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AMENDED AND RESTATED
DECLARATION OF COVENANTS, CONDITIONS
AND RESTRICTIONS FOR
BLOSSOM HILLS TWO

This Amended and Restated Declaration of Covenants, Conditions and Restrictions is
made as of the 1% day of May, 2013 by Standard Pacific of Arizona, Inc., a Delaware
corporation, as “Declarant,” with reference to the following:

Those certain Declaration of Covenants, Conditions and Restrictions for Blossom Hills
Two were recorded on September 28, 2011 at Instrument No. 2011-0804022. Thereafter, that
certain Assignment of Interest of Declarant and Other Rights by and between Crown-Phoenix
Blossom Hills I, LLC, a Delaware limited liability company, as Assignor and Standard Pacific
of Arizona, Inc., a Delaware corporation, as Assignee dated December 28 2012 was recorded at
Instrument No, 2012-1183912 (collectively, the “Declaration™). Declarant desires to amend and
restate the Declaration pursuant to Section 12.2 of the Declaration. Declarant further states that
the original Declaration will have no further force or effect.

A. As of the date hereof, Declarant and the Association (as hereinafter defined) are
the owners of fee title to the Property.

B. Declarant intends by this Declaration to impose upon the Property mutually
beneficial restrictions under a general plan of improvement for the benefit of all owners of
property within the Property. Declarant desires to provide a flexible (yet common) and
reasonable procedure for the overall development of the Property, and to establish a method for
the administration, maintenance, preservation, use and enjoyment of the Property.

NOW, THEREFORE, Declarant hereby declares that the Property shall be held, sold and
conveyed subject to the following easements, restrictions, covenants and conditions, which are
for the purpose of protecting the value and desirability of and which shall run with the Property
now and hereafter subjected to this Declaration and which shall be binding on all parties having
any right, title or interest in said Property or any part thereof, and their heirs, personal

representatives, successors and assigns, and shall inure to the benefit of each owner of all or any
part thereof.

ARTICLE 1

DEFINITIONS

Except as otherwise expressly provided in this Declaration, the following terms shall, for
purposes of this Declaration, have the meanings set forth below:

1.1 “A.R.S.” means the Arizona Revised Statutes, as they may be amended from time
to time.

1.2 “ADR Provisions” means the alternative dispute resolutions attached hereto as
Exhibit D.
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1.3 “Additional Assessments” means Assessments charged for Common Arcas that
benefit less than all of the Property equally against those Lots within the applicable benefited
portion of the Property as more fully described in Section 8.14.

1.4 “Additional Structure” means storage sheds, tool sheds, gazebos, casitas or
similar structures placed, erected or maintained upon any part of the Property.

1.5 “Annexable Property” means the real property described on Exhibit B hereto.

1.6  “Annual Assessments” means the Assessments levied pursuant to Article 8.

1.7  “Architectural Commijttee” means the committee established pursuant to Asticle

1.8 “Architectural Committee Rules” means the rules and guidelines adopted by the
Architectural Committee pursuant to Section 9.2, as amended or supplemented from time to
time.

1.9  “Articles” means the articles of incorporation of the Association, as amended
from time to time. '

1.10  “Assessments” means the Annual Assessments, the Special Assessments and any
other amounts declared by this Declaration to be a part of the Assessments or declared by this
Declaration to be secured by the lien created under Section 8.3,

1.11  “Association” means the Blossom Hills Two Community Association, an Arizona
nonprofit corporation, and its successors and assigns.

1.12  “Association Rules” means the rules and regulations adopted by the Association
pursuant to Section 7.3, as amended from time to time.

1.13  “Board” means the board of directors of the Association.
1.14  “Bylaws” means the bylaws of the Association, as amended from time to time.
1.15  “City” means the City of Phoenix.

1.16  “Common Area” means all real property (including the improvements thereon, all
-casements and licenses, all other real property interests, and all personal property and facilities)
owned, managed or maintained by the Association for the common use and enjoyment of the
Owners.

1.17  “Common Expenses” means expenditures made by or financial liabilities of the
Association, together with any allocations to reserves.

1.18  “Declarant” means Standard Pacific of Arizona, Inc., a Delaware corporation, its
successors and any Person to whom it may expressly assign any or all of its rights under this
Declaration by means of a Recorded instrument.
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1.19  “Declarant Affiliate” means any Person directly or indirectly controlling,
controlled by or under common control with Declarant, and shall include, without limitation, any
general or limited partnership, limited liability company, limited liability partnership or
corporation in which Declarant (or another Declarant Affiliate) is a general partner, managing
member or controlling shareholder, and any trust under which Declarant is the beneficiary.

1.20  “Declaration” means this Amended and Restated Declaration of Covenants,
Conditions and Restrictions for Blossom Hills Two, as amended from time to time.

1.21  “Designated Builder” means any Person other than Declarant who (1) is engaged
in the business of construction and sale of Dwelling Units in the Property to the public, or who is
a land trust, land banker, optionor or similar entity buying, developing, owning or selling land
for ultimate construction of Dwelling Units in the Property to the public, (i) has acquired one or
more Lots in connection with and in the course of such business, and (iii) is designated by
Declarant (in its sole discretion) by Recorded instrument as having any of the special rights,
privileges or immunities of Declarant under this Declaration. In the discretion of Declarant, such
Recorded instrument may (but need not) specifically describe the special rights, privileges or
immunities that are included in the Person’s designation as a Designated Builder. If the Person’s

Lots are specifically. described in the Recorded.-instrument .designating. the. Person-as.—a-....

Designated Builder, then such Person’s Designated Builder rights shall apply only to the
specified Lots, If such instrument does not include a specific description of Lots, then the
Person’s Designated Builder rights shall apply to the Lots owned by the Person at the time the
Designated Builder designation is made. If the Person acquires additional Lots after the
designation as a Designated Builder, the Person will not have Designated Builder rights with
respect to the Lots acquired subsequently unless Declarant, in its discretion, designates the Lots
as subject to the Person’s Designated Builder rights in a written Recorded instrument.

1.22  “Dwelling Unit” means any building or part thereof situated upon a Lot and
intended for use and occupancy as a residence by a Single Family.

1.23  “FHA” means the Federal Housing Administration, or its successor federal
agency.

1.24 “Financial Statement” means an annual financial audit, review or compilation of
the Association.

1.25  “First Mortgage” means a Mortgage Recorded against a Lot which has priority
over all other Mortgages Recorded against that Lot.

1.26  “Institutional Mortgagee” means a Mortgagee that 1s a bank, insurance company,
trust company, mutual fund, savings and loan association, pension fund, pension trust or college
or university or any real estate investment trust, real estate mortgage conduit, securitized lender
or other entity commonly considered to be an institutional lender or that is owned in principal
part by entities that are commonly considered to be institutional lenders or in which interests are
publicly traded on recognized securities exchange or in the over the counter market, or a
privately held entity primarily engaged in the business of commercial lending. Notwithstanding
the foregoing, an Institutional Mortgagee does not include any Mortgagee that is a Related Party
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to the Owner of the Lot with respect to which the Mortgagee holds a Mortgage, but only for the
periods during which the Mortgagee is a Related Party to the Owner. For purposes of the
foregoing sentence, one Person is a “Related Party” to another Person if the Person or any
officer, director, manager, member, shareholder, principal or employee thereof directly or
~indirectly controls or is controlled by or under common control with, or holds an ownership
interest or management rights in, or is a trustor, trustee or beneficiary of, or i1s a relative of
{including, but not limited to, by blood, adoption, marriage, civil union or otherwise), the other
Person or any officer, director, manager, member, shareholder, principal or employee thereof.

1.27  “Lot” means a Lot into which any part of the Property is subdivided as set forth in
a subdivision plat now or hereafter Recorded with respect to all or any part of the Property. For
purposes of this Declaration, a Lot shall be deemed to come into existence on and as of the date
the plat depicting and establishing such Lot is Recorded (so long as such Lot is part of the
Property described on Exhibit A hereto or such Lot has been annexed into the Declaration). In
no event shall the term “Lot™ mean or refer to all or any part of the Common Area,

1.28  “Maximum Annual Assessment” means the amount determined for each fiscal
year of the Association in accordance with Section 8.7.

1.29  “Member” means any Person entitled to membership in the Association, as
provided in this Declaration.

1.30  “Mortpage” means a deed of trust, as well as a mortgage, which, in either case, is
Recorded against a Lot.

1.31 “Mortgagee” means any Person that is a beneficiary under a deed of trust, as well
as a mortgagee under a mortgage, which, in either case, is Recorded against a Lot.

o

1.32  “Occupant” means any Person other than an Owner who occupies or is in
possession of a Lot, whether as a lessee under a lease or otherwise.

1.33  “Owner” means the Person or Persons who individually or collectively own fee
title to a Lot (as evidenced by a Recorded instrument), provided that: (a) Declarant (and not the
fee title holder) shall be deemed to be the “Owner” of each Lot with respect to which fee title is
held by a Declarant Affiliate or by a trustee (other than the trustee of a deed of trust) for the
benefit of Declarant or a Declarant Affiliate; (b) a Designated Builder (and not the fee title
holder) shall be deemed to be the “Owner” of each Lot with respect to which fee title is held by a
trustee (other than the trustee of a deed of trust) for the benefit of the Designated Builder; (¢) in
the event that, and for so long as, Declarant or a Declarant Affiliate has an existing right or
option to acquire any one or more Lots pursuant to a written agreement, Declarant shall also be
deemed to be the “Owner” of cach Lot with respect to which Declarant or a Declarant Affiliate
has such right or option; {(d) in the event that, and for so long as a Designated Builder has an
existing right or option to acquire any one or more Lots pursuant to a written agreement, the
Designated Builder shall also be deemed to be the “Owner” of each Lot with respect to which the
Designated Builder has such right or option; and (e) in any case where fee title to a Lot is vested
in a trustee under a deed of trust pursuant to Chapter 6.1 of A.R.S. Title 33, the owner of the
trustor’s interest under the deed of trust shall be deemed to be the “Owner” of that Lot. Where
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reference is made in this Declaration to Lots “owned by” a Person, such phrase shall be deemed
to refer to Lots of which that Person is the Owner, as determined pursuant to this Section. The
term “Owner” shall not include: (i) any Person who holds an interest in a Lot merely as security
for the performance of an obligation; or (ii) a lessee, tenant or other Occupant of a Lot.

1.34  “Person” means a natural person, corporation, business trust, estate, trust,
partnership, association, limited liability company, limited liability partnership, joint venture,
government, governmental subdivision or agency, or other legal or commercial entity.

1.35  “Property” means the real property described on Exhibit A hereto, and shall
further refer to such additional real property, if any, as may hereafter be annexed thereto
pursuant to Article 6 or as is now or may hereafter be owned in fee simple by the Association,

but shall not include real property, if any, which is deleted and removed from the Property
pursuant to Section 6.6.

1.36  “Property Documents” means this Declaration, all Tract Declarations, the
Articles, the Bylaws, the Association Rules and the Architectural Committee Rules.

placed an instrument of public record in the official records of Maricopa County, Arizona.

1.38 “Reserve Account” means a separate bank account maintained by the Association
for funds reserved for repair and replacement of improvements on the Common Areas.

1.39  “Retail Purchaser” means a Person who in a retail transaction purchases a Lot on
which a completed Dwelling Unit has been constructed. The term “Retail Purchaser” shall not
include a Person who purchases such a Lot and simultaneously with such purchase leases such
Lot and the Dwelling Unit thereon back to Declarant, any Declarant Affiliate, or any Designated
Builder for use as a model home, for so long as the Dwelling Unit continues to be used for
marketing rather than residential purposes.

1.40 “Single Family” means a group of persons each related to the other by blood,
marriage or legal adoption, or a group of not more than five (5) persons not all so related, who

maintain a common household.

1.41  “Special Assessments” means those Assessments levied pursuant to Section 8.9.

1.42  “Special Use Fees” means fees levied by the Association for the use of the
Common Area pursuant to Section 2.1.1{d).

1.43  “Tract Declaration” means any declaration of covenants, conditions and
restrictions or like instrument Recorded by Declarant after the Recording of this Declaration in

regard to one or more groups of lots, which shall in all cases be consistent with and subordinate
to this Declaration.

1.44  “VA” means the Veterans Administration (the U.S. Department of Veterans
Affairs), or its successor federal agency.
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1.45 *“Visible From Neighboring Property” means, with respect to any given object,
that the object is or would be visible to a person six (6) feet tall standing on neighboring
property, on the level of the base of the structure or building being viewed.

ARTICLE 2

EASEMENTS

2.1 Owners’ Easements of Enjoyment.

2.1.1 Subject to the rights and easements granted to Declarant in Section 2.4,
each Owner, and each Occupant of such Owner’s Lot, shall have a non-exclusive right and
easement of enjoyment in, to and over the Common Area, which right and easement shall be
appurtenant to and shall pass with the title to each Lot, subject to the provisions of this
Declaration including, without limitation, the following:

(a) The Association shall have the right to dedicate or transfer all or
any part of the Common Area to a public agency, authority or utility for such purposes and

_subject to_such conditions as may be agreed to by the Board. Unless otherwise required by _

zoning stipulations or agreements with any municipality having jurisdiction over the Property, or
any part thereof, effective prior to the date hereof or specified on a Recorded subdivision plat, no
such dedication or transfer shall be effective unless approved by Owners representing two-thirds
(2/3) of each class of Members, except that the Board shall have authority to transfer to such
public agencies, authorities or utilities easements and rights-of-way which are intended to benefit
the Property and which do not have any substantial adverse effect on the enjoyment of the
Common Area by the Owners.

(b) The Association shall have the right fo regulate the use of the
Common Area through the Association Rules (which may include, without limitation, the
adoption and implementation of a reservation system for such portions of the Common Area, or
improvements or amenities thereon, as the Board deems appropriate) and to prohibit access to
such portions of the Common Area, such as landscaped right-of-ways, not intended for use by
the Owners or Occupants, and to prohibit or restrict the activities that occur on the Common
Area, regardless of whether the activities prohibited or restricted otherwise would be lawful
activities.

() Declarant and the Association shall each have the right to convey
certain portions of the Common Area to Owners of adjoining Lots, provided, however, that
neither the Association nor Declarant shall have the right to transfer or convey any portion of the
Common Area upon which is situated any recreational facility unless approved by a vote of the
Owners pursuant to Subsection 2.1.1(a).

@ The Association shall have the right to charge Special Use Fees for
the use of the Common Area. The Special Use Fees, if any, shall be set by the Board from time
to time, in its discretion. Special Use Fees shall be charged only for actual entry upon or use of
those portions of the Common Area, if any, selected by the Board to be subject to a Special Use
Fee, and shall be imposed only where the Board deems it appropriate to collect revenue from the
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actnal users of such selected portions of the Common Area so that all of the costs of operating
such selected portions of the Common Area are not borne by all of the Owners through Annual
Assessments, but rather are borne, at least in part, by the Owners, Occupants and other Persons
using such selected portions of the Common Area.

(e) The Board shall have the right to suspend the rights of any Owner
or Occupant to use and enjoy recreational facilities on the Common Area: (1) for any period
during which an Assessment remains delinquent; (2) for a period not to exceed sixty (60) days
for any infraction of the Property Documents; or (3) for successive sixty (60} day periods if any
such infraction is not corrected during any preceding suspension period. Any suspension of the
rights of an Owner or Occupant to use and enjoy recreational facilities on the Common Area
shall automatically, without any further action, also act as a suspension of any rights or
privileges any guest, family member, lessee or invitee of such Owner or Occupant might
otherwise have to use and enjoy any such recreational facilities.

2.1.2 TIf a Lot is leased or rented by its Owner, the Occupants of such Lot shall
have the right to use the Common Area during the term of the lease, and the Owner of such Lot
shall have no right to use the Common Area until the termination or expiration of such lease.

2.1.3 The Board shall have the firght to limit the nuinber of guests and invitees W

who may use the recreational facilities located on the Common Area at any one time and may
restrict the use of the recreational facilities by guests and invitees to certain specified times.

2.2 Utility Easement. There are hereby created easements upon, across, over and
under the Common Area, Lots and other portions of the Property for reasonable ingress, egress,
installation, replacement, repair and maintenance of all utilities, including, but not limited to,
gas, water, sewer, telephone, cable television and electricity. By virtue of these easements, it
shall be expressly permissible for the providing utility company to erect and maintain the
necessary equipment on the Common Area, Lots and other portions of the Property, but no
sewers, electrical lines, water lines or other utility or service lines may be installed or located on
the Common Area, Lots and other portions of the Property except as initially designed, approved
and constructed by Declarant or as approved by the Board (and, in the case of a Lot, by the
Owner of such Lot).

23 Proximity to Phoenix Sky Harbor International Airport. Each Owner and
Occupant acknowledges that (a) the Property is in close proximity to the Phoenix Sky Harbor
International Airport (the “Airport™) flight path, and is located approximately seven (7) miles
north of the Airport; (b) the Airport is considered a busy large-hub airport, and one of the busiest
airports in the nation; (¢) the Airport is open twenty-four (24) howrs each day, so takeoffs and
landings may occur at any hour of the day or night; (d) there are a significant number of takeoffs
and landings at the Airport and the volume of traffic is expected to increase with time; (e)
altitudes of individual aircraft will vary with meteorological conditions, aircraft performance and
pilot proficiency; and (f) flights over the Property by aircraft taking off from or landing at the
Airport may generate noise, the volume, pitch, amount and frequency of occurrence of which
will vary depending on a number of factors, including without limitation the altitudes at which
the aircraft fly, wind direction and other meteorological conditions and aircraft number and
types, and may be affected by future changes in Airport activity. Each Owner and Occupant
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hereby accepts and assumes any and all risks, burdens and inconvenience caused by or
associated with the Airport and its operations (including, without limitation, noise caused by or
associated with aircraft flying over the Property) and agrees not to assert or make any claims
against Declarant, the Association or any director, officer, employee, agent, representative or
contractor of any of them. Any questions regarding the operation of the Airport can be directed
to the City of Phoenix, Aviation Department, Planning Division, at (602) 273-3340.

2.4  Easements for Ingress and Egress. There are hereby created easements for ingress
and egress for pedestrian traffic over, through and across sidewalks, paths, walks and lanes that
from time to time may exist upon the Common Area. There are also hereby created easements
for ingress and egress for pedesirian and vehicular traffic over, through and across such
driveways and parking areas as from time to time may be paved and intended for such purposes.
Such easements shall run in favor of and be for the benefit of the Owners and Occupants of the
Lots and their guests, families, tenants and invitees. There are also hereby created easements
upon, across and over the Common Area and all private streets, private roadways and private
driveways within the Property for vehicular and pedestrian ingress and egress for police, fire,
medical and other emergency vehicles and personnel.

2.5 —Peclarant’s Use-and Easements—— oo S

2.5.1 Declarant shall have the right and an easement to maintain sales or leasing
offices, management offices and models on any portion of the Property owned by such
Declarant, and each Designated Builder shall have the right and easement to maintain such
offices and models on the respective Lots owned by such Designated Builder. Declarant shall
have the right and easement to maintain, and to grant to any Designated Builder the right and
easement to maintain, one or more advertising signs on the Common Area located upon the
property owned by Declarant while Declarant and/or such Designated Builder, as applicable, is
selling Lots or other property within the Property. Such advertising signs shall be erected in
compliance with any and all ordinances, regulations and other requirements of the applicable
governmental entitics, shall be maintained in a good and sightly manner and shall not
substantially interfere with the views to the models or other signage of any other Declarant or
Designated Builders from adjacent roadways, sidewalks or Common Areas. Declarant reserves
the right to place models, management offices and sales and leasing offices on any Lots or other
property owned by Declarant and on any portion of the Common Area in such number, of such
size and in such locations as Declarant deems appropriate.

2.5.2  So long as Declarant or any Designated Builder is marketing Lots or other
portions of the Property or the Annexable Property, Declarant or Designated Builder shall have
the right to restrict the use of the parking spaces on the Common Area. Such right shall include
reserving such spaces for use by prospective purchasers, Declarant’s employees, the Designated
Builders and their employees, and others engaged in sales, leasing, maintenance, construction or
management activities.

2.5.3 Declarant shall have the right and an easement on and over the Common

Area to construct all improvements Declarant may deem necessary and to use the Common Area
and any Lots and other property owned by Declarant for construction or renovation related
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purposes including the storage of tools, machinery, equipment, building materials, appliances,
supplies and fixtures.

2.5.4 Declarant shall have the right and an easement upon, over, and through the
Common Arca as may be reasonably necessary for the purpose of exercising the rights granted to
or reserved by Declarant by this Declaration. Upon the written approval of Declarant, any
Designated Builder may have the right and an easement upon, over, and through the Common
Area upon any portion of the Property owned by Declarant as may be reasonably necessary for
the purpose of exercising the rights granted to or reserved by such Designated Builder by this
Declaration.

2.6  Lasement in Favor of Association. The Lots are hereby made subject to the
following easements in favor of the Association and its directors, officers, agents, employees and
independent contractors:

2.6.1 For inspection during reasonable hours of the Lots in order to verify the
performance by Owners or other Persons of all items of maintenance and repair for which they
are responsible;

2.6.2 For inspection, maintenance, repair and replacement of portions of the
Common Area accessible only from such Lots;

2.6.3 For correction of emergency conditions on one or more Lots or on
portions of the Common Area accessible only from such Lots;

2.6.4 For the purpose of enabling the Asscciation, the Board, the Architectural
Committee or any other committees appointed by the Board to exercise and discharge their
respective rights, powers and duties under the Property Documents;

2.6.5 For inspection of the Lots in order to verify that the Owners and
Occupants, and their guests, tenants and invitees, are complying with the provisions of the
Property Documents.

ARTICLE 3

MEMBERSHIP AND VOTING RIGHTS; POWERS OF THE BOARD

EVERY HOMEOWNER AUTOMATICALLY BECOMES A MEMBER OF THE
BLOSSOM HILLS TWO COMMUNITY ASSOCIATION

3.1 Membership; Power to Vote. Every Owner of a Lot automatically shall be a
Member of the Association and shall remain a Member for so long as such ownership continues.
Each Owner’s membership in the Association shall be appurtenant to and may not be separated
from ownership of the Lot to which the membership is attributable. In the event any Lot is
owned by two (2) or more Persons, whether by joint tenancy, tenancy in common, community
property or otherwise, each such Person shall be considered a Member but the membership as to
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such Lot shall be joint, and such Persons shall jointly designate to the Association in writing one
of their number who shall have the power to vote said membership, and, in the absence of such
designation and until such designation is made, the Board shall either: (a) make such
designation, in which event such designation shall be binding for all purposes; or (b} declare that
until all Persons who together hold such membership jointly make such written designation, the
vote(s) attributable to such membership under this Declaration shall not be cast or counted on
any questions before the Members; provided, however, that if any one of such Persons casts a
vote representing a certain Lot without objection from any other Person sharing ownership of
such Lot, that Person will thereafter be conclusively presumed to be acting with the authority and
consent of all other Persons sharing ownership of such Lot unless and until objection thereto is
made to the Board, in writing. Notwithstanding the foregoing, so long as the Class B
membership 1s 1n existence, no Class B Member shall at the same time be a Class A Member nor
shall a Class B Member have any Class A votes, and the membership and number of votes of the
Class B Member(s) shall be determined in accordance with Subsection 3.3.2.

3.2 Declarant’s Membership. Declarant shall be a Member of the Association for so
long as it holds a Class A or Class B membership.

33 Voting Classes: Number of Votes. The Association shall have two (2) classes of
Members, as follows:

3.3.1 Class A. Class A Members shall be all Owners, except that until the
conversion of a Class B membership to Class A membership as provided below, Declarant and
any Designated Builder that Declarant has provided a Class B membership to shall be a Class B
Member, not a Class A Member. Subject to the authority of the Board to suspend an Owner’s
voting rights in accordance with the provisions hereof, a Class A Member shall have one vote for
each Lot owned by such Member; and

3.3.2 Class B. The Class B Member shall be Declarant. The Class B Member
shall be entitled to three (3) votes for each Lot owned by such Member (so long as such Lot is
part of the Property described on Exhibit A hereto or such Lot has been annexed into the
Declaration). Declarant shall have the right, at any time and from time to time, to assign all or
any part of its voting rnights appurtenant fo its Class B membership (as well as all or any other
rights appurtenant thereto) to one or more Persons acquiring, for purposes of development and
sale, including a Designated Builder, any part of the Property. Further, Declarant shall have the
right, at any time and from time to time, to designate an individual or individuals to exercise
Declarant’s voting rights (whether appurtenant to Class A or Class B membership); provided,
however, that such designation shall not act as an assignment by Declarant of its membership or
voting rights hereunder. Subject to the provisions of Article 6 below, the Class B membership
shall automatically cease and be converted to a Class A membership upon the happening of the
first of the following events:

(a) the date ninety percent (90%) of the Lots are owned by Class A
Members;
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(b)  the date which is twenty (20) years after the date this Declaration is
Recorded; or

(c) the date on which Declarant and any Designated Builder (as
applicable) Records a written notice electing to convert their Class B membership to Class A
membership.

3.4  Right to Vote. The Board shall not be required to recognize a change in the
ownership of a Lot as being effective for voting purposes until the Board receives written notice
of such change together with satisfactory evidence thereof. The vote for each Member must be
cast as a single unit. Split or fractional votes shall not be allowed. Any Owner of a Lot which is
leased or which is subject to a valid, outstanding and Recorded executory agreement of sale may,
in the lease, agreement of sale or other written instrument, assign the voting rights appurtenant to
the Lot to the lessee thereof or to the purchaser thereof under such agreement of sale, as
applicable, provided that a copy of the written assignment of such voting rights is furnished to
the Secretary of the Association prior to any meeting at which such lessee or purchaser seeks to
exercise such voting rights. The Board shall have the right to suspend the voting rights of any
Owner for such period of time as the Owner is delinquent in the payment of any Annual
- Assessments and/or Special Assessments required-to be paid by-this Declaration. . —oeen

3.5  Members’ Rights. Each Member shall have the rights, duties and obligations set
forth in this Declaration, the Articles, the Bylaws, the Association Rules and any other rules and
regulations adopted pursuant to any of the foregoing, including, but not limited to the right to
enforce the terms and provisions set forth in this Declaration.

3.6 Transfer of Membership. Except as otherwise provided in this Declaration, the
rights, duties and obligations of a Class A Member cannot and shall not be assigned, transferred,
pledged, conveyed or alienated in any way except upon transfer of ownership of such Class A
Member’s Lot and then only to the transferee thereof. Such transfer may be effected by deed,
intestate succession, testamentary disposition, foreclosure or other legal process authorized under
Arizona law, shall operate to transfer the membership appurtenant thereto to the new Owner and
any attempt to make any other form of transfer shall be void.

ARTICLE 4

MAINTENANCE

4.1 Association’s General Responsibilities. The Association shall maintain and keep
in good condition and repair the Common Area (and certain other areas, as more expressly
provided in this Section 4.1), and the costs of such maintenance shall be Common Expenses of

the Association (subject to any insurance then in effect). This maintenance shall include, but not
be limited to:

4.1.1 maintenance, repair and replacement of all landscaping, structures and
improvements (including, without limitation, any and all private accessways, recreational
facilities and appurtenant improvements) situated upon the Common Area;
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4.1.2 maintenance, repair and replacement of landscaping in or upon public
rights-of-way immediately adjacent to the exterior boundaries of the Property (or between such
public rights-of-way and perimeter or boundary walls on or surrounding the exterior boundaries
of the Property), and of any perimeter or boundary walls on or surrounding the exterior
boundaries of the Property;

4.1.3 maintenance, repair and replacement of all landscaping and irrigation
located between the curb and detached sidewalk adjacent to each Lot;

4.1.4 maintenance, repair and replacement of the public multi-use trail located
in the Common Area adjacent to East Baseline Road;

4.1.5 maintenance, repair and replacement of all wrought iron portions of a wall
which borders a Common Area;

4.1.6 maintenance, repair and replacement of landscaping and signs within areas
designated on one or more subdivision plats or other instruments Recorded by, or bearing the
written approval of, Declarant (or, after termination of the Class B membership, the Association)

_with respect to all or portions of the Property as “landscape easements,” “landscape and wall

easements” or “landscape and sign easements™ (or similar designations) to be maintained by the
Association;

4.1.7 except where otherwise provided in an instrument Recorded by, or bearing
the written approval of Declarant, the Association shall be responsible for maintaining the side of
any boundary wall facing a public street or roadway (or a private street or roadway owned by the
Association), while the Owner of a Lot shall be responsible for maintaining the side of any
boundary wall facing such Owner’s Lot. For purposes of the preceding sentence a “boundary
wall” shall be any wall or fence separating a Lot from a public street or roadway adjacent to or
along the exterior perimeter boundaries of the Property or adjacent to or along a major arterial
street or roadway (whether public or owned by the Association) within the Property if, in the
case of a wall within the Property, such wall is designed as a “common” or “theme” wall
presenting a uniform appearance along its length; and

4.1.8 maintenance and repair of any drainage easements upon or across the
Common Area. The Association shall also have the right, power and authority to maintain and
repair drainage easements upon and across one or more Lots where: (a) the Association is
required to do so by applicable statute, ordinance, code, rule or regulation, or by the terms of a
Recorded subdivision plat signed or otherwise approved in writing by Declarant or the
Association; (b) in the reasonable discretion of the Board, such maintenance and repair is
necessary or advisable to protect any Common Area or other Lots or to permit proper flow of
runoff through other portions of the Property; or (c) in the reasonable discretion of the Board,
such maintenance and repair is otherwise in the best interests of the Association or serves a
reasonable goal of the Association. The costs of any maintenance and repair described in the
preceding sentence shall be Common Expenses, subject to any right the Association may have to
recover all or any portion of such costs from insurance or from any Owner or other Person whose
negligent or reckless act, breach of this Declaration or other misconduct gave rise to need for
such maintenance or repair. Except for public parks, if any, within the Property, the City is not
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responsible for and will not accept maintenance of any private facilities, landscaped areas, etc.
within the Property.

42  Maintenance of Owner’s Structures. Each Owner shall be responsible for the
maintenance, cleaning, painting, repair and general care of all structures existing or constructed
upon such Owner’s Lot and, in particular, each Owner shall cause the exterior of said structures
to be maintained in good condition and repair and in an attractive state consistent with general
community standards within the Property. In the event that the Board shall determine, after
providing reasonable notice and an opportunity to be heard, that any Owner is in breach of such
Owner’s obligations under the preceding sentence, the Board shall promptly give such Owner
written notice of such determination, including a reasonably detailed list or description of the
repairs, maintenance or other work required to cure such Owner’s breach, and in the event the
Owner shall not have cured such breach within thirty (30) days after the date of said written
notice, the Association may, in the discretion of the Board, cause the repairs, maintenance or
other work to be performed so as to cure such Owner’s breach, and the costs of doing so,
together with interest from the date of expenditure at the rate set forth in Section 8.2, shall be the
personal obligation of such Owner and shall constitute a lien on such Owner’s Lot, which lien
shall have the priority and may be enforced in the manner described in Section 8.3. The

- Association—shall-alse--have- standing-and - authority- to-request -that-a—court -of -competent -
jurisdiction compel such Owner to cure such breach, and to the extent not inconsistent with an
order of such court, the Association may pursue either or both of the courses of action described
in the preceding sentence. The Association shall have an easement on, over, across and through

each Lot to permit it to exercise its rights and carry out its duties and obligations under this
Article 4.

4.3 Publicly Dedicated Areas. Except: (a) as expressly provided in this Article 4; (b)
as may otherwise be required by applicable law; and (¢) as may be voluntarily assumed by the
Board, the Association shall have no responsibility to maintain any areas within the Property
(which are dedicated to or the responsibility of a municipality, utility or other governmental
entity.

44  Landscaping Replacement. Landscaping originally planted on the Common
Areas may exceed the landscaping that is ultimately planned for Common Areas due to over-
planting in anticipation of normal plant losses. The Board is hereby granted the authority to
remove and not replace dead or damaged landscaping if, in the reasonable discretion of the
Board, (a) the remaining landscaping i1s acceptable to the Board and (b) the remaining
landscaping is generally consistent in quality and quantity with the landscaping shown on
approved landscaping plans filed with governmental entities in connection with the Property,
even if the location or type of specific plants is different than the types or locations shown on
such approved landscaping plans. Neither Declarant nor any other installer of landscaping on
Common Areas shall be responsible for replacement of landscaping that dies more than ninety
(90) days following installation; the Association shall be solely responsible for such replacement
(subject to potential recovery by the Association from any vandal or negligent person).

4.5 Assumption of Other Responsibilities. The Association may, in the discretion of
the Board, assume the maintenance responsibilities set out in any Tract Declaration upon all or
any portion of the Property. In such event, all costs of such maintenance shall be assessed as
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Additional Assessments only against the Owners of Lots or parcels encumbered by the Tract
Declaration, which Additional Assessments shall be secured by the lien for Assessments created
by and described in, and enforced in accordance with, Article 8.

4.6  No Discrimination. The provision of services in accordance with this Article
shall not be deemed to be discrimination in favor of or against any Owner.

ARTICLE 5

INSURANCE AND FIDELITY BONDS; CASUALTY LOSSES

5.1 Tnsurance to be Obtained by the Association.

5.1.1 Hazard Insurance.

(a) The Board, acting on behalf of the Association, shall obtain and
maintain at all times insurance for all insurable improvements on the Common Area against loss
or damage by fire or other hazards, casualties and risks embraced within the coverage of the
standard “extended coverage™ policy available from time to time in the State of Arizona, against
all other perils customarily covered for similar types of projects (including those covered by the
“special form” endorsement available from time to time in the State of Arizona), and against loss
or damage due to vandalism and malicious mischief. Said insurance shall be in an amount equal
to 100% of the current replacement cost, from time to time, without deduction for depreciation,
of all such insurable improvements (excluding land, foundations, excavations and other items
usually excluded from such insurance coverage, but including fixtures and building service
equipment and personal property and supplies owned by the Assoclation), with such amount to
be redetermined annually (and upon the subjection of any portion, or all, of the Annexable
Property to the effect of this Declaration if such subjection results in an addition to the Common
Area of property upon which are situated improvements required to be insured hereunder) by the
Board with the assistance of the insurer or insurers providing such coverage.

{(b) The policy or policies providing the insurance required by this
Subsection 5.1.1 shall provide that: (i) any insurance trust agreement shall be recognized; (i1) the
insurer shall waive any right of subrogation against the Owners, the Board or the Association,
and their respective agents, tenants, servants, employees, guests and household members; (iii)
such insurance shall not be canceled, invalidated or suspended by reason of any acts or omissions
of any Owner (or of such Owner’s invitees, agents, tenants, servants, employees, guests or
household members), or of any member, officer or employee of the Board without a prior written
demand to the Board that any such act or omission be cured and without providing a sixty (60}
day period within which the Board may cure such act or omission (or cause the same to be
cured); (iv) such insurance coverage shall be primary, and shall in no event be brought into
contribution with any insurance maintained by individual Owners, their Mortgagees or other lien
holders; and (v) the coverage afforded by such policy or policies shall not be prejudiced by any
act -or omission of any Owner or Occupant (or their agents) when such act or omission is not
within the control of the Association.
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(c) The policy or policies providing the insurance required by this
Subsection 5.1.1 shall also contain (if available at no additional cost or at such additional cost as
1s not demonstrably unreasonable) the following endorsements (or their equivalents): (i) “agreed
amount” and “inflation protection” endorsements; (ii) “increased cost of construction”
endorsement; (iii) “contingent liability from operation of building laws or codes” endorsement;
(iv) “demolition cost” endorsement; and (v) “current replacement cost” endorsement.

(d)  If determined by the Board to be necessary, the policy or policies
providing the insurance required by this Subsection 5.1.1 shall also contain a steam boiler and
machinery endorsement providing coverage in an amount not less than the lesser of $2,000,000
or the insurable value of the building(s) housing such boiler and machinery, if any.

(e) Unless a higher maximum deductible amount is required by
applicable law, each policy providing the insurance coverage required by this Subsection 5.1.1

shall provide for deductibles determined to be commercially reasonable at the discretion of the
Board.

5.1.2 Liability Insurance. The Board, acting on behalf of the Association, shall
obtain and maintain at all times a comprehensive general liability policy insuring the
Association, each member of the Board, each Owner and each Declarant Designee (as defined
below), against any liability to the public or to any Owner or Occupant (and such Owner’s or
Occupant’s invitees, agents, employees, tenants, guests, servants and houschold members) for
death, bodily injury and property damage arising out of or incident to the ownership or use of the
Common Area or arising out of or incident to the performance by the Association of its
maintenance and other obligations hereunder. The Board, with the assistance of the insurer(s)
providing such coverage, shall review annually the amounts of coverage afforded by said
comprehensive general liability policy or policies and adjust such amounts of coverage as the
Board deems appropriate, but in no event shall said policy or policies provide coverage less than
One Million Dollars ($1,000,000.00) for death, bodily injury and property damage for any single
occurrence. The policy or policies providing such insurance shall, by specific endorsement or
otherwise, preclude denial by the insurer(s) providing such insurance of a claim under such
policy or policies because of negligent acts or omissions of the Association, any Owner(s) or any
Declarant Designee(s) or any other Person named as an insured or additional insured thereunder.
For purposes of this Subsection 5.1.2 (and Subsection 5.1.8), the term “Declarant Designee”
shall mean Declarant and, so long as Declarant or any Declarant Affiliate, or any Person with
whom Declarant or any such Declarant Affiliate contracts directly for the performance of all or a
substantial portion of Declarant’s rights and obligations hereunder, or for the construction of
substantial improvements on the Property, retains an interest in the Property or any Lot, such
affiliate and such other Person, if identified by Declarant to the Association, provided that any
added premium cost or other expense resulting from naming any Declarant Designee(s) as
insured(s) shall be borne by such Declarant Designee(s).

5.1.3 Flood Insurance. In the event any part of the Common Area is in a
“special flood hazard area,” as defined by the Federal Emergency Management Agency (or its
successors), the Board, acting on behalf of the Association, shall obtain (and maintain at all times
during which any part of the Common Area is in such a “special flood hazard area™) a “master”
or “blanket” policy of flood insurance covering all insurable improvements on the Common Area
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and covering any personal property situated from time to time within such improvements (to the
extent such personal property is normally covered by the standard flood insurance policy
available from time to time in the State of Arizona). Said insurance shall be in an amount not
less than the lesser of: (&) 100% of the current replacement cost, from time to time, of all such
insurable improvements (and such insurable personal property) located in the “special flood
hazard area”™; or (b) the maximum coverage available for such insurable improvements and
insurable personal property under the National Flood Insurance Program. Unless a higher
maximum deductible amount is required by applicable law, the policy providing such insurance
shall provide for a deductible not to exceed the lesser of §5,000 or one percent (1%) of the face
amount of such policy.

5.1.4 General Provisions Governing Insurance. The insurance required to be
obtained under Subsections 5.1.1. 5.1.2 and 5.1.3 shall be written in the name of the Association
as trustee for each of the Owners and for each Mortgagee (as their respective mterests may
appear) and shall be governed by the provisions hereinafter set forth:

(a)  All policies shall be written with one or more companies
authorized to provide such insurance in the State of Arizona;

(b)  Exclusive authority to adjust losses under policies in force on
property owned or insured by the Association shall be vested in the Board;

(e) In no event shall the insurance coverage obtained and maintained
by the Board hereunder be brought into contribution with insurance purchased by individual
Owners, Occupants or their Mortgagees or other lienholders, and the insurance carried by the
Association shall be primary;

(d) The Board shall be required to make every reasonable effort to
secure insurance policies that will provide for a waiver of subrogation by the insurer as to any
claims against the Board or the Owners and their respective tenants, servants, agents, employees,
guests and household members;

(e) Each policy providing insurance coverage required by Subsections
5.1.1. 5.1.2 and 5.1.3 shall require the applicable insurer to give notice in accordance with the
policy provisions to the Association, and to each Mortgagee which shall have previously given
such insurer written notice of such Mortgagee’s interest in a Lot (which notice must include the
name and address of such Mortgagee), of any cancellation, refusal to remew or material
modification of such policy; and

@) To the extent reasonably available, each policy providing
insurance coverage required by Subsections 5.1.1, 5.1.2 and 5.1.3 shall contain a waiver by the
applicable isurer of its rights to repair and reconstruct instead of paying cash.

5.1.5 Fidelity Bonds. The Board, acting on behalf of the Association, shall
obtain and maintain at all times adequate fidelity bond coverage to protect against dishonest acts
on the part of officers, directors and employees of the Association and all others who handle, or
are responsible for handling, funds held or administered by the Association, whether or not such
officers, directors, employees or others receive compensation for services they render to or on
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behalf of the Association. In addition, the Board shall have the right, power and authority, at its
reasonable discretion, to obtain and maintain fidelity bond coverage with respect to the activities
of any independent management agent which handles funds for the Association and of the
officers, directors and employees of such agent (separate and apart from any fidelity bond or
similar coverage such agent may itself maintain). Each fidelity bond: (a) shall name the
Association as obligee; (b) shall be issued by one or more companies authorized to issue such
bonds in the State of Arizona, (c) in the case of fidelity bond coverage with respect to the
Association and its officers, directors, employees and the like, shall be in an amount sufficient to
cover the maximum total of funds reasonably expected by the Board to be in the custody of the
Association at any time while such bond is in force, but in no event shall the amount of such
fidelity bond coverage be less than the sum of three (3) months’ Annual Assessments on all Lots,
plus the total of funds held in the Association’s reserves; and (d) in the case of fidelity bond
coverage obtained by the Association, at the Board’s discretion, with respect to the activities of
any independent management agent (or the directors, officers or employees of such agent), shall
be in such amount as the Board reasonably deems appropriate. Each fidelity bond shall provide
that the issuer thereof will provide prior written notice in accordance with the policy provisions
to the Association and to each Mortgagee which shall have previously given such insurer written
notice of such Mortgagee’s interest in a Lot (which notice must include the name and address of
such Mortgagee), of any cancellation, refusal to renew or material modification of such policy.

5.1.6 Directors’ and Officers’ Liability Insurance. The Board, acting on behalf
of the Association, shall obtain and maintain directors’ and officers’ liability insurance covering
all directors and officers of the Association in such limits as the Board may determine from time
to time.

5.1.7 Workers’” Compensation Insurance. The Board, acting on behalf of the
Association, shall obtain and maintain workers’ compensation insurance if and to the extent
necessary to meet the requirements of applicable law.

5.1.8 Cost of Insurance. All premiums for the insurance or bonds required to be
obtained by the Board by this Section 5.1 shall be Common Expenses (except that, as provided in
Subsection 5.1.2, any added premium cost of naming any Declarant Designee as an insured shall
be borne by such Declarant Designee). The Board shall not be liable for failure to obtain or
maintain any of the insurance coverage required by this Section 5.1, or for any loss or damage
resulting from such faiture, if such failure is due to the unavailability of such insurance coverage
from reputable companies authorized to provide such insurance in the State of Arizona, or if such
insurance coverage is available only at an unreasonable cost.

5.2 Insurance to be Obtained by the Owners.

5.2.1 Public_Liability Insurance. Each Owner shall be responsible for
providing, as such Owner sees fit and at such Owner’s sole expense, such comprehensive public
liability insurance as such Owner may desire against loss or liability for damages and any
expense of defending against any claim for damages which might result from the ownership, use
or occupancy of such Owner’s Lot. ‘
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5.2.2 Hazard and Contents Insurance. Each Owner shall be responsible for
providing, as such Owner sees fit and at such Owner’s sole expense, such fire, liability, theft and
any other insurance covering: (a) any Dwelling Unit and any other structure on such Owner’s

Lot; and (b) any and all fixtures and personal property upon such Lot or in such Dwelling Unit or
other structure(s).

5.3 Casualty Losses.

5.3.1 Damage and Destruction.

(a) Immediately after any damage or destruction by fire or other
casualty to all or any part of the property required to be insured by the Association under Section
5.1, the Board or its duly authorized agent shall: (i) proceed with the filing and adjustment of all
claims arising under such insurance; (ii) obtain reliable and detailed estimates of the cost of
repair or reconstruction of the damaged or destroyed property; and (iii) upon receipt of the
proceeds of such insurance and except as is otherwise provided in this Subsection 5.3.1, use such
proceeds to repair or reconstruct the damaged or destroyed part of the property. The terms
“repair” and “reconstruction” (or variants thereof), as used in this Article 5 shall mean repairing
or restoring the part of the property in question to substantially the same condition as that in
which it existed prior to the fire or other casualty (or, where applicable, replacing the damaged or
destroyed. property with property substantially similar to the damaged or destroyed part of the
property as it existed prior to such damage or destruction).

(b)  Any major damage or destruction to the property required to be
insured by the Association under Section 5.1 shall be repaired or reconstructed unless at a special
meeting of the Members of the Association duly noticed and convened within sixty (60) days
after the occurrence of such damage or destruction, the Members determine, by a vote of Persons
holding not less than seventy-five percent (75%) of the votes in each class of Members, not to so
repair or reconstruct. If for any reason either the amount of the insurance proceeds to be paid as
a result of such damage or destruction, or reliable and detailed estimates of the cost of repair or
reconstruction, or both, are not made available to the Association within said period, then the
period shall be extended until such information shall be made or become available; provided,
however, that such extension shall not exceed an additional sixty (60} days. The Board shall

determine whether any minor damage or destruction to the Common Area should be repaired or
reconstructed.

(c) In the event that it is determined in the manner described above
that the damage or destruction of any part of the Common Area shall not be repaired or
reconstructed and no alternative improvements are authorized, then and in that event such
property shall be maintained by the Association in a neat and attractive condition as an
undeveloped portion of the Common Area.

5.3.2 Excess or Deficiency of Proceeds. If the damage or destruction for which
the insurance proceeds are paid 1$ to be repaired or reconstructed and such proceeds are not
sufficient to pay the cost thereof, the Board may, without the necessity of a vote of the Members,
levy Assessments against the Owners of all Lots, which Assessments shall be allocated equally
among all Lots. Additional Assessments may be made in like manner at any time during or
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following the completion of any repair or reconstruction. Any Assessments levied pursuant to
this Subsection 5.3.2 shall be deemed to be a part of the Assessments and shall be secured by the
lien created by Section 8.3. If the funds available from insurance exceed the cost of repair, such
excess shall be used to meet Common Expenses or, in the discretion of the Board, placed in a
reserve account for contingencies or capital improvements.

5.3.3 Repair or Reconsiruction of Dwelling Units or Other Structures. In the
event of the destruction of a Dwelling Unit or other structure on a Lot, or of damage to such
Dwelling Unit or other structure which, in the reasonable judgment of the Board, materially
affects the exterior appearance thereof, the Board shall have the right, at its option, exercisable
by written notice to the Owner of the Lot upon which such Dwelling Unit or other structure is
situated, to require such Owner to repair or reconstruct (or cause to be repaired or reconstructed),
at such Owner’s expense (subject to any insurance proceeds as such Owner may then or
thereafter receive in respect of such destruction or damage), such Dwelling Unit or other
structure within such reasonable period of time as shall be specified by the Board in such notice
(which period of time shall in no event be more than twelve (12) months from the date of such
destruction or damage}. In its sole discretion, the Board may grant an additional period of time
to complete such repair or reconstruction. The Board may exercise such right and establish such
time period notwithstanding such Owner’s failure to maintain hazard or casualty insurance upon
such Owner’s Lot or any structures thercon and notwithstanding any unavailability or delay in
receipt of proceeds of any insurance policy or policies, although the Board may take such matters
info account in establishing or extending the time period within which such repair or
reconstruction must be completed. Any such repair or reconstruction work shall be performed in
compliance with all applicable provisions thereof, and the Owner of such Lot shall take such
steps as are reasonably necessary to prevent damage to surrounding property and injury to
persons as may result from or arise in connection with the destroyed or damaged Dwelling Unit
or other structure or the repair or reconstruction activities with respect thereto.

ARTICLE 6

ANNEXATION OF ADDITIONAL PROPERTY; DEANNEXATION

6.1  Reservation of Certain Annexation Rights. Declarant hereby reserves the right,
privilege and option from time to time hereafter to add and annex to the Property (and thereby to
subject to the provisions of this Declaration) any part(s) or all of the Annexable Property,
without the vote of the Members and without notice to or approval of any holder, insurer or
guarantor of any Mortgage or of any other Person, provided, however, that the right, privilege
and option reserved in this sentence shall expire and terminate at 11:59 p.m. local time on
December 31 of the calendar year in which falls the twentieth (20th) anniversary of the date this
Declaration is Recorded. Notwithstanding the foregoing sentence, no portion of the Annexable
Property may be annexed to the Property unless, at the time of each and any such annexation
either: (a) the portion of the Annexable Property to be annexed is owned either by Declarant or
by a trustee for the benefit of Declarant; or (b) the owner of the portion to be annexed (if other
than Declarant or such trustee) consents in writing to the proposed annexation of the Annexable
Property.
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6.2  Limitations on Other Annexations. As of the date this Declaration is Recorded,
Declarant does not anticipate that any additional Property, other than portions or all of the
Annexable Property, as provided in Secfion 6.1, will be annexed to the Property, and additional
Property not included within the Annexable Property may be annexed to the Property only: (a)
by the affirmative vote of two-thirds (2/3"%) of the votes of each class of Members represented in
person at a meeting of Members duly called for that purpose or by absentee ballot; and (b) with
the express written consent of each owner of all or any part of the Property proposed to be
annexed.

6.3 Recordation of Annexation Instrument, Upon approval to the extent required by
this Article 6 of any annexation of property to the Property, Declarant, in the case of annexation
of all or any part of the Annexable Property pursuant to Section 6.1, or the President and
Secretary of the Association, in the case of any other annexation, shall execute, acknowledge and
Record an instrument effecting and evidencing such annexation (which instrument shall also be
duly executed and acknowledged by each owner of all or any part of the property being
annexed), and such annexation shall be deemed effective only upon such Recordation.

6.4  Effect of Annexation. Upon the effective date of an annexation pursuant to this
Article 6: (a) the Property so annexed shall immediately be and become a part of the Property
and subject to all of the provisions hereof; (b) any Lot then or thereafter constituting a part of the
annexed Property, and the Owner of any such Lot, shall thereupon be subject to all of the
provisions of this Declaration; {¢) any part or parts of the Property annexed which is or are
designated or declared to be Common Area shall thereupon be subject to the provisions of this
Declaration; and (d) improvements then or thereafter situated upon the annexed Property shall be
subject to the provisions of this Declaration and shall be reasonably consistent, in terms of

quality of construction, with the improvements situated upon other portions of the Property prior
to such annexation.

6.5 No Obligation to Annex. Nothing herein shall constitute a representation,
warranty or covenant that Declarant, any successor or assign of Declarant, or any other Person
will subject any additional property (whether or not a part of the Annexable Property) to the
provisions of this Declaration, nor shall Declarant, any successor or assign of Declarant, or any
other Person be obligated so to do, and Declarant may, by Recorded instrument executed by
Declarant, waive its rights so to do, in whole or in part, at any time or from time to time.

6.6  De-Annexation. Notwithstanding any other provision of this Declaration,
Declarant shall have the right from time to time, at its sole option and without the consent of any
other Person (except as provided in this Section 6.6), to delete from the Property and remove
from the effect of this Declaration one or more portions of the Property, provided, however, that:
(a) a portion of the Property may not be so deleted and removed unless at the time of such
deletion and removal such portion is either (i) owned by Declarant, (a Declarant Affiliate or a
trustee of a trust for the benefit of Declarant or a Declarant Affiliate), or (ii) Declarant executes
and Records an instrument approving such deletion and removal; (b) a portion of the Property
may not be so deleted and removed unless at the time of such deletion and removal no Dwelling
Units or Common Area recreational facilities have been constructed thereon {(unless the de-
annexation is for purposes of accomplishing minor adjustments to the boundaries of one or more
Lots, any Common Area or another portion of the Property); and (c) a portion of the Property
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may not be so deleted and removed if such deletion and removal would deprive Owners and
Occupants of other parts of the Property of access or other easements or rights-of-way necessary
to the continued use of their respective parts of the Property (unless at the same time provision is
made for reasonably adequate replacement easements or rights-of-way). Declarant may exercise
its rights under this Section 6.6 in each case by executing and causing to be Recorded an
instrument which identifies the portion of the Property to be so deleted and removed and which
is executed by each owner of such portion (if other than Declarant), and the deletion and removal
of such portion of the Property shall be effective upon the later of: (i) the date such instrument is
Recorded; or (i1} the effective date specified in such instrument, if any, whereupon, except as
otherwise expressly provided in this Section 6.6, the portion of the Property so deleted and
removed shall thereafter for all purposes be deemed not a part of the Property and not subject to
this Declaration, and the owner(s) thereof (or of interests therein) shall not be deemed to be
Owners or Members with respect to the deleted portion of the Property or have any other rights
or obligations hereunder with respect to the deleted portion of the Property except as members of
the general public. No such deletion and removal of a portion of the Property shall act to release
such portion from the lien for Assessments or other charges hereunder which have accrued prior
to the effective date of such deletion and removal, but all such Assessments or other charges
shall be appropriately prorated to the effective date of such deletion and removal, and no
Assessments or other charges shall thereafter accrue hereunder with respect to the portion of the
Property so deleted and removed.

ARTICLE 7

RIGHTS AND OBLIGATIONS OF THE ASSOCIATION

7.1 Common Area. The Association, subject to the rights of the Owners set forth in
this Declaration, shall be responsible for the management and control of the Common Area and
shall keep the Common Area in good, clean, attractive and sanitary condition, order and repair,
pursuant to the terms and conditions hereof. The City is not responsible for and will not accept
maintenance of any private facilities, landscaped areas, etc. within the Property.

7.2 Personal Property and Real Property for Common Use. The Association, through
action of the Board, may acquire, hold and dispose of tangible and intangible personal property
and real property, except that, unless otherwise provided in this Declaration, no dedication, sale,
mortgage or transfer of all or any part of the Common Area shall be made or effective unless
approved by not less than two-thirds (2/3) of the votes of each class of Members represented in
person at a meeting of Members duly called for such purpose or by absentee ballot (except in
connection with minor adjustments to the boundaries of any Lot(s), any Common Area or any
other portion of the Property, which may be approved by the Board without submitting the same
to the Members for approval). The Board, acting on behalf of the Association, shall accept any
real or personal property, leasehold or other property interests within, adjacent to or related to all
or any part of the Property as may be conveyed or assigned to the Association by Declarant
(including, but not limited to, such parts of the Common Area as may now or hereafter be held
by Declarant). Declarant shall convey the Common Area to the Association free and clear of any
encumbrances prior to the first Lot being conveyed to a Retail Purchaser.
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7.3 Ruies and Regulations. By a majority vote of the Board, the Association may,
from time to time and subject to the provisions of this Declaration, adopt, amend and repeal the
Association Rules. Upon termination of the Class B membership, the adoption, amendment and
repeal of any rules and regulations by the Board shall be subject to review and approval of
Declarant so long as Declarant then owns any Property or Annexable Property. The Association
Rules shall be reasonable. The Association Rules may restrict and govern the use of the
Common Area; provided, however, that the Association Rules shall not discriminate among
Owners and Occupants except to reflect their different rights and obligations as provided herein,
and shall not be inconsistent with this Declaration, the Articles or the Bylaws. The Association
Rules shall be intended to enhance the preservation and development of the Property and the
Common Area. Upon adoption, the Association Rules shall have the same force and effect as if
set forth herein. Sanctions for violation of the Association Rules or of this Declaration may be
imposed by the Board and may include suspension of the right to vote and the right to use the
recreational facilities on the Common Area, and may also include reasonable monetary fines. No
suspension of an Owner’s right to vote or of the right of such Owner (or any Occupant of such
Owner’s Lot or any guest or household member of such Owner or Occupant) to use the
recreational facilities on the Common Area due to a violation of the Association Rules may be |
for a period longer than sixty (60) days (except where such Owner or Occupant fails or refuses to
cease or correct an ongoing violation or commits the same or another violation, in which event
such suspenston may be extended for additional periods not to exceed sixty (60) days each until
such violation ceases or is corrected).

7.4 Availability of Books, Records and Other Documents. The Association shall
maintain complete and current copies of this Declaration, the Articles, the Bylaws and the
Association Rules (as well as any amendments to the foregoing) and of the books, records and
financial statements of the Association, and, upon the prior written request to the Association by
any Owner or by any holder, insurer or guarantor of a First Mortgage, shall make the same
available for inspection, at reasonable times and under reasonable circumstances, by such Owner
or such holder, insurer or guarantor.

7.5  Financial Statements. The Board shall obtain an annual Financial Statement of
the Association not later than one hundred eighty (180) days after the end of the Association’s
fiscal year, and the Financial Statement shall be made available to Members upon request within
thirty (30) days after its completion. In the event any holder, insurer or guarantor of a First
Mortgage submits to the Association a written request for a Financial Statement, the Association
shall promptly deliver such Financial Statement to such holder, insurer or guarantor, The cost of
having a Financial Statement prepared shall be a Common Expense.

7.6 - Implied Rights, The Association may exercise any other right or privilege given
to it expressly by this Declaration, the Articles or the Bylaws, and every other right or privilege
reasonably to be implied from the existence of any right or privilege given to it herein or
reasonably necessary to effectuate any such right or privilege.

7.7  Board of Directors and Officers. The affairs of the Association shall be
conducted by the Board and such officers as the Board may elect or appoint in accordance with
the Articles and the Bylaws. The Board may appoint various committees at its discretion. The
Board may also appoint or engage a manager to be responsible for the day-to-day operation of
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the Association and the Common Area. The Board shall determine the compensation to be paid
to the manager. Until the termination of the Class B Membership in the Association, Declarant
shall have the right to appoint and remove members of the Board. After the termination of the
Class B Membership, the members of the Board shall be elected by the Members of the
Association at the annual meeting of the Members as provided in the Bylaws.

ARTICLE 8

ASSESSMENTS

8.1 Creation of Assessment Right. In order to provide funds to enable the
Association to meet its financial and other obligations and to create and maintain appropriate
reserves, there is hereby created a right of assessment exercisable on behalf of the Association by
the Board. Annual Assessments and Special Assessments shall be for Common Expenses and
shall be allocated equally among all Lots, subject to the provisions of this Article 8.

8.2 Covenants with Respect to Assessments. Each Owner, by acceptance of his, her
or its deed (or other conveyance instrument) with respect to a Lot, is deemed to covenant and
agree to pay the Assessments levied pursuant to this Declaration with respect to such Owner’s
Lot, together with: (a) interest from the date due at a rate equal to the greater of: (i) ten percent
{10%) per annum; or (ii) the annual rate of interest, if any, then in effect for new first priority
single family residential mortgage loans guaranteed by the Veterans Administration; (b) such late
fees as may be established from time to time by the Board; and (c) such costs and reasonable
attorneys’ fees, costs and other litigation fees and costs as may be incurred by the Association in
seeking to collect such Assessments. Each of the Assessments with respect to a Lot, together
with interest, late fees, costs and reasonable attorneys’ fees, costs and other litigation fees and
costs as provided in this Section 8.2, shall also be the personal obligation of the Person who or
which was the Owner of such Lot at the time such Assessment arose with respect to such Lot,
provided, however, that the personal obligation for delinquent Assessments shall not pass to a
successor in title of such Owner unless expressly assumed by such successor (unless title is
transferred to one or more such successors for purposes of avoiding payment of any Assessments
or is transferred to a Person controlling, controlled by or under common control with the Owner
transferring title). No Owner shall be relieved of his, her or its obligation to pay any of the
Assessments (or any other amounts owing by such Owner to the Association hereunder, all of
which shall be deemed a part of the Assessments) by abandoning or not using his, her or its Lot
or the Common Area, or by leasing or otherwise transferring occupancy rights with respect to
his, her or its Lot. However, upon transfer by an Owner of fee title to such Owner’s Lot, as
evidenced by a Recorded instrument, such transferring Owner shall not be liable for any
Assessments thereafter levied against such Lot. The obligation to pay Assessments is a separate
and independent covenant on the part of each Owner. No diminution or abatement of
Assessments or setoff shall be claimed or allowed by reason of the alleged failure of the
Association or Board to take some action or perform some function required to be taken or
performed by the Association or Board under this Declaration, the Articles or the Bylaws, or for
inconvenience or discomfort arising from the making of repairs or improvements which are the
responsibility of the Association, or from any action taken to comply with any law or ordinance
or with any order or directive of any municipal or other governmental authority. Except as
otherwise provided in any FHA/VA loan documentation (including without limitation any deed
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of trust or other instrument securing an FHA/VA loan), the failure of an Owner to pay the
Assessments levied pursuant to this Declaration shall not constitute a default under any insured
FHA/VA mortgage. Furthermore, nothing herein shall be interpreted to require or obligate
Mortgagees to collect Assessments from any Owner.

8.3 Assessment Lien; Foreclosure. There is hereby created and established. a lien
against each Lot which shall secure payment of all present and future Assessments assessed or
levied against such Lot or the Owner thereof (together with any present or future charges, fines,
penalties or other amounts levied against such Lot or the Owner thereof pursuant to this
Declaration or any of the other Property Documents) (the “Assessment Lien”). Such Assessment
Lien is and shall be prior and superior to all other liens affecting the Lot in question, except: (a)
all taxes, bonds, assessments and other levies which, by law, would be superior thereto; and (b)
the lien or charge of any First Mortgage made in good faith and for value held by an Institutional
Mortgagee. An Assessment Lien may be foreclosed in the manner provided by law for the
foreclosure of mortgages. The sale and transfer of any Lot pursuant to a mortgage foreclosure or
any proceeding or conveyance in lieu thereof pertaining to a First Mortgage held by an
Institutional Mortgagee shall extinguish the Assessment Lien (but the persenal obligation of the
Owner for amounts due hereunder shall not be extinguished) as to payments which became due
prior to such sale or transfer, but no such sale or transfer shall relieve such Lot from liability for
any Assessments becoming due after such sale or transfer, or from the Assessment Lien thereof.
The Association shall have the power to bid for any Lot at any sale to foreclose the Association’s
lien on the Lot, and to acquire and hold, lease, mortgage and convey the same. During the period
any Lot is owned by the Association, no right to vote shall be exercised with respect to said Lot
and no Assessments shall be assessed or levied on or with respect to said Lot, provided,
however, that the Association’s acquisition and ownership of a Lot under such circumstances
shall not be deemed to convert the same into Common Area. In addition to the Assessment Lien,
the Association shall also have a lien on each Lot for all monetary penalties and the reasonable
fees, attorneys’ fees, court costs, charges, late charges and interest charged with respect to such
monetary penalties (the “Penalty Charges™) after the entry of a judgment in a civil suit for such
Penalty Charges from a court of competent jurisdiction and the Recording of such judgment as
otherwise provided by law (the “Penalty Lien”). The Penalty Lien may not be foreclosed and is
effective only on conveyance of any interest in the Lot except as otherwise may be permitted by
law. Recording of this Declaration constitutes record notice and perfection of the liens
established hereby, and further Recordation of any claim of a lien for Assessments or other
amounts hereunder shall not be required, whether to establish or perfect such lien or to fix the
priority thereof, or otherwise (although the Board shall have the option to Record written notices
of claims of lien in such circumstances as the Board may deem appropriate).

8.4 Dates Assessments Commence. Assessments shall be payable with respect to a
Lot from the date upon which title to the Lot shall first be conveyed to a Retail Purchaser. As to
any Lot owned by Declarant or a Designated Builder and so long as a Class B membership
exists, the Assessments shall be payable by Declarant or Designated Builder, as applicable,
beginning upon the date of the first conveyance of a Lot to a Retail Purchaser; provided,
however, the Assessments shall be an amount equal to twenty-five (25%) of the Assessments
which would otherwise be payable hereunder with respect to a Lot if it were owned by a Retail
Purchaser and not Declarant or a Designated Builder. As to any Lot conveyed by Declarant or a
Designated Builder to a Retail Purchaser, Assessments as to such Lot shall be prorated as of the
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close of escrow with respect to such Lot (or, if no escrow is ufilized, as of the date of
Recordation of the deed conveying such Lot to such Retail Purchaser). No assessment shall be
payable with respect to a Lot so long as Declarant or Designated Builder shall own all the Lots.

8.5  Computation of Assessments; Annual Budget. The Board shall prepare and adopt
an estimated annual budget for each fiscal year of the Association, which annual budget shall
serve as the basis for determining the Annual Assessments for the applicable fiscal year (subject
to the limitations of Section 8.7 hereof). Such budget shall take into account the estimated
Common Expenses and cash requirements of the Association for the year. The annual budget
shall also take into account the estimated net available cash income for the year, if any, from the
operation or use of any of the Common Area. The annual budget shall also provide for a reserve
for contingencies for the year (and for subsequent fiscal years) and a reserve for replacements, all
in such reasonably adequate amounts as shall be determined by the Board, taking into account
the number and nature of replaceable assets, the expected life of each asset, and each asset’s
expected repair or replacement cost. Not later than sixty (60) days following the meeting of the
Board at which the Board adopts the annual budget for the year in question, the Board shall
cause to be delivered or mailed to each Owner a copy of the budget and a statement of the
amount of the Annual Assessments to be levied against such Owner’s Lot for the fiscal year in
question. In the event the Board fails to adopt a budget for any fiscal year prior to
commencement of such fiscal year, then until and unless such budget is adopted, the budget (and
the amount of the Annual Assessments provided for therein) for the year immediately preceding
shall remain in effect. Subject to the provisions of this Section 8.5 and of Sections 8.7 and 8.9,
neither the annual budget (nor any amended budget) adopted by the Board, nor any Assessment
~ levied pursuant thereto, shall be required to be ratified or approved by the Owners. If, at any
time during a fiscal year of the Association the Board deems it necessary to amend the budget for
such year, the Board may do so and may levy an additional Annual Assessment for such year
(subject to the limitations imposed by Section 8.7) or may call a meeting of the Members to
request that the Members approve a Special Assessment pursuant to Section 8.9. Within sixty
(60} days after adoption of the amended budget (if the Board elects to levy an additicnal Annual
Assessment), the Board shall cause a copy of the amended budget and a statement of ‘the
additional Annual Assessments to be levied against the Lots to be delivered or mailed to each
Owner; if, instead, the Board elects to call a meeting of Members to seek approval of a Special
Assessment, the Board shall cause a copy of the amended budget proposed by the Board to be
delivered or mailed to each Owner with the notice of such meeting, and if a Special Assessment
1 duly approved by the Members at such meeting, shall cause a statement of the Special
Assessment to be levied against each Lot o be promptly mailed or delivered to each Owner.

8.6 Due Dates. Annual Assessments for each fiscal year shall be due and payable in
equal periodic installments, payable not more frequently than monthly nor less frequently than
semiannually, as determined for such fiscal year by the Board, with each such instaliment to be
due and payable on or before the first day of the applicable period during that fiscal year.
Special Assessments, if any, shall be paid in such manner and on such dates as may be fixed by
the Board. In addition to any other powers of collection or enforcement granted hereunder, in
the event any Assessments {or installments thereof) with respect to a Lot are delinquent, the
Board shall have the right, in its sole discretion, to accelerate the date on which all Assessments
with respect to such Lot are due and payable. For purposes of this Declaration, Assessments
shall be deemed “paid” when actually received by the Association or by its manager or agent
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designated by the Association to collect the same (provided, however, that if any Assessments
were paid by check and the bank or other institution upon which such check is drawn thereafter
dishonors and refuses to pay such check, those Assessments shall not be deemed “paid” and shall
remain due and payable with interest accruing from the date such Assessments were originally
due). As provided in Section 8.2, the Board shall have the right to establish from time to time, in
its reasonable discretion, late fees which may be charged in the event Assessments or other
amounts payable to the Association are not paid on or before the applicable due dates, and may,

at its election, provide grace period(s) following the applicable due date(s) before such late fees
begin to accrue.

8.7 Maximum Annual Assessment. The Maximum Annual Assessment for each fiscal
year of the Association shall be as follows:

8.7.1  Until January 1 of the year immediately following the conveyance of the
first Lot to a Retail Purchaser, the Maximum Annual Assessment for each Lot shall be prepared
and adopted by the Board, prior to the time of conveyance of the first Lot to a Retail Purchaser,
based upon a budget of the estimated Common Expenses required for the initial Annual

Assessment period, including any contribution required to be made for reserves as required under
Section 8.17.

8.7.2 From and after January 1 of the year immediately following the
conveyance of the first Lot to a Retail Purchaser, the Board may, without a vote of the Members,
increase the Maximum Annual Assessment during each fiscal year of the Association by the
greater of (a) an amount established by the Board not to exceed the maximum amount permitted
under applicable state law or (b) twenty percent (20%). Notwithstanding the foregoing, the
Board may, without the approval of the Members, increase the Maximum Annual Assessment
for any fiscal year by an amount sufficient to permit the Board to meet any increases over the
preceding fiscal year in: (i) premiums for any insurance coverage required by the Declaration to
be maintained by the Association; or (i) charges for utility services necessary to the
Association’s performance of its obligations under this Declaration, in either case (1} or (ii)
notwithstanding the fact that the resulting increase in the Maximum Annual Assessment is at a
rate greater than otherwise permitted under the preceding sentence. Nothing herein shall obligate
the Board to levy, in any fiscal year, Annual Assessments in the full amount of the Maximum
Annual Assessment for such fiscal year, and the election by the Board not to levy Annual
Assessments in the full amount of the Maximum Annual Assessments for any fiscal year shall
not prevent the Board from levying Annual Assessments in subsequent fiscal years in the full
amount of the Maximum Annual Assessment for such subsequent fiscal year (as determined in
accordance with this Section 8.7). In the event that, for any fiscal year, the Board elects to levy
an Annual Assessment at less than the full amount of the Maximum Annual Assessment for such
fiscal year, the Board may, if in its reasonable discretion circumstances so warrant, subsequently
levy a supplemental Annual Assessment during said fiscal year so long as the total of the Annual
Assessments levied during said fiscal year does not exceed the Maximum Annual Assessment
for such fiscal vear.

8.8  Notice and Quorum for Meetings to Consider Special Assessments and Certain
Increases in Annual Assessments. Notwithstanding any other provision hereof or of the other
Property Documents, written notice of any meeting called for the purpose of: (a) approving the
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establishment of any Special Assessment, as required by Section 8.9 hereof; or (b) approving any
increase in the Maximum Annual Assessment greater than that permitted in Section 8.7, shall be
sent to all Members not less than thirty (30) days nor more than sixty (60) days prior to the date
of said meeting. At the first meeting thus called to consider the particular Special Assessment or
increase in the Maximum Annual Assessment, a quorum shall consist of sixty percent (60%) of
the votes in each class of Members (whether represented in person or by absentee ballot),
provided, however, that if a quorum, as so determined, is not present at said first meeting, a
- second meeting may be called (subject to the same notice requirements as set forth above) to
consider the same issue, and a quorum at said second meeting shall be one-half (1/2) of the
required quorum at the first meeting, as described above. Such second meeting may not be heid
more than sixty (60) days after the first meeting.

- 8.9  Special Assessments. In addition to the Annual Assessments, the Association
may levy Special Assessments from time to time, provided, however, that any Special
Assessment shall be effective only with the approval of not less than two-thirds (2/3%) of the
votes of each class of Members represented in person at a meeting of Members duly called and
convened to consider such Special Assessment or by absentee ballot. Subject to Section 8.4,
Special Assessments shall be allocated equally among all Lots.

8.10  Certificates. The Association shall, upon the written request of any Owner or the
holder, insurer or guarantor of any Mortgage, and upon payment of such reasonable charge as
may be determined by the Board, furnish to the requesting party a certificate, executed by an
officer of the Association, stating the date to which Assessments with respect to such Owner’s
Lot have been paid and the amount, if any, of any Assessments which have been levied with
respect to said Lot but which remain unpaid as of the date of such certificate; said certificate
shall be binding upon the Association as to the matters set forth therein as of the date thereof.

8.11 Surplus Monies. Unless otherwise expressly determined by the Board, any
surplus monies of the Association shall be held by the Association and placed in one or more
reserve accounts as determined by the Board, and shall not be paid to the Owners or credited
against the Owners’ respective liabilities for Assessments.

8.12  Declarant’s and Designated Builders’ Obligation for Deficiencies. So long as the
(Class B membership exists, Declarant and all of the Designated Builders shall pay and contribute
to the Association, within thirty (30) days after the end of each fiscal year of the Association, or
at such other times as may be requested by the Board, such funds as may be necessary, when
added to the Assessments levied by the Association pursuant to this Declaration, to provide for:
(a) the operation and maintenance of the Common Area and the recreational facilities located
thereon; (b) the maintenance of adequate reserves; and (¢) the performance by the Association of
all other obligations of the Association under this Declaration or the Articles or Bylaws.
Declarant’s obligations under this Section 8.12 may be satisfied in the form of a cash subsidy or
by “in kind” contributions of services or materials, or a combination of both. Unless otherwise
permitted by Declarant in writing in its sole discretion, the obligations of Designated Builders
under this Section 8.12 may be satisfied only by payment of a cash subsidy (and not by “in kind”
contributions of services or materials). Declarant’s pro rata share of the subsidy shall be an
amount equal to the total subsidy, multiplied by a fraction, the numerator of which is the total
number of Lots owned by that Declarant as of the date the subsidy is assessed by the Board, and
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the denominator of which is the total number of Lots owned by Declarant and all Designated
Builders as of the date the subsidy is assessed by the Board. The Designated Builder’s pro rata
share of the subsidy shall be an amount equal to the total subsidy, multiplied by a fraction, the
numerator of which is the total number of Lots owned by that Designated Builder as of the date
the subsidy is assessed by the Board, and the denominator of which is the total number of Lots
owned by Declarant and all Designated Builders as of the date the subsidy is assessed by the
Board. Notwithstanding any provision in this Declaration, in no event shall Declarant or any
Designated Builder be obligated to pay or contribute a subsidy under this Section 8.12 in excess
of the amount of the Annual Assessments that would have been payable by Declarant or the
Designated Builder if the Lots owned by Declarant or the Designated Builder as of the date the
payment is requested had been paying the full amount of the Annual Assessment that otherwise
would have been levied. Any payments made by Declarant and all Designated Builders to fund
the estimated amounts due under this Section in excess of Declarant’s and Designated Builders’
actual funding obligation under this Section shall, ai Declarant’s option, be credited toward
payment of Declarant’s and Designated Builders’ next due assessment payment or refunded to
the payors thereof; for example, if Declarant and such Designated Builders pay $25,000 to the
Association in the middle of a calendar year to fund an estimated budget shortfall of the
Association and the actual shortfall as of the end of the year would have been only $20,000 in
the absence of such payment, Declarant and such Designated Builders shall be entitled to a
$5,000 credit toward their next due assessment payment or a refund of $5,000. A failure by a
Designated Builder to pay subsidies required under this Section 8.12 is subject to Declarant’s
rights under Section 8.20.

8.13  Common _ Expenses Resulting from Misconduct. Notwithstanding any other
provision of this Article 8, if any Common Expense is caused by the misconduct of any Owner
(or of any Occupant, tenant, employee, servant, agent, guest or invitee for whose actions such
Owner is responsible under applicable law), the Association may assess that Common Expense
exclusively against such Owner and such Owner’s Lot, which amount (together with any and all
costs and expenses, including but not limited to attorneys’ fees, costs and other litigation fees
and costs incurred by the Association in recovering the same) shall be secured by the lien created
pursuant to Section 8.3; provided, however, that nothing in this Section 8.13 shall be interpreted
as imposing absolute liability on any Owner for damage to the Common Areas or Lots,

8.14  Additional Assessments Against Certain Tots. Where the Association has the
responsibility to maintain, repair, replace, and operate a portion of the Common Area that is
different from or in addition to the types of Common Area in the balance of the Property and that
is designed to benefit less than all of the Property (e.g. separate entryways or gates, enhanced
landscaping, swimming pools, and other related equipment and facilities appurtenant thereto),
the Board, in its sole discretion, may assess the costs of such maintenance, repair, replacement,
and operation solely against those Lots within the applicable portion of the Property (and the
respective Owners thereof) as Additional Assessments, which shall be assessed equally against
each of the Lots within the portion of the Property that are benefited and shall be secured by the
lien for Assessments created by and described in, and enforceable in accordance with this Article
8. Such Additional Assessments may also include amounts to establish and fund reserves for
such maintenance, repair, replacement, and operation and to purchase public liability, property
damage and/or casualty insurance for the specific improvements, all if and as the Board may
deem reasonable and appropriate. If the Board elects to separately assess certain Lots as a result
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of such Common Areas that exclusively or disproportionately benefit the Owners of such Lots,
the Board shall Record a notice or memorandum against those Lots disclosing the Additional
Assessments for those Lots.

8.15 Reduced Assessments. Notwithstanding anything in this Declaration to the
contrary, in the event that the Board elects to separately assess Additional Assessments against
certain Lots as a result of the Common Area(s) that exclusively or disproportionately benefits the
Owners of those certain Lots within a portion of the Property, as more particularly set forth in
Section 8.14, the Assessments applicable to each Lot within said portion of the Property may, at
the Board’s election, be levied and assessed at a rate equal to fifty percent (50%) of the
Assessments levied and assessed against other Lots within the Property that are not subject to
any Additional Assessments.

8.16 Working Capital Fund. To ensure that the Association shall have adequate funds
to meet its expenses or purchase necessary equipment or services, each Person (with the
exception of Declarant and any Designated Builders) who purchases a Lot shall pay to the
Association immediately upon becoming the Owner of the Lot a sum equal to one-sixth (1/6th)
of the current Annual Assessment for the Lot. Funds paid to the Association pursuant to this
Section may be used by the Association for payment of operating expenses or any other purpose
permitted under this Declaration.  Payments made pursuant to this Section shall be
nonrefundable and shall not be offset or credited against or considered as advance payment of
any Assessments levied by the Association pursuant to this Declaration.

8.17 Reserve Fund. To ensure that the Association shall have adequate funds reserved
for repair and replacement of improvements on the Common Area, each Person (with the
exception of Declarant and any Designated Builders) who purchases a Lot shall pay to the
Association immediately upon becoming the Owner of the Lot a sum equal to one-sixth (1/6th)
of the current Annual Assessment for the Lot. Funds paid to the Association pursuant to this
Section shall be deposited in the Reserve Account established pursuant to Section 8.18.
Payments made pursuant to this Section shall be nonrefundable and shall not be offset or credited
against or considered as advance payment of any Assessments levied by the Association
pursuant to this Declaration.

8.18 Reserves. Each budget adopted by the Board shall include reasonable amounts as
determined by the Board to be collected as reserves for the future periodic maintenance, repair or
replacement of all or a portion of the Common Area. All amounts collected as reserves, whether
pursuant to this Section or otherwise, shall be deposited by the Board in a Reserve Account to be
held for the purposes for which they are collected and are to be segregated from and not
commingled with any other funds of the Association. Such reserves shall be deemed a
contribution to the capital account of the Association by the Members. The Board shall not
expend funds designated as reserve funds for any purpose other than those purposes for which
they were collected. Withdrawal of funds from the Association’s Reserve Account shall require
the signatures of either (a) two (2) members of the Board, or (b) one (1) member of the Board
and an officer of the Association who is not also a member of the Board. The Board shall obtain
an initial reserve study and then provide updates thereto at least once every five (5) years. The
reserve study shall at a minimum include (a) identification of the major components of the
Common Area which the Association is obligated to repair, replace, restore or maintain which,
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as of the date of the study, have a remaining useful life of less than thirty (30) years, (b)
identification of the probable remaining useful life of the identified major components as of the
date of the study, (¢) an estimate of the cost of repair, replacement, restoration or maintenance of
the identified major components during and at the end of their useful life, and (d) an estimate of
the total annual contribution necessary to defray the cost to repair, replace, restore or maintain
the identified major components during and at the end of their useful life, after subtracting total
reserve funds as of the date of the reserve study. Provided that the Board acts in good faith to
determine the amount to be collected as reserves, Declarant (and any Designated Builders) shall
not be liable to the Association or any Member if the amount collected as reserves proves to be
inadequate to pay for all required pertodic maintenance, repair and replacement which was
intended to be funded from reserves.

8.19 Fee for Matters Touching and Conceming Land. Each Person (other than
Declarant and any Designated Builders) who purchases a Lot may be required to pay to the
Association immediately upon becoming the Owner of the Lot a fee in such amount as may be
established from time to time by the Board. The fee charged shall not be an amount higher than
is permitted by applicable law. Any such fees received by the Association may only be used for
the construction, maintenance, repair, alteration and replacement of the Common Area, including
any improvements, amenities and recreational facilities thereon, or for other purposes that touch
and concern the land and are permitted under this Declaration. To the extent that any fee
authorized under this Section 8.19 is determined to be unenforceable under applicable law, this
Section 8.19 shall be deemed modified to the extent necessary for the fee to be enforceable.

8.20 Failure of Designated Builder to Pay Assessments. Declarant shall have the right
to withdraw the Designated Builder status of any Person, or to withdraw any or all Designated
Builder rights of such Person, for failure to pay amounts owed under this Declaration, including,
but not limited to, subsidies required of Designated Builders under this Article 8, in accordance
with the following provisions:

8.20.1 If a Designated Builder fails to pay any amounts owed under this
Declaration, including, but not limited to, subsidies required of Designated Builders under this
Article 8, within ninety (90) days following the date such subsidies or other amounts are due and
payable, Declarant may deliver written notice to such Designated Builder of Declarant’s intent to
withdraw the Designated Builder status of such Person. If the Person fails to pay in full all
amounts owed within twenty (20) days after the Person’s receipt of such notice, Declarant may at
any time thereafter cause to be Recorded a written instrument withdrawing the Person’s
designation as a Designated Builder, or withdrawing any or all of the special rights, privileges or
immunities of such Person, and upon the Recordation of such instrument, the Person shall have
no further rights of a Designated Builder, unless reinstated as permitted herein.

8.20.2 I, following the withdrawal of a Person’s status as a Designated Builder,
(1) the Person pays all subsidies and other amounts that are then delinquent and any other
amounts necessary to compensate Declarant for any obligations of the Person that Declarant
elected to cure (together with interest on any such obligations at a rate set by Declarant and
permitted at law), and (ii) the Person delivers written evidence to Declarant of such payment and
of request for reinstatement of Designated Builder status, then Declarant shall cause to be
Recorded a written Instrument reinstating the Person’s designation as a Designated Builder, or
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reinstating the withdrawn Designated Builder rights. In any such instrument, Declarant, in its
discretion, may modify any of the special rights, privileges or immunities that such Designated
Builder will have under this Declaration. Notwithstanding any of the foregoing, Declarant shatl
not be obligated to reinstate any Person’s designation as a Designated Builder if the Person does
not comply with the foregoing requirements (i) and (ii) within twelve (12) months of the date
that any unpaid amounts became delinquent, nor shall Declarant be obligated to reinstate any
Person’s designation as a Designated Builder more than one time during any twelve (12) month
period or on any occasion that the Person has failed to fulfill multiple obligations of the Person
under this Declaration.

8.20.3 The withdrawal of a Person’s designation as a Designated Builder shall
not release the Person from any financial obligations accruing during periods in which the Person
held Designated Builder status.

8.20.4 The Declarant’s election to withdraw a Person’s status as a Designated
Builder shall not prejudice or waive any right of the Declarant to exercise any other remedy
permitted under this Declaration.

ARTICLE 9

ARCHITECTURAL STANDARDS, ARCHITECTURAL COMMITTEE

OBTAIN ARCHITECTURAL APPROVAL BEFORE ANY TYPE OF
MODIFICATION ON YOUR HOME

9.1 Appointment of Architectural Committee; Standing to Enforce. The Property
which is now or hereafter subject to this Declaration shall be subject to architectural, landscaping
and aesthetic review as provided herein. This review shall be in accordance with this Article 9
and such standards as may be promulgated by the Architectural Committee, which is hereby
established. Authority and standing on behalf of the Association to enforce in any court of
competent jurisdiction decisions of the Architectural Committee and the provisions of this
Article 9 shall be vested in the Board, provided, however, that so long as Declarant has the right
to appoint the Architectural Committee under this Section 9.1, Declarant shall have the right, but
not the obligation, to enforce decisions of the Architectural Committee and the provisions of this
Article 9, on behalf of the Association, in courts of competent jurisdiction. So long as Declarant
{or a trustee for the benefit of Declarant) owns any part of the Property, the Architectural
Committee shall consist of three (3) individuals appointed by Declarant. At such time as either:
(a) Declarant (or a trustee for the benefit of Declarant) no longer owns any part of the Property;
or (b} Declarant executes a written waiver of its right to appoint the Architectural Committee, the
Board shall appoint the members of the Architectural Commitiee, which shall have such number
of members (but not less than three (3)) as the Board may elect, from time to time. Each
member of the Architectural Committee appointed by the Board shall serve in such capacity
until: (i) such member is removed by the Board; or (i) such member resigns such position or
dies. Prior to the appointment of the initial members of the Architectural Committee, and at any
time when there is no one serving on the Architectural Committee (whether due to death,
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resignation or removal), the Board shall have and exercise any and all rights, powers, duties and
obligations of the Architectural Committee.

92 Jurisdiction of the Architectural Committee; Promulgation of Standards. The
Architectural Committee shall have exclusive jurisdiction over all original construction and any
modifications, additions or alterations to improvements on any portion of the Property
(including, but not limited to, the construction or installation of, or modifications, additions or
alterations to: (a) Dwelling Units and any other buildings or other structures; (b) landscaping;
(c) fences and fence walls; (d) heating, ventilating, air conditioning and cooling units; (e} solar
panels; (f) paint; and (g) any other construction, modification, addition or alteration affecting the
exterior appearance of any structure or Lot). The Architectural Committee shall adopt, and may
from time to time amend, supplement and repeal, the Architectural Committee Rules, which shall
include architectural and landscaping standards and application procedures, and shall make the
same available to Owners, builders and developers who seek to engage in development of or
construction upon any portion of the Property. The Architectural Committee Rules shall
interpret, implement and supplement this Declaration, and shall set forth procedures for
Architectural Committee review, and may include, without limitation, provisions regarding:

9.2.1  the size of Dwelling Units;

9.2.2  architectural design, with particular regard to the harmony of the design
with surrounding structures and topography;

9.23  placement of buildings;

9.2.4  landscaping design, content and conformance with the character of the
Property, and permitted and prohibited plants;

9.2.5  requirements concerning exterior color schemes, exterior finishes and
materials;

9.2.6  signage; and
9.2.7  perimeter and screen wall design and appearance.

The Architectural Committee Rules shall have the same force and effect as the Association
Rules. Further, after termination of Declarant’s right to appoint the members of the Architectural
Committee pursuant to Section 9.1, any and all amendments, supplements, repeals or

replacements to or of the Architectural Committee Rules shall be subject to the approval of the
Board.

9.3 Submission and Review of Plans. No original construction, modification,
alteration or addition subject to the Architectural Committee’s jurisdiction (including, but not
limited to, landscaping) shall be commenced until it has been approved or is deemed approved
by the Architectural Committee as provided herein. Any Owner or other Person seeking to
construct or install any new improvements or landscaping or to make any modification, alteration
or addition to any existing improvement (including, but not limited to, landscaping) upon any
portion of the Property (or to cause same 1o be constructed, installed or made) shall first submit
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to the Architectural Committee detailed plans, specifications and elevations relating to the
proposed construction, installation, modification, alteration or addition; said plans, specifications
and elevations (including, but not limited to, a detailed site plan) shall be sent to the
Architectural Committee to the address provided in the Association Rules by: (a) personal
delivery to the Architectural Committee, in which case the Person delivering the same shall
obtain a signed and dated receipt from the recipient thereof (in which event they shall be deemed
received as of the date indicated by the recipient on such receipt); or (b) by U.S. mail, postage
prepaid (in which event they shall be deemed received three (3) days after deposit in the U.S.
Mail)., The Architectural Committee shall have forty-five (45) days after receipt of such plans,
specifications and elevations to approve or disapprove of the proposed construction, installation,
modification, alteration or addition or to request additional information, and, if the Architectural
Committee disapproves, to give Owner or other Person reasonably detailed written reasons for
such disapproval. In the event the Architectural Committee fails either to approve or disapprove
the proposed construction, installation, modification, alteration or addition (or to request
additional information) within said forty-five (45) day period, such proposed construction,
installation, meodification, alteration or addition shall be deemed disapproved. The approval
required of the Architectural Committee pursuant to this Article 9 shall be in addition to, and not
in lieu of, any approvals or permits which may be required under any federal, state or local law,
statute, ordinance, rule or regulation.

0.4. (Obligation to Obtain Approval.

9.4.1 Except as otherwise expressly provided in this Declaration or the
Architectural Committee Rules, without the prior written approval by the Architectural
Committee of plans and specifications prepared and submitted to the Architectural Committee in
accordance with the provisions of this Declaration and the Architectural Committee Rules:

(a) no improvements, alterations, repairs, excavation, grading,
landscaping or other work shall be done which in any way alters the exterior appearance of any
property or improvements thereon from their natural or improved state existing on the date such
property first becomes subject to this Declaration; and

(b) no building, fence, exterior wall, roadway, driveway or other
structure, improvement or grading shall be commenced, erected, maintained, altered, changed or
made on any Lot at any time.

0.4.2 No exterior trees, bushes, shrubs, plants or other landscaping shall be
planted or placed upon the Property except in compliance with plans and specifications therefor
which have been submitted to and approved by the Architectural Committee in accordance with
the Architectural Committee Rules and except in compliance with Section 9.11.

9.4.3 No material changes or deviations in or from the plans and specifications

for any work to be done on the Property, once approved by the Architectural Committee, shall be
permitted without approval of the change or deviation by the Architectural Committee.
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9.4.4 No other item or matter required by this Declaration to be approved in
accordance with this Article 9 shall be done, undertaken or permitted until approved by the
Architectural Committee.

9.5  Changes to Interiors of Dwelling Units or Other Structures. Nothing contained
herein shall be construed to limit the right of an Owner to remodel the interior of his, her or its
Dwelling Unit or other structure on such Owner’s Lot or to paint the interior of his, her or its
Dwelling Unit or such other structure any color desired, except to the extent such remodeling or
painting is Visible From Neighboring Property or other structure or affects the exterior
appearance of such Dwelling Unit or other structure.

9.6  Other Approvals: Liability. No approval by the Architectural Committee of any
proposed construction, installation, modification, addition or alteration shall be deemed to
replace or be substituted for any building permit or similar approval required by any applicable
governmental authority, nor shall any such approval be deemed to make the Architectural
Committee (or the Board or the Association) liable or responsible for any damage or injury
resulting or arising from any such construction, modification, addition or alteration. Neither
Declarant, the Association, the Board nor the Architectural Committee (nor any member thereof)
shall be liable to the Association, any Owner or any other party for any damage, loss or prejudice
suffered or claimed on account of:

9.6.1 the approval or disapproval of any plans, drawings or specifications,
whether or not defective;

9.6.2 the construction or performance of any work, whether or not pursuant to
approved plans, drawings and specifications; or

9.6.3 the development of any Lot.

9.7  Fee. The Architectural Committee may establish, in the Architectural Committee
Rules, a reasonable processing fee to defer the costs of the Architectural Committee in
considering any request for approvals submitted to the Architectural Committee or for appeals to
the Board, which fee shall be paid at the time the request for approval or review is submitted.
Such fee, if established and charged by the Architectural Committee, shall be set at such
reasonable level as the Architectural Committee may estimate will be necessary to defray the
reasonable costs and expenses of the Architectural Committee in reviewing and evaluating any
such request or application, and may include, if the Architectural Committee deems it reasonably
necessary under the circumstances, an amount to cover the reasonable costs of professional
consultation to the Architectural Committee by an architect or engineer.

9.8  Inspection. Any member or authorized consultant of the Architectural
Committee, or any authorized officer, director, employee or agent of the Association, may at any
reasonable time and without being deemed guilty of trespass enter upon any Lot, after reasonable
notice to the Owner or Occupant of such Lot, in order to inspect the improvements constructed
or being constructed on such Lot to ascertain that such improvements have been, or are being,
built in compliance with this Declaration, the Architectural Committee Rules and any approved
plans, drawings or specifications.
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0.9  Waiver. Approval by the Architectural Committee of any plans, drawings or
specifications for any work done or proposed, or for any other matter requiring approval of the
Architectural Committee, shall not be deemed to constitute a waiver of any right to withhold
approval of any similar plan, drawing, specification or matter subsequently submutted for
approval.

910 Appeal to Board. Except as provided in this Section 9.10, any Owner or
Occupant aggrieved by a decision of the Architectural Committee may appeal the decision to the
Board in accordance with procedures to be established in the Architectural Committee’s
standards and procedures. In the event the decision of the Architectural Committee is overruled
by the Board on any issue or question, the prior decision of the Architectural Committee shall be
deemed modified to the extent specified by the Board. Notwithstanding the foregoing, until
termination of Declarant’s right to appoint the members of the Architectaral Committee pursuant
to Section 9.1, no decision of the Architectural Committee may be appealed to the Board.

9.11 Landscaping. All Lots, excluding driveways, parking areas and areas covered by
structures, shall be landscaped in a manner and using plants and soil approved in advance by the
Architectural Commitfee. No exterior trees, bushes, shrubs, plants or other landscaping shall be
planted or placed upon any Lot except in compliance with plans and specifications therefor
which have been submitted to and approved by the Architectural Committee in accordance with
this Article 9 and the Architectural Committee Rules. No material changes or deviations in or
from the plans and specifications for any work to be done on any Lot, once approved by the
Architectural Committee, shall be permitted without approval of the change or deviation by the
Architectural Committee. Neither this Section 9.11 nor Sections 9.3 or 9.4 above shall be
construed to prevent normal landscape maintenance or the replacement of dead or diseased
plants with other similar plants (so long as the replacement plants are permitted by the
Architectural Committee Rules).

9.12 Nonapplicability to Declarant. The provisions of this Article 9 shall not apply to
any portions of the Property owned by Declarant, by any Declarant Affiliate, or by a trustee for
the benefit of any of the foregoing so long as any improvements constructed thereon (or any
additions, modifications or alterations to any such improvements) are constructed or made in a
good and workmanlike fashion and are generally comparable in terms of quality of construction
to other improvements theretofore constructed by Declarant, or by any Declarant Affiliate on the
Property (or on other property adjacent to or near the Property). I‘urther, this Article 9 may not
be amended without the written consent of Declarant so long as Declarant, any Declarant
Affiliate, or a trustee for the benefit of any of the foregoing owns any of the Property.

9.13 Exemptions. Anything herein to the contrary notwithstanding, Declarant shall
have the right to exempt one or more Designated Builders from all or portions of the provisions
of this Article 9 so long as such Designated Builder constructs improvements in a good and
workmanlike fashion and subject to any other conditions imposed by Declarant.
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ARTICLE 10

USE RESTRICTIONS AND OTHER COVENANTS, CONDITIONS AND EASEMENTS

YES, THERE ARE RULES TO ABIDE BY. READ ANID BECOME FAMILIAR
WITH THEM. IF YOU IHHAVE QUESTIONS, PLEASE ASK.

10.1 Residential and Recreational Purpose. The Property shall be used only for
residential, recreational and related purposes. No Lot or any other part of the Property shall be
used, directly or indirectly, for any business, commercial, manufacturing, industrial, mercantile,
vending or other similar purpose, except for use by Declarant or a Designated Builder (or a
Declarant Affiliate or affiliate of a Designated Builder or assignee of Declarant), for a period not
to exceed ten (10) years from the first conveyance by Declarant of a Lot to a Retail Purchaser,
directly in connection with construction and sales activities with respect to the Property
(including, but not limited to, maintenance and operation of model homes, sales offices and signs
advertising the Property or portions thereof). Notwithstanding the foregoing, an Owner or other
Occupant of a Dwelling Unit may conduct a business activity upon a Lot so long as: (a) the
existence or operation of the business activity is not apparent or detectable by sight, sound or
smell from outside the Dwelling Unit; (b) the business activity conforms to all applicable zoning
ordinances or requirements for the Property; (c) the business activity does not involve the door-
to-door solicitation of Owners or other Occupants in the Property; (d) the use of the Dwelling
Unit for trade or business shall in no way destroy or be incompatible with the residential
character of the Dwelling Unit or the surrounding neighborhood; (e) the trade or business shall
be conducted only inside the Dwelling Unit or inside an accessory building or garage; (f) the
trade or business shall be conducted by an Occupant or Occupants of the Dwelling Unit with no
more than one (1) employee working in or from such Dwelling Unit who is not an Occupant
thereof; (g) no more than twenty percent (20%) of the total floor area of the Dwelling Unit shall
be used for trade or business; (h) the Dwelling Unit used for trade or business shall not be used
as a storage facility for a business conducted elsewhere; (1) the volume of vehicular or pedestrian
traffic or parking generated by such trade or business shall not result in congestion or be in
excess of what is customary in a residential neighborhood; (j) a trade or business shall not utilize
flammable liquids or hazardous materials in quantities not customary to a residential use; and (k)
a trade or business shall not utilize large vehicles not customary to a residential use. The terms
“business” and “trade” as used in this Section shall be construed to have ordinary, generally
accepted meanings, and shall include, without limitation, any occupation, work or activity
undertaken on an ongoing basis which involves the provision of goods or services to persons
other than the provider’s family and for which the provider receives a fee, compensation or other
form of consideration, regardless of whether: (i) such activity is engaged in full or part time; {ii)
such activity is intended to or does generate a profit; or (iii) a license is required for such
activity. The leasing of a Dwelling Unit by the Owner thereof shall not be considered a trade or
business within the meaning of this Section.

10.2  Garages and Driveways. The interior of all garages situated upon the Property
shall be maintained by the respective Owners or Occupants thereof in a neat, clean and sightly
condition. Such garages shall be used only for parking of Motor Vehicles (as defined in Section
10.11) and storage of personal property, but garages shall not be used for storage of personal
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property if doing so would prevent the Owner from storing all the Owner’s Motor Vehicles (up
to the number of Motor Vehicles the garage is intended to hold) in the garage as required by
Section 10.11. Garages shall not be used or converted for living or recreational activities. All
driveways on Lots shall be of concrete construction or such other material that may be approved
by the Architectural Committee.

THANK YOU FOR GARAGING YOUR WHEELS

10.3  Temporary Structures. No temporary residence, structure or garage shall be
placed or erected upon any part of the Property (except as may otherwise be permitted by Section
10.4 or Section 10.21). Except with the express written approval of Declarant, no Dwelling Unit
or other structure on any Lot shall be occupied in any manner while in the course of original
construction or prior to issuance by the appropriate local governmental authority of a certificate
of occupancy (or other similar document) with respect to such Dwelling Unit or other structure.

10.4 New Construction. All buildings or structures erected on the Property shall be of
new construction and the buildings and structures shall not have been moved to the Property
from other locations (except for temporary construction and/or sales facilities placed or
maintained on the Property by Declarant, a Designated Builder or a Declarant Affiliate or
assignee of Declarant in connection with the construction and sales activities of Declarant, a
Designated Builder or such Declarant Affiliate or assignee of Declarant).

10.5 Signs. No billboards or signs of any type or character shall be erected or
permitted on any part of the Property or on any Lot, except for signs used by Declarant or a
Designated Builder (or a Declarant Affiliate, or assignee of Declarant or Designated Builder) to
advertise the Property (or to identify builders, contractors or lenders) during the construction and

sales period and except for any sign erected by the Association. Nothing herein shall be deemed
to prohibit:

10.5.1 the attachment to the exterior of a Dwelling Unit of a single nameplate
and 'a single address plate identifying the Occupant and the address of such Dwelling Unit,
provided that such nameplate and address plate shall be subject to the rules and regulations of the
Architectural Committee;

10.5.2  the placing upon the exterior of any Dwelling Unit (or upon the Lot
containing the Dwelling Unit) of any of the following, to the extent such items are protected
under A.R.S. § 33-1808 or other applicable laws: (a) a single “For Sale” sign, providing that such
“For Sale” sign shall conform with the industry standard size sign but in no event shall exceed
thirty inches (30”) by twenty-four inches (247) in size, (b) a single sign rider accompanying a
“For Sale” sign, which sign rider shall not exceed six inches (6} by twenty-four inches (24”) in
size, (c) a single “For Lease” sign, providing that such sign shall not exceed eighteen inches

(18”) by twenty-four inches (24”) in size, or (d) temporary “Open House” signs that are industry
standard size;

10.5.3  the placement upon the Lot of a single “security” sign, provided that
such “security” sign shall not have dimensions exceeding eight inches (8”) by ten inches (10™);
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10.5.4  the placement of no more than three (3) political signs (or such greater
number of political signs as is expressly permitted by ordinance of the City or the county in
which the Property is located if the City or the county regulates the number of political signs that
may be displayed on residential property) on any Lot that are erected not more than thirty (30)
days prior to an election {or such longer period as required by A.R.S. § 33-1808), which political
signs must be removed no later than seven (7) days following the election (or such longer period
as required by A.R.S. § 33-1808); for purposes of this Section, “political signs” shall mean a sign
that attempts to influence the outcome of an election;

10.5.5  directional signs, subdivision identification signs, street signs or similar
signs as may be approved by the Architectural Committee for installation and/or maintenance by
the Association;

10.5.6  the display upon a Lot of any of the following, to the extent such items
are protected under A.R.S. § 33-1808 or other applicable laws: (a) the American flag or an
official or replica of a flag of the United States army, navy, air force, marine corps or coast guard
if the flag i1s displayed in a manner consistent with the federal flag code (P.L. 94-344; 90 Stat.
810; 4 United States Code sections 4 through 10) (as the same laws and regulations may be
amended from time to time), (b) the POW/MIA flag, (c) the Arizona state flag, (d) an Arizona
Indian nations flag, or (d) a Gadsden flag; all of the foregoing shall be subject to compliance
with any Association Rules or Architectural Committee Rules applicable thereto; or

10.5.7 the display of cautionary signs regarding children to the extent such
items are protected under A.R.S. § 33-1808 or other applicable laws; any such signs shall be (a)
professionally manufactured or produced and no taller than three (3) feet in height, (b) displayed
in residential areas only when children are actually present within fifty (50} feet of the sign, and
{c) removed within one (1) hour of children ceasing to play.

10.6  Heating, Ventilating and Air Conditioning Units. No heating, air conditioning or
evaporative cooling units or equipment shall be placed, constructed or maintained upon the
Property, unless such unit or equipment is aitractively screened or concealed so as not to be
Visible From Neighboring Property, which means of screening or concealment shall be subject
to the regulations and approval of the Architectural Committee. Except as initially installed by
the builder, all units shall be ground mounted, located within the perimeter of the rear yard and
screened or concealed from the view of neighboring property.

10.7  Solar Collecting Panels or Devices. Declarant recognizes the benefits to be
gained by permitting the use of solar energy as an alternative source of electrical power for
residential use. At the same time, Declarant desires to promote and preserve the attractive
appearance of the Property and the improvements thereon, thereby protecting the value generally
of the Property and the various portions thereof, and of the various Owners’ respective
investments therein. Therefore, subject to prior approval of the plans therefor by the
Architectural Committee pursuant to Article 9 above, solar collecting panels and devices may be
placed, constructed or maintained upon any Lot within the Property (including upon the roof of
any structure upon any Lot), so long as either: (a) such solar collecting panels and devices are
placed, constructed and maintained so as not to be visible from the front yard of the Lot; or (b)
such solar collecting panels and devices are placed, constructed and maintained in such
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location(s) and with such means of screening or concealment as the Architectural Committee
may reasonably deem appropriate to limit, to the extent possible, being visible from the front
vard of the Lot. Neither the Association nor the Architectural Committee may establish rules
regarding or impose conditions on solar collecting panels and devices if such rules or conditions
would prevent the installation, impair the functioning, restrict the use, or adversely affect the cost
or efficiency of the solar collecting panels and devices m violation of applicable law.

10.8  Antennas. Poles, Towers and Dishes. No television, radio, shortwave,
microwave, satellite, flag or other antenna, pole, tower or dish shall be placed, constructed or
maintained upon the Property (including, but not limited to, upon the roof or exterior walls of

any Dwelling Unit or other structure) except in accordance with the Architectural Commmittee
Rules.

REFER TO THE ARCHITECTURAL RULES AND DESIGN GUIDELINES FOR
PLACEMENT OF BASKETBALL GOALS.

10.9 Basketball Goals or Similar Structures. No basketball backboard, hoop or similar

structure or device shall be permitted except in accordance with the Architectural Committee
Rules.

10.10 Tanks. No tanks of any kind (including tanks for the storage of fuel) shall be
erected, placed or maintained on the Property unless such tanks are either: (a) buried
underground; or (b) of such size and height, in such location and attractively screened and not
Visible From Neighboring Property in such manner, as may be required by the Architectural
Committee. Nothing herein shall be deemed to prohibit use or storage upon the Property of
propane or similar fuel tanks with a capacity of ten (10) gallons or less used in connection with a
normal residential gas barbecue, grill or fireplace.

10.11 Vehicles and Parking. As used in this Section: (i) “Motor Vehicle” means a car,
van, sport ufility vehicle, bus, truck, recreational vehicle, motor home, motorcycle, all terrain
vehicle, utility vehicle, pickup truck or other motor vehicle; and (ii) “Streets” means the private
streets shown on any Recorded plat of the Property or private roadways.

10.11.1 As a courtesy to all Owners and Occupants, each Owner and the
Occupants of his Dwelling Unit shall park all of their Motor Vehicles first within the garage and
then, if the garage is holding the maximum number of Motor Vehicles the garage is intended to
hold, on the driveway of the Owner’s Lot. Garage doors must be kept closed at all times, except
as reasonably required for ingress and egress to and from the garage. No parking shall be
allowed on the Streets, except in accordance with the Association Rules. This Section shall not
prohibit the parking of public service and public safety emergency vehicles protected by A.R.S.
§ 33-1809 or other applicable laws.

10.11.2 No Motor Vehicle classed by manufacturer rating as exceeding one ton,
travel trailer, tent trailer, trailer, camper shell, detached camper, boat, boat trailer, or other
similar equipment or vehicle may be parked, maintained, constructed, reconstructed or repaired
on any Lot or Common Area if Visible from Neighboring Property, or on any Street within the
Property. None of the vehicles described above, or any other vehicle, may be used as a living

S:\Phoenix\Land Acquisition\Projects\Current'Blossom Hills Two\HOA Docs\CCRs Amended and Restated, docx 19




area or otherwise occupied while located on the Property. This Section shall not prohibit the
parking of vehicles protected by A.R.S. § 33-1809 or other applicable laws.

10.11.3 No Motor Vehicles of any kind which are not in operating condition
shall be parked on any Lot or Common Area if Visible from Neighboring Property, or on any
Street within the Property. In addition, no Motor Vehicle or Motor Vehicle equipment, mobile
or otherwise, may be parked, stored, or kept anywhere within the Property that is deemed to be a
nuisance by the Board, in its sole discretion.

10.11.4 No Motor Vehicles designed or used for carrying merchandise, supplies
or equipment for commercial purposes may be parked on the Common Area or on a Lot, except
for vehicles parked within an enclosed garage or on the driveway of the Lot and the temporary
parking of the Motor Vehicles of contractors, subcontractors, suppliers or vendors of Declarant,
Association or the Owners or Occupants.

10.11.5 The Board shall have the right and power to adopt Association Rules
governing and further restricting the parking of Motor Vehicles on Lots or the Streets and
implementing the provisions of this Section, and establishing certain exceptions that may in
certain cases be warranted. In the event of any conflict or inconsistency between the provisions
of this Section and the Association Rules adopted by the Board, the provisions of the Association
Rules shall control.

10.11.6 The Association may adopt additional parking restrictions including the
establishment of fines and assessments for their violation and may enter into a parking services
agreement pursuant to which parking violations result in a fine and/or in a vehicle being towed at
the owner’s expense. Such restrictions shall be enforceable as all other Assessments and in the
same manner as other provisions of this Declaration.

10.12 Underground Facilities. No cesspool or well may be dug or installed without the
prior written approval of the Board. No part of the Property shall be used for purposes of boring,
mining, exploring for or removing oil or other hydrocarbons, minerals, gravel or earth (except to
the limited extent required in connection with the normal construction activities of Declarant, the
Designated Builders, a Declarant Affiliate or assignee of Declarant during the applicable
construction period).

10.13 Outdoor Burning. There shall be no outdoor burning of trash or other debris;
provided, however, that the foregoing shall not be deemed to prohibit the use of normal
residential barbecues or other similar outside cooking grills or cutdeor fireplaces.

10.14 Sanitation. Garbage and refuse facilities, containers and the like shall be
attractively screened and camouflaged in such manner as not to be Visible From Neighboring
Property including other Dwelling Units, property, roads or streets (except during reasonable
periods to allow for collection by the appropriate municipal or private sanitation service). All
equipment for the storage or disposal of garbage or other waste shall be kept in a clean and
sanitary condition. All rubbish, trash and garbage shall be kept only in containers meeting
applicable municipal sanitation requirements (and any applicable reasonable rules and
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regulations of the Associatibn), shall be regularly removed from the Property and shall not be
allowed to accurnulate thereon.

10.15 Fences, Interferences and Obstructions.

10.15.1 All fences shall be of block construction (except as may be otherwise
permitted with the prior written consent of the Architectural Committee) and, except as
otherwise approved by the Architectural Committee, shall be color coordinated with the exterior
of the structure(s) enclosed by or upon the same Lot as such fence. No fence shall exceed six
and one-half (6-%4) feet in height, provided that no fence within twenty (15) feet of the front
property line of a Lot shall exceed three (3) feet in height (provided that the Architectural
Committee shall have the authority to establish and enforce even more restrictive limitations on
the height, locations and appearance of fences and fence walls, either in individual cases or as a
general restriction on portions or all of the Property, where necessary or appropriate, in the
reasonable judgment of the Architectural Committee, to comply with applicable zoning, building
or public safety ordinances). The foregoing shall not apply to boundary walls or fences (if any)
constructed by Declarant along Property lines bounding public rights-of-way, provided,
however, that such boundary walls or fences shall be constructed so as to comply with applicable
municipal zoning and other laws and ordinances. No fence shall be permitted to interfere with
existing recorded restrictions, drainageways or casements. Except as otherwise provided by
applicable law or governmental rule or regulation, and subject to any applicable restrictions or
requirements set forth in any recorded plat of all or any part of the Property, fences may be
constructed in or over a recorded utility easement, provided, however, that should the utility
companies ever require access to such easement, it shall be the responsibility of the Owner of the
applicable Lot, at his, her or its sole expense, to remove and replace such fence.

10.15.2 No structure, shrubbery or other vegetation shall be permitted to exist on
any Lot or other portion of the Property, the height or location of which shall be deemed by the
Architectural Committee either to constitute a traffic hazard or to be unattractive in appearance
or unreasonably detrimental to enjoining Property. As an aid to freer movement of vehicles at
and near street intersections and in order to protect the safety of pedestrians, property and the
operators of vehicles, the Board or Architectural Committee may impose further limitations on
the height of fences, walls, gateways, ornamental structures, hedges, shrubbery and other
fixtures, and construction and planting on corner Lots at the intersection of two (2) or more
streets or roadways.

10.16 Nuisance. No rubbish or debris of any kind shall be placed or permitted to
accumulate for any unreasonable length of time on any portion of the Property, and no odors
shall be permitted to arise therefrom, so as to render the Property or any portion thereof
unsanitary, unsightly or offensive or detrimental to any other portion of the Property in the
vicinity thereof or to its Owners or Occupants. No noxious, destructive or offensive activity, or
any activity constituting an.unreasonable source of annoyance, shall be conducted on any Lot or
on the Common Area. Without limiting the generality of any of the foregoing provisions, no
exterior speakers, horns, whistles, bells or other sound devices, except ordinary intercom systems
or security devices used exclusively for security purposes, shall be located, used or placed on the
Property. The Board in its discretion shall have the right to determine the existence of any such
activity or item. The Association shall have the standing and authority to institute legal
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proceedings to abate such activity or to secure the removal of such item. Furthermore, the Board
shall have the right to remove any such activity or item at the expense of the Owner responsible
for the nuisance (or at the expense of the Owner whose tenant, Occupant or guest is responsible
for such activity or item). Each Owner and Occupant shall refrain from any act on or use of his,
her or its Lot or the Common Area which could reasonably cause embarrassment, discomfort or
annoyance to other Owners or Occupants, and the Board shall have the power to make and
enforce reasonable rules and regulations in furtherance of this provision.

10.17 Drainage Alteration: Easements. No vegetation (except suitable ground cover)
may be planted or permitted to remain on areas subject to drainage casements, as shown on
Recorded plats, in such manner as to interfere with drainage or which shall be deemed by the
Board to be a detriment to utilities located under or near such vegetation. Except as otherwise
provided herein, or by applicable governmental rule, regulation or ordinance, the owner of
property subject to Recorded easements shall be responsible for maintaining said property.

10.18 Clothes Drving Facilities. Outside clotheslines or other outside facilities for
drying or airing clothes shall not be erected, placed or maintained on any part of the Property
unless they are erected, placed or maintained exclusively within a fenced yard or otherwise
concealed and shall not be Visible From Neighboring Property.

10.19 Pets. No animals, horses, livestock or poultry of any kind shall be raised, bred or
kept on the Property; provided, however, that nothing herein shall be construed as prohibiting the
keeping of a reasonable number of ordinary household pets in or on a Lot, subject to rules and
regulations adopted by the Board, provided that such pets are not kept, bred or maintained for
any commercial purpose. Notwithstanding the foregoing, no pets may be kept upon the Property
or on or in any Lot which, in the opinion of the Board, result in any annoyance or are obnoxious
to Owners or Occupants of other Lots in the vicinity.

10.20 Leasing: Oblisations of Tenants and Other Occupants.

10.20.1 All leases shall be 1n writing and shall provide that the terms of the lease
shall be subject in all respects to the provisions of this Declaration, the Articles, the Bylaws, the
Association Rules and the Architectural Committee Rules. All tenants shall be subject to the
terms and conditions of this Declaration, the Articles, the Bylaws, the Association Rules and the
Architectural Committee Rules as though such tenant were an Owner (except that such tenant
shall not have any voting rights appurtenant to the Lot occupied by such tenant except pursuant
to an express written assignment complying with Section 3.4). Each Owner shall provide his,
her or its tenants and other Occupants with copies of this Declaration, the Articles, the Bylaws,
the Association Rules and the Architectural Committee Rules and shall cause such tenants and
Occupants to comply with the terms of such documents. To the extent permitted by applicable
law, each Owner shall be responsible and liable for all viclations and losses caused by such
Owner’s tenants or Occupants, including, but not limited to, any assessments, fines, charges, or
costs imposed upon his, her or its Lot or incurred by his, her or its tenants or Occupants,
notwithstanding the fact that such tenants or Occupants are also fully liable for any violation of
each and all of those documents.

S:\Phoenixi\Land Acquisitior\Projects\Current\Blossom Hilis Two\HOA Docs\CCRs Amended and Restated.doex 42




10.20.2 In the event that a tenant or other Occupant violates any provision of this
Declaration, the Articles, the Bylaws, the Association Rules or the Architectural Comimittee
Rules, the Association shall have the power, after written notice to the Owner of the Lot, to
enforce any remedies set forth in this Declaration against the tenant or other Occupant, bring an
action or suit against such tenant or other Occupant to recover sums due for damages or
injunctive relief, evict such tenant or other Occupant if within a twelve (12) month period the
tenant or Occupant commits three (3) or more material violations of this Declaration, the
Articles, the Bylaws, the Association Rules or the Architectural Committee Rules, regardless of
whether such violations are cured, or to pursue any other remedy available at law or equity. The
Association’s costs in doing so, including, but not limited to, reasonable attorneys’ fees, costs
and other litigation fees and costs, together with interest as provided in Section 8.2, shall be
reimbursed by the tenmant or other Occupant to the Association (or, in the absence of
reimbursement by the tenant or other Occupant, or at the election of the Board, by the Owner of
the Lot occupied by such tenant or other Occupant) and constitute a lien on the applicable Lot
which shall have the priority, and may be enforced in the manner, described in Section §.3.

10.20.3 The Board shall also have the power to suspend the right of the tenant or
other Occupant to use the recreational facilities on or constituting a part of the Common Area for
any violation by the tenant or other Occupant of any duty imposed under this Declaration, the
Articles, the Bylaws, the Association Rules or the Architectural Committee Rules. In addition,
the Board shall have the power to impose reasonable monetary fines upon the tenant, Occupant
or the Owner of the applicable Lot, or upon all such parties, for such a violation if the fines are
approved by Members holding a majority of the votes in each class of Members represented in
Person at a meeting of Members duly called for such purpose or by absentee ballot. No
suspension hereunder of the right of a tenant or other Occupant to use the recreational facilities
on or constituting part of the Common Area may be for a period longer than sixty (60) days
except where the tenant or other Occupant fails or refuses to cease or correct an ongoing
violation or commits the same or another violation, in which event such suspension may be
extended for additional periods not to exceed sixty (60} days each until such violation ceases or
is corrected; the foregoing limitation shall not affect or prevent termination of the applicable
lease if permitted by the terms of said lease or otherwise by applicable law.

10.20.4 No Owner may lease less than his, her or its entire Lot. No Lot may be
leased for a period of less than thirty (30) days. Upon leasing his, her or its Lot, an Owner shall
promptly notify the Association of the commencement and termination dates of the lease and the
names of each tenant or other Person who will occupy the Lot during the term of the lease, and
thereafter shall advise the Association prompily of any changes in any of such information.
Within five (5) business days following written request by the Board, by any officer of the
Association or by the Association’s independent management agent, the Owner shall deliver to
the Board, such officer or such agent, as applicable, a true, correct and complete copy of the fully
signed lease, including any and all amendments or modifications thereto.

10.20.5 The provisions of this Section 10.20 shall not apply to Declarant’s or

Designated Builder’s use of Lots owned by (or leased to) Declarant or any such Designated
Builder as a mode} home or office or for marketing purposes pursuant to Section 10.1.
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10.21 Additional Structures. No Additional Structures shall be placed, erected or
maintained upon any part of a Lot without the prior written approval of the Architectural
Committee in accordance with Article 9 of thas Declaration, and shall not commence erection or
construction of such Additional Structure until such plans are approved by the Architectural
Committee in accordance with Article 9 of this Declaration. In addition, the Additional Structure
must meet all of the following requirements:

10.21.1 The Additional Structure shall comply with all laws, ordinances and
regulations (including, but not limited to, city set back requirements);

10.21.2 The Additional Structure shall not be attached at any point to any fence
(including any block wall fence); and

10.21.3 Any Owner or other Person who wishes to erect such Additional
Structure on his, her or its Lot must still comply with all other provisions of this Declaration and,
in particular, shall submit plans for the proposed Additional Structure to the Architectural
Committee for review.

10.22 Landscaping and Maintenance. Within one hundred twenty (120) days of
acquiring a Lot, each Owner (other than Declarant or a Designated Builder) shall landscape, if
not already landscaped, such Lot lving between the front or side boundaries of such Lot and the
adjacent sidewalk The installation and maintenance of landscaping between the private street
and the sidewalk is the responsibility of the Association. Each Owner shall maintain the
landscaping on such Owner’s Lot and shall keep the land free of debris and weeds at all times
and promptly repair portions of the landscaping which have been damaged. Each Owner shall
maintain the aforementioned landscaping and exterior of the Owmer’s Dwelling Unit in
accordance with standards prescribed by the Board and otherwise in a manner and to a level not
less than the standards of quality established by the Board with respect to the quality, quantity
and frequency of watering, mowing, weeding, trimming, fertilizing, painting and the like. In the
event any Owner fails to perform the obligations provided herein, the Association may, at the
discretion of the Board, perform those obligations at the expense of such Owner, which expense,
together with attorneys’ fees, costs and other litigation fees and costs, plus any interest as
provided in Section 8.2, shall be secured by the lien on such Owner’s Lot established by Section
8.3. The provisions of this Section 10.22 shall not apply to any portion of the Property owned by
Declarant or a Designated Builder, or any Lot or other portion of the Property that has not been
conveyed to a Retail Purchaser and that any Designated Builder has rights to purchase from a
party other than Declarant. Notwithstanding the foregoing sentence, any Declarant, Designated
Builder, or Owner owning a Lot or any other portion of the Property, whether improved or not,
shall maintain such Lot or portion of the Property free of debris and weeds at all times and
promiptly repair portions of the land which may have been damaged.

10.23 Roof Materials. The roof of each Dwelling Unit (or of any building containing
Dwelling Units) within the Property shall consist of concrete or clay tile, unless such Dwelling
Unit has a flat roof with no pitch (i.e., a horizontal roof).

10.24 Encroachments. There are reserved and granted for the benefit of each Lot, over,
under and across each other Lot and the Common Area, and for the benefit of the Common Area,
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over, under and across each Lot, non-exclusive easements for encroachment, support, occupancy
and use of such portions of Lots and/or Common Area as are encroached upon, used and
occupied as a result of any original construction design, accretion, erosion, deterioration, decay,
errors in original construction, movement, settlement, shifting or subsidence of any building or
structure or any portion thereof, or any other cause. In the event any improvements on a Lot or
on the Common Area are partially or totally destroyed, the encroachment easement shall exist for
any replacement structure which is rebuilt pursuant to the original construction design. The
easement for the maintenance of the encroaching improvement(s) shall exist for as long as the
encroachment exists; provided, however, that no easement of encroachment shall be created due
to the willful misconduct of the Association or any Owner. Any easement of encroachment may
but need not be cured by repair and restoration of the structure.

10.25 Easement for Annexable Property. Declarant shall have, and hereby expressly
reserves, for itself and its agents, successors and assigns, an easement over and across the
Common Area for the purposes of reasonable ingress to and egress from, over and across the
Property, including private roads and pathways, to the Annexable Property until all of the
Annexable Property is fully developed and sold to retail purchasers.

10.26 Windows/Sun Screens. Permanent draperies or suitable window treatments shall
be installed on all front facing windows within ninety (90) days of occupancy. No reflective
materials, including but not limited to, aluminum foil, reflective screens or glass, mirrors or
similar type material, shall be installed or placed upon the outside or inside of any windows.

10.27 Lights and Decorations. If any lights and decorations installed or situated on a
Lot that are Visible from Neighboring Property other than those that have been installed as part
of the original construction or approved as permanent improvements by the Architectural
Committee remain on display in violation of the Association Rules, in addition to any other
rights or remedies set forth in this Declaration or available at law or equity, the Board shall have
the right, upon thirty (30) days prior written notice to the Owner of a Lot, to designate a party to
enter upon the Lot and summarily remove exterior lights or decorations displayed in violation of
this provision, and the Owner of the Lot shall be responsible for all costs incurred in connection
with such action. The Board, and the individuals removing the lights and decorations, shall not
be liable to the Owner or to any tenant or Occupant for trespass, conversion, or damages of any
kind except intentional misdeeds and gross negligence.

10.28 Swimming Pools. All swimming pools shall be maintained (i) in compliance with
any and all laws, ordinances, regulations and other requirements of applicable governmental
entities, including, but not [imited to, those pertaining to health and safety, and (ii} in a condition
not creating a nuisance or a threat to public health or safety. If any swimming pool is not
maintained as required by this Section, then in addition to any other rights or remedies set forth
in this Declaration or available at law or equity, the Board shall have the right, upon thirty (30)
days prior written notice to the Owner of a Lot with such swimming pool, to designate a party to
enter upon the Lot and cause such maintenance as is necessary to cause the swimming pool to be
in compliance with this Section, and the Owner of the Lot shall be responsible for all costs
incurred in connection with such action. The Board, and the individuals conducting such
maintenance, shall not be liable to the Owner or to any tenant or Occupant for trespass,
conversion, or damages of any kind except intentional misdeeds and gross negligence.
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10.29 Miscellaneous. The Board, in its good faith discretion, is hereby authorized to
grant such waivers of the restrictions contained in this Article 10 as it shall deem appropriate in
the circumstances, so long as the use permitted by such waiver shall not result in an unsafe,
unsanitary or aesthetically displeasing condition and shall not result, in the Board’s discretion, in
a substantial departure from the common plan of development contemplated by this Declaration.
In addition, all portions of the Property shall continue at all times to be subject to any and all
applicable zoning laws and ordinances, provided, however, that where the provisions of this

Declaration are more restrictive than such laws or ordinances, the provisions of this Declaration
shall control.

ARTICLE 11

PARTY WALLS

11.1  General Rules of Law to Apply. Each wall or fence which is located between two
(2) Lots or between a Lot and Common Area shall constitute a party wall, and, to the exient not
inconsistent with the provisions of this Article 11, the general rules of law regarding party walls
and liability for property damages due to negligent or willful acts or omissions shall apply
thereto. For purposes of this Article 11 only, in the case of a party wall between a Lot and
Common Area, in interpreting the provisions of this Article the Common Area bounded by such
wall shall be deemed to be a “L.ot” and the Association shall be deemed to be the “Owner” of
such “Lot.”

11.2  Repair and Maintenance. No Owner or Occupant of any Lot (or any tenant, guest,
invitee, employee or agent of such Owner or Occupant) shall do or permit any act (or omit to do
any act) that will or does damage, destroy or impair the structural soundness or integrity of any
party wall, or which would cause any party wall to be damaged by exposure to the elements, and,
in the event any such Owner, Occupant, tenant, guest, invitee, employee or agent does or permits
any such act (or so omits to do any act), such Owner’s or Occupant’s liability with respect to

such damage, destruction, impairment or exposure shall be determined in accordance with
applicable law. '

11.3  Sharing of Repair and Maintenance. In the event any repair, maintenance or
reconstruction of any party wall shall be necessary (other than due to the negligence or willful
act or omission of the Owner or Occupant of one Lot, or such Owner’s or Occupant’s tenants,
guests, invitees, employees or agents in which event such costs shall be the sole responsibility of
the Owner) the cost thereof shall be bome equally by the Owners and/or Occupants of the Lot(s)
having in common such party wall, provided, however, that all wrought iron portions of such
wall shall remain the Association’s maintenance responsibility. In the event any Owner (or
Occupant) fails or refuses timely to pay such Owner’s (or Occupant’s) share of such cost, the
other Owner (or Occupant) shall have the right to pay in full such cost and recover from such
Owner {or Occupant) such Owner’s (or Occupant’s) share of such cost (together with interest as
provided in Section 8.2).

11.4  Consents to Modification. No Owner or Occupant shall alter or modify any party
wall in any respect without having first obtained the written consent of the Owner of the other
Lot adjoining such party wall, provided that such consent shall not be required in the case of
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repair or restoration of such party wall to its condition prior to any damage or destruction if the
negligence or willful act or omission of the Owner or Occupant of such other Lot was the cause
of such damage or destruction and such Owner or Occupant fails or refuses to repair or restore
such party wall promptly upon the request of the other Owner or Occupant. Any consent
required by this Section 11.4 shall be in addition to and not in substitution for the consents or
approvals of the Architectural Committee required by this Declaration or of any municipal or
other governmental body having jurisdiction over the Property.

ARTICLE 12

GENERAL PROVISIONS

12.1  Term. The covenants, conditions and restrictions of this Declaration: (a) shall
run with and bind the Property; (b) shall inure to the benefit of and shall be enforceable by the
Association or by the Owner of any portion of the Property subject to this Declaration, their
respective legal representatives, heirs, successors and assigns; and (c) shall remain in full force
and effect until Januvary 1, 2060; beginning January 1, 2060 and at January 1 every twenty-five
(23) years thereafter, this Declaration, and all of the conditions, covenants and restrictions
herein, shall automatically be extended for successive periods of twenty-five (25) years each,
unless and until revoked by an affirmative vote of Members holding not less than sixty-seven
percent (67%) of all votes then entitled to be cast. For any such revocation to be effective, the
vote required by this Section 12.1 shall be taken at a special meeting of Members duly called for
such purpose, which meeting shall be held no earlier than six (6) months before the January 1
date at which this Declaration would automatically be extended absent such voie; in the event
such meeting is duly called and held, and at that meeting the requisite number of votes are cast to
revoke this Declaration, the President and Secretary of the Association shall execute and Record
a notice of such revocation, and such revocation shall be effective as of the applicable January 1
date at which this Declaration would automatically be extended absent such vote.
Notwithstanding any such revocation of this Declaration, each Owner of a Lot (and such
Owner’s Occupants, tenants, agents, guests and invitees) shall nevertheless have a permanent
easement across the Common Area for access to such Lot and for access to and use of such
recreational facilities as may exist on the Common Area at the time of such revocation.

122  Amendment. Except as otherwise provided in this Declaration, this Declaration
may be amended only by the affirmative vote (in person or by absentee ballot) or written consent
of: (a) Members holding not less than sixty-seven percent (67%) of all Class A votes then
entitled to be cast; and (b) so long as the Class B membership is in existence, Declarant. In
addition, Declarant shall have the right, without the consent of any other Person, to amend all or
any part of this Declaration to address changes in applicable law if such changes are necessary or
appropriate, as determined by Declarant in its reasonable discretion. No amendment to this
Declaration shall be effective unless and until such amendment is Recorded.

12.3  Indemnification. The Association shall indemnify each and every officer and
director of the Association (including, for purposes of this Section, former officers and directors
of the Association, and members of the Architectural Committee) against any and all expenses,
including attorneys’ fees and costs and other litigation related fees and costs, reasonably incurred
by or imposed upon any officer, director or member of the Association in connection with any
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action, suit, or other proceeding (including settlement of any suit or proceeding, if approved by
the Board serving at the time of such settlement) to which he or she may be a party by reason of
being or having been an officer and/or director of the Association or member of the Architectural
Committee, except for their own individual willful misfeasance, malfeasance, misconduct or bad
faith. The officers and directors shall have no personal liability with respect to any contract or
other commitment made by them, in good faith, on behalf of the Association (except indirectly to
the extent that such officers or directors may also be members of the Association and therefore
subject to Assessments hereunder to fund a liability of the Association), and the Association
shall indemnify and forever hold each such officer and director free and harmless for, from and
against any and all liability to others on account of any such contract or commitment. Any right
to indemnification provided for herein shall not be exclusive of any other rights to which any
officer, director or member of the Architectural Committee, former officer or director of the
Association, or member of the Architectural Committee may be entitled. If the Board deems 1t
appropriate, in its sole discretion, the Association may advance funds to or for the benefit of any
director, officer or member of the Architectural Committee (or former director, officer or
member of the Architectural Committee) of the Association who may be entitled to
indemnification hereunder to enable such Person to meet ongoing costs and expenses of
defending himself or herself in any action or proceeding brought against such Person by reason
of his or her being, or having been, an officer or director of the Association or member of the
Architectural Committee. In the event it is ultimately determined that a current or former officer
or director to whom, or for whose benefit, funds were advanced pursuant to the preceding
sentence does not qualify for indemnification pursuant to this Section 12.3 or otherwise under
the Articles, Bylaws or applicable law, such current or former officer or director shall promptly
upon demand repay to the Association the total of such funds advanced by the Association to
him or her, or for his or her benefit, with interest (should the Board so elect) at a rate not to
exceed ten percent (10%) per annum from the date(s) advanced until paid.

12.4 Lasements for Utilities. There is hereby reserved to the Board, acting on behalf of
the Association, the power to grant easements upon, across, over and under all or any portion(s)
of the Common Area for installation, replacement, repair, and maintenance of master television
antenna systems, security and similar systems, and all utilities, including, but not limited to,
water, sewer, telephone, cable television, data, gas and electricity, and for delivering or
providing public or municipal services such as refuse collection and fire and other emergency
vehicle access (which easements shall also include appropriate rights of ingress and egress to
facilitate such installation, replacement, repair and maintenance, and the delivery or provision of
such public, municipal or emergency services), provided that no such easement shall interfere
with a Dwelling Unit or its reasonable use or with Declarant’s or Designated Builder’s
construction and sales activities and such easements shall require the holder of the easement to
repair any damage caused to the property of any Owner. The Association shall have the right to
grant any such easement either: (a) as a “blanket” easement covering all or a significant portion
of the Common Area; or (b) if the Board deems it appropriate, as an easement affecting a
smaller, more particularly identified portion of the Common Area.

12.5 No Partition. No Person acquiring any interest in the Property or any part thereof
shall have a right to, nor shall any Person seek, any judicial partition of the Common Area. No
Owner shall have any interest in the Common Area or any funds or other assets of the
Association, other than indirectly as a Member of the Association, and no Owner shall sell,
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convey, transfer, assign, hypothecate or otherwise alienate any interest in the Common Area or
any funds or other assets of the Association except that this Section shall not be deemed to
prohibit an Owner from selling, conveying, encumbering or hypothecating such Owner’s Lot (or
an interest therein), including Owner’s rights and interests under this Declaration and as a
Member of the Association (which are appurtenant to title to such Lot). This Section shall not be
construed to prohibit the Board from acquiring and disposing of tangible personal property nor
from acquiring or disposing of title to real property (other than disposition of title to the
Common Area, which shall be subject to Section 7.2).

12.6  Severability: Interpretation; Exhibits; Gender. Invalidation of any one of these
covenants or restrictions by judgment or court order shall in no way affect any other provisions
which shall remain in full force and effect. The provisions hereof shall be construed and
interpreted with reference to the laws of the State of Arizona. References m this Declaration to
Articles, Sections and Subsections shall be deemed to be references to the specified Articles,
Sections and Subsections of this Declaration (unless otherwise specifically stated), whether or
not phrases such as “of this Declaration,” “hereof” or “herein” are used in connection with such
references.  Any Exhibits referred to in this Declaration are hereby incorporated herein by
reference and fully made a part hereof. Where the context hereof so requires, any personal
pronouns used herein, whether used in the masculine, feminine or neuter gender, shall include all
genders, and the singular shall include the plural and vice versa. Titles of Articles and Sections
are for convenience only and shall not affect the interpretation hereof.

12.7  Perpetuities. If any of the covenants, conditions, restrictions or other provisions
of this Declaration shall be unlawful, void or voidable for violation of the rule against
perpetuities, then such provisions shall continue only until twenty-one (21) years after the death
of the last survivor of the now living descendants of the person holding the office of President of
the United States on the date this Declaration is Recorded.

12.8  Disputes with Declarant. The following dispute resolution procedure 1s
implemented for the Property in accordance with the philosophy and intent of the Federal
Arbitration Act (9 U.S.C. Sections 1-16) which is designed to encourage use of alternative
methods of dispute resolution that avoid costly and potentially lengthy traditional court
proceedings. The dispute resolution procedure in this Section is to be interpreted and enforced as
authorized by the Federal Arbitration Act. Parties interpreting this Section shall follow the
federal court rulings which provide, without limitation, that the Federal Arbitration Act (1) is a
congressional declaration of a liberal federal policy favoring arbitration agreements,
notwithstanding substantive or procedural state policies to the contrary, (2) requires that federal
and state courts nigorously enforce agreements to arbitrate, (3) requires the scope of this
alternative dispute resolution agreement be interpreted broadly in favor of arbitration, and (4)
requires disputes over whether an issue is arbitrable be resolved by a finding in favor of
arbitration. Specifically, this Section is to be interpreted in accordance with Allied-Bruce
Terminix Companies, Inc. v. Dobson, 115 S.Ct. 834 (1995), and other federal court rulings.

12.8.1  Alternative Dispute Resolution Provisions. Any Dispute, as defined in
the alternative dispute resolutions attached hereto as Exhibit D, shall be govemed by and
resolved in accordance with the ADR Provisions.
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12.8.2 Required Vote to Make Claim. Prior to filing a claim pursuant to the
ADR Provisions, the Association must obtain the vote or written consent of Owners other than
Declarant who represent not less than fifty-one percent (51%) of the Association’s voting power
(excluding the voting power of Declarant). The notice to the Owners of the vote or request for
consent shall contain, at a minimum, the following information: (a) a description of the alleged
defect or Dispute; (b) a description of the attempts of the Declarant to correct the alleged defect
or Dispute and the opportunities provided to the Declarant to correct the alleged defect or
Dispute; (¢) the name and professional background of the attorney retained by the Association to
pursue the claim against the Declarant and a description of the relationship between the attorney
and member(s) of the Board or the Association’s management company (if any); (d) a
description of the fee arrangement between the attorney and the Association; (e) the estimated
attorneys’ fees and expert fees and costs necessary to pursue the claim against the Declarant and
the source of the funds that will be used to pay the fees and expenses; (f) the estimated time
necessary to conclude the action against the Declarant; (g) a good faith estimate of the fees and
costs the Association may be required to pay to the Declarant in the event that the Association’s
claim is unsuccessful; and (h) an affirmative statement from a majority of the members of the
Board that the action is in the best interests of the Association and its Members. If the Dispute
pertains to an alleged defect, the notice to the Owners shall also contain an estimate of the cost to
repair the alleged defect and a certification from an architect or engineer licensed in the State of
Arizona that the alleged defect exists along with a description of the scope of work necessary to
cure the alleged defect.

12.8.3 Declarant Party. This Section 12.8 govemns only the resolution of
Disputes with Declarant parties on the one hand, and the Association and/or one or more
Owners/subsequent Owners, on the other hand. Except as otherwise provided in the ADR
Provisions, each party in a Dispute with the Declarant shall bear its own atiorneys’ fees and
costs, and the prevailing party shall not be entitled to an award of attorneys’ fees or costs.

12.8.4 AGREEMENT TO METHOD OF RESOLVING DISPUTES: WAIVER
OF RIGHT TO JURY TRIAL: AMENDMENT. DECLARANT, THE ASSOCIATION AND
EACH OWNER AGREE TO USE THE PROCEDURES ESTABLISHED IN THIS SECTION
12.8 TO RESOLVE ALL DISPUTES AND WAIVE THEIR RIGHTS TO RESOLVE
DISPUTES IN ANY OTHER MANNER. DECLARANT, THE ASSOCIATION, AND EACH
OWNER ACKNOWLEDGE THAT BY AGREEING TO RESOLVE ALL DISPUTES AS
PROVIDED IN THIS SECTION 12.8, THEY ARE GIVING UP THEIR RIGHT TO HAVE
DISPUTES TRIED BEFORE A JURY, PURSUANT TO THE FEDERAL ARBITRATION

ACT. THIS SECTION 12.8 MAY NOT BE AMENDED WITHOUT DECLARANT’S PRIOR
WRITTEN CONSENT.

12.9  Alternative Dispute Resclution for Owner Disputes. Any dispute or claim
between or among (a) any Owner and another Owner; or (b) the Association and any Owner,
including any claim based on contract, tort, or statute, arising out of or relating to (i) the rights or
duties of the parties under this Declaration or the other Property Documents; or (i1) the design or
construction of any portion of the Property, but excluding disputes relating to the payment of any
type of Assessment (collectively an “Owner Dispute™), shall be subject first to negotiation, and
then arbitration as set forth in this Section 12.9 prior to any party to the Owner Dispute
instituting litigation with regard to the Owner Dispute. Notwithstanding the foregoing sentence,
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any Owner Dispute that involves a dispute with Declarant shall be resolved pursuant to the terms
of Section 12.8.

12.9.1 Negotiation. Each party to an Owner Dispute shall make every
reasonable effort o meet in person and confer for the purpose of resolving an Owner Dispute by
good faith negotiation. Upon receipt of a written request from any party to the Owner Dispute,
the Board may appoint a representative to assist the parties in resolving the dispute by
negotiation, if in its discretion the Board believes its efforts will be beneficial to the parties and
to the welfare of the community. Each party to the Owner Dispute shall bear their own attorneys’
fees and costs in connection with any such negotiation.

12.9.2 Final and Binding Arbitration. If the parties cannot resolve the Owner
Dispute pursuant to the procedures described in Section 12.9.1 within such time period as may
be agreed upon by the parties (the “Termination of Negotiations™), the party instituting the
Owner Dispute (the “Disputing Party”) shall have thirty (30) days after the Termination of
Negotiations to submit the Owner Dispute to final and binding arbitration in accordance with the
procedures set forth in Exhibit D. If the Disputing Party does not submit the Owner Dispute to
arbitration within thirty (30) days after the Termination of Negotiations, the Disputing Party shall
be deemed to have waived any claims related to the Owner Dispute and all other parties to the
Owner Dispute shall be released and discharged from any and all liability to the Disputing Party
on account of the Owner Dispute; provided, nothing herein shall release or discharge any party
from any liability to persons who are not a party to the proceedings.

12.9.3 Amendment of this Article. Notwithstanding any contrary provision
contained herein, no provision of Section 12.9 shall be modified, amended or revoked in any way
without the express written consent of the Declarant.

12.10 Property Held in Trust. Any and all portions of the Property (and of the
Annexable Property) which are now or hereafter held in a subdivision or similar trust or trusts (or
similar means of holding title to property), the beneficiary of which trust(s) is Declarant or a
Designated Builder, shall be deemed for all purposes under this Declaration to be owned by
Declarant or such Designated Builder and shall be treated for all purposes under this Declaration
in the same manner as if such property were owned in fee by Declarant or such Designated
Builder. If fee simple fitle to a Lot is held by a trustee pursuant to a trust agreement, the
beneficiary of the trust who 1s entitled to possession shall be deemed to be the Owner. No
conveyance, assignment or other transfer of any right, title or interest in or to any of such
property by Declarant or a Designated Builder to any such frust (or the trustee thereof) or to
Declarant or such Designated Builder by any such trust (or the trustee thereof) shall be deemed
for purposes of this Declaration to be a sale of such property or any right, title or interest therein.

[2.11 Notices to Certain Mortgage Holders, Insurers or Guarantors. The Association
shall give timely written notice of any of the following actions, events or occurrences to any
holder, insurer or guarantor of a Mortgage who or which, prior to such action, event or
occurrence, shall have made written request to the Association for such notice (which written
request shall state the name and address of such holder, insurer or guarantor and the Lot number
or street address of the Lot to which the applicable Mortgage pertains):
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12.11.1 Any condemnation or casualty loss that affects either a material portion
of the Property or the Lot securing the applicable Mortgage;

12.11.2 Any delinquency lasting sixty (60) days or more in payment of any
Assessments or other charges owed to the Association by the Owner of the Lot securing the
applicable Mortgage, or any other breach or default hereunder by the Owner of the Lot securing
the applicable Mortgage which is not cured within sixty (60) days after written notice thereof
from the Association to such Owner; or

12.11.3 Any lapse, cancellation or material modification of any insurance policy
or fidelity bond maintained by the Association.

12.12 Amendments Requested by Governmental Agency. Notwithstanding any other
provision of this Declaration, Declarant shall have the right to amend all or any part of this
Declaration to such extent and with such language as may be requested by the FHA, VA, Federal
National Mortgage Association, Federal Home Loan Mortgage Corporation or other
governmental or quasi-governmental agency which issues, guarantees, insures or purchases
Mortgages (or securities or other debt instruments backed or secured by Mortgages), or
otherwise governs transactions involving Mortgages or instruments evidencing same, or
otherwise governs development of the Property or the Annexable Property, as a condition to such
agency’s approval of this Declaration, the development encompassing the Property or any
subdivision constituting a part of the Property. Any such amendment shall be effected by
Declarant’s Recording an instrument executed by Declarant and appropriately acknowledged,
specifying the govermmental or quasigovernmental agency requesting such amendment and
setting forth the appropriate amendatory language. Recording of such amendment shall
constitute conclusive proof of such governmental or quasi-governmental agency’s request for
such amendment. Such amendment shall be effective, without the consent or approval of any
other Person, on and as of the date the same is Recorded, and shall thereupon and thereafter be
binding upon any and all Owners or other Persons having any interest in all or any part of the
Property. Except as expressly provided in this Section, neither Declarant nor any other Person(s)
shall have the right to amend this Declaration except in accordance with and pursuant to the
other provisions and requirements of this Declaration.

12.13 Number of Days. In computing the number of days for purposes of any provision
of this Declaration or the Articles or Bylaws, all days shall be counted including Saturdays,
Sundays and holidays, provided however, that if the final day of any time period falls on a
Saturday, Sunday or legal holiday, then the final day shall be deemed to be the next day which is
not a Saturday, Sunday or legal holiday.

12.14 Right to Use Similar Name. The Association hereby irrevocably consents to the
use by any other nonprofit corporation which may be formed or incorporated by Declarant a
corporate name which is the same as or deceptively similar fo the name of the Association
provided one or more words are added to the name of such other corporation to make the name
of the Association distinguishable from the name of such other corporation. Within five (5) days
after being requested to do so by Declarant, the Association shall sign such letters, documents or
other writings as may be required by the Arizona Corporation Commission in order for any other
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nonprofit corporation formed or incorporated by Declarant to use a corporate name which is the
same or deceptively similar to the name of the Association.

12.15 Notice of Violation, The Association shall have the right to Record a written
notice of a violation by any Owner or Occupant of any restriction or provision of this
Declaration, the Articles, the Bylaws, the Association Rules or the Architectural Committee
Rules. The notice shall be executed and acknowledged by an officer of the Association and shall
contain substantially the following information: (a) the name of the Owner or Occupant; (b) the
legal description of the Lot against which the notice is being Recorded; (c) a brief description of
the nature of the violation; (d) a statement that the notice is being Recorded by the Association
pursuant to this Declaration; and (e) a statement of the specific steps which must be taken by the
Owner or Occupant to cure the violation. Recordation of a notice of violation shall serve as a
notice to the Owner and Occupant, and to any subsequent purchaser of the Lot, that there is such
a violation. If, after the Recordation of such notice, it is determined by the Association that the
violation referred to in the notice does not exist or that the violation referred to in the notice has
been cured, the Association shall Record a notice of compliance which shall state the legal
description of the Lot against which the notice of violation was recorded, the Recording data of
the notice of violation, and shall state that the violation referred to in the notice of violation has
been cured or, if such be the case, that it did not exist. Notwithstanding the foregoing, failure by
the Association to Record a notice of violation shall not constitute a waiver of any existing
violation or evidence that no violation exists.

12.16 Disclaimer of Representations. Notwithstanding anything to the contrary herein,
Declarant makes no warranties or representations whatsoever that the plans presently envisioned
for the complete development of the Property can or will be carried out, or that any real property
now owned or hereafter acquired by Declarant is or will be subjected to this Declaration, or that
any such real property (whether or not it has been subjected to this Declaration) is or will be
committed to or developed for a particular (or any) use, or that if such real property is once used
for a particular use, such use will continue in effect. While Declarant has no reason to believe
that any of the restrictive covenants contained in this Declaration are or may be invalid or
unenforceable for any reason or to any extent, Declarant makes no warranty or representation as
to the present or future validity or enforceability of any such restrictive covenant. Any Owner
acquiring a Lot in reliance on one or more of such restrictive covenants shall assume all risks of

the validity and enforceability thereof and by accepting a deed to the Lot agrees to hold
Declarant harmless therefrom.

12.17 Declarant’s Rights. Any or all of the special rights and obligations of Declarant
may be transferred to other Persons, provided that the transfer shall not reduce an obligation nor
enlarge a right beyond that contained herein, and provided, further, that no such transfer shall be
effective unless it is in a written instrument signed by the Declarant and duly Recorded. Nothing
in this Declaration shall be construed to require any Declarant, Designated Builder, or any
successor to develop any of the Annexable Property in any manner whatsoever. Notwithstanding
any provisions contained in this Declaration to the contrary, so long as construction and initial
sale of Lots shall continue, (1) it shall be expressly permissible for Declarant (and any Designated
Builder, to the extent permitted by Declarant) to maintain and carry on upon portions of the
Common Area such facilities and activities as, in the sole opinion of Declarant, may be
reasonably required, convenient or incidental to the construction or sale of such Lots, including,
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but not limited to, business offices, signs, model units and sales offices, and Declarant (and any
Designated Builder, as applicable) shall have an easement for access to such facilities, and (i)
subject to the express grant by Declarant, a Designated Builder may maintain and carry on upon
those Lots which are owned by such Designated Builder, such facilities and activities as may be
reasonably required, convenient or incidental to the construction or sale of such Lots including,
but not limited to, business offices, signs, model units and sales offices. The right to maintain
and carry on such facilities and activities shall include specifically the right to use Lots owned by
Declarant and any clubhouse or community center which may be owned by the Association, as
models, sales offices and other purposes related to Declarant’s sales activities on the Property
and the Annexable Property. Notwithstanding any other provision in this Declaration to the
contrary, this Section may not be amended without the express written consent of Declarant;
provided, however, the rights contained in this Section shall terminate upon the earlier of: (a) ten
(10) years from the date this Declaration is Recorded; or (b) upon Recording by Declarant of a
written statement that all sales activity has ceased.

12.18 Amendments Affecting Declarant Rights. Notwithstanding any other provision of
this Declaration to the contrary, no provision of this Declaration (including, but not limited to,
this Section) which grants to or confers upon Declarant any rights, privileges, easements,
benefits or exemptions (except for rights, privileges, easements, benefits, or exemptions granted
to or conferred upon Owners generally) shall be modified, amended or revoked in any way, so
long as Declarant or a trustee for the benefit of Declarant owns any portion of the Property,
without the express written consent of Declarant.

12.19 Amendments to Articles and Bylaws. Except as otherwise provided in this

Declaration, the Articles and Bylaws may only be amended by following the procedures set forth
therein.

ARTICLE 13

FHA/VA PROVISIONS

13.1  Approvals During Period of Declarant Control. Notwithstanding any other
provision of this Declaration or of any of the other Property Documents to the contrary, during
the period: (a) commencing with the earlier of: (1) the date FHA or VA first approves any
subdivision in the Property for single family residential loan insurance or guarantee programs
offered by FHA or VA; or (i) the date FHA or VA first insures or guarantees a loan on any Lot

within the Property; and (b) ending with the conversion of the Class B membership to Class A
membership:

13.1.1 property which is not included within the Annexable Property shall not be
annexed to the Property without the prior approval of either FHA or VA (except to the extent
such annexation involves only minor adjustments to boundaries of the Property);

13.1.2 neither the Common Area nor any part thereof shall be dedicated without

the prior approval of either FHA or VA (except in connection with minor adjustments to the
boundaries of any Common Area or any other portion of the Property),
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13.1.3 no amendment to this Declaration or to the Articles or Bylaws shall be
effective without the prior approval of either FHA or VA (except to make clerical or technical
corrections); and

13.1.4 the Association shall not dissolved or merged or consolidated with any
other entity without the prior approval of FHA or VA.

13.2  Obtaining Approvals. As to any action required by this Article 13 to be approved
by FHA or VA before becoming effective or before being taken, such action shall be submitted
to FHA or VA for approval, and if the agency whose approval is requested fails to disapprove the
same, by written notice to the Association, Declarant or other Person requesting such approval,
within thirty days after delivery to such agency of the request for approval, the action in question
shall be deemed approved by such agency.

13.3 Definitions. For purposes of this Declaration, the terms “FHA™ means the Federal
Housing Administration (or its successor federal agency), and the “VA” means the Veterans
Administration (or its successor federal agency).

ARTICLE 14
PROVISIONS REGARDING WARRANTIES

14.1 Limited Warranty. Declarant presently intends, but shall not have any obligation
whatsoever, to extend to every original Retail Purchaser who purchases a Dwelling Unit or Lot
in the Property from Declarant a Home Builder’s Limited Warranty (the “Limited Warranty”) in
substantially the form attached hereto as Exhibit C. If Declarant extends a Limited Warranty to
such original Retail Purchaser, a copy of the form of the Limited Warranty issued for the
particular Dwelling Unit or Lot will be available from Professional Warranty Service
Corporation, P. O. Box 800, Annandale, Virginia 22003-0800. Every such original Retail
Purchaser and every successive Owner of such original Retail Purchaser’s Dwelling Unit or Lot
shall be bound by and a beneficiary of: (a) the Limited Warranty (but only to the extent such a
Limited Warranty is actually issued and in effect at the time of the particular claim and with
respect to the particular Dwelling Unit or Lot at issue); and (b) the ADR Provisions (including
the waiver of jury trial). Notwithstanding any other provision of this Declaration (including
attached Exhibits), the provisions of the Limited Warranty, including, without Limitation, its
binding arbitration procedures and its limitation of statutory and common law remedies as
described therein, and the ADR Provisions shall control with respect to every dispute with
Declarant related to or arising out of the Dwelling Unit or the Lot on which it is situated. SAID
LIMITED WARRANTY, WHEN ISSUED, SHALL BE THE ONLY WARRANTY, EXPRESS
OR IMPLIED, MADE BY DECLARANT WITH REGARD TO THE LOTS, AND
DECLARANT DISCLAIMS ALL OTHER WARRANTIES AS MORE FULLY SET FORTH
IN EXHIBIT E TO THIS DECLARATION. This Section shall not be amended without the
written consent of Declarant.

14.2  Common Area Warranty. Declarant presently intends, but shall not have any
obligation whatsoever, to extend to the Association a Common Area Builder’s Limited Warranty
(the “Common Area Warranty™} in substantially the form attached hereto as Exhibit C for some
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or all of the Common Area in the Property. If Declarant extends a Common Area Warranty fo
the Association, a copy of the form of the Common Area Warranty issued for the Common Area
(or portions thereof) will be available from Professional Warranty Service Corporation, P. O.
Box 800, Annandale, Virginia 22003-0800. The Association shall be bound by and a beneficiary
of: (a) the Common Area Warranty (but only to the extent such a Common Area Warranty is
actually issued and in effect at the time of the particular claim and with respect to the particular
portion of the Common Area at issue); and (b) the ADR Provisions (including the waiver of jury
trial). Declarant’s election to provide and be subject to the Common Area Warranty is in
consideration of Declarant’s and Association’s agreement to the ADR Provisions (including the
waiver of jury trial). Notwithstanding any other provision of this Declaration (including the
attached Exhibits), the provisions of the Common Area Warranty, including, without limitation,
its binding arbitration procedures and its limitation of statutory and common law remedies as
described therein, and the ADR Provisions, shall control with respect to every dispute with
Declarant related to or arising out of the Common Area. SAID LIMITED WARRANTY,
WHEN ISSUED, SHALL BE THE ONLY WARRANTY, EXPRESS OR IMPLIED, MADE
- BY DECLARANT WITH REGARD TO THE COMMON AREA, AND DECLARANT
DISCLAIMS ALL OTHER WARRANTIES AS MORE FULLY SET FORTH IN EXHIBIT E
TO THIS DECLARATION. This Section shall not be amended without the written consent of
Declarant. '

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the undersigned have executed this Declaration as of the day
and vyear first set forth above.

DECLARANT:

STANDARD PACIFIC OF ARIZONA, INC., a
Delaware ¢ ration

By:

Oi’Stephen M. Troth

Its: Vice Presideht .-
ot

By / !
Bric/Weitz
Its: s o s g
ViCe Yresiaent
STATE OF ARIZONA )
‘ } ss.
County of Maricopa )
On this /7[ day of June, 2013, before me, the undersigned ofﬁcer personally
appeared S(Ciff’hd:m ). o , the V; £ Freli and
Eric. (et ,the Viee. PﬁéS! dent— of Standard Pacific of

Arizona, Inc., a Delaware corporation, and that they, being authorized so to do, executed the
foregoing instrument for the purposes therein contained.

IN WITNESS WHEREOF, I hereunto set my hand and official seal.

%@r

ry Public

My commission expires: 7 / {0 l/ 70! (p NotaFYPuinc tae oan' a

Maricopa County

Loree Rebinson
My Conrission Expires 0710/2016
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EXHIBIT A
Legal Description of the Property

Lots 1 through 7, inclusive, Lots 23 through 70, inclusive, Lots 73 through 84, inclusive, and
Tracts A through K, inclusive, of Blossom Hills Two, according to the Plat of record in the
Office of the County Recorder of Maricopa County, Arizona, recorded as Book 902 of Maps,

Page 14 and Affidavit of Correction recorded in Instrument No. 2007-978614 of Official
Records




EXHIBIT B
Annexable Property

Lots 8 through 22, inclusive, Lot 71 and Lot 72, of Blossom Hills Two, according to the Plat of
record in the Office of the County Recorder of Maricopa County, Arizona, recorded as Book 902

of Maps, Page 14 and Affidavit of Correction recorded in Instrument No. 2007-978614 of
Official Records ‘




EXHIBIT C

LIMITED WARRANTY

(see attached)




HOME BUILDER’S LIMITED WARRANTY

Administered by Professional Warranty Service Cerporation ("PWC™)

Section |.

Section I
Section L.
Section IV.
Section V.
Section V1.

Section VII.

Secfion VI

Secfion IX.

TABLE OF CONTENTS

Introduction

Warranty Coverage

OUR Warranty Obligations
Homeowner Maintenance Obligations
Coverage Limitations

Exclusions

Procedure to Reguest US To Periorm
Under This LIMITED WARRANTY
Binding Arbitration Procedure
Generat Conditions

Definitions

Binding Arbitration Request Form

Subsequent Home Buyer Acknowiedgment and Transfer Form

THIS AGREEMENT CONTAINS A BINDING ARBITRATION PROVISION, WHICH
MAY BE ENFORCED BY EITHER PARTY
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Throughout this HOME BUILDER'S LIMITED WARRANTY, referred io hereinafter as the “LIMITED
WARRANTY”, the words “YOU” and "YOUR” refer to the HOMEOWNER, including any subsequent
owners, and, where applicable, a HOMEOWNERS ASSOCIATION. The words "WE", "US" and "OUR”"
refer to the BUILDER. The other words and phrases which appear in boldface uppercase type aiso have
special meaning. Refer to the Section IX. Definitions, so that YOU will understand the ferminoiogy
applicable to this LIMITED WARRANTY.

This LIMITED WARRANTY establishes an agreed method for determining when a CONSTRUCTION
DEFECT exists and a clear understanding of OUR responsibilities for remedying any such
CONSTRUCTION DEFECT. This LIMITED WARRANTY also helps distinguish a CONSTRUCTION
DEFECT that is OUR responsibility from those minor imperfections that can reasonably be expected in a
HOME or the COMMON ELEMENTS, cr that result from normal wear and tear or the neglect of routine
HOMEOWNER or HOMEOQWNERS ASSOCIATION maintenance responsibilities.

This LIMITED WARRANTY contains the procedures YOU must use to notify US of a conditicn in YOUR
HOME or the COMMON ELEMENTS which YOU believe may constitute a CONSTRUCTION DEFECT. In
the event a condition occurs in the HOME or the COMMON ELEMENTS that YOU believe may constitute
a CONSTRUCTION DEFECT, YOU agree to submit any request for warranty performance in accordance
with the procedure described in this LIMITED WARRANTY, Based on the information YOU provide and,
where WE deem it necessary, information obtained from QUR onsite investigation, inspection and/or
testing of the HOME or the COMMON ELEMENTS, WE will determine whether WE agree with YOU that
the condition constitutes a CONSTRUCTION DEFECT. If WE determine that the condition reported by
YOU is 2 CONSTRUCTION DEFECT, WE will remedy the condition in accordance with the remedies
prescribed in this LIMITED WARRANTY. WE will make this determination in accordance with Section I,
OUR Warranty Obligations, contained in this LIMITED WARRANTY.

THIS LIMITED WARRANTY PROVIDES THAT ANY AND ALL CLAIMS AND
DISPUTES BETWEEN YOU AND US WHICH YOU AND WE ARE UNABLE TO
RESOLVE BY MUTUAL AGREEMENT, SHALL BE RESOLVED SOLELY AND
EXCLUSIVELY THRQUGH FINAL AND BINDING ARBITRATION IN ACCORDANCE
WITH _THE TERMS AND PROCESS DESCRIBED WITHIN THIS DOCUMENT. BY
THIS AGREEMENT, BOTH YOU AND WE ARE WAIVING THE RIGHT TO LITIGATE
DISPUTES IN COURT.

To the extent permitted by law, all express or implied warranties other than this LIMITED WARRANTY,
including any oral or written staterent or representation made by US or any other person, and any
implied warranty of habitability, merchantability or fitness for a particular purpcse, are hereby disclaimed
by US and are waived by YOU. YOUR only remedy in the event of a CONSTRUCTION DEFECT in or to
the HOME or the COMMON ELEMENTS or to the real property on which the HOME or the COMMON
ELEMENTS is situated is that provided to YOU under this LIMITED WARRANTY.

Enclosed with this LIMITED WARRARNTY is a Limited Warranty Validation Form. The Limited Warranty
Validation Form is a part of the LIMITED WARRANTY and provides the dates on which the warranty

coverage period begins and expires. It is important that this form be retained with the LIMITED
WARRANTY.

WE have contracted with PWC for certain administrative services relative to this LIMITED WARRANTY.
PWC’s sole responsibility is to provide administrative services as set forth herein. Under no

circumstances or conditions is PWC responsible for fulfilling OUR obligaticns under this LIMITED
WARRANTY. :

There may be instances where an additional PWC administered Builder's Limited Warranty is issued
together with this LIMITED WARRANTY. If both of these warranties are issued to YOU, YOU agree to
request warranty performance under either warranty relative to warrantable issues on the HOME or the
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COMMON ELEMENTS. YOU may not collect twice relative to the same issue.

If any provisicn of this LIMITED WARRANTY is determined to be unenforceable, such a determination
will not affect the remaining provisions. |f this LIMITED WARRANTY or any provision herein is
determined to be unenforceable as to a HOMEOWNERS ASSOCIATION or a specific HOMEOWNER,
such a determination will not affect the enforceability of this LIMITED WARRANTY or such provision as to
any other HOMEOWNERS ASSOCIATION or any other HOMEOWNER. Any dispute as to the
enforceability of any provision of this LIMITED WARRANTY, including any dispute as to the scope or
enforceability of the arbitration provision contained herein, shall be determined by binding arbitration as
provided for in this LIMITED WARRANTY.

I. Warranty Coverage

Coverage under this LIMITED WARRANTY is expressly limited to CONSTRUCTION DEFECTS which
occur during the WARRANTY PERIOD indicated on the Limited Warranty Validation Form and which are
reported by YOU in accordance with the notification requirements of Section V1. Procedure to Request
US To Perform Under This LIMITED WARRANTY. OUR obligations under this LIMITED WARRANTY
apply to workmanship actually performed and materiais actually installed in the HOME or the COMMON
ELEMENTS. Any failure by US to complete construction of the HOME or COMMON ELEMENTS, where

such failure is apparent and cbvious, i5 not covered by this LIMITED WARRANTY and is not a
CONSTRUCTION DEFECT.

During the WARRANTY PERIOD indicated on the Limited Warranty Validation Form, WE warrant that the
HOME and the COMMON ELEMENTS will be free of CONSTRUCTION DEFECTS. OUR obligation to
perform under this LIMITED WARRANTY requires that WE must receive written notice from YOU of the
alleged CONSTRUCTION DEFECT as soon as reasonably possible after YOU become aware of a
CONSTRUCTION DEFECT but not later than thirty (30) days afier the expiration of the coverage.
Telephonic or face-to-face discussion is not a substitute for required written notice and will not protect
YOUR rights under this LIMITED WARRANTY (see Section VI. Procedure to Request US To Perform
Under This LIMITED WARRANTY).

Il. OUR Warranty Obligations

Upen OUR timely receipt of written notice from YOU alleging a CONSTRUCTION DEFECT during the
WARRANTY PERIOD, WE, or parties acting cn OUR behalf, will, where WE deem i necessary, inspect,
investigate and/or test (including destructive festing) the conditicn alleged o be a CONSTRUCTION
DEFECT. If WE determine that a CONSTRUCTION DEFECT exists, WE, or parties acting on OUR
behalf, will (1) repair or replace the CONSTRUCTION DEFECT, (2) pay to YOU the actual amount i
would cost US to repair or replace the CONSTRUCTION DEFECT, or (3) pay to YOU an amount equal to
the diminution in fair market value caused by the uncorrected CONSTRUCTION DEFECT. Subject to the
limitations described in Section IV. Coverage Limitations, if the HOME is rendered temporarily
uninhabitable by a CONSTRUCTION DEFECT or by work necessary to repair a CONSTRUCTION
DEFECT, WE shall pay the reasonable cost for YOUR altemate shelter until the HOME is restored to a
habitable condition. Additionally, in connection with OUR remedy of a CONSTRUCTION DEFECT, and
subject to the limitations describad in Section IV. Coverage Limitations, WE shall repair, replace or pay
the reasonable cost for:

¢« Those surfaces, finishes and coverings that are part of the HOME and that are damaged
directly by a CONSTRUCTION DEFECT or that are damaged in the course of QUR
repair of a CONSTRUCTION DEFECT.
¢ Home furnishings, carpet or personal property damaged directly by the CONSTRUCTION
DEFECT.
The decision fo repair, replace, or to make payment in lieu of repair or replacement is at OUR or OUR
authorized representative’s sole discretion. These remedies are OUR only obligations under this LIMITED
WARRANTY.
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A, Standards By Which the Existence of a CONSTRUCTION DEFECT Will Be Determined:

The following factors will be considered in determining whether a condition constitutes a
CONSTRUCTION DEFECT. If WE dispute the existence of a CONSTRUCTION DEFECT and
that dispute is submitted to binding arbitration, the parties agree these same factors will be
considered by the arbitrator:

1. Any performance standards, tolerances or guidelines contained in documents provided to
YQOU by US at or prior to closing on the HOME or, in the case of a HOMEOWNERS
ASSOCIATION, prior to transferring title or control to all the COMMON ELEMENTS. In
the absence of a specific standard, tolerance or guideline in the documents for a
condition occurring during the first year of the WARRANTY PERIOD, the Residential
Construction Performance Guidelines published by the National Association of Home
Builders, in effect at the time of construction of the HOME or, in the case of the
HOMEQWNERS ASSOCIATION, at the time of construction of the COMMON
ELEMENTS, shall apply. If nc specific standard tolerance or guideline is contained in any
of the documents identified above, generally accepted iocal building practices and
standards shall apply;

2. Consideration as to whether the condition:

= materially affects the structural integrity of the HOME or COMMON ELEMENTS; or

s has an obvious and material negative impact on the appearance of the HOME or
COMMON ELEMENTS; or

« jeopardizes the life or safety of the occupantis of the HOME or the users of the
COMMON ELEMENTS; or

= results in the inability of the HOME or a COMMON ELEMENT to provide the functions
that can reasonably be expected in such a HOME or COMMON ELEMENT.

3. Consideration as to whether a condition is the resulf of normal wear and tear. Conditicns

that are normal wear and tear, or that are caused by normal wear and tear are not
CONSTRUCTION DEFECTS; ‘

4. Consideration as to whether the condition was caused by, or in any way resulted from,
the failure of the HOMEOWNER or HOMEOWNERS ASSOCIATION to perform normal
or routine maintenance. Any condition that is determined to be a HOMEOWNER or
HOMEOWNERS ASSOCIATION maintenance issue, or any condition that results from
improper or inadequate HOMEOWNER or HOMEOWNERS ASSOCIATION
maintenance, is not a CONSTRUCTION DEFECT,;

5. Consideration as to whether the condition was caused by persons or entities other than
US or someone acting on QGUR behalf, Damage caused by persons or entities other than
US or someone acting on OUR behalf is not a CONSTRUCTION DEFECT. For example,
a large, visible scratch on marble tile in the entry foyer that was not noted in the pre-
closing walk through inspection, but was reported after furniture was moved info the
HOME, will not be considered a CONSTRUCTION DEFECT,;

6. Recognition that any condition resulting directly or indirectly from or worsened by
changes, additions, alterations or cther actions or omissions by persons or entities other
than US or someone acting on OUR behaif, will not be considered a CONSTRUCTION
DEFECT (this includes, for exampie, changes to the topography, drainage or grade of the
property); :

7. Any Exclusions contained in this LIMITED WARRANTY.

PWC FORM NO. 117 Rev. 01/2007 4




[li. Homeowner Maintenance Obligations

Maintenance of the HOME and the COMMON ELEMENTS is YOUR responsibility. All homes and
common elements require periodic maintenance to prevent premature deterioration, water intrusion, and
to ensure adequate performance of the SYSTEMS. WE will make a "Homeowner Mainienance Manual” or
similar publication available to YOU upon request. Whether from this document or others that are readily
available to YOU, YOU must understand and perform the maintenance that the HOME and COMMON
ELEMENTS require. WE are not responsible for HOME or COMMON ELEMENTS maintenance issues or
for damage that results from YOUR failure to maintain the HOME or the COMMON ELEMENTS.

IV. Coverage Limitations

Surfaces, finishes and coverings in the HOME which require repair due to damage caused by a
CONSTRUCTION DEFECT, or such damage caused in the course of OUR repair of a CONSTRUCTION
DEFECT, shall be repaired and restored to approximately the same condiiion as existed prior to the
CONSTRUCTION DEFECT, buf not necessarily to a like new condition. When repairing or repiacing
surfaces, finishes and coverings, the repair or replacement wil] attempt to achieve as close a match with
the original surrounding areas as is reasonably pessible, but an exact match cannot be guaranteed due to
such factors as fading, aging and unavailability of the same materials.

Home furnishings, carpet or perscnal property damaged by a CONSTRUCTION DEFECT shall be
repaired or replaced at market value of the item at the time of damage. “Market value" shall mean the
amount it would cost to repair or replace the damaged item with material of like kind and quality, less
allowance for physical deterioration and depreciation, including obsolescence.

Alternate shelter during such time as the HOME is uninhabitabie due to a CONSTRUCTION DEFECT or

uninhabitable during work to repair a CONSTRUCTION DEFECT, shall be limited to those shelter costs
expressly pre-approved by US or OUR designated representative.

V. Exclusions
A, This LIMITED WARRANTY does not cover:

1.  Any loss or damage resulting, either directly or indiractly, from the following causes, or cccurring
in the following situations:

a. Fire {unless caused by a CONSTRUCTION DEFECT),

b. Lightning;

c. Explosion (unless caused by a CONSTRUCTION DEFECT);

d. Rict and Civil Commotion;

e Smoke (uniess resulting from a CONSTRUCTION DEFECT);

f. Hail;

g. Aircraft;

h. Falling Objects;

i. Vehicles;

J- Floods;

k. Earthquake;

i. Landslide or mudslide originating on property other than the site of the HOME or the
CONMMON ELEMENTS or other property developed by the BUILDER,

m. Mine subsidence or sinkholes;

M. Changes in the underground waler table not reascnably foreseeable by the BUILDER,

Q. Voleanic eruption; expiosion or effusion;

p. Wind including:

(iy. Gate force winds;
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(ii}. Hurricanes;

(iii). Tropical storms;

(iv}. Ternadoes;

{v). Rain or water intrusion or moisture within the HOME resulting from any wind forces

described in p. (i} — (iv) above.
g. Insects, animals or vermin;
Changes to the grading of the ground, or the installation or alteration of improvements b
such as cdrain or gutter outlets by anyone other than US or OUR agents, or :
subcontractors which results in surface drainage towards the HOME, or other improper
drainage that permits water to pond or become trapped in localized areas or against the

-

foundation; i
s. Changes, additions, or alterations made to the HOME or the COMMON ELEMENTS by :
anyone after the WARRANTY PERIOD begins, except those made or authorized by US;
t Any defect in material or workmanship supplied by anyone other than US or OUR

agents, or subcontractors, including any loss or damage to the HOME or the COMMON |
ELEMENTS resuiting from material or workmanship supplied by anyone other than US
or OUR agents, or subcontractors;

u. Improper maintenance, negligence or improper use of the HOME or the COMMON
ELEMENTS by YOU or anycne other than US that results in rot, dry rot, moisture, rust,
mildew or any other damage; ' :

V. Dampness or condensation due to YOUR failure to maintain adequate ventilaticn; .
W, Damage resulling from the weight and/or performance of any {ype of waterbed or other |
furnishings which exceeds the load-bearing design of the HOME or the COMMON 3
ELEMENTS: :
X. Normal wear and tear or normal detericration of maierials; :
Y. Economic damages due fo the HOME’S or the COMMON ELEMENTS’ failure o meet

expectations of the HOMEOWNER or HOMEOWNERS ASSOCIATION. |

2. Any loss or damage resulting from the actual, alleged or threatened discharge, dispersal, release ;
or escape of POLLUTANTS. WE will not cover costs or expenses arising from the |
uninhabitability of the HOME or the COMMON ELEMENTS or heaith risk due to the proximity of
POLLUTANTS. WE will not cover costs, or expenses resulting from the direction of any
governmental entity to test, clean-up, remove, freat, contain or monitor POLLUTANTS;

3. Any loss or damage resulting from the effects of electromagnetic fields (EMF's) or radiation;

4. Any damage to personal property that does not result from a CONSTRUCTION DEFECT,;

5. Any CONSEQUENTIAL OR INCIDENTAL DAMAGES;

8. Ary CONSUMER PRODUCTS;

7. Any CONSTRUCTION DEFECT as to which YOU have not taken timely and reascnable steps to
protect and minimize damage after WE or OUR authorized represeniative have provided YOU

with authorization to prevent further damage;

8. Any damage to the extent it is incurred after or as a result of YOUR failure to notify US in the
manner and time required under this LIMITED WARRANTY;

9. Any costs or obligations paid ¢or incurred by YOU in violation of Section V1. C, below;
10.  Any non-conformity with local building codes, regulations or requirements where the condition
does not meet the definition of a CONSTRUCTION DEFECT. While WE acknowledge OUR

responsibility 1o build in accordance with applicable building codes, this LIMITED WARRANTY
does not cover building code violations in the absence of a CONSTRUCTION DEFECT;
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11.  Any deviation from plans and specifications where the condition does not meet the definition of a
CONSTRUCTION DEFECT.

B. OUR LIMITED WARRANTY does not cover any CONSTRUCTION DEFECT which would not
have occurred in the absence of one or more of the excluded events or conditions listed in the
Exclusions above, regardless of:

1. The cause of the excludad event or conditicn;
2. Other causes of the loss or damage; or
3. Whether other causes acted concurrently or in any seguence with the excluded event or condition

te produce the loss or damage.

VIi. Procedure to Request US To Perform Under
This LIMITED WARRANTY

If YOU become aware of a condition that YOU believe is a CONSTRUCTION DEFECT under this
LIMITED WARRANTY, YOU have the following responsibilities;

A. Notification

YOU must notify US in writing as soon as reasonably possible after YOU become aware of a condition
that YOU believe may constitute a CONSTRUCTION DEFECT, but in no event may YOUR written notice
of a CONSTRUCTION DEFECT or YOUR written request for warranty perforrmance be received by US
later than thirty (30} days after this LIMITED WARRANTY has expired. This extended period for providing
notice of a CONSTRUCTION DEFECT shall not operate to extend the WARRANTY PERIOD.

If the written notice is received by US more than thirty (30) days afier the expiration of this LIMITED
WARRANTY, WE shall have no obligation to remedy the CONSTRUCTION DEFECT. Because of the
importance of this written notice requirement, WE recommend that notice always be sent by Certified
Mail, return receipt requested, in order to establish a record.

B. Cooperate With US

YOU must give US and any third parties aciing on CUR behalf reasonable help in inspecting,
investigating, testing (including destructive testing), monitoring, repairing, replacing or otherwise
correcting an alleged CONSTRUCTION DEFECT. Help includes, but is not Himited to, granting
reasonable access to the HOME or COMMON ELEMENTS for the forgoing purposes. 1If YOU fail to
cooperate or provide US reasonable access to the HOME or COMMON ELEMENTS, WE will have no
further obligation under this LIMITED WARRANTY.

C. Do Not Make Voluntary Payments

YOU agree not to make any voluntary payments or assume any obligations or incur any expenses for the
remedy of a condition YOU believe is a CONSTRUCTION DEFECT without prior written approval from
US, or other parties authorized to act on OUR behalf. WE will not reimburse YOU for costs incurred
where YOU did not obtain prior written approval.

However, YOU may incur reasonable expenses in making repairs in an EMERGENCY CONDITION
without prior written approval, provided the repairs are solely for the protection of the HOME or COMMON
ELEMENTS from further damage or to prevent an unsafe living condition and provided YOU natify US as
soon as is reasonably possible. Te obtain reimbursement for repairs made during an EMERGENCY
CONDITION, YOU must provide US with an accurate written record of the repair costs.
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D. Sign A Release

When WE or a third party acting cn OUR behalf have comgleted repairing, replacing or paying YOU as to
any CONSTRUCTION DEFECTS and related damage covered by this LIMITED WARRANTY, YOU may
be requested fo sign a full release of OUR obligation for the CONSTRUCTION DEFECTS. The release
shall be applicable to the CONSTRUCTION DEFECTS and shail not prevent YOU from notifying US
should YOU become aware of a subsequent CONSTRUCTION DEFECT.

E. If YOU Disagree With US

If YOU believe WE have not satisfactorily responded to YOUR request for warranty performance or
satisfactorily worked with YOU to resolve any other ciaim or dispute between YOU and US, YOU should
provide written notice to PWC requesting Mediation. Upon PWC’s receipt of written notice from YOU,
PWC may review and mediate YOUR request. PWC may communicate with YOU, U8, and any other
individuals or entities that PWC believes may possess relevant information. I after forty-five (45) days,
PWC is unable to successfully mediate YOUR claim or dispute, or at any earlier time when PWC
determines that YOU and WE are at an impasse, PWC will notify YOU that YOUR request remains
unresolved and that YOU may elect to initiate binding arbitration. Binding arbitration as described in the
following section is the sole remedy for the resolution of dispules between YOU and US.

VIl. Binding Arbitration Procedure

Following commencement of the WARRANTY PERIOD, any claim, controversy or dispute (hereafter
collectively referred fo as “dispuie”) between YOU and US, or parties acting on YOUR or OUR behalf,
including PWC, and any successor, or assigh of either YOU or US, which relates to or arises from this
LIMITED WARRANTY, or the design or constructicn of the HOME or the COMMON ELEMENTS, or the
sale of the HOME or transfer of fitle to the COMMON ELEMENTS, will be resolved solely by binding
arbitration and not through litigation in court before a judge or jury. This agreement to arbitrate is
intended to inure to the benefit of, and be enforceable by, OUR confractor, subcontractors, agents,
vendors, suppiiers, design professionals, materialmen, and any of QUR direct or indirect subsidiaries or
rejated entities alleged to be respeonsible for any CONSTRUCTION DEFECT. Dispufes subject to binding
arbitration include, but are not limited to:

A. Any disagreement that a condition in the HOME or the COMMON ELEMENTS is a
CONSTRUCTION DEFECT;

B. Any disagreement as to the method or scope of repair reguired to comrect a
CONSTRUCTION DEFECT or whether a CONSTRUCTION DEFECT has been
corrected in compliance with this LIMITED WARRANTY;

C. Any alleged breach of this LIMITED WARRANTY:

D. Any alleged violation of consumer protection, unfair trade practice, or any other statute;

E. Any aliegation of negligence, strict liability, fraud, and/or breach of duty of good faith, and
any other claims arising in equity or from common law;

F. Any dispute concerning the interpretation of this arbitration provision or the arbitrability of
any issue;

G. Any dispute concerning the timeliness of OUR performance and/or YOUR notifications

under this LIMITED WARRANTY;

H. Any dispute as to the payment or reimbursement of the arbitration filing fee;
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. Any dispute as io whether this LIMITED WARRANTY, or any provision hereof, including,
but not limited to, this arbitration clause and any waiver hereunder, is enforceable;

J. Any other claim arising out of or relating to the sale, design or construction of YOUR
HOME cr the COMMON ELEMENTS, including, but not fimited o any claim arising out
of, relating to or based on any imphed warranty or claim for negligence or strict liability
not effectively waived by this LIMITED WARRANTY.

The arbitration shall be conducted by DeMars and Associates, Ltd. (www.demarsassociates.com)
pursuant to its Construction Arbitration Program (*CAP™), or by such other neutral, independent arbitration
service that PWC shall appoint. If YOU object fo the arbitration service appointed by PWC, YOU must so
inform PWC, in writing, within ien {10} days of YOUR receipt of PWC’s written notice informing YOU of
the appointed arbitration service. PWC will then appoint an alternative neutral arbitration service provider.
If YOU object to this alternative provider and if YOU and WE are unable o agree on another alternative,
then either party may, pursuant tc the applicable provisions of the Federai Arbitration Act (9 U.S.C.§ 1, et
seq.), apply to a court of competent junsdiction to designate an arbitration service provider, which
designation shall be binding upon the parties. Selection of the arbitrator shall be the responsibility of the
appointed arbitration service. The rules and procedures of the arbitration service, including its rules and
procedures pertaining to its selecticn of the arbitrator who wilt conduct the arbitration, that are in effect at
the time the request for arbitration is submitted will be followed unless the parties expressly agree
otherwise. PWC will obtain and provide to YOU and US, upon requesi, the rules and procedures of the
arbitration organization appointed to administer the arbitration. The arbitration service finally appointed or
designated as aforesaid shall administer the arbitration of any and all disputes required to be joined under
the law.

This arbitration agreement is made pursuant to a transaction involving interstate commerce, and shall be
governed by and interpreted under the Federal Arbitration Act now in effect and as it may be hereafter
amended (the “FAA") to the exclusion of any inconsistent state law, regulation or judicial decision. The

award of the arbitrator shall be final and binding and may be entered as a judgment in any court of
competent jurisdiction,

Each party shall bear ifs own atiorney’s fees and costs (including expert’s costs) for the arbitration. If YOU
initiate the arbitration request, the arbitration filing fee and other fees charged by the arbitration service
shall be divided and paid equally by YOU and US, unless YOU and WE have otherwise agread in writing
to a different allocation. If WE initiate the request for arbitration, WE shall pay the entire arbitration filing
fee as well as ali other fees charged by the arbitration service.

As part of any arbitration award, the arbitrator may, at his/her discretion, direct that WE reimburse YOU
some or all of the arbitration filing fee and other arbitration fees YOU paid fo the arbitration service, but
under no circumstances shall YCOU be required to reimburse US any portion of the arbitration filing fee
and other arbitration fees WE paid,

Arbitration filing fees and other arbitration fees vary among arbitration service providers. Before
submitting a Binding Arbitration Request Form, YOU may contact PWC to obtain information on the fees
charged by the appointed arbitration service provider. The arbitration service's filing fee and other
arbitration fees in effect at the time arbitration is requested shall apply.

The process for initiating arbitration is described below.

Step 1 The Initiating Party Compietes A Binding Arbitration Request Form And Mails 1t To PWC Along
With Their Share Of The Arbitration Filing Fee. A Binding Arbitration Request Form is atiached to
this LIMITED WARRANTY. YOUR Binding Arbitration Request Form must be received by PWC
no later than ninety (90) days afier the WARRANTY PERIOD expires. Please Note that while
YOU have ninety (90) days after the WARRANTY PERIOD expires to file for arbitration, this time
period does not extend the WARRANTY PERIOD for CONSTRUCTION DEFECTS. Additionally,
no investigation, inspection, testing, repair, replacement, or payment, nor any promise of same by
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Step 2

Step 3

Step 4

US under this LIMITED WARRANTY, nor any dispute resoluticn efforts, shail extend the term of
this LIMITED WARRANTY or extend or toll any statutes of limitations or any of YOUR rights or
remedies. :

The Arbitration Service Will Arrange For The Arbitration. The arbifrator or arbitration organization
will notify YOU and US of the time, date and location of the arbitration hearing. if the dispute
involves the allegation of a CONSTRUCTION PEFECT or OUR performance under this LIMITED
WARRANTY, most often the hearing will be conducted at the HOME cr, if applicable, the location
of the COMMON ELEMENTS. Other disputes between YOU and US that are subject to
arbitration, but which do not include 2 CONSTRUCTION DEFECT claim, may be scheduled for
hearing at the HOME or another location within the county where the HOME is located. In
scheduling the hearing the arbitrator will set a time and date that is reasonably convenient to all
the parties.

The Arbitration Hearing. The pasties at the arbitration hearing will include the arbitrator, YOU, US
and/or a third party designated by YOU or US or acting on YOUR or OUR behalf. Any party fo
the proceeding may be represented at the hearing. All persons who are parties to the arbitration,
as weli as representatives and wilnesses, are entitled to atiend hearings.

After evidence is presented by YOU, US or YOUR or OUR representatives, a decision will be
rendered by the arbitrator. The decision is final and binding on YOU and US. The arbitrator may
grant any remedy, including statutory remedies, and cther relief that the arbitrator deems just and
equitable and within the scope of this LIMITED WARRANTY or other applicable agreements.

The arbitrator will decide any dispute between the parties, as described above. Where a
CONSTRUCTION DEFECT is alleged, the arbifrator will determine whether the alleged
CONSTRUCTION DEFECT exists and whether it is OUR responsibility. If the arbitrator finds US
responsible for a CONSTRUCTION DEFECT, WE shall be obligated to perform in accordance
with OUR Warranty Obligations as described in Section I above.

In connection with 2 CONSTRUCTION DEFECT dispute, the arbitraior retains jurisdiction and
authority to decide any dispute as fo the required scope of repair and the cost to repair the
CONSTRUCTION DEFECT. In deciding such disputes, the arbitrator considers the terms of this
LIMITED WARRANTY, any third-party evaluations, binding bids for repair work supplied by either
of the parties, any estimates of diminished fair market value, and such other information
submitted by the parties and deemed relevant by the arbitrator. Except where otherwise directed
by the arbitrator's award, the decisicn to repair, replace, or to make payment to YOU in jieu of
repair or replacement is at OUR or OUR authorized representative’s sole option. The arbitrator
will also render a decisicr as to any other claims, disputed matters or issues stated in the Binding
Arbitration Reguest Form. '

OUR Arbitration Performance Qbligaticns. |f an arbitrator concludes that WE are responsible for
a CONSTRUCTION DEFECT, WE will perform in accordance with the arbitrator's decisicn within
sixty (60) days from the date of the award or such greater time as may be allowed by the
arbitrator's decision. Delays caused by circumstances beyond OUR or QUR representative’s
control shall be excused.

Step 5 Disputes As To Compliance With The Award. If there is any dispute as to OUR compliance with

an arbitrator's award, either party shall so inform PWC in writing at its mailing address specified in
this LIMITED WARRANTY. PWC will mediate this dispute and if it cannot be resolved, either
party may request a compliance inspection arbitration to decide the question of compfiance with
the arbitration award. If it is determined that WE have not properly performed, WE will be
obligated to immediately comply. As with the original arbitration award, any such subsequent
arbitration rulings shall be enforceabie by any court of competent jurisdiction.

PWC FORM NO. 117 Rev. 01/2007 10




VIil. General Conditions
A, Separation of This LIMITED WARRANTY From The Contract Of Sale

This LIMITED WARRANTY is separate and independent of the contract between YOU and US
for the construction and/or sale of the HOME or transfer of the COMMON ELEMENTS. Except as
otherwise expressly provided herein, the provisions of this LIMITED WARRANTY shall in no way
be restricted or expanded by anything contained in the construction and/or sales contract or other
documents between YOU and US.

B. Transfer to Subsequent HOMEOWNERS

This LIMITED WARRANTY, subject to all of its terms and conditions, including, but not limited to,
its mandatory binding arbitration provision, will transfer to new owners of the HOME for the
remainder of the WARRANTY PERIOD. YOU agree to provide this LIMITED WARRANTY to
any subsequent purchaser of the HOME as a part of the contract of sale of the HOME. Please
see the form “SUBSEQUENT HOME BUYER ACKNOWLEDGEMENT AND TRANSFER"
contained at the end of this document.

C. Transfer of Manufacturef's Warranties

WE assign to YOU zll the manufacturer's warranties on all appliances, fixtures and items of
equipment thai WE installed in the HOME, Should an appliance or ifem of equipment malfunction
YOU must foliow the procedures set forth in that manufacturer's warranty to correct the problem.
OUR obligation under this LIMITED WARRANTY is limited io the workmanlike installation of such

appliances and equipment. WE have no obligation for appliances and equipment defined as
CONSUMER PRODUCTS.

D. Recovéry Righis

If WE or a third party designated by US or acting on OUR behalf repairs, replaces or pays the
cost to repair or replace CONSTRUCTION DEFECT, or other related damage to the HOME or
the COMMON ELEMENTS covered by this LIMITED WARRANTY, or i{f WE elect to pay the
diminished market value of the HOME in lieu of repair or replacement of a CONSTRUCTION
DEFECT, WE are then entitled, to the extent of OUR cost or payment, to take over YOUR related
rights of recovery from other people and entities, including but not limited to, other warranties and
insurance. YOU have an obligation not to make it harder for US to enforce these rights. YOU

agree to sign any papers, deliver them fo US, and do anything else that is necessary to help US
exercise OUR rights.

E. General Provisions

1. If any provision of this LIMITED WARRANTY is determined to be unenforceable, such a
determination will not affect the remaining provisions. If this LIMITED WARRANTY or any
provision herein is determined to be unenforceable as to a HOMEOWNERS ASSOCIATION or a
specific HOMEOWNER, such a determination will not affect the enforceability of this LIMITED
WARRANTY or such provision as o any other HOMEOWNERS ASSOCIATION or any other
HOMEOWNER. The issue of enforceability, as weil as all other issues, will be determined by
Binding Arbitration as provided for in this LIMITED WARRANTY.

2. This LIMITED WARRANTY and the binding arbitraticn process are binding on YOU and US. ltis
also binding on YOUR and OUR heirs, executors, administrators, successors, and assigns.

3. As may be appropriate, the use of the plural in this LIMITED WARRANTY includes the singular,
and the use of one gender includes all genders.
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iX. Definitions

BUIL.DER means the indivigual, partnership, corporation or other entity which participates in the Warranty
Program administered by the Professicnat Warranty Service Corporation and provides YOU with this
LIMITED WARRANTY. Throughout this document the BUILDER is also referred to as "WE", "US" and
!IOURII.

COMMON ELEMENTS means the property as specified in the recorded Covenants, Conditicns and
Restrictions as commen area and any other property as fo which the HOMEOWNERS ASSQOCIATION
has standing under the law to make a claim. This may include, but is not limitad to, strests, slopes, the
structure or components of enclosure or other paris of the HOME, corridors, lobbies, vertical
transportation elements, rooms, baiconies, clubhouses or other spaces that are for the common use of
the residents of the develcpment in which the HOME is located. SYSTEMS serving two or more HOMES,
and the outbuildings that contain parts of such SYSTEMS are also included in this definition.

CONSEQUENTIAL OR INCIDENTAL DAMAGES means any loss or injury other than:

A OUR cost to correct a CONSTRUCTION DEFECT including the correction of those
surfaces, finishes and coverings damaged by the CONSTRUCTION DEFECT,

B OUR cost to repair or replace, at market value, furniture, carpet or personal property
damaged by the CONSTRUCTION DEFECT,

C. QUR cost to repair damage to the HOME which occurs in the course of OUR repair or
replacement of 2 CONSTRUCTION DEFECT;

D The reasonzble cost of the HOMEOWNER'S alternative shelter when the HOME is
temporarily unhabitable due to a CONSTRUCTION DEFECT and while the HOME is
rendered uninhabitable by the work necessary to repair a CONSTRUCTION DEFECT.

Time YOU take off from work andior YOUR inability to work from the HOME as a result of a
CONSTRUCTION DEFECT or the repair/replacement of a CONSTRUCTION DEFECT, are ameng those
damages considered “CONSEQUENTIAL -OR INCIDENTAL DAMAGE" and are excluded under this
LIMETED WARRANTY. Diminished fair market value of the HOME is also among those damages
considered “CONSEQUENTIAL OR INCIDENTAL DAMAGE” and is excluded under this LIMITED
WARRANTY notwithstanding that WE reserve the right to elact to pay YOU diminished fair market value

in lieu of OUR repair, replacement or payment for the cost to repair or replace a CONSTRUCTION
DEFECT.

CONSTRUCTION DEFECT(S} means a condition in the materials or workmanship used in constructing
the HOME and/or the COMMON ELEMENTS that:
e materially affects the structural integrity of the HOME or the COMMON ELEMENTS; or
« has an obvicus and material negative impact on the appearance of the HOME or the COMMON
ELEMENTS; or
¢ jeopardizes the life or safety of the occupants of the HOME or the users of the COMMON
ELEMENTS; or
¢ results in the inability of the HOME or the applicable COMMON ELEMENTS to provide the functions
that can reasonably be expected in such 2 HOME or COMMON ELEMENT.

CONSUMER PRODUCT means any piece of equipment, appliance or other item that is a CONSUMER
PRODUCT for purposes of the Magnuson-Moss Warranty Act {15 U.8.C.§ 2301, et seq.) installed or
included in the HOME. Examples of Consumer Products include, but are not limited to, dishwasher,
garbage disposal, gas or electric cook-top, range, range hood, refrigerator or refrigeratorffreezer
combination, gas oven, electric oven, microwave oven, trash compactor, automatic garage door opener,
clothes washer and dryer, hot water heater, solar water heater, solar water heating panels, furnace,
boiler, heat pump, air conditioning unit, humidifier, thermostat, and security alarm system.

PWC FORM NO. 117 Rev. 01/2007 12




EMERGENCY CONDITION means an event or situation that creates the imminent threat of damage to
the HOME or COMMON ELEMENTS, or results in an unsafe living condition due o a CONSTRUCTION
DEFECT that YOU (or as applicable, the HOMEQWNERS ASSQOCIATION) become aware of at a point in
time other than QUR normal business hours and YOU were unable o obtain OUR or OUR authorized
representative’s prior written approval to initiate repairs fo stabilize the condition or prevent further
damage.

HOME means a single family residence either aftached or detached covered by this LIMITED
WARRANTY and the land on which it siis, or 2 condominium or cooperative unit in a multi-unit residential
structure/building covered by this LIMITED WARRANTY, and the land on which it sits, except to the
extent such unit, structure/building or land is part of the COMNMON ELEMENTS.

HOME BUILDER’S LIMITED WARRANTY means only this express warranty document provided to YOU
by US, : '

HOMEOWNER means the first person(s) to whom a HOME (or a unif in a multi-unit residential
structure/building) is soid, or for whom such HOME is constructed, for occcupancy by such person or such
person's family, and such person's(s’) successors in title to the HOME, or morigagees in possession and
any representative of such person{s} who has standing to make a claim on that person(s) behalf,
including any class representative or HOMEOWNERS ASSOCIATION making a claim in a representative
capacity.

HOMEOWNERS ASSOCIATION means a profit or nonprofit corporation, unincorporated association,
organization, partnership, assessment district, limited Kability company, limited liability partnership or
other entity of any kind that owns, manages, maintains, repairs, administers, or is otherwise responsible
for and has standing to make a claim as {o any part of the COMMON ELEMENTS.

POLLUTANTS means all solid, liquid, or gaséous irritants or contaminants. The term includes, but is not
limited to, petroleum products, smoke, vapors, soot, fumes, acids, alkalis, toxic chemicais, radon gas, and
waste materials, including materials to be recycled.

PWC means Professional Warranty Service Corporation which administers the warranty program in which
WE participate. As such, PWC assumes no other liakilities in connection with this LIMITED WARRANTY.
The PWC mailing address is; Professional Warranty Service Corporation

P.O. Box 800 Annandale, VA 22003-0800

SYSTEMS means the following:

(a) Piumbing system - gas supply lines and fitlings; water supply, waste and vent pipes and their
filttings; seplic tanks and their drain fields, and water, gas and sewer services piping and their
extensions fo the tie-in of a public utility connection or on-site well and sewage disposal system.

(b) Electrical system - all wiring, electrical boxes, switches, outlets, and connections up io the public
utility connection. '
{c) Heating, Cocling, and Ventilation system - ali duct-work; steam, water and refrigerant lines; and

registers, connectors, radiation elements and dampers.
WARRANTY PERIOD shall commence on the date the titte to the HOME is transferred to the first
HOMEOWNER. Notwithstanding anything 1o the contrary set forth in this LIMITED WARRANTY, the
WARRANTY PERIOD for the COMMON ELEMENTS of an individual structure/building commences on
the date the title for the first HOME in the structure/buitding is transferred to the first HOMEOWNER or, as
concerns clubhouses or cuthbuildings or other COMMON ELEMENTS not part of the HOME, the earlier of
the date of substantial completion or the date iitle fo these structures is transferred fo the
HOMEOWNERS ASSOCIATION. The dates the WARRANTY PERIOD begins and ends are indicated

on the Limited Warranty Validation Form which is attached to and made part of this LIMITED
WARRANTY.

WE, US, OUR means the BUILDER.
YOU, YOUR means the HOMEOWNER and the HOMEOWNERS ASSOCIATION.
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BINDING ARBITRATION REQUEST FORM

Prior to requesting binding arbitration under the terms of the HOME BUILDER'S LIMITED WARRANTY, the
initiating party should have sent the other party a clear and specific written reguest outiining the claim(s) or
dispute(s) that are being submitted for decision through binding arbitration. If you have taken this step and believe
the other party has not satisfactorily responded in accordance with the HOME BUILDER’S LIMITED WARRANTY,
fill out this form and send it to PWC along with the arbitration filing fee. Be sure to attach a copy of all pertinent
correspondence between you and the other party relative to the issue.

The information you need to fill out this form can be found on the Limited Warranty Validation Form. However, if
you do not know the answers to any guestions, write “Don’t Know.” Please do not leave any item blank.

Homeowner name(s):

Address:
CiTyY STATE ZIP
Home Phone: { } Business Phone: { )
LIMITED WARRANTY #: Date Warranty Period begins:
Builder’'s Name:
Address:
Business Phone: ( )

Describe the dispute that you wish to submit to binding arbitration under the terms of the HOME
BUILDER’S LIMITED WARRANTY. N the dispute is relative to a construction defect please include
information on when the construction defect(s) first occurred or when you first noticed the construction
defect. (Attach additional sheets, if necessary).

I/we are hereby requesting PWC to initiate a binding arbitration to resolve the dispute described herein
above.

Signature Date Signature Date

INSTRUCTIONS: Photo-copy this form and complete the fields.
Obtain the required arbitraticn filing fee by contacting PWC at 1-800/850-2789,
Send this Binding Arbitration Request Form and the arbitration filing fee to:

PROFESSIONAL WARRANTY SERVICE CORPORATION
P. 0. BOX 800
ANNANDALE, VIRGINIA 22003-0800
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SUBSEQUENT HOME BUYER ACKNOWLEDGMENT AND TRANSFER

Any coverage remaining under the HOME BUILDER'S LIMITED WARRANTY applicable to the home
specified on the Limited Warranty Validatiecn Form is transferred to the subsequent homeowner.

The undersigned home buyer(s) hereby acknowledge and agree:

i'we acknowledge that liwe have reviewed, understand and agree to all the terms of the HOME
BUILDER'S LIMITED WARRANTY document (PWC Form No. 117).

l/iwe understand and acknowledge that Professional Warranty Service Corporation ("PWC") is not
the warrantor of the HOME BUILDER'S LIMITED WARRANTY.

liwe understand that liwe am/are responsible for the maintenance of the home including
maintenance of the grade of the land surrounding the home, and that the Builder shall not be
responsible for any defect or damage fo the home which is the result of my/our failure to maintain
the home.

we acknowledge and agree to the Binding Arbitration Procedure contained in the HOME
BUILDER’S LIMITED WARRANTY.

Signature(s) of Subsequent Home Buyer(s): Date:

Date:

Print above name(s):

Re-issuance of the Limited Warranty Validation Form with the name(s) of the new Heme Buyer(s) is hot
necessary for you to recsive the coverage remaining under the HOME BUILDER’S LIMITED
WARRANTY. Upon receipt of this signed form, PWC will update its records to reflect the name(s) of the
new homeowner(s). If you want PWC to issue another Limited Warranty Validation Form with your
name(s) on the form, please check the box below and send a check in the amount of $20.00 made
payable to "PWC” with your submission cf this form.

YES, re-issue the Limited Warranty Validation Form in the above name(s) [l (checkbox) Initial

Address of Home:

Limited Warranty No.:

INSTRUCTIONS: Photo-copy this form, Provide information requested, sign, fill in Limited Warranty # in
the space provided (this number is provided on the Limited Warranty Validation Form), and provide a
telephone number where you can be reached ( ) . If you want the Limited
Warranty Validation Form reissued in your name, enclose your check to PWC in the amount of $20.00
(check box above and initial). To reach PWC by phone, call:  1-800/850-2799,

Mail this form and a photocopy of applicahle settlement/ciosing documents indicating transfer of title, to:

PROFESSIONAL WARRANTY SERVICE CORPCRATION P.O. BOX 800  ANNANDALE, VA 22003-
0800
0904001DH2

Buyer's Initials /

9/30/09 (Standard Pacific — Arizona)
0909002bH




EXHIBIT D

ALTERNATIVE DISPUTE RESOLUTION PROVISIONS

1. DEFINITIONS. For purposes of this Exhibit D (“ADR Provisions”™) only: (i} “Declarant”
means and includes Declarant, any director, officer, partner, shareholder, member, employee,
agent, or representative of Declarant, any affiliate of Declarant (other than an affiliated
mortgage lender), and any contractor, subcontractor, design professional, engineer, or
supplier who provided labor, services or materials to the Project and who is bound or has
agreed to be bound to the following or similar dispute notification and resolution procedures;
(11} “Dispute” means any and all actions or claims by, between and among any Declarant
party on the one hand and any Owner/subsequent Owner and/or Association on the other
hand arising out of or in any way relating to the Project, any lot(s} or improvements in the
Project, the Declaration, a purchase and sale contract between Owner and Declarant for the
purchase and sale of a Lot (“Contract”), liquidated damages issues under a Contract, the
Limited Warranty, the Common Area Warranty, and/or any other agreements or duties or
liabilities as between any Declarant party and an Owner/subsequent Owner and/or
Association relating to the sale or transfer of the Lot or Comumon Area, or regarding the use
or condition of the Lot and/or Common Area, or the design or construction of or any
condition on or affecting the Project and/or any Lot and/or Common Area in the Project,
including without limitation construction defects, surveys, soils conditions, grading,
specifications, installation of improvements, or disputes which allege strict liability,
negligence or breach of implied or express or statutory warranties as to the condition of the
Lot, Common Area or other portions of the Project; (iii) “Owner” means each Owner (as
defined in the Declaration), any individual or entities comprising such Owner, any
representative ol Owner acting with respect to Owner’s rights (including without limitation
any class representative or homeowners’ association so acting), and any successor or assign
of Owner with respect to such Owner’s Lot, the Contract, the Limited Warranty, the
Common Area Warranty or any other agreements or obligations with respect to Declarant or
the Project; (iv) “Project” means the development, construction and marketing of the
Property and the Lot and the community of which it is a part; (v) “Limited Warranty” means,
when used in the context of a dispute arising after the close of escrow for the sale of the Lot,
that certain form of Home Builder’s Limited Warranty issued to Owner after the close of
escrow substantially in the form of Exhibit C attached hereto and more particularly described
in Section 13.1 of the Declaration; and (vi) “Common Area Warranty” means that certain
Common Area Builder’s Limited Warranty issued to the Association substantially in the
form of Exhibit C attached hereto and more particularly described in Section 13.2 of the
Declaration. Disputes do not include actions taken by the Association against Declarant to

collect delinquent Assessments or any action involving any Common Area completion
bonds. '




2. ARBITRATION OF DISPUTES.

(a) BINDING ARBITRATION. WITH RESPECT TO ALL DISPUTES
(WHETHER OR NOT RELATING TO THE LIMITED WARRANTY), DECLARANT,
OWNER/SUBSEQUENT OWNER, AND ASSOCIATION (COLLECTIVELY, THE
“PARTIES”) SHALL COMPLY WITH THE DISPUTE RESOLUTION PROCEDURES
AND PROVISIONS SPECIFIED IN THE LIMITED WARRANTY. THE LIMITED
WARRANTY GENERALLY PROVIDES THAT ALL DISPUTES BE SUBMITTED FOR
RESOLUTION BY BINDING ARBITRATION TO DEMARS AND ASSOCIATES, LTD.
(WWW.DEMARSASSOCIATES.COM) (“DEMARS”™)  PURSUANT TO  ITS
CONSTRUCTION ARBITRATION PROGRAM (OR BY SUCH OTHER NEUTRAL,
INDEPENDENT ARBITRATION SERVICE THAT PROFESSIONAL WARRANTY
SERVICE CORPORATION (“PWC”) (THE ADMINISTRATOR OF THE LIMITED
WARRANTY) SHALL  APPOINT). THE  ASSOCIATION  AND/OR
OWNER/SUBSEQUENT OWNER MAY OBIJECT TO THE USE OF DEMARS OR THE
ARBITRATION SERVICE APPOINTED BY PWC (BUT NOT TO THE BINDING
ARBITRATION PROCEDURE ITSELF) BY FOLLOWING THE PROCEDURES SET
FORTH IN THE LIMITED WARRANTY. :

(b) WAIVER OF LITIGATION RIGHTS. THE PARTIES ACKNOWLEDGE AND
AGREE THAT BY AGREEING TO BINDING ARBITRATION AS PROVIDED HEREIN:
(1y EACH PARTY IS GIVING UP THE RIGHTS SUCH PARTY MIGHT POSSESS TO
HAVE A DISPUTE LITIGATED IN A COURT OR JURY TRIAL; (ii) EACH PARTY'S
DISCOVERY AND APPEAL RIGHTS WILL BE LIMITED, (iil) EACH PARTY"S
AGREEMENT TO THESE ADR PROVISIONS IS VOLUNTARY AND SUCH PARTY
UNDERSTANDS ITS PROVISIONS, (iv) IF THE DISPUTE INVOLVES THE LOT
AND/OR THE COMMON ARFA OWNED OR MANAGED BY OTHERS, INCLUDING
THE ASSOCIATION, THE PROCEDURES SET FORTH HEREIN ARE ALSO
ACCEPTABLE FOR RESOLVING DISPUTES WITH RESPECT TO SUCH MATTERS
AND EACH PARTY WILL TAKE ALL ACTIONS NECESSARY TO SECURE
PARTICIPATION BY SUCH OTHER PARTY IN THE DISPUTE RESOLUTION
PROCEDURES SET FORTH HEREIN, AND (v) THE ASSOCIATION AND THE
INTEREST OF ALL OWNERS IN THE ASSOCIATION WILL BE BOUND BY THE
DISPUTE RESOLUTION PROCEDURES DESCRIBED HEREIN. THE PARTIES
FURTHER ACKNOWLEDGE THAT THEY HAVE HAD THE OPPORTUNITY TO BE
ADVISED BY INDEPENDENT LEGAL COUNSEL IN CONNECTION WITH THESE
ADR PROVISIONS AND IN MAKING THESE WAIVERS. THE PARTIES FURTHER
ACKNOWLEDGE AND UNDERSTOOD THE MEANING AND RAMIFICATIONS OF
THESE WAIVERS, AND INTEND THESE WAIVERS BE READ AS BROADLY AS
POSSIBLE AND TO EXTEND TO ALL DISPUTES EXCEPT AS OTHERWISE
PROVIDED HEREIN., HOWEVER, THESE ADR PROVISIONS SHALL IN NO WAY BE
CONSTRUED TO LIMIT THE RIGHT OF ANY PARTY TO BE REPRESENTED BY
COUNSEL IN ANY PROCEDURES PURSUANT TO THESE ADR PROVISIONS.

(c) CHOICE OF LAW AND SCOPE OF ARBITRATOR'S AUTHORITY. ALL
DISPUTES SHALL BE GOVERNED, INTERPRETED AND ENFORCED ACCORDING




TO THE FEDERAL ARBITRATION ACT (9 U.S.C. §§ 1-16), WHICH IS DESIGNED TO
ENCOURAGE USE OF ALTERNATIVE METHODS OF DISPUTE RESOLUTION THAT
AVOID COSTLY AND POTENTIALLY LENGTHY COURT PROCEEDINGS.
INTERPRETATION AND APPLICATION OF THESE PROCEDURES SHALL
CONFORM TO FEDERAL COURT RULINGS INTERPRETING AND APPLYING THE
FEDERAL ARBITRATION ACT. REFERENCES TO ARIZONA LAW SHALL NOT BE
CONSTRUED AS A WAIVER OF ANY RIGHTS OF THE PARTIES UNDER THE
FEDERAL ARBITRATION ACT OR THE RIGHT OF THE PARTIES TO HAVE THE
PROCEDURES SET FORTH IN THE LIMITED WARRANTY AND ELSEWHERE
WITHIN THESE ADR PROVISIONS INTERPRETED AND ENFORCED UNDER THE
FEDERAL ARBITRATION ACT. HOWEVER, TO THE EXTENT NECESSARY, AND
WHENEVER SUCH LAWS ARE NOT IN CONFLICT WITH OTHER PROVISIONS OF
THESE ADR PROVISIONS OR THE PROCEDURES OF ANY SELECTED
ALTERNATIVE DISPUTE RESOLUTION SERVICE, THE ARBITRATOR SHALL
~APPLY THE LAWS OF THE STATE OF ARIZONA, AND THE ARBITRATOR'S
AWARD MAY BE ENFORCED IN ANY COURT OF COMPETENT JURISDICTION.
THE ARBITRATOR SHALL HAVE THE AUTHORITY TO TRY AND SHALL TRY
ALL ISSUES, WHETHER OF FACT OR LAW, INCLUDING WITHOUT LIMITATION,
THE VALIDITY, SCOPE AND ENFORCEABILITY OF THESE ADR PROVISIONS,
AND MAY ISSUE ANY REMEDY OR RELIEF THAT THE COURTS OF THE STATE
OF ARIZONA COULD ISSUE IF PRESENTED THE SAME CIRCUMSTANCES. IN
THE EVENT OF ANY INCONSISTENCY BETWEEN THESE ADR PROVISIONS AND
THE PROCEDURES SPECIFIED IN THE LIMITED WARRANTY (AS REFERENCED
IN PARAGRAPH 2(a)), THE TERMS OF THESE ADR PROVISIONS WILL CONTROL.

(d) NO RECOVERY OF ATTORNEYS’ FEES OR EXPERT WITNESS FEES. TO
THE FULLEST EXTENT PERMITTED BY LAW, THE PARTIES WAIVE ANY RIGHT
TO RECOVER ATTORNEYS® OR EXPERT WITNESS FEES INCURRED IN ANY
DISPUTE.

(e) ARBITRATION FILING FEES AND FEES CHARGED BY ARBITRATION
SERVICE. DECLARANT SHALL INITIALLY ADVANCE (OR, UPON
SATISFACTORY EVIDENCE, REIMBURSE) THE AMOUNT OF ANY ARBITRATION
INITIATION/FILING FEES IN EXCESS OF THE AMOUNT OF THE FILING FEES FOR
A CIVIL LAWSUIT REQUIRED UNDER APPLICABLE LOCAL LAW AT THE TIME
THE ARBITRATION/FILING FEES ARE INCURRED. OTHER AND/OR ONGOING
FEES AND COSTS OF THE ARBITRATOR SHALL BE DIVIDED EQUALLY
BETWEEN THE CLAIMANT(S), ON THE ONE HAND, AND DECLARANT AND ANY
OTHER PARTIES TO THE PROCEEDING, ON THE OTHER HAND. IN THE EVENT
THAT ANY OF THE FOREGOING PROVISIONS FOR THE PAYMENT OF THE
ARBITRATOR’S FEES AND COSTS ARE DETERMINED BY THE ARBITRATOR, OR
BY A COURT, TO BE UNENFORCEABLE FOR ANY REASON, THEN SUCH
UNENFORCEABLE PROVISIONS SHALL BE DEEMED SEVERED AND
DECLARANT SHALL INSTEAD ADVANCE ALL ARBITRATOR FEES AND COSTS
ASSOCIATED WITH THE PROCEEDING. IN ANY EVENT, THE ARBITRATOR MAY
ULTIMATELY REALLOCATE SUCH FEES AND COSTS (BUT NOT THE




ATTORNEYS® AND EXPERT FEES OF THE PARTIES) AMONG ALL PARTIES TO
THE PROCEEDING, IN HIS OR HER DISCRETION AS THE INTERESTS OF JUSTICE
DICTATE.

. SURVIVAL OF PROVISIONS. If any provision or part of these ADR Provisions is for
any reason held to be invalid, unenforceable or contrary to any public policy, law, statute
and/or ordinance, then the remainder of these ADR Provisions shall not be affected thereby
and shall remain valid and fully enforceable.

. WAIVER OF JURY TRIAL. IN THE EVENT THAT THE DISPUTE RESOLUTION
PROCEDURES SET FORTH OR REFERENCED HEREIN ARE DETERMINED TO BE
INVALID OR UNENFORCEABLE IN WHOLE OR IN PART, SUCH THAT THE
DISPUTE PROCEEDS BY WAY OF CIVIL LITIGATION PROCEEDINGS IN ANY
COURT, THE PARTIES NONETHELESS WAIVE ANY AND ALL RIGHTS TO A JURY
TRIAL TO THE EXTENT SUCH WAIVER IS NOT EXPRESSLY PROHIBITED BY
STATUTE OR CONSTITUTION. THE PARTIES MAKE THESE WAIVERS
KNOWINGLY, INTENTIONALLY AND VOLUNTARILY.

. DISPUTES TO BE RESOLVED INDEPENDENTLY. Notwithstanding Paragraph 1(iii)
above, Declarant and each Owner agree that 1t is in the best interest of Declarant and such
Owner that the dispute resolution procedures set forth in these ADR Provisions be utilized
independently of any actions (including actions brought pursuant to alternative dispute
resolution procedures) involving Disputes between Declarant and other Owners.
Accordingly, each Owner knowingly waives any right to participate in any form of “class,”
“Joint” or “representative” litigation (including in any “private attorney general capacity”) or
dispute resolution procedures against Declarant. FEach Owner and Declarant make this
agreement on the grounds that they wish to assure, in advance, that any Disputes, actions or
claims by or between such Owner and Declarant will not be combined with the Disputes,
actions or claims by or between Declarant and any other Owner. Each Owner and Declarant
include this provision on the additional grounds that: (1) such Owner's Lot is unique from
other properties in the Project, and any potential problems it may suffer will not necessarily
be common to other properties; (i) it may provide such Owner increased ability to control
any Dispute involving the Lot; (iii) such Owner’s interests will not be subordinated to the
interests of other parties who might otherwise become involved in these Dispute resolution
procedures; (iv) this approach is likely to foster faster resolution of most Disputes that may
arise; (v) it will help to avoid conflicts of interest among such Owner’s and Declarant’s
representatives; and (vi) it is intended to foster better communication between such Owner
and Declarant focused on resolving the actual issues that may arise in any Dispute between
them. Notwithstanding the foregoing, the restrictions of this Paragraph 5 shall not apply to
actions (including actions brought pursuant to alternative dispute resolution procedures) for
damages in the amount of One Thousand Dollars ($1000) or less per action (including
actions brought pursuant to alternative dispute resolution procedures); provided however,
that each Owner shall still be required to meet any legal requirements for any form of

LT

“class,” “joint” or “representative” litigation or dispute resolution procedures with respect to
such actions.



6. DISPUTES UNDER FHA/VA WARRANTY. Notwithstanding the provisions set forth
above, this Paragraph 6 shall apply to the extent an Owner is issued a builder’s limited
warranty approved by U.S. Department of Housing and Urban Development for issuance to
certain Federal Housing Administration or Veterans Administration Financed Buyers
(“FHA/VA Warranty™). With respect to all Disputes arising out of a FHA/VA Warranty
(“FHA/VA Warranty Disputes™), Declarant and such Owner shall comply with the Dispute
resolution procedures and provisions specified in the FHHA/VA Warranty. Specifically, the
parties agree that the arbitration of FHA/VA Warranty Disputes shall not be mandatory;
provided however, that in the event of an action in a court of law, the waiver of jury trial set
forth in Paragraph 4 shall remain effective. All other Disputes shall continue to be governed
by the provisions set forth above, including, without limitation, the provisions requiring
binding arbifration. However, in the event that Owner files an action in a court of law
regarding an FHA/VA Dispute while at the same time pursuing an arbitration for other
Disputes, Declarant may elect to have all Disputes resolved in the court action.

7. COOPERATION CLAUSE. The parties to any Dispute shall at all times cooperate so as to
permit compliance with the terms of these ADR Provisions and to accomplish their purposes.

8. CHOICE OF FORUM CLAUSE. In the event any party to a Dispute subject to these ADR
Provisions secks review by a court of the enforceability of any of the ADR Provisions set
forth or referenced herein (despite the provisions herein making that issue one to be resolved
by the arbitrator or general referee), the exclusive jurisdiction and venue for any such review
shall be the Federal District Court for the county in which the Project is located.




EXHIBIT E
DISCLAIMER AND WAIVER OF WARRANTIES AND OTHER RIGHTS

DECLARANT SHALL CAUSE TO BE ISSUED AND DELIVERED TO
ASSOCIATION A WRITTEN COMMON AREA BUILDER’S LIMITED
WARRANTY (“COMMON AREA WARRANTY™). ASSOCIATION
UNDERSTANDS AND AGREES THAT THE COMMON AREA
WARRANTY TO BE ISSUED TO ASSOCIATION IS THE ONLY
WARRANTY, EXPRESS OR IMPLIED, MADE BY DECLARANT WITH
REGARD TO THE COMMON ARFEA. ASSOCIATION ALSO
UNDERSTANDS AND AGREES THAT THE HOME BUILDER’S
LIMITED WARRANTY TO BE ISSUED TO OWNERS IS THE ONLY
WARRANTY, EXPRESS OR IMPLIED, MADE BY DECLARANT WITH
REGARD TO THE LOTS. DECLARANT MAKES NO OTHER EXPRESS
OR IMPLIED WARRANTIES OR REPRESENTATIONS REGARDING
EITHER LATENT OR PATENT DEFECTS IN THE LOT/COMMON
AREA/PROPERTY, OR ANY COMPONENTS THEREOF, OR FIXTURES
OR PERSONAL PROPERTY INSTALLED THEREIN, OR AS TO THE
MERCHANTABILITY, FITNESS, HABITABILITY, OR QUALITY
THEREOF, AND DISCLAIMS ANY SUCH WARRANTIES AND
REPRESENTATIONS, TO THE FULLEST EXTENT ALLOWED BY LAW.

SPECIFICALLY, AND NOT BY WAY OF LIMITATION, DECLARANT HAS NOT MADE
ANY REPRESENTATION REGARDING VIEWS, THE FUTURE USE, APPEARANCE OR
HEIGHT OF SURROUNDING PROPERTY, SELLING PRICE OF OTHER HOMES,
FUTURE USE, APPEARANCE OR HEIGHT OF ADJOINING PROPERTY, OR
DESIRABILITY OF ANY PARTICULAR LOCATION. DECLARANT MAKES NO
WARRANTY OR REPRESENTATION AS TO THE PRESENCE OR NON-PRESENCE OF
RADON, METHANE OR OTHER NATURALLY OCCURRING HAZARDOUS
ENVIRONMENTAL CONDITIONS, OR TO THE EFFECT OF ANY SUCH CONDITION ON
THE LOT/COMMON AREA/ PROPERTY OR THE ASSOCIATION OR OWNERS.

NOTWITHSTANDING THE FOREGOING, DECLARANT’S WARRANTY SHALL IN NO
EVENT EXTEND TO ANY CONSUMER PRODUCT, APPLIANCES, AIR CONDITIONING
UNITS, FURNACES, WATER HEATERS AND OTHER PRODUCTS INCLUDED IN THE
LOT/COMMON  AREA/PROPERTY THAT ARE CONSIDERED “CONSUMER
PRODUCTS” AS DEFINED BY THE FEDERAL TRADE COMMISSION FOR THE
PURPOSES OF THE MAGNUSON MOSS ACT (15 U.S.C. 2301 ET SEQ.) THAT MAY BE
INCLUDED IN ANY TRANSACTION WITH ASSOCIATION OR ANY OWNER. THE
MANUFACTURERS OF SOME PRODUCTS USED IN THE DWELLING UNIT MAY
PROVIDE A MANUFACTURER’S WARRANTY. DECLARANT HAS NO OBLIGATION
OR  RESPONSIBILITY FOR THE MANUFACTURER’S PERFORMANCE, AND
DECLARANT DOES NOT WARRANT ANY OF THESE ITEMS FOR ANY USE, FITNESS
FOR USE, WORKMANSHIP, QUALITY OR ANY OTHER PURPOSE.



ASSOCIATION HAS CONDUCTED ASSOCIATION’S OWN INVESTIGATION WITH
RESPECT TO THESE AND ALL OTHER MATTERS. TO THE FULLEST EXTENT
ALLOWED BY LAW, ASSOCIATION WAIVES ALL IMPLIED WARRANTIES RELATING
TO THE LOT/COMMON AREA/PROPERTY, OR ANY COMPONENTS THEREOF, OR
FIXTURES OR PERSONAL PROPERTY INSTALLED THEREIN, INCLUDING ALL
IMPLIED WARRANTIES REGARDING EITHER LATENT OR PATENT DEFECTS IN THE
LOT/COMMON AREA/PROPERTY OR AS TO THE MERCHANTABILITY, FITNESS,
HABITABILITY, OR QUALITY THEREOF. ASSOCIATION ALSO WAIVES THE RIGHT
TO SEEK DAMAGES OR OTHER LEGAL OR EQUITABLE REMEDIES AGAINST
DECLARANT UNDER ANY OTHER COMMON LAW OR STATUTORY THEORY OF
LIABILITY, INCLUDING, BUT NOT LIMITED TO NEGLIGENCE AND STRICT
LIABILITY. NOTWITHSTANDING THE FOREGOING PROVISIONS OF THIS
PARAGRAPH, CERTAIN WAIVERS OF RIGHTS MAY BE UNENFORCEABLE.

NO SALESPERSON, EMPLOYEE OR AGENT OF DECLARANT HAS AUTHORITY TO
MODIFY THE TERMS OF THIS EXHIBIT. THIS EXHIBIT SUPERSEDES ANY
PROMISES, AGREEMENTS, OR OTHER REPRESENTATIONS MADE BY ANY
SALESPERSON, EMPLOYEE OR AGENT OF DECLARANT, WHETHER ORAIL OR
WRITTEN, WITH RESPECT TO THE MATTERS SET FORTH IN THIS EXHIBIT, AND
ASSOCIATION HAS NOT RELIED AND SHALL NOT RELY ON ANY SUCH PROMISES,
AGREEMENTS, OR OTHER REPRESENTATIONS WITH RESPECT TO THE MATTERS
SET FORTH IN THIS EXHIBIT.




