessment Increases. Notwithstanding any other provisions
of this Declaration, upon the annexation of additional Phases ofDevelopment pursuant to Article
II hereof, the Common Assessments shall be automatically increased bythe amount, if any,
necessary to maintain the Maintenance Property located within such additionalPhases of
Development in accordance with the standards prescri6ed by the then current DRE Operating
Cost Manual or, if the Operating Cost Manual is no longer maintained by the DRE, pursuant to
standards prescribed by comparable maintenance cost guidelines prepared in accordance with
prudent property management practices for "common interest developments" (as definedin
Section 135 1(c) of the California Civil Code) consistently applied throughout the geographic
region in which the Properties are located. However, such increaseshall occur only if the
amount of such increase does not result in the levyof a Common Assessment which exceeds the
upper range of Common Assessments disclosed in all previously issuedPublic Reports for the
Properties. If annexation of Maintenance Property results in an increasein the Common
Assessment which is permissible under this Section 6.7.4, then theMaintenance Association
shall be obligated to collect such increased Common Assessment andaccept title to and assume
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the maintenance responsibility for such Maintenance Property. However, to minimizethe need
for frequent adjustments in the amount of the Common Assessments during the development of
the Properties, the Board may stabilize the amount of theCommon Assessments invoiced to the
Owners at a level amount calculated to defray the CommonExpenses of the Maintenance
Association during the time that Common Assessments are fluctuating dueto the periodic
annexation of Lots, Condominiums and Maintenance Property. By accepting titleto a Lot or
Condominium in the Properties, each Owner consents to the CommonAssessment increases
specified in this Section.

6.7.5. Emergency Situations. For purposes of Sections 6.7.1, 6.7.2 and6.8, sri
"Emergency Situation" is any of the following:

(i) Court Ordered Items. An extraordinary expense required by an
order of a court;

(ii) Safety Items. An extraordinary expense necessary to repair or
maintain the Maintenance Property or any portion thereof for whichthe Maintenance Association
is responsible when a threat to the safety of Personswithin the Properties is discovered; and

(iii) Reasonably Unforeseen Items. An extraordinary expense
necessary to repair or maintain the Maintenance Property or anyportion thereof for which the
Maintenance Association is responsible that could not hAve been reasonablyforeseen by the
Board when preparing the Budget. Prior to the imposition orcollection of an assessment
pursuant to this Subsection (iii), the Board must pass a resolution containing written findings as
to 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 resolutionshall be distributed to
the Members with the notice of the assessment.

6.8. Capita! Improvement Assessments.
The Board may levy, in any fiscal year, a CapitalImprovement Assessment applicable to that
year only for the pprpose of defraying, in whole or in part, the cost of any construction,
reconstruction, repair or replacement of a Capital Improvement upon theMaintenance Property,
including fixtures and personal property related thereto; pmovided that allproposed Capital
Improvement Assessments shall require the vote of De.legates representing atleast a majority of
votes at a meeting or written ballot of Delegates in which is represented more than fifty percent
(5D%) of the total voting power attributable to Members subjectto such Capital Improvement
Assessment. Notwithstanding the foregoing, the Board may levy in anyfiscal year a Capital
Improvement Assessment applicable to that fiscal year without the voteof the Delegates if such
Capital Improvement Assessment is necessary for addressing an Emergency Situation as defined
in Section 6.7.5. All Capital Improvement Assessments must be leviedagainst all Lots and
Condominiums in the same manner and in the same proportionsas Common Assessments are
levied, and they shall be collected in the manner and frequency determined by the Board.
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6.9. Exempt Property.
The following property subject to this Declaration shall be exempt from the assessments herein:
those portions of the Properties dedicated in fee and acceptedby a public body, agency or
authority; the Maintenance Property owned in fee by the MaintenanceAssociation; and alt
Common Area owned in fee by any Project Association.

6.10. fteujedies of the Maintenance Association.
Any installment of a Common Assessment, Capital Improvement Assessment, Special
Assessment, or Reconstruction Assessment not paid within thirty (30) days after the due date
shall bear interest from the due date of such installmentat a rate determined by the Board, but in
no event more than the then maximum nonusurious rate permittedby law. Additionally, the
Board may levy a late charge in accordance with California Civil Code Section 1366 or any
successive law or ordinance in addition to the interest charged as described above to compensate
the Maintenance Association for increased bookkeeping, billing and other administrative costs.
No such late charge on any delinquent installment of an assessment shall exceed the maximum
axnoimt allowable by law. If any installment of an assessmentis not paid within thirty (30) days
after it is due, the Maintenance Association may bring an action at law against the Owner(s)
personally obligated to pay the same, or, with respect to Common Assessments, Capital
Improvement Assessments, Special Assessments (except as provided below) and Reconstruction
Assessments, foreclose the lien against the Lot or Condominium. SpecialAssessments shall not
be enforced under Sections 2924,2924(b) or 2924(c) of the California Civil Code. No Owner
may escape liability for the assessments provided for be'rein byrelinquishment of the
Membership, or by nonuse of the Maintenance Property or abandonmentof the Lot or
Condominium. In addition to the foreclosure and other remedies granted the Maintenance
Association herein, each Owner, by acceptance of a deed tosuch Owner's Lot or Condominium,
hereby conveys to the Maintenance Association all of such Owner's right, title and interest in all
rents, issues and profits derived from and appurtenant to such Lot or Condominium, subject to
the right, power and authority of the Maintenance Association to collect and apply such rents,
issues and profits to any delinquent assessments owed by such Owner, reserving to the Owner the
right, prior to any default by the Owner in thepayment of assessments, to collect and retain such
right, prior to anydefauh by the Owner in the paymentof assessments, to collect and retain such
rents, issues and profits as they may become due and payable. Upon any such default the
Maintenance Association may, upon the expiration of thirty (30) daysfollowing delivery to the
Owner of the "Notice of Assessment" described herein, either inperson, by agent or by receiver
to be appointed by a court, and without regard tothe adequacy of any security for the
indebtedness secured by the lien described herein, (i) enter in or upon and take possession of the
Lot or Condominium or any part thereof, (ii) in theMaintenance Association's name sue for or
other-wise collect such rents, issues and profits, including those partdue and unpaid, and (iii)
apply the same, less allowable expenses of operation, to any delinquencies of the Owner
hereunder, arid in such order as the Maintenance Association maydetermine. The entering upon
and taking possession of the Lot or Condominium, the collectionof rents, issues and profits and
the application thereof; shall not cure or waive any defaultor notice of default hereunder or'
invalidate any act done pursuant to such notice.
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6.11. Notice of Lien.
No action may be brought to enforce any assessment lienherein, unless at least thirty (30) days
have expired following the date a Notice of Lien is deposited in the United States mail, certified
or registered, postage prepaid, to the Owner of the Lotor Condorniniuni, and a copy thereof has
been Recorded by the Maintenance Association. The Notice of Lien shall be in such form and
shall contain such information required by Section 1367(b) of the California Civil Code, or any
similar California Statute hereafter enacted, and must be signed andacknowledged by an officer
of the Maintenance Association or such other Person expressly authorizedby the Board to sign
Notices of Liens, and such lien shall be prior to any declaration of homestead Recorded after the
date on which this Declaration is Recorded. The lien shall continue until fully paid or otherwise
satisfied.

-

6.12. Foreclosure Sale.
With the exception of Special Assessments liens (which may only be foreclosed judicially), a
sale to foreclose the assessment lien may be conducted bythe trustee designated in the Notice of
Lien (or any successor trustee substituted therefor) in accordance withthe provisions of Section
2924, 2924a, 29241,, 2924c. and 2924f of the California Civil Code, or in accordance with any
similar statute hereafter enacted applicable to the exercise of powersof sale in Deeds of Trust, or
in any other manner permitted by law. The Maintenance Association,through duly authorized
agents, may bid on the Lot or Condominium, at foreclosuresale, and may acquire and bold, lease,
mortgage, and convey the same. Upon completion of the foreclosure sale, the Maintenance
Association or the purchaser at the sale may file suit to 6cure occupancy of the Lot or
Condominium, and the defaulting Owner shall be required to paythe reasonable rental value of
'the Lot or Condominium during any period of continued occupancyby the defaulting Owner or
any persons claiming under the defaulting Owner.

6.13. Curing of Default.
Upon the timely curing of any default for which the Maintenance Association filed a Notice of
Lien, the Maintenance Associatioti shall Record an appropriate Release ofLien, upon payment
by the defaulting Owner of a reasonable fee to be determined by the Board to covet the cost of
preparing and Recprding such release. A certificate, executed and acknowledged by any officer
of the Maintenance Association, or such other person expressly authorizedby the Board, stating
the indebtedness secured by the liens upon any Lot orCondominium created hereunder, shall be
conclusive upon the Maintenance Association and theOwners as to the amount of such
indebtedness as of the date of the certificate in favorof all persons who rely thereon in good
faith. Such certificate shall, be furnished to any Owner upon request at a reasonable fee, to be
determined by the Board.

6.14. Cumulative Remedies.
The assessment lien and the rights of foreclosure and sale thereunder are in addition to and not in
substitution for all other rights and remedies which the Maintenance Association and its assigns
may have against any delinquent Owner or delinquent Project Association hereunder and bt law,
including a suit to recover a money judgment for unpaidassessments, as above provided.
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6.15. MortgageProtection-Liens.
Subject to Section 6.16 below, no lien created under this Article VI, nor any breach of this
Declaration., nor the enforcement of any provision hereof or ofany Supplemental Declaration
hereto defeats or renders invalid the rights of the Beneficiary under any Recorded Deed of Trust
upon a Lot or Condominium, made in good faith andfor value. After a Beneficiary or other
Person obtains title to a Lot or Condominium by judicial foreclosure or by means of the powers
set forth in such Deed of Trust, the Lot orCondominium shall remain subject to the Restrictions
and the payment of all installments of assessments and otherobligations, accruing after the date
the Beneficiary or other Person obtains title.

6.16. Priority of Assessment Lien.
Mortgages Recorded before a Notice of Lien have lien priority over the Notice of Lien. The sale
or transfer (including any "deed in lieu" of foreclosure) ofany Lot or Condominium does not
affect the assessment lien; except that the sate or transferof any Lot or Condominium pursuant to
judicial or nonjudicial foreclosure of a first Mortgage Recorded priorto a Notice of Lien
extinguishes the lien of such assessment as to payments whichbecame due prior to such
foreclosure sale or transfer. No sale or transfer relieves suchLot or Condominium from lien
rights for any assessments thereafter becoming due. No Person who obtains title to a Lot or
Condominium through judicial or nonjudicial foreclosure of the first Mortgageis liable for the
share of the Common Expenses or assessments chargeable to such Lot or Condominium which
became due prior to the acquisition of title to suchLot or Condominium by such Person Such
unpaid share of Common Expenses and assessments is a Common Expense collectible from all
of the Lots and Condominiums, including the Lot orCondominium belongingto such Person.

ARTICLE VU
RESIDENTIAL AREA USE RESTRICTIONS

Subject to the exemptions of Declarant and Merchant Builder, theResidential Area shalt
be held, used and enjoyed subject to the following restrictions. Supplemental Declarations may
establish supplementary or more restrictive use restrictions for Annexed Territory so long as the
restrictions are generally consistent with the scheme of government that is established in this
Declaration and any Supplemental Declaration. Supplemental Declarations may add use
restrictions or replace the use restrictions contained in this Articlefor the Annexed Territory such
Supplemental Declaration encumbers. The Apartment Area is exempt from theprovisions of this
Article VII.

7.1. Residential Use.
All Lots and Condominiums shall be improved and used solely for single-Family residential use.
This provision does not preclude any Owner in the Propertiesfrom renting or leasing all of his
Lot or Condominium by means of a written lease orrental agreement subject to the Restrictions.
No Lot or Condominium may ever be used in anyway, directly or indirectly, for any business,
commercial, manufacturing, mercantile, storage, vending, or other such nonresidential purpàses;
eccept Declarant and Merchant Builders, their successors and assigns, mayuse any portion of the
Properties owned by them for model home sites and displayand sales offices during the
construction and sales period, in accordance with Article X hereof. The provisions of this
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Section 7.1 do not preclude professional or similar occupations without external evidence
thereof, provided that all of the following conditions are fulfilled: (i) such activities are
conducted in conformance with all applicable governmental ordinances; (ii) thepatrons or
clientele of such activities do not visit the Properties orpark their vehicles within the Propez-ties
in connection with such activities; (iii) the existence or operation of such activities is not
apparent or detectable by sight, smell, sound or other rnea.ns from outside of the boundaries of
the Lot or Condominium where it is being conducted; (iv) such activity does not increase the
liability or casualty insurance obligation or premium of the Maintenance Association or any
Project Association; and (v) such activities are consistent with theresidential character of the
Properties and conform to the provisions of the Restrictions.

7.2. Improvements.

7.2.1. Single Family Residence. No Lot may be improved except with one (1)
Residence designed to accommodate no more than a Family and its domestic servants and
occasional guests, plus a garage, fencing, landscaping and other improvements as are necessary
or customarily incident to a Family Residence.

7.2.2. Maximum Building Height. No portion of the construction onany Lot
(exclusive of chimneys, vent stacks or other normal protuberances which in the sole opinion of
the Architectural Committee, are of normal height and distribution) shall exceed the maximum
height allowed by the City. Rooftop mechanical equipmhnt shall notbe permitted within the
Properties, however, solar equipment or other energy savings devices shallbe pennitted with
City approval.

7.2.3. Setbacks. Except as otherwise provided in a Supplemental Declaration.,
grant deed or instrument recorded by Declarant and/or Merchant Builderand with the exception
of Improvements constructed by Declarant or a Merchant Builder, setback requirements for all
Improvements and construction on Lots shall be the more restrictive of those required by the City
or Architectural Committee Guidelines.

7.2.4. Garages. Garages shall be capable of accommodating at least two (2)
automobiles.

7.2.5. Exterior Facilities. With the exception of those constructed byDecla.rant
or Merchant Builder, no sports facility, including, without limitation, basketballbackboards shall
be inst.alled unless in accordance with the applicable Architectural Committee Guidelines. With
the exception of those constructed by Declarant or Merchant Builder, no patio covering, wiring
or air conditioning, water softener or other device shall be installed in the exterior of the
Residence or allowed to protrude through the walls or roofof a Residence without prior written
approval of the Architectural Committee.

7.2.6. Fences. With the exception of those constructed by Declarant or a
Merchant Builder, no fence, wall, hedge or other dividing device may be erected, painted, altered
or maintained on any Lot or Common Area which borders or is visible from any public or private
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sheet, any of the Maintenance Property, or any other Lot, or Common Area, unless such fence or
wall is first approved in writing by the Architectural Committee. With the exception of
alterations or modifications by Declarant or a Merchant Builder, all alterations or modifications
of the fences or walls of any type require theprior written approval of the Architectural
Committee.

7.2.7. Variances. The Architectural Committee shall be entitled to grant
variances from the Restrictions in this Subsection only in hardshipcases where, due to the
configuration or topography of a Lot, compliance with the foregoing restrictions would be

impossible or impractical.

7.3. Landscaping.
Within one hundred eighty (180) days after the Close ofEscrow for the sale of a Lot or
Condominium, the Owner must install and must thereafter maintain (exceptfor any landscaping
to be maintained by the Maintenance Association or a ProjectAssociation, if applicable) plants,
shrubs, trees, and any other appropriate landscaping Improvements, pursuant toplans and
specifications approved by the Architectural Committee, on all yard areasthat are on or are
assigned as exclusive use easement areas of the Lot orCondominium. Each Owner must
properly maintain and periodically replace when necessary all trees, plants,grass, vegetation and
other landscaping Improvements located on such Owner's Lot which arenot the maintenance
responsibility of a Project Association or the Maintenance Association. Noplants or seeds
infected with Sects or plant diseases may be brought upon, grown or permitted to exist upon
any part of the Properties. Subject to Article X, the Board may adopt, amend or supplement the
Architectural Committee Rules to regulate landscaping permitted and required inthe Properties.
If an Owner fails to install and maintain landscaping in conformance with the Architectural
Committee Rules, or allows his Lot or landscaping to deteriorateto a dangerous, unsafe,
unsightly or unattractive condition, the Board, upon thirty (30) days' prior written notice to such
Owner, may seek any remedies at law or in equitywhich it may have and, after Notice and
Hearing, may correct such condition and enter upon such Owner'sproperty for the purpose of
doing so, and such Owner shall promptly reimburse the MaintenanceAssociation for the cost
thereof. Such cost shall be a Special Assessment enforceable inthe manner as set forth in this
Declaration.

7.4. Parking and Vehicular Restrictions.
The Maintenance Association may elect to delegate th responsibility forenforcing the
restrictions contained in this Section 7.4 to any Project Association. If the Maintenance
Association notifies a Project Association that the Maintenance Association hasdelegated its
responsibilities, the Proj ect Association must enforce these restrictions as they apply to the
property subject to the Project Association's jurisdiction. If a Project Association fails to
enforce these restrictions, the Maintenance Association may revoke the delegationor impose a
Special Assessment on the Project Association.

7.4.1. Authorized Vehicles. The following vehicles are "Authorized Vehicles":
standard passenger vehicles, including without limitation automobiles, passenger vans designed
to accommodate ten (10) or fewer people, motorcycles and pick-uptrucks having a
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manufacturer's rating or payload capacity of three-quarter (3/4) ton orless. Authorized Vehicles
may be parked in any portion of the Properties intended for parking of motorized vehicles,
subject to the Restrictions. No Owner may park any vehiclein a manner so that the Maintenance
Association determines that the vehicle unreasonably extends beyond the boundariesof a parking
space or into streets or sidewalks within the Properties. TheMaintenance Association has the
power to identir additional vehicles as Authorized Vehicles to adaptthis restriction to new types
of vehicles produced by manufacturers.

7.4.2. Prohibited Vehicles. The following vehicles are Prohibited Vehicles: (i)
recreational vehicles (e.g., motorhomes, travel trailers, camper vans, boats, etc.),(ii)
commercial-type vehicles (e.g., stakebed trucks, tank trucks, dump trucks, stepvans, concrete
trucks, limousines etc.), (iii) buses or vans desigiied to accommodatemore than ten (10) people,
(iv) vehicles having more than two (2) axles,.(v) trailers, inoperablevehicles or parts of vehicles,
(vi) aircraft, (vii) any vehicle with a width in excessof eighty-four (84) inches; (viii) other
similar vehicles, or (ix) any vehicle or vehicular equipment deemeda nuisance by the Board.
Prohibited Vehicles may not be parked, stored or kept onany public or private street within,
adjacent to or visible from the Properties, any other MaintenanceProperty parking area or any
driveways, unless either (a) they are owned and used by the Maintenance Association or a Project
Association in connection with management or maintenance of a partof the Properties, or (b)
they are parked for brief periods for loading, unloading, deliveriesor as may otherwise be
defined in the Rules and Regulations. 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 theBoard. Prohibited Vehicles may
be parked (1) within an Owner's fully enclosed garage with the door closed, or (2) on Lots in
areas completely screened from the view of other Owners so long as their presence on the
Properties does not otherwise violate the provisions of the Restrictions. The Maintenance
Association has the power to identify additional vehicles as ProhibitedVehicles in the Rules and
Regulations to adapt this restriction to new types of vehiclesproduced by manufacturers.

7.4.3. General Restrictions. All vehicles owned or operated by orwithin the
control of an Owner or Owner Representatives and kept withinthe Properties must be parked in
the assigned parking space or garage of that Owner tothe extent of the space available; provided
that each Owner shall ensure that any such parking space or garage accommodates at least the
number of Authorized Vehicles for which it was originally constructedby Declarant or a
Merchant Builder. Garages or other parking areas must be usedonly for parking vehicles, and
may not be used for storage, living, recreational, business orother purposes. Driveways may not
be used for parlcing purposes if the Owner's garage isnot being utilized to the maximum
designed capacity for the parking of vehicles, or if to do so obstructs free traffic flow, constitutes
a nuisance, violates the Rules and Regulations, or otherwise createsa safety hazard. Garage
doors shall be kept closed at all times, except asreasonably required for ingress to and egress
from the interiors of the garages. No repairs or restorations of any motor vehicle, boat, trailer,
aircraft or other vehicle or equipment may be conducted upon any street (public or private), any.
portion of any Maintenance Property, Common Are; Lot or Condominium,except wholly
within an enclosed garage; provided, however, that such activity within an enclosed garage may
not be undertaken as a business, and provided further thatsuch activity may be prohibited
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entirely if it is determined by the Board to bea nuisance. The Board may determine, in its
discretion, whether there is noncompliance with the parking and vehicularrestrictions contained
herein- The Board in its discretion may approve temporary variances from the provisions of this
Section 7.4.3. Any such variance (i) shall be authorized onlyin connection with Construction
Activities (as defined in Section 8.3 hereof) approved by the Architectural Committee, (ii) must
be evidenced in writing signed by an authorized representative ofthe Maintenance Association,
and (iii) must specify the limited period of time forwhich the variance is effective. These
restrictions do not permit any activity which would be contrary to any ordinance of the City or
other applicable Local Governmental Agency including without limitation the parkingof
vehicles on those portions of private streets prohibited by the City or applicable local
governmental agency.

7.4.4. Parking Regulations. The Board may establish additional regulations
regarding any parking areas not assigned to individual Lots orCondominiums, including 'without
limitation designating "parking," "guest parking," and "no parking" areas thereon,setting time
limits for parking vehicles in the Maintenance Property parking areas, and requiring registration
of vehicles or use of parking pemlits; and may enforce all parking arid vehicle use regulations
applicable to the Properties, including removing violating vehicles from theProperties pursuant
to California Vehicle Code Section 22658.2 or other applicable ordinances or statutes. lithe
Board fails to enforce any of the parking or vehicleuse regulations, the City may enforce such
regulations in accordance with applicable laws and ordinances. If theCity fails to enforce any of
its parking ordinances on public streets within or abutting theProperties, the Maintenance
Association has the power but not the duty to enforcesuch ordinances against Owners and
residents of the Properties.

7.4.5. Common Driveways. Certain groups of Lots in the ResidentialArea of
the Properties ("Driveway Group") may share a common access driveway("Common
Driveway"), which provides access only to the Driveway Group. The Common Driveway shared
by each Driveway Group is shown on the Residential SubdivisionMap(s) for the Properties.
Each Common Driveway is part of the Maintenance Property andwill be owned and maintained
by the Maintenance Association. The Owners of Lots in aDriveway Group shall each have
semi-exclusive easements for vehicular and pedestrian access, ingress and egress over the
Common Driveway serving such Driveway Group, subject to Maintenance Association access
for maintenance of adjacent Maintenance Property. N other Owners orresidents of the
Properties may use such Common Driveway, which is hereby designatedto be for the exclusive
use of the Owners of the Driveway Group, as contemplated by Section 1351(i) of the California
Civil Code. There shall be no parking on the Common Driveways. Provided, however, that the
foregoing shall not preclude the parking of service and similarvehicles on Common Driveways if
(i) parking space is not available in the driveway located on the Lot within the Driveway Group
being serviced by such vehicles; (ii) such parking is for temporary service purposes not to exceed
the amount of time necessary to complete the service, butin no event longer than eight (8)
consecutive hours; and (iii) no vehicle shall be parked so as to unreasonably obstruct vehicular
access to other Lots within the Driveway Group.
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7.5. Antennae.
Owners are prohibited from installing any antennae on the exterior of a Residence for any
purpose, except for an "Authorized Antenna," which may be installed so long as the proposed
location for such installation is reviewed by the Architectural Committeebefore installation to
ensure that the visibility of the Authorized Antenna is minimized with respect to other Owners.
The Architectural Committee may require that the location of the Authorized Antenna be moved
so long as such review by the Architectural Committee does not (a) unreasonably delay or
prevent installation, maintenance or use of an Authorized Antenna, (b)unreasonably increase the
cost of installation, maintenance or use of an Authorized Antenna, or (c) preclude acceptable
quality reception.

J'jj "Authorized Antenna" means (i) an antenna designed to receive direct broadcast
satellite service, including djrect-to4iome satellite service, that is one meteror less in diameter,
(ii) an antenna designed to receive video programming service, includingmultichannel
multipoint distribution service, instructional television fixed service, and local multipoint
distribution service, and is one meter or less in diameteror diagonal measurement, (iii) an
antenna designed to receive television broadcast signals, and (iv) a mast supporting an antenna
described in items (i), (ii), and (iii) above.

The Maintenance Association may adopt additional restrictions on installation oruse of
an Authorized Antenna on an Owner's Residence as a partof the Maintenance Association's
Rules and Regulations so long as such restrictions do not (I) unreasonably delay or prevent
installation, maintenance or use of an Authorized Antenna, (2) unreasonablyincrease the cost of
installation maintenance or use of an Authorized Antenna, or (3) preclude acceptable quality
reception. The Maintenance Association may prohibit the installation of anAuthorized Antenna
if the installation, location or maintenance of such Authorized Antenna unreasonably affects the
safety of managers, agents or employees of the Maintenance Associationand other Owners, or
for any other safety related reason established by the MaintenanceAssociation.

The Maintenance Association may also (A) prohibit an Owner frominstalling an
Authorized Antenna on property which such Owner does not ownor is not entitled to exclusively
use or control under the Restrictions, or (B) allow anOwner to install an antenna other than an
Authorized Antenna subject to the architectural standards and review bythe Architectural
Committee.

This Section is intended to be a restatement of theauthority granted to the Maintenance
Association under the law. MI amendments, modifications, restatements and interpretationsof
the law applicable to the installation, use or maintenance ofan antenna shall be interpreted to
amend, modit, restate or interpret this Section.

7.6. Insurance Rates.
Nothing shall be done or kept in the Properties whichwill increase the rate of insurance on any
Lot, Condominium, Common Area, Maintenance Property or other portion ofthe Properties
without the approval of the Board, nor shall anything bedone or kept in the Properties which
would result in the cancellation of insurance on any Lot, Condominium, Common Area,
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Maintenance Property or other portion of the Properties or which would be in violation of any
Law.

7.7. No Further Subdivision.
Except as expressly authorized in a Supplemental Declaration, no CommonArea, Lot or
Condominium may be frrther subdivided (including division into time-share estatesor
time-share uses) without the prior written approval of the Board. Nothing in this Section shall be
deemed to prevent an Owner from, or require the approval of the Board for: (a) selling a Lot or
Condominium; or (b) transferring or selling any Lot or Condominiumto more than one (I)
Person to be held by them as tenants in common, joint tenants, tenants by the entirety or as
community property; or (c) leasing or renting all of such Owner's Lot or Condominium, provided
that any such lease or rental is subject to the Restrictions.

7.8. Signs.
No aign, poster, billboard, balloon advertising device or other displayof any kind ("Displays")
may be displayed within the Properties except (i) such Displays(regardless of size, configuration,
location or content) as may be used by Declarant ora Merchant Builder in connection with the
development of the Properties and the sale, lease or otherdisposition of Lots and Condominiums,
(ii) entiy monuments and similar community identification signs maintained bythe Maintenance
Association and the Project Associations, (iii) subject to Architectural, Committee Rules
governing the location, size, materials and other such criteria, one(1) nameplate or similar
Owner name identification, and a reasonable number of signs advising of the existence of
security services protecting a Lot or Condominium; and (iv) one (1) sign which may be displayed
on each Lot or from each Condominium advertising the Lot or Condominium for sale or lease;
provided that such for sale or lease signs (a) maynot be larger than eighteen inches (IS") by
thirty inches (30") in size; (b) may not be attachedto the ground by means other than a
conventional single vertical stake which may not exceed two inches (2") by three inches (3") in
diameter (i.e., posts, pillars, frames or similar arrangements are prohibited); (c) mar not extend
more than three feet (3') above ground level; and (d) shall be of such colors and styles as are
approved by th Architectural Committee.

7.9. Animals.
No animals, fowl, reptiles, poultr'.r, fish or insects of any kind ("animals") may be raised, bred or
kept on any Lot, Condominium or Common Area within theProperties, except that a reasonable
number of birds, fish, dogs, cats or other customaty householdpets may be kept on a Lot or
Condominium; provided that they are not kept, bred or maintainedfor any commercial purpose,
nor in unreasonable quantities nor in violation of any applicable local ordinance or any other
provision of the Restrictions, and uch limitations as may be set forth in the Rules and
ReguLations. As used in this Declaration '4unreasonable quantities" ordinarily meansmore than
two (2) household pets per Residence; provided, however, that the Board of Directors may
determine that a reasonable number in any instance is more or less. The Maintenance
Association, acting through the Board of Directors, may prohibit maintenanceof any animal
which constitutes, in the opinion of the Board, a nuisance to other Owners of Lots or
Condominiums in the Properties. Animals belonging to Owners, occupants ortheir licensees,
tenants or invitees within the Properties must be kept withinan enclosure or an enclosed yard or
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on a leash or other restraint being held by aperson capable of controlling the animal.
Furthermore, to the extent permitted by law, each Owner shall be liable to each and all remaining
Owners and their Owner Representatives, for any unreasonable noise ordamage to person or
property caused by any animals brought or kept upon the Properties by an Owner or by members
of his Family, his tenants or his guests. It shall be the absolute duty and responsibility of each
Owner to clean up after such animals which have used any portion of the Propertie&

7.10 Nuisances.
No rubbish or debris of any kind may be placedor permitted to accumulate anywhere within the
Properties, and no odor may be permitted to arise therefrom so as to render the Properties or any
portion thereof unsanitary, unsightly, or offensive from any public or private street or from any
other Lot or Condominium in the vicinity thereof or to its occupants. No noise or other nuisance
shall be permitted to exist upon or emanate from anyportion of the Maintenance Property or any
portion of a Lot,, Condominium or Common Area within the Properties so as to be offensive or
detrimental to any other Lot, Condominium or Common Area inthe Properties or to its
occupants. Without limiting the generality of any of the foregoingprovisions, no harm, whistles,
bells or other sound devices (other than security devices used exclusively for security purposes
and commercially designed and reasonably used exterior speakers), live bands, noisy, unsightly,
unusually painted or smoky vehicles, aircraft, large noisy power equipmentor tools, unlicensed
off-road motor vehicles, transmissions which may unreasonably interfere with televisionor radio
reception within the Properties, or other items which may unreasonablydisturb other Owners or
their tenants may be located, used or placed on any portiSn of the Properties without the prior
written approval of the Board. No vehicles may be operated upon any portion of the
Maintenance Property or Common Area not improved as a streetor parking area without the
prior written approval of the Board, which approval may be withheld for any reason whatsoever.
Alarm devices used exclusively to protect the security arid contentsof a vehicle, Lot,
Condominium or Common Area, are permitted, provided that such devices do not produce
annoying sounds or conditions as a result of frequently occurring fUse alarms.

7.11. Exterior Maintenance and Repair.
No improvement shall be permitted to fall into disrepair, andeach such Improvement must at all
times be kept in good condition and repair. It isthe responsibility of the applicable Owner or
Project Association to maintain and repair (including painting and stuccorepairs) the surface of
any Maintenance Property Wall which faces the Lot, Condominium or Common Area (excluding
wrought iron or glass surfaces which shall be maintained by the Maintenance Association),
regardless of whether such Maintenance Property Wall is (i) locatedon the common property line
separating the Maintenance Property or Public Property from the Lot, Condominium OrCommOn
Area, or (ii) wholly or partially within the Maintenance Property, Public Property, Lot or
Common Area immediately adjacent to such common property line. Suchmaintenance
obligations shall include without limitation the obligation to paint, stuccopatch and otherwise
protect and preserve such Maintenance Property Wall surface from exposure to and deterioration
by the elements. Owners shall be responsible for maintenance, repairand replacement of the
individual mailboxes, however, the Maintenance Association shall be responsible for
maintenance of mailbox stands and structures not maintained by aProject Association. If any
Owner or Project Association permits any Improvement which is themaintenance responsibility

-49-
30062.2so2ou !650! .1

6128199



of such Owner or Project Association to fall into disrepairso as to create a dangerous, unsafe,
unsightly or uiiattractive condition, the Board, after consulting with theArchitectural Committee,
and after affording the responsible Owner or Project Association Notice and Hearing, may, but
need not, enter upon the affected Lot, Condominium, or CommonArea for the purpose of
correcting such condition, and the responsible Owner or Project Association shall promptly
reimburse the Maintenance Association for the cost thereof. Such costshall be a Special
Assessment enforceabLe in the maimer set forth in this Declaration,and the Owner of the
offending Lot or Condominium or the Project Association which owns or maintains the Common
Area, as applicable, shall be personally liable for all costs and expenses incurred by the
Maintenance Association in taking such corrective acts, plus alt costs incurred in collecting the
amounts due. Each Owner or Project Association, as applicable, shall pay all amounts due for
such work within ten (10) days after receipt of written demand therefor.

7.12. Drainage.
No one may alter or interfere with the rain gutters, downspouts, or drainage systems originally
installed by Declarant or the Merchant Builders, or alter orinterfere with the established drainage
pattern over any Lot, Condominium or Common Area, unless anadequate alternative provision is
made for proper drainage. For the purpose hereof; "established" drainagemeans the drainage
pattern and drainage Improvements which exist at the time theLot, Condominium or Common

-

Area, as the case may be, is conveyed to the Owner or Project Association by Declarant or a
Merchant Builder. There shall be no violation of the drainagerequirements of the City or other
applicable Local Governmental Agency, notwithstanding any approval by the Architectural
Committee. Each Owner, by accepting a grant deed to his Lot, acknowledges and understands
that in connection with the development of the Properties, Declarantmay have installed one or
more "subdrains" beneath the surface of such Owner's Lot. The subdrains and all appurtenant
Improvements constructed or installed by Dectarant ("Drainage Improvements"), if any,provide
for subterranean drainage of water from arid to various portions of the Properties. To ensure
adequate drainage within the Properties, it is essential that the Drainage Improvements, if any,
not be modifie4, removed or blocked without having first madealternative drainage
arrangements. Therefore, any damage or injury resulting from or arising in connection with the
alteration modification, removal or replacement of any Drainage Improvements ona Lot shall be
the responsibility of the Owner of such Lot.

7.13. WateraudSewerSystems.
No individual water supply system, water softener system or sewage disposal system is permitted
on any Lot, Condomthium or Common Area unless such system is designed, located, constructed
and equipped in accordance with the requirements, standards, and recommendations of the
applicable water or sewer district and any applicable governmental healthauthority having
jurisdiction.

7.14. No Hazardous Activities.
No activities may be conducted, nor may any Improvements beconstructed, anywhere in the
Properties which are or might be unsafe or hazardous toany Person, Lot, Condominium,
Common Area or Maintenance Property in the Properties.
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7.15. Unsightly Articles.
No unsightly articles, including clotheslines and trash dumpsters (subject to Section 7.16), are
permitted to remain on any portion of the Properties so as to be visibLe from any public or private
street or from any other Lot, Condominium, Common Area orMaintenance Property. Without
limiting the generality of the foregoing, at all times refuse, garbage and trash must be kept in
covered, sanitary containers designed for such purpose and located withinenclosed areas or areas
screened from the view of any other Lot, Condominium, CommonArea or Maintenance
Property. Trash containers may be exposed to the view ofneighboring Lots, Condominiums,
Common Area or Maintenance Property only when set out fora reasonable period of time (not to
exceed twelve (12) hours before and after scheduled trash collection hours). No exterior fires
whatsoever are permitted within the Properties, except barbecue fires containedwithin
receptacles commercially designed therefor, fire pits in enclosed areas designedso that they do
not create a fire hazard, and other fires specifically authorized in writing by the Maintenance
Association, all of which are also subject to applicable ordinancesand fire regulations.

7.16. Temporary Prefabricated Structures/Dumpsters.
Unless approved in writing by the Board, and then only in connçction with Construction
Activities approved by the Architectural Committee, no tent, shack, traileror any temporary
building) Improvement or structure, or prefabricated building or structure maybe placed upon
any portion of the Properties. No trash dumpsters are allowedin any driveway or other exposed
areas, or any street (public or private) within the Propertiesfor more than four (4) consecutive
calendar days, unless first approved in writing by the Akhitectural Committee in connection with
Architectural Committee approved Construction Activities, and then subject to such conditions
arid requirements as may be specified by the Architectural Cocnmnittee.

7.17. No Mining or Drilling.
No oil drilling, oil, gas or mineral development operations, oil refining, geothermal exploration
or development, quarrying or mining operations of any kind maybe conducted upon the
Properties, nor are oil, water or other wells, tanks, tunnels,mineral or geothermal excavations or
shafts permitted upon or within five hundred feet (500') ofthe surface of any portion of the
Properties.

7.18. Improvements and Alterations.
No excavation, construction, painting, alteration or erection of any projectionwhich in any way
alters the exterior appearance of any Lot, Condoniiriiunj or Common Area from any public or
private street, or from any other Lot, Condominium or Common Area (other than minor repairs
or rebuilding pursuant to Section 7.11) is permitted without the prior approval of the
Architectural Committee pursuant to Article VIII hereof. All Improvements andalterations are
subject to the setback, sideyard and other requirements of the County or other Local
Governmental Agency, notwithstanding any approval by the Architectural Committee.

7.19. Solar Heating Systems.
Solar heating systems may be installed on individual Lots, Condominiums or Common Areas,
provided that such heating systems comply with all applicable governmentalrequirements and
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regulations and have been approved by the Architectural Committee based on reasonable
architectural review standards consistent with applicable law.

7.20. Views.
There are no views in the Properties which are protectedto any extent by this Declaration,
and no Owner who becomes subject to the terms hereofshall thereby obtain any view
rights whatsoever. Notwithstanding any other provision of any Project Declaration, each
Owner and each Project Association, by accepting a deed to a Lot, Condominium or any
Common Area, acknowledges that any construction or installation by Declarantor a
Merchant Builder or by other Owners following Architectural Committee approvalas
provided in Article '\TjJJ hereof may impair the view ofsuch Owner or of the members of
such Project Association, and each Owner and each Project Association on behalf of its
members hereby consent to such impairment.

7.21. Rights of Bandicapped.
Subject to the provisions of Article VIII hereof, each Ownermay modi& his Lot or
Condontiniurn, at his sole cost and expense, in order tofacilitate access to the Residence by
persons who are blind, visually handicapped, deaf or physically disabled, or to alter conditions
which could be hazardous to such persons, in accordance withSection 1360 of the California
Civil Code or other applicable law or ordinance.

7.22. Party Walls.
Each wall or fence which is placed on the dividing line between the Lots or Condominiums (but
not the structural wail of a Residence) is a "Party Wall," and, to the extent not inconsistent with
the provisions of this Section, the general rules of lawregarding party walls and liability for
property damage due to negligence or willM acts or omissionsapply thereto.

7.22.1. Sharing of Repair and Maintenance. Unless otherwise provided ina
Project Declaration, the cost of reasonable repair and maintenance ofa Party Wall shall be shared
equaIly by the Owners of the Lots connected by suchParty Wall. However, each Owner shall be
solely responsiblcJor repainting the side of any Party Wall facinghis Lot.

7.22.2. Destruction by Fire or Other Casualty. If a Party Wail 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 L.t whih is affected thereby shall contribute equally to the cost of
restoration thereof without prejudice, however, to the right of anysuch Owner to call for a larger
contribution from the other under any rule of law regarding liability for negligent or willful acts
or omissions.

7.22.3. Right to Contribution Runs With Land. The right ofany Owner to
contribution from any other Owner under this Section 722 isappurtenant to the land and passes
to such Owner's successors in title.
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7.23. Damage to ResIdences-Reconstruction.
If all or any portion of any Lot or Residence is damaged or destroyed by fire or other casualty, the
Owner of such Lot or Residence shall rebuild, repair orreconstruct the Lot or Residence in a
manner which will restore them substantially to their appearance and condition immediately prior
to the casualty or as otherwise approved by the ArchitecturalReview Committee. The Owner of
any damaged Lot or Residence and the Architectural Review Committeeshall proceed with all
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 control. A transfereeof the Lot which is
damaged or upon which is located a damaged Residence shallcommence and complete
reconstruction in the respective periods which would have remained forthe performance of such
obligations if the Owner of the Lot at the time of the damage still held title to the Lot. However,
no such transferee may be required to commence or complete such reconstruction in less than
thirty (30) days from the date such transferee acquired title to the Lot.

ARTICLE VIII
RESIDENTIAL AREA ARCHITECTURAL CONTROL

8.1. Members of Architectural Committee.
The Architectural and Landscaping Committee, sometimes referred to in thisDeclaration as the
"Architectural Committee", shall consist of three (3) members; provided, however,that such
number may be changed by resolution of the Board oftirectors so long as the Architectural
Committee never consists of greater than five (5) nor fewerthan three (3) members, Members of
the Architectural Committee may be removed at any time withoutcause by the Person appointing
such member as provided herein. Unless changed by resolution ofthe Board, the address of the
Architectural Committee for all purposes, including the submission of plansfor approval, is the
principal office of the Maintenance Association as designated by theBoard pursuant to the
Bylaws. Declarant may, in a Supplemental Declaration, create a separate architectural committee
("Separate Conmiitzee") from the area annexed to the Properties through such Supplemental
Declaration ("Separate Area"). The Separate Committee shall have sole architectural control
pursuant to this Article VIII over the Separate Area and theArchitectural Committee shall have
no control orjurisdiction over Construction Activities (as defined below) orotherwise over the
Separate Area. If a Separate Committee is created, the provisions of this A.rticle VIII shallapply
to the Separate Committee which shall be deemed the'"Architectural Committee" for all
purposes hereunder regarding the Separate Area. However, members of theSeparate Comrnfttee
appointed pursuant to Subsection 8.2.2 below, shall be solely Owners of Residences in the
Separate Area.

8.2. Rights of Appointment.

8.2.1. By Declarant. Declarant may appoint and remove a majorityof the•
members of the Architectural Committee, which appointees need not beMembers of the
Maintenance Association, until the earlier to occur of (i) the date on which Close of Escrow has
occurred for the sale of One Thousand Eighty (1,080) Lots and Condominiums in the Properties,
or (ii) the fifth (5th) anniversary of the first Close of Escrow for the sale of a Lot or
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Condominium in the Phase of Development for which a Public Report was most recently issued
by the DRE, or (iii) the date on which neither Declarant nor any Merchant Builder owns a Lot or
Condominium in the Properties or Annexable Area.

8.2.2. By the Board. The Board may appoint and remove those members of the
Architectural Committee which Declarant is not authorized to appoint untilsuch time as
Declarant's rights of appointment shall have expired, and thereafter theBoard may appoint and
remove all members of the Architectural Committee. Architectural Committee members
appointed by the Board must be Members of the MaintenanceAssociation at all times during
their service on the Architectural Committee, and shall serve for a tent of one (1) year or until
their respective successors are appointed.

8.2.3. Notice of Appointment. Whenever an Architectural Committee member
is appointed or removed while both Declarant and the Boardhave tights of appointment, written
notice of such appointment or removal must be given by the appointing party to the other party,

8.1 Review of Construction Activities.
Subject to Article X of this Declaration, no construction, development,painting, alteration,
grading, addition, installation, excavation, modification, decoration, redecoration or
reconstruction of an Improvement in the Residential Area of Properties(including the Common
Area therein) or the Maintenance Property, or any other activity within the jurisdiction of the
Architectural Committee pursuant to this Declaration (cbllectively "Construction Activities")
may be commenced or maintained until the plans and specifications therefor showing the nature,
design, kind, shape, height, width, color, materials, location and other aspects of the same have
been submitted to the Architectural Committee and approved in writingby the Architectural
Corrunirtee. Construction Activities include the construction, installation, alteration and
modification of solar energy systems, as defined in Section 801.5 of the California Civil Code,
subject to the provisions of California Civil Code Section 714 and other applicable governmental
laws, ordinances and regulations. Except as provided in Section 8.3.2 below, the provisions of
this Article VIII shall not apply to the Apartment Area.

8.3.1. Architectural Committee Rules. Subject to Section 10.1.5, the Board
may adopt, supplement and amend Architectural Committee Rules which imposedesign and
materials standards, submittal procedures, review criteria and other factors tobe considered and
followed by the A.rchitecturaF Committee and the Owners in connectionwith Construction
Activities.

8.3.2. Exemp tions/fleclaran t Approval. Notwithstanding any other provision
of the Restrictions, Declarant, Apartment Area Owners and Merchant Buildersneed not seek
Architectural Committee approval with respect to their construction or development activities,
including without limitation any activity which would be classified asa "Construction ActivityY
However, Merchant Builders and Apartment Area Owners must obtain Declarant's written
approval of all construction and de*lopment activities as if such activities were "Construction
Activities" hereunder and Declarant were the "Architectural Committee." The Declarant's
approval rights in the preceding sentence are in addition toand shall not effect any other rights of
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Declarant under other written agreements between Declarant arid Merchant Builders and
Apartment Area Owners.

8.4. Applications.
The Person submitting plans and specifications to the Architectural Committee ("Applicant")
must obtain a dated, written receipt for such plans andspecifications and furnish the
Architectural Committee with the address to which further communications fromthe
Architectural Committee are to be directed. The Architectural Committee mayfurther require
that all plans arid specifications first be approved by anyProject Association or Project
Association architectural committee having jurisdiction. Conditions and requirements imposed
by the Architectural Committee supersede all conflicting conditions or requirementswhich may
be imposed by a Project Association or a Project Association architectural committee. The
Architectural Committee's determination of the existence of a conflict or discrepancy between
the conditions or requirements imposed by the Architectural Committee andthose imposed by a
Project Association or a Project Association architectural com.mittee are bindingand conclusive
upon the Project Association, the Project Association architectural committee, andthe Applicant.
The Architectural Committee Rules may set forth procedures for thesubmission of plans for
approval, require a fee to accompany each application for approval(or request for a certificate
stating that Architectural Committee approval is not requited), or establishadditional factors
which the Architectural Committee will take into consideration in rcviewingsubmissions. The
Architectural Committee Rules may provide that the amount of anyArchitectural Committee fee
shall be uniform, or that it may be determined in any other reasonable manner, such as based
upon the cost of the construction, alterations or installations contemplatedor the reasonable cost
of architectural or other professional fees incurred by the MaintenanceAssociation in reviewing
plans.

8.4.1. Criteria. The Architectural Committee shall consider and act uponall
plans and specifications submitted for its approval under this Declarationand perform such other
duties as are specified in this Declaration, including the inspection of construction in progress to
assure its conformance with the plans approved by the Architectural Committee. The
Architectural Committee may approve plans and specifications submitted for itsapproval only if
it determines that (i) the Construction Activity is in conformancewith the Architectural
Committee Rules, (ii) the Construction Activity in the locations indicatedwill not be detrimental
to the appearance of the surrounding area or the Properties as a whole, (iii) the appearance of any
structure affected thereby will be in harmony with the surroundingstructures, (iv) the
Construction Activity and the product thereof will not detract fromthe beauty, wholesomeness
and attractiveness of the Maintenance Property and the Common Area or the enjoyment thereof
by the Members, and (v) the upkeep and maintenance thereofwill not become a burden on the
Maintenance Association.

8.4.2. Conditions. The Architectural Committee may condition its approval of
plans and specifications for any Improvement upon any of the following: (i) the Applicant's
furnishing the Maintenance Association with a bond or other securityacceptable to the
Architectural Committee in an amount reasonably sufficient to (a) assure the completion of such
Improvement or the availability of funds adequate to remedy any nuisance or unsightly

-55-
30062Q802Qi3 16501.1

6128/99



conditions occurring as a result of the partial completion ofsuch Improvement, and (b) to protect
the Maintenance Association and the other Owners against mechanic's liensor other
encumbrances which may be Recorded against their respective interests inthe Properties or
damage to the Maintenance Property as a result of such work, (ii) such changes therein as it
deems appropriate, (iii) the grant of appropriate easements to the Maintenance Association for
the maintenance of the Improvement and access to all Maintenance Property, (iv) the
Applicant's agreement to reimburse the Maintenance Association for the costof maintaining the
[mprovexnent, (v) the Applicant's agreement to complete the proposed workwithin a stated
period of tithe, or (vi) all of the foregoing, and may require submission of additional plans and
specifications or other information prior to approving or disapproving materialssubmitted.

8.4.3. Review Period. The Architectural Committee may require such detail in
plans and specifica4ons submitted for its review as it deemsproper, including without limitation,
site plans, lighting plans, landscaping plans, elevation drawings and descriptions or samples of
exterior materials and colors. Until the Architectural Committee receives allrequired plans and
specifications (and any Project Association approval if required as aprerequisite to plan
consideration), the Architectural Committee may postpone review of any plansubmitted for
approval or determination of exemption. The Architectural Committee shall transmitits decision
and the reasons therefore or a request for further informationto the Applicant at the address
furnished by the Applicant, within thirty (30) days after the date of the receipt issued by the
A.rcbitecttn-al Committee for materials submitted to the Architectural Committee. Subject to
appeal procedures which may be adopted by the Board is provided in Section 8.12, any
application or request for certificate of exemption submitted pursuant tothis Section shall be
deemed approved, unless the Architectural Committee transmits written disapproval ora request
for additional information or materials to the Applicant within thirty(30) days after the date of
receipt by the Architectural Committee of the Applicant's submitted materials.

8.5. Meetings of the Architectural Committee.
The Architectural Committee shall meet as necessary to perform its duties hereunder. The
Architectural Committee may, by a unanimously adopted written resolution, designateone or
more Architectural Committee Representative(s) (who may, but need not, beone of its members)
to take any action or perform any duties for and on behalf of the Architectural Committee, except
the recommending of variances for Board approval pursuant to Section8.10. In the abènce of
such designation, the vote or written consent of a majprityof the members of the Architectural
Committee constitutes an act of the Architectural Committee. Subject tothe prior approval of
the Board, the Architectural Committee may engage architects, landscape architects,designers,
planners and such similar professionals and consultants and appoint suchsubcommittees as the
Architectural Committee deems appropriate to assist the Architectural Corn.mittee andthe
Architectural Committee Representative in the evaluation of plans, specifications andother items
submitted for Architectural Committee approval pursuant to the Declaration.

8.6. No Waiver of Future Approvals.
Architectural Committee approval of any proposals or plans and specificationsor drawings for
any Construction Activity done or proposed or in connection withany other matter requiring
Architectural Committee approval does not waive any right to withhold approval of any similar
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proposals, plans and specifications, drawings or matters subsequently or additionallysubmitted
for approval or consent.

8.7. Compensation of Members.
The Architectural Committee members shall receive no compensation for servicesrendered,
other than reimbursement by the Maintenance Association for expenses incurred by them in
performing their duties. The foregoing shall not preclude payment ofcompensation approved by
the Board to architects or similar professionals engaged to assistthe Architectural Committee or
the Architectural Committee Representative or to perform the fruiction ofthe Architectural
Committee Representative pursuant to Section 8.5 above.

8.8. Correction of Defects.
Inspection of work and correction of defects therein shall proceedas follows:

8.8.1. Notice of Completion. The Architectural Committee or its duly
appointed representative may at any tine inspect any hnprovement orConstruction Activity for
which approval of plans is required under this Article. TheArchitectural Committee's right of
inspection of Improvements for which plans have been submitted andapproved shall terminate
sixty (60) days after the work of Improvement has been completed and the Architectural
Committee has received written notice of such completion. The Architectural Committee's
rights of inspectioh shalt not terminate pursuant to this paragraph if plans for the work of
Improvement have not previously been submitted to and approved (or determined exempt) in
writing by the Architectural Committee. If the Architectural Committee finds that an
Improvement was done without obtaining written approval of the plans therefor or was not done
in substantial compliance with the plans approved by the Architectural Committee, it shall notify
the Owner in writing of failure to comply with thisArticle Viii, specifying the particulars of
noncompliance. The Architectural Committee may requite the Owner to take such action as may
be necessary to remedy a noncompliance.

8.8.2. Noncompliance. If the Owner fails to remedy the noncompliancewithin
sixty (60) days from the date the Architectural Committee's noticeof noncompliance is deemed
received by the Owner, the Architectural Committee shall notify theBoard in writing of such
failure. Upon Notice and Hearing, the Board shall determine whether there is a noncompliance
and, if so, the nature thereof and the estimated cost of correcting or removing the same. If a
noncompliance exists, the Owner must remedy or remove the samewithin a period of not more
than forty-five (45) days from the date that notice ofthe Board ruling is given to the Owner. If
the Owner does not comply with the Board ruling withinthat period, the Board may Record a
notice of noncompliance and may commence a lawsuit for damages or injunctive relief; as
appropriate, to remedy the noncompliance.

8.8.3. Compliance. If the Architectural Committee fails to notify the Applicant
of any noncompliance with.previously submitted and approved plans within sixty(60) days after
receipt of written notice of completion from the Applicant, the Construction Activity shall be
deemed to be in accordance with such approved plans.
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8.8.4. Prosecution of Work The Architectural Committee approval for any
particular Construction Activity expires and the plans and specifications therefor must be
resubmitted for Architectural Committee approval pursuantto this Article VIlE if substantial
work pursuant to the approved plans and specifications is notcommenced within six (6) months
of the Architectural Committee's approval of such Construction Activity. All Construction
Activities shaH be performed as promptly and diligently as possible and, unless an earlier
completion date is specified in the Architectural Committee approval, must be completed within
one (1) year after the date on which the workcommenced.

8.9. Scope of Review.
The Architectural Committee shall review and approve or disapprove all plans submitted to it for
any proposed Construction Activity solely on the basis of theconsiderations set forth in this
Declaration. The Architectural Committee is not responsible for reviewing, norshall its approval
of any pMn or design be deemed approval of, any plan or design from the standpoint of structural
safety or conformance with building codes or other governmental requirements. The
Architectural Committee may consider reasonable privacy right claims as factors in reviewing,
approving or disapproving any proposed Construction Activities. However, Declararit andthe
Merchant Builders do not warrant any protected views within thProperties and no Lot,
Residence or Common Area Is guaranteed the existence or unobstructedcontinuation of any
particular view.

8.10. Variances.
The Architectural Committee may recommend variances from compliance with anyof the
architectural provisions of this Declaration or any Supplemental Declaration, including,without
limitation, restrictions upon height, size, floor area or placement ofstructures, or similar
restrictions, when circumstances such as topography, natural obstructions, hardship, aesthetic or
environmental considerations may require. Such variances must be approved by the Board,
evidenced in writing, and signed by at least two (2) officers of the Maintenance Association
certifying such Board approval, and are effective upon Recordation. Noviolation of the
covenants, conditions and restrictions contained in this Declaration or anySupplemental
Declaration shall exist with respect to any Construction Activity for which a variance is granted.
The granting of such a variance does not waive any of the terms and provisions of this
Declaration or of any Supplemental Declaration for any purpose exceptas to the particular
property and particular provision hereof covered by the variance, nordoes it affect the Owner's
obligation to comply with all governmental laws and regulations.

8.11. Pre-Approvals.
Subject to Section 10.1.5, the Board may authorize the pre-approval of certain specified types or
classes of Construction Activities in the Architectural Committee Rules if,in the exercise of the
Board's judgment, pre-approval of such types or classes of Improvements is appropriate in
carrying out the purposes of this Declaration.

8.12. Appeals.
For so long as Declarant has the right to appoint and reniove a majority of the Architectural
Committee xnembers the Architectural Committee's decisions are final, and there is no appeal to
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the Board. When Declarant is no longer entitled to appointand remove a majority of the
Architectural Committee's members, the Board may adopt polices and procedures for the appeal
of Architectural Committee decisions to the Board. The Board hasno obligation to adopt or
implement any appeal procedures, and in the absence of Board adoption of appeal procedures, all
Architectural Committee decisions are final.

ARTICLE IX
DESTRUCTiON OR CONDEMNATION

OF MAINTENANCE PROPERTY

Damage to, destruction or condemnation of all or any portion of the Maintenance
Property shall be handled in the following manner:

9.1. Damages by Owners or Project Associations.
To the extent permitted by law, each Owner and Project Association is liable to the Maintenance
Association for any damage to the Maintenance Property not fullyreimbursed to the
Maintenance Association by insurance (including any insurance policy deductible amounts) if the
damage is sustained because of the negligence, neglect, willfui misconductor unauthorized or
improper installation or maintenance of any Improvement by the ProjectAssociation, its
members, guests or invitees, or the Owner, his Family, guests,tenants or invitees, or any other
Persons deriving their right and easement of use and enjoyment of the Maintenance Property
from the Project AssOciation, the Owner, or their respective Familyand guests, both minor and
adult. However, the Maintenance Association, acting through the Board, maydetermine whether
any claim will be made upon the insurance maintained bythe Maintenance Association, and after
Notice and Heaiing the Maintenance Association may levy a SpecialAssessment equal to the
increase, if any, in insurance premiums directly attributable to thedamage caused by the Owner
or the Person for whom the Owner may be liable as described above. In the case ofjoint
ownership of a Lot or Condominium, the liability of the Owners is joint and several, except to
the extent that the Maintenance Association has previously contracted inwriting with the joint
Owners to the contrary. After Notice and Hearing, the costof correcting the damag; to the
extent not reimbursed to the Maintenance Associntion by insurance, shallbe a Special
Assessment.

9.2. Repair of Damages.
If Maintenance Property Improvements which are the maintenance responsibility ofthe
Maintenance Association are damaged by fire or other casualty, anyinsurance proceeds payable
by reason thereof shall be paid to the Maintenance Association,which thereupon shall contract
for the repair or replacement of all the Maintenance Property Improvements so damaged. The
Maintenance Association shall levy a Reconstruction Assessment on Owners tosatisfy arty
deficiency between insurance proceeds and the actual cost of repairor replacement in the same
manner and proportion that Common Assessments are levied against and collected from Owners
(for example, Owners located in a Cost Center will paytheir proportionate share of any
Reconstruction Assessment attributable to their Cost Center Improvements, and Owners not
located in such Cost Center ate exempt from such ReconstructionAssessment). Any restoration
Or repair of the Maintenance Property Improvements after damage due to an insurable hazard will
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be performed substantially in accordance with the original plans and specifications unless other
action is approved by holders of fifty-one percent (5 1%)of the first Mortgages on Lots and
Condominiums subject to Common Assessments for the maintenance of suchMaintenance

Property.

9.3. Condemnation.
If all or any portion of the Maintenance Property, orany interest therein, is taken by right of
eminent domain or by private purchase in lieu of eminentdomain, the award in condemnation
shall be paid to the Maintenance Association and deposited inthe appropriate Operating Fund.
No Member (other than a Person on whose Lot an Maintenance Property easement affected by a
condemnation may be located) may participate as a party, orotherwise, in any proceedings
relating to such conderrjnatioñ. The Maintenance Association has the exclusiveright to
participate in such proceedings and shall, in its name alone,represent the interests of all
Members.

9.4. Notice to Owner-s and Listed Mortgagees.
The Board of Directors immediately upon learning of any takingby eminent domain of any
Maintenance Property, or any threat thereof, shall promptly notify at1 Owners whose Lots and
Condominiums are subject to Common Assessments for the maintenance ofsuch Maintenance
Property, and all Record holders of first Mortgages on such Owners' Lots and Condominiums.
The Board, immediately upon learning of any damage or destructionaffecting a material portion
of the Maintenance Property, shall promptly notify all Qwners whoseLots and Condominiums
are subject to Common Assessments for the maintenance of suchMaintenance Property, and all
holders, insurers, and guarantors of first Mortgages on Lots or Condominiums who have filed a
written request for such notice.

ARTICLE X
D1tCLARANT ANT) MERCHANT BUILDER EXEMPTION

10.1. Interest of Declarant.
The First Subdivision is a portion of a larger parcelof land which Declarant is developing into a
master planned community. Declarant in cooperation with the City, hascreated a comprehensive
plan for the development of the Properties which includes modemmaster-planning objectives
which have been formulated for the common good and preservation of property values within the
community. Each Owner of a Lot or Condominium which ispart of the Properties acknowledges
by acceptance of a deed or other conveyance therefor, whetheror not it shall be so expressed in
any such deed or other instrument, that Declarant has a substantial interest in assuring
compliance with and enforcement of, the covenants, conditions, restrictions andreservations
contained in this Declaration and any amendments thereto and anySupplemental Declarations
Recorded pursuant to this Declaration. Notwithstanding any other provisions ofthe Restrictions,
until the earlier to occur of (1) annexation of all of the Annexable Area and commencement of
assessments therein, or (ii) the twenty-fifth (25th) anniversary of the first Close of Escrow in the
Properties, the following actions, before being undertaken by the Delegates, the Members or the
Maintenance Association, must first be approved in writing by Declarant:
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Ti 0. Ti .1. Specified Approvals. Any amendment or actionrequiring the approval of
Dec la.rant pursuant to this Declaration, including without limitation all amendments and actions
specified in Section 12.2.2, and any amendment or action requiringthe approval of first
Mortgagees pursuant to this Declaration, including without limitation all amendnien.tsand
actions specified in Sections 12.2.3 and 12.3. The Maintenance Associationmust provide
Declarant with all notices and other documents to which a Beneficiary is entitled pursuant to this
Declaration, and Declarant shall be famished such notices and otherdocuments without the
necessity of a written request;

10.1.2. Annexation. The annexation to the Properties of Other Area(not
Annexable Area) pursuant to Section 2.3;

10.1.3. Capital Improvement Assessments. The levy of a Capital improvement
Assessment for the construction of new facilities not originally includedin the Maintenance

Property;

10.1.4. Service/Maintenance Reductions. Subject to Section 6.7 regarding
limitations on yearly Common Assessment increases, any significant reduction ofMaintenance
Property maintenance or other services or entering into contracts formaintenance or other goods
and services benefiting the Maintenance Association or the Maintenance Propertyat contract
rates which are fifteen percent (15%) or more below thereasonable cost for such maintenance,
goods or services as determined pursuant to the cost gui8elinesdescribed in Section 6.7.4;

10.1.5. Architectural Committee Rules. The adoption of and any supplement or
amendment to the Architectural Committee Rules, including any pre-approval authorization
pursuant to Section &1l;or

10.1.6. Maintenance Guidelines. Any supplement to or amendment of the
Maintenance Guidelines.

10.2. Exemptions.
Nothing in the RestrictIons limits and no Owner, Project Associationor the MaintenanceS
Association will interfere with the right of Declarant and MerchantBuilders, either directly or
through their respective agents and representatives, to subdivide, resubdivide, sell, resell, rent or
rerent any portion of the Properties, or the right ofDeclarant or a Merchant Builder to complete
excavation, grading, construction of Improvements or other development activities to and on any
portion of the Properties owned by DecTiarant or a Merchant Builder, as applicable, or to alter the
foregoing and the construction plans and designs, or to construct such additional Improvements
as Declarant or a Merchant Builder deems advisable in the course of developing the Propet-ties so
long as any Lot or Condominium in the Properties orany portion of the Annexable Area is
ovmed by Declarant or a Merchant Builder. These rights include, but are not limited to, carrying
on by Declarant, the Merchant Builders and their respective agentsand representatives of such
grading work as may be approved by the City or other Local Governmental Agency having
jurisdiction, and erecting, constructing and maintaining on the Properties suchstructures, signs
and displays reasonably necessary for the conduct of the business of completing the work and
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disposing of the Properties and the Annexable Area by sate, lease or otherwise. Each Owner, by
accepting a deed to a Lot or Condominium, acknowledges thatany construction or installation by
Declarant or a Merchant Builder may impair the view ofsuch Owner, and each Owner consents
to such impairment.

This Declaration does not limit the right of Declarant ora Merchant Builder, at
any time prior to acquisition of title to a Lot or Condominium by a purchaser from Declarant or a
Merchant Builder, to establish on that Lot or Condominium, asthe case may be, additional
licenses, easements, reservations and rights-of-way to itself, to utility companies, or to others as
reasonably necessary to the proper development and disposal of theProperties arid Annexable
Area provided, however, if VA or FEA has issued a "project approval" (as described in Section
2.3.6(i) hereof) with regard to any Condominium Project or PlannedDevelopment in the
Properties which is to be subject to any of theactions described herein, then EllA, VA or both
shall have the right to approve any such grants as provided herein. Prospective purchasers,
Declarant and Merchant Builders may use any and all portions of the Maintenance Property for
access to the sales and leasing facilities of Declarant and Merchant Builders. Declarant and
Merchant Builders may use any structures or vehicles owned, respectively,by Declarant or
Merchant Builders in the Properties as model home complexes, orreal estate sales or leasing
offices; provided that such uses within the Properties shall terminateon the twenty-fifth (25th)
anniversary of thefirst Close of Escrow for the sale ofa Lot or Condominium on the Properties
pursuant to a transaction requiring the issuance of a PublicReport, at which time Declarant and
Merchant Builders shall restore their respective structures to their previousappearance. Any
exemption of Merchant Builders pursuant to this Section 10.2 shallnot apply to any Declarant
architectural approvals which are required of Merchant Builders or ApartmentArea Owners
pursuant to Section 8.3. AR or any portion of therights of Declarant or a Merchant Builder, as
applicable, hereunder and elsewhere in these Restrictions may be assignedby Declarant or such
Merchant Builder, as applicable, to any successor in interest toany portion of Declarant's or
Merchant Builder's interest in any portion of the Properties orthe Annexable Area (including,
without limitation, to any Merchant Builder) by an express Recordedwritten assignment which
specifies the rights of Declarant or such Merchant Builder so assigned. Notwithstanding any
other provision of this Declaration, for so long as Declarant owns, any portion of the Properties or
the Annexable Area, Declarant's prior written approval is required before any amendment to this
Article X is effective.

10.3. Easement Relocation.
Maintenance Property comprising easements over real property the fee titleto which has not been
made subject to the Declaration ("Interim Easement Area") may be relocated, modified or
terminated by Declarant to accommodate the final plan of developmentfor the future Phase of
Development in which the Interim Easement Area is located. Suchrelocation, modification or
termination shall be set forth in the Recorded instrument annexingfee title to the Interim
Easement Area to the Declaration. Notwithstanding the foregoing, no suchrelocation,
modification or termination shall prevent access to any Lot or Condominium.
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10.4. Conversion of Apartment Area.
The Owner of an Apartment Area Lot or Lots, in its sole discretion,, may convert all or any
portion of its Apartment Area to a Planned Development orCondominium Project or projects, as
applicable, pursuant to then applicable laws. Lu such event, effectiveupon the first day of the
first month immediately following the month in which the firstClose of Escrow for the sale of a
Lot or Condominium in each Phase of Development of such converted Apartment Area, such
Phase of Development shall be deemed Residential Area; the Ownersof Lots or Condominiums
in such Phase of Development of converted Apartment Area shall all be "Owners" as defined in
this Declaration; such Lots or Condominiums shall be assessed in the sante manner as other
Residential Area Lots and Condominiums; the Owners of such Lotsor Condominiums shall have
the same voting rights as othe; Owners of the sante class of Members; and such Lots and
Condominiums, and the Owners thereof, shall be subject to all of the provisions of this
Declaration in thesame manner as the other Lots, Condominiums andOwners in the Residential
Area. The conversion of Apartment Area pursuant to this Section 40.4 does not require the
approval of the Delegates, the Maintenance Association or the Members,nor require
modifications to existing Apartment Area Improvements in order to conformthem with the
Restrictions otherwise applicable to the Residential Areas.

10,5. Entry Gate Operations.
Each Owner of a Lot or Condominium which is part of the Properties acknowledges by
acceptance of a deed or other conveyance therefor, whether or not it shall be so expressed in any
such deed or other instrument, that Declarant has a subsantialinterest in assuring unrestricted
access to the Properties to accommodate the construction and marketingof the Residences and
development of the Properties. Therefore, notwithstanding any other provisions ofthe
Restrictions, until the earlier to occur of (i) Close ofEscrow for the sale of all Residences in the
Properties, and annexation of all the Annexable Area and commencementof assessments therein,
or (ii) twenty-five (25) years following the first Close ofEscrow for the sale of a Lot or
Condontiniurn pursuant to a transaction requiring the issuance oTh PublicReport ("Marketing
Period"), Declarant is entitled to control the operation of the entry gates which provide vehicular
access to the Properties. During the Marketing Period Declarant mayestablish.and change the
hours of gate opertion in its sole discretion without notice, and require that the entry gates be
open to the general public to accommodate construction and marketingactivities.

ARTiCLE Xi
INSURANCE

11.1. Casualty Insurance.
The Board shall obtain and maintain fire and casualty insurancewith extended coverage for loss
or damage to all insurable lmprovemen;s installed by Declarant, any Merchant Builder or by the
Maintenance Association on the Maintenance Property for the full replacementcost thereof
without deduction for depreciation or coinsurance, and may obtain insurance against such other
hazards and casualties as the Maintenance Association may deem desirable. The Maintenance
Association may also insure any other real or personal propertyit owns against loss or damage by
fire and such other hazards as the Maintenance Association maydeem desirable, with the
Maintenance Association as the owner and beneficiary of such insurance. The policies insuring
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the Maintenance Property must be written in the name of; and the proceeds thereof must be
payable to the Maintenance Association. Un-less the applicable insurance policyptovides for a
different procedure for the filing of claims, all claims madeunder such policy must be sent to the
insurance carrier or agent, as applicable, by certified mail andbe clearly identified as a claim.
The Maintenance Association shall keep a record of all claims made. The Maintenance
Association shall use insurance proceeds to repair or replace the property for which the insurance
was carried. Premiums for all insurance carried by the Maintenance Association are a Common

Expense.

11.2. Insurance Obligations of Owners.
Each Owner is responsible for insuring his personal property andall other property and
Improvements within his Lot or Condominium as required by this Declaration, the applicable
Supplemental Declaration or applicable Project Declaration. Such policies shall not adversely
affect or diminish any liability under any insurance obtained by or on behalf of the Maintenance
Association, and duplicate copies of such other policies shall be deposited with the Board upon
the Board's request. If any loss intended to be covered by insurance carried by or on behalf of
the Maintenance Association occurs and the proceeds payable thereunder are reduced due to
insurance carried by any Owner, such Owner shall assign the proceeds of such insurance to the
Maintenance Association, to the extent of such reduction, for applicationby the Board to the
same purposes as the reduced proceeds are to be applied.

11.3. Waiver of Subrogation. I

All policies of physical damage insurance the Maintenance Association maintains mustprovide,
if reasonably possible, for waiver of: (1) any defense based on coinsurance; (ii) any right of setoff;
counterclaim, apportionment, proration or contribution due to other insurance notcarried by the
Maintenance Association; (iii) any invalidity, other adverse effect or defensedue to any breach of
warranty or condition caused by the Maintenance Association, any Owneror any tenant of any
Owner, or arising from any act or omission of anynamed insured or the respective agents,
contractors and employees of any insured; (iv) any rights ofthe insurer to repair, rebuild or
replace, and, if any Improvement is not repaired, rebuilt orreplaced following loss, any right to
pay under the insujance an amount less than the replacement value of the Improvements insured;
(v) notice of the assignment of any Owner of itsinterest in the insurance by virtue ala
conveyance of any Lot; (vi) any denial of an Owner's claim because of negligent acts by the
Maintenance Association or othef Owners; or (vii) prejudice of the insurance by any acts or.
omissions of Owners that are not under the Maintenance Association's control. As to each
policy of insurance the Maintenance Association maintains which will not be voided or impaired
thereby, the Maintenance Association hereby waives and releases all claimsagainst the Board,
the Owners, the Maintenance Association Manager, Declarant, the Merchant Buildersand the
agents and employees of each of the foregoing, with respectto any loss covered by such
insurance, whether Or not caused by negligence or breach ofany agreement by such Persons, but
only to the extent that insurance proceeds are received incompensation for such loss.

11.4. Liability and Other Insurance.
The Maintenance Association shall obtain comprehensive public liability insurance, including
medical payments and malicious mischief, in such limits as it deems desirable with such
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minimum limits as are set forth in Section 1365.9 ofthe California Civil Code, insuring against
liability for bodily injury, death and property damage arising fromthe Maintenance Association's
activities or with respect to property the Maintenance Association maintainsor is required to
maintain including, if obtainable, a cross-liability endorsement insuring each insuredagainst
liability to each other insured. The Maintenance Association may also obtain Worker's
Compensation insurance and other liability insurance as it may deem desirable, insuring each
Owner, the Maintenance Association, Board and Maintenance Association Manager, against
liability in connection with the Maintenance Property, the premiums forwhich are a Common
Expense. The Board shall review all insurance policies at leastannually and adjust the limits in
its discretion. The Board may also obtain such errors andomissions insurance, indemnity bonds,
fidelity insurance and other insurance as it deems advisable, insuring the Board, the Maintenance
Association's officers and the Maintenance Association Manager against any liabilityfor any act
or omission in carrying out their obligations hereunder, or resulting from their membership on
the Board or on any comrrdttee thereof. However, fidelity insurancecoverage which names the
Maintenance Association as an obligee must be obtained by or on behalf of the Maintenance
Association for any Person handling Maintenance Association funds, including, butnot limited
to, Maintenance Association officers, directors, employees and agents and Maintenance
Association Manager employees, whether or not such Persons are compensatedfor their services,
in an amount not less than the estimated maximum of funds, including reserve funds, in the
Maintenance Association's or Maintenance Association Manager's custody during the term of
each bond. The aggregate amount of such bonds may notbe less than one-fourth (1/4) of the
Common Assessments on all Lots and Condominiums in the Properties,plus reserve funds. In
addition, the Maintenance Association shall continuously maintain in effect suchcasualty, flood
and liability insurance and fidelity insurance coverage meeting the requirements for planned unit
developments established by FNMA, GNMA and FHLMC, so long asany of them is a
Mortgagee or an Owner of a Residence in the Properties, except to the extent such coverage is
not reasonably available or has been waived in writing byFNMA, GNMA and F}4LMC, as
applicable.

11.5. Notice of Expiration Requirements.
If available, each insurance policy the Maintenance Association maintains must contain a
provision that said policy may not be canceled, terminated, materiallymodified or allowed to
expire by its terms, without ten (10) to thirty (30) days' prior written notice to the Board,
Declarant, and to each Owner and Beneficiary, insurer and guarantorof a first Mortgage who has
filed a written request with the carrier for such notice,kd every other Person in interest who
requests such notice of the insurer.

ARTICLE XII
MISCELLANEOUS

12.1. Term and Termination.
This Declaration continues in full force until a Declaration ofTermination satisfying the
requirements of an amendment to this Declaration as set forthin Section 12.2 of this Article is
Recorded.
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12.2. Amendments.

12.2.L By Declarant. Prior to the first Close of Escrowfor the sale of a Lot or
Condominium to a member of the public pursuant to a transaction requiring the issuance of a
Public Report, this Declaration may be amended or tenninated byRecording a written instrument
signed by Declarant setting forth such amendment or termination. Notwithstandingany other
provisions of this Declaration, for so long as Declarant owns arty portion of the Properties or the
Annexable Area, Deciarant may unilaterally amend this Declaration (i) to conform this
DecLaration to the requirements of VA, PHA, DRE, FNMA, GNMA, FHLMC, the County, City
or any other governmental agency or entity then in effect, and (ii) to update or supplement the
disclosures contained in Section 12.9 below, by Recording a writteninstrument sigied solely by
Declarant.

12.2.2. By Delegates. The provisions of this Declaration (all ofwhich may not be
amended without the written consent of Declarara until the earlier to occur of (1) the date on
which Deciarant no longer owns all or a portion ofthe Properties as Annexable Area, or (ii) the
fifteenth (15th) anniversary of the first Close of Escrow in the Properties), may be amended by
Recording art instrument, signed and acknowledged by Declarant (forthose amendmentswhich
must be approved by Declaramit) and two (2) officers ofthe Maintenance Association, setting
forth the amendment and eertif'ing that such amendment has been approved by Delegates
representing sixty-seven percent (67%) of the voting power of theMaintenance Association and
the requisite percentage of holders and insurers of first Mortgages,in the case of those
amendments which this Declaration requires to be approved by firstMortgagees. Amendments
shall be effective upon Recordation.

12.2.3. Approval of First Mortgagees. Notwithstanding the foregoing, any of
the following amendments, to be effective, must be approved byfifty-one percent (51%) of the
first Mortgagees who have requested the Maintenance Association to notitthem of proposed
action requiring the consent of a specified percentage of firstMortgagees, based upon one (1)
vote for each Assessment Unit allocated to a Lot or Condominium pledged as security for the
respective first Mqrtgage:

(i) Rights of Lenders. Any amendment which affects or purports to
affect the validity or priority of encumbrances or the rights or protections granted to
Beneficiaries, insurers and guarantors of first Mortgages as provided in Articles II, Vi, IX, X, XI,
and XII hereof.

(ii) Lien Priority. Any amendment which would necessitate a
Mortgagee after it has acquired a Lot or Condominium through foreclosure to pay more than its
proportionate share of any unpaid assessment or assessments accruing aftersuch foreclosure.

(iii) Forfeitures and Taxes. Any amendment which would or could
result in (a) an encumbrance being cancelled by forfeiture, or(b) an individual Lot or
Condominium not being separately assessed for tax purposes.

66-
3OO62UZO2Ths65O1 .1

6/23/99



(iv) Insurance and Condemnation. Any amendment relating to the
insurance provisions as set out in Article XI hereof, or to the application of insurance proceeds as
set out in Article Xi hereof, or to the disposition of any money received in any taking under
condemnation proceedings.

(v) Termination and Subdivision. Any amendment which would or
could result in termination or abandonment of the Properties orpartition or subdivision of a Lot
or Condominium, in any manner inconsistent with the provisions ofthis Declaration; provided
that termination of the legal status of the Properties as a common interest development for
reasons other than substantial destruction or condemnation of the Properties must be approved by
the institutional Record holders of sixty-seven percent (67%) of thefirst Mortgages at the time of
such amendment

Any approval by a holder, insurer or guarantor of a first Mortgage required
under this Section 12.2.3, or required pursuant to any other provisions of the Restrictions, must
either be given in writing, or is deemed given if, within thirty (30) days after receipt of written
notice of the proposed action sent via registered or certifiedmail, return receipt requested, the
holder, insurer or guarantor does not submit a written responseto the notice

12.2.4. Veto by City. The City shall have the power to veto any purported
amendment or termination of this Declaration, which affects any provisionrequired by
Conditions of Approval to development of the Propertied imposed by the City. No amendment
or written agreement purporting to terminate or modi& such provisionsof this Declaration shall
take effect until thirty (30) calendar days following delivexy bymail, return receipt requested, of
written notice thereof, to the City Director of Planning and Community Development, with a
copy thereof to the City Attorney, and if no vetois exercised by the City Planning Director within
thirty (30) calendar days after the receipt of such notice, such amendment or termination shall
thereafter become effective.

12.2.5. VA Approval. So long as there is a Class B membership, any amendment
to this Dec1antior shall require the prior written approval ofthe VA. A draft of any proposed
amendment must be submifted to the VA for its approvalprior to Recordation. In addition,
VA approval is required for any merger, consolidation or dissolution of the Association;
dedication, conveyance or mortgage of the Association..Property; annexation of propertyin which
VA guaranteed loans will be provided; or amendments to annexationdocuments or amendments
previously approved by VA.

12.2.6. Certification. A certificate, signed and sworn to by two(2) officers of the
Maintenance Association that Delegates representing sixty-seven percent (67%) of theLots and
Condominiums have voted for any amendment adopted as provided above,when Recorded, shall
be conclusive evidence of that fact. The certificate reflecting anytermination or amendment
which requires the consent of any of the record holders, guarantors or insurers of first Mortgages
shall include a certification that the requisite approval of the City, and such holders, guarantors or
insurers of first Mortgages has been obtained or waived. Thecertificate reflecting any
termination or amendment requiring Declarant's consent shall be signed and acknowledged by
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Declarant. The Maintenance Association shall maintain in its flIes the record of all such votes
and Mortgagee consent solicitations and disapprovals for a period ofat least four (4) years.

12.3. Mortgagee Protection-General.
Notwithstanding any other provision of this Declaration, no amendment orviolation of this
Declaration will defeat or render invalid the Lights of theBeneficiary under any Deed of Trust
made in good faith and for value, and Recorded prior to the Recordation of such amendment (or
a Notice of Lien Recorded pursuant to Section 6.11). Afterthe foreclosure of any such Deed of
Trust such Lot or Condominium remains subject to this Declaration, as amended.
Notwithstanding any and all provisions of this Declaration to the contrary, in order to induce
FHLMC, GNMA, FNMA1 VA and FHA to participate in thefinancing of Lots and
Condominiums within the Properties, the following provisions are added hereto (and to the
extent these added provisions, pertaining to the rights of Mortgagees,FHLMC, FNMA, GNMA,
VA and FR, conflict with any other provisions of this Declaration or any other of the
Restrictions, these added restrictions shall control):

12.3.1. Notice of Default. Each Beneficiary, insurer and guarantor ofa first
Mortgage encumbering any Lot or Condominium, upon filing a writtenrequest for notification
with the Board, is entitled to written notification from theMaintenance Association of (i) any
condemnation or casualty loss which affects either a material portion of the Properties or the Lot
or Condominium securing the respective first Mortgage; (ii) any delinquency of sixty (60) days
or more in the performance by the Owner of suchLot on Condominium of any obligation arising
pursuant to this Declaration, including without limitation the payment ofassessments or charges
owed by the Owner of the Lot or Condominium securing the respective first Mortgage, which
notice each Owner hereby consents to and authorizes; (iii) a lapse, cancellation, or material
modification of any policy of insurance or fidelity bond maintained by the Maintenance
Association; and (iv) any proposed action of the Maintenance Association which requires
consent by a specified percentage of first Mortgagees.

12.3.2. First Refusal Exemption. Every Owner, including every first Mortgagee
of a Mortgage encumbering any Lot or Condominium, which obtains title to such Lot or
Condominium pursuant to the remedies provided in such Mortgage, or pui-suant to foreclosure of
the Mortgage, or by deed (or assignment) in lieu offoreclosure, is exempt from any "right of first
refUsal." I

12.3.3. Lien Priority. Each first Mortgagee of a Mortgage encumbering anyLot
Or Condominium and Recorded prior to a Notice of Lien which obtains title to such Lot or
Condominium pursuant to judicial foreclosure or the powers provided in such Mortgage takes
title to such Lot or Condominium free and clear ofany claims for unpaid assessments or charges
against such Lot or Condominium which accrued prior to thetime such Mortgagee acquires title
to such Lot or Condominium in accordance with Section 6.16.

12.3.4. Books and Records. All Beneficiaries, insurers and guarantors offirst
Mortgages on Lots or Condominiums, upon written request to theMaintenance Association, may
examine current copies of the Maintenance Association 's books, records and financial
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statements and the Restrictions during normal business hours, and mayrequire the Maintenance
Association to submit an annual audited fmancial statement for thepreceding fiscal year without
expense to the entity requesting the statement within one hundredtwenty (120) clays of the end of
the fiscal year.

12.3.5. Mortgagee Notices. All Beneficiaries, insurers and guarantors of first
Mortgages of Lots or Condominiums who have filed a writtenrequest with the Maintenance
Association shall be given (i) thirty (30) days' written notice prior to the effective date of any
proposed, material amendment to this Declaration or the Articles orBylaws, and prior to the
effective date of any termination of an agreement for professional management of the Propethes
following a decision of the Owners to assume self-management ofthe Properties; (ii) written
notice of all meetings of the Delegates and Delegate District Members and the right to designate
in writing a representative who shall be authorized to attendall such meetings; and (iii)
irnrned fate wi-Uteri notice as soon as the Board receives notice or otherwise learns of any damage
to the Maintenance Property whenever the cost of reconstruction exceedsTen Thousand Dollars
($10,000), and as soon as the Board receives notice or otherwise learns of any condemnation or
eminent domain proceedings or other proposed acquisition, with respect toany portion of the
Properties.

12.3.6. Maintenance Property Taxes. First Mortgagees may, jointly or singly,
pay taxes or other charges which are in default and which may or have become a charge against
any Maintenance Property and may pay any overdue precniums onhazard insurance policies, or
secure new hazard insurance coverage on the lapse of a policy, for such property, and first
Mortgagees making such payments shall be owed immediate reimbursement thereforfrom the
Maintenance Association.

12.4. Notices.
Any notice permitted or required to be delivered as providedherein shall be in writing and may
be delivered either personally or by mail. If delivery ismade by mail, it shall be deemed to have
been delivered two (2) business days after a copy ofthe same has been deposited in the United
States mail, postage prepaid, addressed to. any Person at the address given by such Person to the
Maintenance Association for the purpose of service of such notice, or to the Residence (or
principal place of business in the case of a ProjectAssociation) of such Person if no address has
been given to the Maintenance Association. Such address may be changed from time to time by
notice in writing to the Maintenance Association.

1,2.5. Enforcement and Non-Waiver.

12.5.1. Right of Enforcement. Subject to Sections 1354 and 1375 of the
California Civil Code and Sections 12.5.8, 12.5.10 and 12.14 below, the Maintenance
Association, the successors-in-interest of the Maintenance Association, any Owner, Project
Association, Declarant and Merchant Builders (so long as Declarant or a Merchant Builder bwns
a Lot or Condominium in the Properties or is entitledto add Annexable Area to the Properties),
may enforce any of the provisions of the Restrictions against any portion of the Properties which
is in noncompliance, and against each Owner, the Maintenance Association,any Project
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Association, or any other Pci-son responsible for the noncompliance. Suchright shall include
proceedings for damages, as well as proceedings to enjoin any violation of the Restrictions. The
City shall be entitled but not obligated to enforce allprovisions of this Declaration required by
the City as conditions to approval of development of theProperties.

12.5.2. Project Declaration Enforcement. Subject to Sections 1354 of the
California Civil Code and Sections 5.2.10, 12.5.8, 12.5.10 and 12.14 below, the Maintenance
Association may commence and maintain actions and proceedings to restrain and enjoin any
breach or threatened breach of the provisions of any applicable Project Declaration and to
enforce, by mandatory injunctions or otherwise, all of the provisions of any applicable Project
Declaration.

12.5.3. Violations are Nuisance. Every act or omission whereby artyprovision of
the Restrictions is violated in whole or in part ideclared a nuisance and every remedy allowed
by law or equity against a nuisance, either public orprivate, is applicable against every such
violation and may be exercised as provided in Section 12.5.1 above.

12.5.4. Violation of Law. Arty violation of any state, municipalor local law,
ordinance or regulation pertaining to the ownership, occupation or use of any of the Properties is
a violation of the Restrictions and subject to all ofthe enforcement procedures set forth in the
Restrictioris

12.5.5. Remedies Cumulative. Each remedy provided by the Restriction$ is
cumulative and not exclusive. The Maintenance Association may, without waivingthe right to
enforce its lien against the Lot or Condominium, bring a suit at law to enforce each assessment
obligation.

12.5.6. No Waiver. Failure to enforce any provision of the Restrictions does not
waive the right to enforce that provision, or any otherprovision thereof.

12.5.7. Special Assessment. LI any Owner, his Family, guests, liqensees,tenants
or invitees, or any Project Association violates the Restrictions, theBoard may, after Notice and
Hearing and in addition to the other remedies available, imposea reasonable Special Assessment
upon such Owner or Project Association for each violation and may as further provided in the
Bylaws, suspend or condition such Owner's right (and the rightof his Family, guests, licensees,
tenants and invitees) to use any portion of the Maintenance Property (other than streets and
driveways providing access to. such Owner's Lot or Condominium). Anysuch suspension or
conditional suspension shall be for a period of not more than thirty (30) days for any
noncontinuing infraction, but in the case of a continuing infraction(including nonpayment of any
delinquent assessment) may be imposed for so long as theviolation continues. The Board may
also adopt a schedule of reasonable fines or penalties which, in its reasonable discretion, it may
assess against an Owner or Project Association for failure ofthe Project Association or Owner,
his Family or a resident of or visitor to his Lot or Condominium, to comply with any provision of
the Restrictions, other than Article VI hereof. Such fines or penalties may only be assessed by
the Board after Notice and Hearing.

-70-
20062\28020\3 16501.1

6/28/99



12.5.8. Alternative Dispute Resolution of Assessment Disputes. Disputes
between an Owner and the Maintenance Association regarding the assessments imposed by the
Maintenance Association may be submitted to alternative dispute resolution inaccordance with
Civil Code Section 1354 if such Owner pays in flIU(i) the amount of the assessment in dispute,

(ii) any late charges, (iii) any interest, and (iv) aflfees and costs associated with the preparation
and filing of a Notice of Delinquent Assessment (including mailingcosts and attorneys fees not
to exceed the maximum amount allowed by law), and statesby written notice that such amount is
paid under protest, and the written notice is mailed by certified mail not more than thirty (30)
days from the Recording of a Notice of Delinquent Assessment. Upon receipt of such written
notice, the Maintenance Association shall inform the Owner in writingthat the dispute may be
resolved through alternative dispute resolution as set forth in Civil Code Section 1354. The right
of any Owner to utilize alternative dispute resolution Under this Section may not be exercised
more than two times in any single calendar year, andnot more than three times within any five
(5) calendar years. Nothing within this Section shall preclude anyOwner and the Maintenance
Association, upon mutual agreement, from entering into alternative dispute resolutionin excess
of the limits set forth herein. Au Owner may requestand be awarded through alternative dispute
resolution reasonable interest to be paid by the Maintenance Association in the total amount paid
under items (i) through (iv) above, if it is determined that the assessment levied by the
Maintenance Association was not correctly levied.

12.5.9. Notice offloncornpliance.
After notice and hearing, the Board may direct the officersof the Maintenance Association to
Record a notice of noncompliance against a Residence owned byany Member of the
Maintenance Association who has violated any provision of this Declaration. The notice shall
include a legal description of the Residence and shall specifythe provision of this Declaration
that was violated, the violation committed, and the steps requiredto remedy the noncompliance.
Once the noncompliance is remedied Or the noncomplying Owner has taken such other steps as
reasonably required by the Board, the Board shall direct theofficers of the Maintenance
Association to Record a notice that the noncompliance has beenremedied.

12.5.10. LimitatIon on Expenditures. The Maintenance Association may
not incur litigation expanses, including without limitation attorneys' fees, orborrow money to
fund litigation, where the Maintenance Association initiates legal proceedings or is joined as a
plaintiff in legal proceedings, unless the Maintenance Association first obtainsthe approval of
the Members (excluding the voting power of any Owner whowould be a defendant in such
proceedings), and, if applicable, complies with the requirements of Section1354 of the
California Civil Code. Such approval is not necessary if the legal proceedings are initiated (i) to
enforce the use restrictions contained in Article VII, (ii) to enforce the architectural and
landscaping control provisions contained in Article VIII, (iii) to collect any unpaid assessments
levied pursuant to this Declaration, (iv) for a claim, thetotal value of which is less than five
hundred thousand dollars ($500,000), or (v) as a cross-complaint inlitigation to which the
Maintenance Association is already a party. If the Maintenance Associationdecides to use or
transfer Reserve funds or borrow funds to pay for any litigation, such notice shall provide sri
explanation of why the litigation is being initiated or defended,why operating funds cannot be
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used, how and when the reserve funds will be replacedor the loan will be repaid, and a proposed
budget for the litigation. The notice must state that the Members have a right to review an
accounting for the litigation which will be available at theMaintenance Association's office.
The accounting shaH be updated monthly.

12.6. Interpretation.

12.6.1. Restrictions Construed Together. The Restrictions shall be liberally
construed to effectuate the fundamental concepts of the Properties as set forth in the Preamble to
this Declaration. The Restrictions shall be interpreted so as to be consistent with applicable laws
and regulations, including ordinances and regulations of the County andother applicable
governmental entities. The Restrictions shall be construed and governed bythe laws of the State
of California.

12.6.2. Restrictions Severable. Notwithstanding the provisions of Section
12.6.1, each of the provisions of the Restrictions is independentand severable, and the invalidity
or partial invalidity of any provision or portion thereof shall not affect the validity or
enforceability of any other provision.

12.6.3. Singular Includes Plural. Unless the context requires a contrary
construction; the singular shall include the plural and the plural the singuiar and the masculine,
feminine or neuter shall each include the masculine, feminine and neuter.

12.6.4. Captions. All captions and titles in this Declaration aresolely for
convenience of reference and do not affect that which is set forth in any of the provisions hereof.

12.6.5. Time Periods. Except as otherwise expressly provided herein, any
reference in this Declaration to time for performance of obligations or to elapsed time means
consecutive calendar days, months, or years, as applicable.

12.7. Reservation of Easements.
Declarant and the Merchant Builders hereby reserve for th benefit of all of the Properties
reciprocal easements for access, ingress and egress for all Ownersto and from their respective
Lots and Condominiums; for installation and repair of utility services; for encroachments of
Improvements constructed by Declarant and Merchant Builders or authorized bythe
Architectural Committee over the Maintenance Property; for drainage of waterover, across and
upon adjacent Lots, Common Areas and Maintenance Property resulting from the normal use of
adjoining Lots, Common Areas or Maintenance Property; for necessary maintenanceand repair
of any Improvement constructed by Declarant or a Merchant Builder;easements as may be
shown on any Recorded subdivision map or Recorded parcel map of any portion of the
Properties; and for such other purposes specified in this Declaration. Such easements may be
used by Declarant and the Merchant Builders, their successors, invitees and purchasers, the
Maintenance Association, and all Owners, their guests, tenants and invitees, residing on or
temporarily visiting the Properties, for pedestrian walkways, vehicular access andsuch other
purposes specified herein or reasonably necessary for the use, maintenanceand enjoyment of a
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Lot, Condominium, Common Areas or the Maintenance Property. Declarant herebyreserves
easements for the installation and maintenance of master antenna ormaster cable television
antenna service, as provided in Section 3.8.

12.8. No Public Right of Dedication.
Nothing in this Declaration is a gift or dedication of all or any part of the Properties to the public,
or for any public use.

12.9. Disclosures.
Every person who owns, occupies or acquires any right, title, estate or interest in or to anyLot or
Condominium or other portiqn of the Properties agrees to every limitation, restriction, easement,
reservation, condition and covenant contained herein, whether or not anyreference to this
Declaration is contained in the instrument by which such person acquired art interest in the
Properties. Each Owner, by acceptance of a deed or otherconveyance of a Lot or Condominium,
whether or not it shall be so expressed in anysuch deed or other instrument, acknowledges and
understands the following:

12.9.1. Entry Gates. Vehicular access into the Properties may be controlled by
electronically operated entry gates located at the private street entrances into the Properties,
which facilities will have pedestrian gates that will not becontrolled in any way, and will be open
to the general public. There may be additional controlle1d access pedestriangates at other
locations within the Properties. There are no assurances that entry gates will be staffed. If
staffing is provided, the schedule for commencing gate staffing operationsand the hours of
staffing will be subject to change as development progresses andwill be affected by the
construction and marketing access requirements ofDeclarant and the Merchant Builders andthe

commencement of Common Assessments in fUture Phases of Development. Interim staffingmay
be provided by Declarant or the MerchantBuilders at their sole cost and discretion as a part of

development operations at the Properties. Interim gate staffing may be modified or eliminated at
any time without notice.

12.9.2. Gate Operations During Marketing Period. Deelarant reseryes the right
to limit the operation of any vehicular entry gates duringthe "Marketing Period" (as defined in
Section 10.5) when Declarant or Merchant Builders are constructing and/oroffering Residences
for sale. During the Marketing Period the entry gates will be open to the general public including
Declarant and Merchant Luilder construction and modelhome traffic from the earlier to occur of
7 a.m. or dawn to the later to occur of7 p.m. or dusk seven days aweek. Declarant may change
the hours of gate operation in its sole discretion andwithout notice to accommodate construction
and marketing activities.

12.9.3. Security and Privacy Disclaimer. Entiygates and entry gate staffing
services are not intended to provide security for persons, personal property or Residences within
the Properties. Declarant, the Merchant Builders andtheMaintenance Association do not
undertake to provide security for the Properties nor do theymake any representations or
wan-anties whatsoever concerning the effect the gates or gate staffingmay have on vehicular and
pedestrian access through the Properties or the privacy and safetyofthe Properties.
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12.10. No Representations or Warranties.

No representations or warranties of any kind, express or implied, have been given or made by
Declarant or its agents or employees in connection with theProperties or any portion of the
Properties, or any Improvement thereon, its physical conditions, zoning, compliancewith
applicabk laws, fitness for intended use, or in connection with the subdivision, safe, operation,
maintenance, cost of maintenance, taxes or regulation thereof, except asspecifically and
expressly set forth in this Declaration and except as maybe filed from time to time with the DRE
or with any other governmental authority.

12.11. Standard of Care, Nonliability.

12.1 1.1. Scope of Powers and Standard of Care.

(1) General Scope of Powers. Rights and powers confened on the
Board, the Delegates, the Architectural Review Committee or other Committees or
representatives of the Maintenance Association by the Restrictions are not duties, obligations or
disabilities charged upon those Persons unless the rights and powersare explicitly identified as
including duties, obligations or disabilities in the Restrictions or in applicable law. Unless a duty
to act is imposed on the Board, Delegates, Architectural Review Committee or other Committees
or representatives of the Maintenance Association by the Restrictions orapplicable law, the
Board, Delegate and the committees have the right to decide to act or not act. Any decision to
not act is not a waiver of the right toact in the future.

(ii) Business Affairs. This Subsection 12.1 1.1(u) 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 memberin good faith, in a maimer such Board
member believes to be in the best interests of the Maintenance Association and with such care,
including reasoitable inquiry, as an ordinarily prudent person in alike position would use under
similar circumstances. When performing his duties, a Board member isentitled to rely on
information, opinions, reports or statements, including financial statements and otherfinancial
data, in each case prepared or presented by:

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

(2) 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

(3) A Committee of the Board upon which the Board member
does not serve, as to matters within its designated authority,
which committee the director believes to merit confidence,
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so long as, in any such case, the director 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.

(4) This Subsection 12.11.1(11) is intended to be a restatement
of the business judgement rule established in applicable law
as it applies to the Maintenance Association. All
amendments, modifications, restaternents and
inteipretations of the business judgment nile applicable to
the Maintenance Association shall be inteipreted to amend,
modii5', restate or interpret this Subsection 12.11.1 (ii).

(iii) Maintenance Association Governance. This Subsection
12.11 .1 (iii) applies to Board actions, Architectural Review Committeedecisions and Covenant
Committee decisions in connection with interpretation and enforcement of theRestrictions,
architectural and landscaping control, regulation of uses within the Properties,rule making and
oversight of committees. Actions taken or decisions made in connectionwith these matters shall
be reasonable, fair and nondiscriminatory.

12.11.2. Nonliability.

(i) General Rule. No Person is liable to any other Person (other than
the Maintenance Association or a party claiming in the nameof the Maintenance Association) for
injuries or damage resulting from such Person's acts oromissions when the acts or omissions are
within what the Person reasonably believed to be the scope of the Person's Maintenance
Association duties ("Official Acts"), except to the extent that injuries or damage result from the
Person's willful or malicious misconduct. No Person is liable to the Maintenance Association
(or to any party claiming in the name of the Maintenance Association) for injuries or damage
resulting from such Person's Official Acts, except to the extentthatsuch injuries or damage
result from such Person's willful or malicious misconduct. The Maintenance Association is not
liable for damage to property in the Properties unless caused by the negligence of the
Maintenance Association, the Board, the Delegates, the Maintenance Association's officers, the
Manager or the Manager's staff.

(ii) NonJiability of Volunteer Board Members and Officen. A
volunteer Board member or volunteer Maintenance Association officer shall notbe pers6nally
liable to any Person who suffers injury, including without limitation bodily injury, emotional
distress, wrongful death or propeiEty damage or loss as aresult of the tortious act or omission of
the volunteer officer or Board member if all of theapplicable conditions specified in Section
1365.7 of the California Civil Code, as modified, amended, or replaced, are met.

12.12. Enforcement of Certain Bonded Obligations.
If (i) the Maintenance Property Improvements located on any Phase of Development of the
Properties are not completed by the developer (Merchant Builder orDeclarant, as the case may
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be) of such Phase of Development of the Properties (herein the "Developer"), prior to the
issuance of a Final Subdivision Public Report for that Phase of Development by the DRE, and
(ii) the Maintenance Association is obligee under a bond, letter of credit or other arrangement
("Bond") required by the DRE to secure performance of theDeveloper's commitment to
complete the Improvements, the following provisions of this Section will be applicable:

12.12.1. Board Action. The Board shall consider and vote on thequestion
of Maintenance Association action to enforce the obligations under theBond, with respect to any
such Improvement for which a Notice of Completion has notbeen filed, within sixty (60) days
after the completion date specified for that Improvement in the Planned Construction Statement
appended to the Bond. If the Maintenance Association has given an extension in writing for the
completion of any Maintenance Property Improvement, the Board shall considerand vote on the
aforesaid question if a Notice of Completion has not beenfiled, within thirty (30) days after the
expiration of the extension.

12.12.2. Delegate Action. A special meeting of Delegates, for the purpose
of voting to override a decision by the Board notto 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) days nor more than forty-five (45) days after receipt by the Board of a
petition for such a meeting signed by not less than two (2) Delegates representing in the
aggregate not less than five percent (5%) of the MaintenanceAssociation total voting power. A
vote of'Delegates representing a majority of the Maintenance Association votingpower,
disre.garding any votes attributable to Lots or Condominiums owned bythe Developer, to take
action to enforce the obligations under the Bond shall be deemed the Maintenance Association's
decision, and the Board must thereafter implement this decision byinitiating and pursuing
appropriate action in the Maintenance Association's name.

12.13. Priorities and Inconsistencies.
If there are conflicts or inconsistencies between this Declaration and either the Articles of
Incorporation or the Bylaws of the Maintenance Association, the terms and provisions of this
Declaration shall prevail. Itt addition, if there are any conflicts or inconsistencies between this
Declaration or any of the Restrictions, andany documentation executed by a Merchant Builder
and Declarant in connection with the sale of anyproperty in the Properties to the Merchant
Builder (collectively "Development Documents"), as between Merchant Builder and Declarant,
the terms and provisions of the Development Documents shall control.

12.14. Dispute Resolution.
Any disputes between all or any of the Maintenance Association, Merchant Builders, Project
Association, Owner(s) and the Declarant or any director, officer, partner, employer, contractor,
subcontractor, design professional, consultant or agent of the Declarant (collectively "Declarant
Parties") arising under this Declaration or relating to the Properties (excluding disputes solely
between Declarant and any other Declarant Party or Parties), shallbe subject to the following
provisions:
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(a) Construction Defect Disputes. Prior to the commencement of any legal
action by the Maintenance Association, Project Association or any Owner(s) against a Merchant
Builder, the Declarant or Declarant Party based upon a claim for defects in the design or
construction of any Residence, Maintenance Property or Jrnprovements thereon, theMaintenance
Association, Project Association or Owner must first comply with the requirements of Civil Code
Section 1375 (notwithstanding the fact that Section 1375 does not apply to Owners by its terms).
If the parties are unable to resolve their dispute in accordance with the procedures established
under Civil Code Section 1375, the dispute shall be resolvedin accordance with subsection (c)
below and the Parties shall each be responsible for their own attorneys' fees.

(b) Other Disputes.. Any other disputes arising under this Declaration or
otherwise between the Maintenance Association, Project Association, any Owner, aMerchant
Builder and the Declarant or a Declarant Party (except for action taken by the Maintenance
Association against Declarant for delinquent assessments, and any action involvingany
Maintenance Pxoperty completion bonds) (excluding disputes between Declarant and any
Merchant Builder) shall be resolved in accordance with subsection (c)below. The dispute
resolution procedure in subsection (c) as it applies solely tothe dispute under this subsection (b)
shall be deemed to satisfy the alternative dispute requirements ofCivil Code Section 1354, as
applicable.

(c) Judicial Reference. Any unresolved disputes under subsections (a) and
(b) above, shall be submitted to general judicial reference pursuantto California Code of Civil
Procedure Sections 638(1) and 641-645 or any successor statutes thereto. The parties shall
cooperate in good faith to ensure that all necessary and appropriate parties are included in the
judicial reference proceeding. The parties shall share equally in thefees and costs of the referee,
unless the referee orders otherwise but shall each be responsible for their own attorneys' fees.

The general referee shall have the authority to try allissues, whether of fact or
law, and to report a statement of decision to thecourt. The parties shall use the procedures
adopted by Judicial Arbitration and Mediation Services ("JAMS") for judicial reference and
selection of a referee (or any other entity offering judicial reference dispute resolution procedures
as may be mutually acceptable to the parties), provided thatthe following rules and procedures•
shall apply in all cases unless the parties agree otherwise:

4.

(1) The proceedings shall be heard in the county in whichthe Project is
located;

(2) The referee must be a retired judge or a licensed attorney with substantial
experience in relevant real estate matters;

(3) Any dispute regarding the selection of the referee shall beresolved by
JAMS or the entity providing the reference services, or, ifno entity i
involved, by the court with appropriate jurisdiction;

(4) The referee may require one or more pre-hearing conferences;
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(5) The parties shall be entitled to discovery, and the refereeshall oversee
discovery and may enforce all discovery orders in the samemanner as any
trial court judge;

(6) A stenographic record of the trial shall be made, providedthat the record
shall remain confidential except as may be necessary for post-hearing
motions and any appeals;

(7) The referee's statement of decision shall contain findings of factand
conclusions of law to the extent applicable; and

(8) The referee shall have the authority to rule on all post-hearing motions in
the same manner a a trial judge.

The statement of decision of the referee upon all of the issues considered by the
referee is binding upon the Parties, and uponfiling of the statement of decision with the clerk of
the court, or with the judge where there is noclerk, judgment may be entered thereon. The
decision of the referee shall be appealable as if rendered by the court. This provision shall in no
way be construed to limit any valid cause of action which may be brought by any of the parties.
The parties acknowledge and accept that they are waiving theirright to a jury trial.

Declarant has executed this Declaration s of the date set forth below.

Dated: — Sepr 30, 1999 'DECLARANr'

DavSha,
a California limited liability company

By: BP Westcoast Properties, L.IS.C., a Texas
limited liabiliçy..cwnpany
Its Manpgi4 Member

By: ____
aul C. Baruch

Its Manage

By: Investment Directions, Inc., a Wisconsin
corporation
Its

'I

By:
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STATE OF CALIFORNIA )

)ss.
COUNTY OF Loan &rnCVO)

On &pkrnbcf SC) , 1999, before me, fQ4rtWr'\ fLcflcc2SLL.., a

Notary Public in and for said State, personally appeared CT. \\ r -4
Q( OhaU C. - yu _—, personally known to me

satifcscCOrY Vtttce3-to be the person(f) whose name(S) (is)Ee}5UbScflbed to the within

insirurnent and acknowledged to me that (he) (.heEthw)execUted the samein (his) Ehefr(thei#

authorized capacityEies), aiid that by (his) (her)-ftheS signatureG) on the instrument the

person(fl), or the entity uponbehalf of which the person(t) acted, executed the intrurnent.

WITNESS my band and official seal.flLt-
çd' Notary Pubflc-Cdlifcx-nia

Notary PubLic and for said State

San aemordino County [

- St
(SEAL)

I
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—- nnn n,..-rr %enr 'J., ja.,f*S%JYI iC flUC-fl I

State of (Jifjrnio-'
County of Sin &rnacd,Ao
On &p,ii&tC /QQQ beforeme, f7)Ctrlk(fl&2Lfltät4ttç iJolrirz.f&t&ç

Date t,1me ci Thie a cer (eqt 'Jane Doe. Macsty Pubiit)

personally appeared 1k2 V(d C7 I7i,fk-r, ved
J Name(s) ci Signer(s)

o personally known to me cOfrrC piuvtJ Urn iecni th basi u(4b1aLtury-eVidenGo to be the person(%)
whose name(%Jfere subscribed to the within instrument
and acknowledged to me that(Rh&the-executed the
same ir(ei4hsLz.acsthorized capacity(-ie), and that by

(ijjihe#thefr signature(S) on the instrument the person(s),
— — a a a a a — a - or the entity upon behalf of which the person(s) acted,

executed the instrument.J
MARILYN RAINWATER

Comrnisson # 1797-i7-a - Notary Public - Ca&CtTIIC

zf
(/ Signature ci Natty Pttbllc

OPTIONAL -
Though the Information below is not requfreri by law, it may prove valuable to pet-sons relying on the document and could prevent

fraudulent removal and reattachmenl of this form to another document.

Description of Attached Document

TItle or Type of Document: ____________________________________________________________

Document Date: Number of Pages: —

Signer(s) Other Than Named Above:

WITNESS my hand and official seal.

¼1xQAa flLi€flLh4Q2UM

CapacityQes) CaimecJ by Signer(s)

Signer's Name: ________________________

'I

Signer's Name:

o Individual
o Corporate Officer

Title(s):
o Partner —0 Limited 0 General
0 Attorney-in-Fact
o Trustee
O Guardian or Conservator
o Other:

RIG}ffThUMEPWNT
Ct: OPSGNER.

0 Individual
o Corporate Officer

title(s): ______________________
O Partner — 0 Limited 0 General
o Attorney-in-Fact
o Trustee
o Guardian or Conservator
0 Other: ______-____top a' thumb here

Signer Is Representing:

I—

RICHTThUMBPRI&r

u., ut Thumb here

Signer is Representing:

Ci 1994 t4alional Notary ?asocjation • 6238 Remmet Ave, P.C. Bc'c 7154 Car'oga Pack, CA 91309-7954 Prod. No. 5907 Reorder tail lou-Free 1-800-875-0927



EXE1BIT A"

Legal Descsption

Lots 1 to 36, inclusive, of Tract No. 9490-1, located in the County of Riverside;
State of California, as per may recorded in Book 95 pages 3 to 4, inclusive, of
maps in the office of the County Recorder of Riverside County.

Lots I through 43, inclusive, of Tract 9490, located in the County of Riverside,
State of California, as per map recorded in Book 99, pages 70 and 71, inclusive,
of maps in the office of the County Recorder of Riverside County.




