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THIRD RESTATED DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS OF LAKE FOREST GLEN
UNIT NO. 1 HOMEOWNERS ASSOCIATION

LAKE FOREST GLEN UNIT NO. | HOMEOWNERS ASSOCIATION, a California

Non-Profit Mutual Benefit Corporation (h

pursuant to Section 1355 of the Civil Code

ercinafter referred to as “Association”), hereby adopts,
, the following Third Restated Covenants, Conditions

and Restrictions relating to the development known as LAKE FOREST GLEN UNIT NO. 1

HOMEOWNERS ASSOCIATION to repl

and Restrictions, recorded at Book 13l9;

ace the original Declaration of Covenants, Conditions
beginning at Page 184; the Amended Declaration of

Covenants, Conditions and Restrictions, ré;corded at Book 1361, beginning at Page 542; the First
Restated Declaration of Covenants, Conditions and Restrictions, recorded at Book 2096,
beginning at Page 672; The Second Restated Declaration of Covenants, Conditions and

Restrictions, recorded at Book 3412, b

restatements thereto of the Official Record

WITN

eginning at Page 219; and all amendments and
s of Placer County, State of California.

ESSETH:

WHEREAS, Association is a membership organization comprised of all of the Owners

of the Lots located in or on that property

more particularly described in Exhibit A h

meaning of California Civil Code Section
Stirling Common Interest Development A¢

WHEREAS, the members of t
Covenants, Conditions and Restrictions he
for the benefit of all of said Lots and Impr

NOW. THEREFORE, Associati
above shall be held, sold and conveye
covenants, and conditions which are for
Development and of protecting the value
property and be binding on all parties havi
or any part thereof, their heirs, successor
Owner thereof:

D1l

[1.1] “Architectural Committe
with Article XI of this Declaration.

[1.2] ““Articles” shall mean the /

I Homeowners Association which are or §

California and amendments thereto.

THIRD RESTATED DECLARATION (
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in the City of Tahoe City, Placer County, California,
ereto, which property is a “Development” within the
1351(f) and is subject to the provisions of the Davis-
ot; and

he Association desire to restate the Declaration of
retofore adopted under a general plan of improvement
vvements and the Owners thereof;

n hereby declares that all of the property described
d subject to the following easements, restrictions,
the purpose of providing a means of managing the
and desirability of, and which shall run with, the real
ng any right, title or interest in the described properties
s and assigns, and shall inure to the benefit of each

ARTICLE I

CFINITIONS

e” shall mean the committee created in accordance

\rticles of Incorporation of Lake Forest Glen Unit No.
hall be filed in the Office of the Secretary of State of

1
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[1.3] “Assessment” shall mean

made or assessed by the Association again

provisions of Article IV of this Declaratio

[1.4] “Association” shall mean

any Regular, Special or Special Individual Assessment
st an Owner and his or her Lot in accordance with the
n.

and refer to Lake Forest Glen Unit No. | Homeowners

Association, a California Non-profit Mutual Benefit Corporation, its successors and assigns. The

Association shall be governed by tl
“Declaration’) and by the Association’s B
sh

[1.5] “Association Assets”

Association or the Owners as tenants in cg

[1.6] *“Association Rules” sha
published after adoption by the Board in a

[1.7]
the Association.

[1.8]
adopted by the Board.

[1.9]
of Placer, State of California,
representatives.

and

“Board or Board of Dire

resc Covenants, Conditions and Restrictions (the
y-Laws (the “By-Laws”).

all mean all property and assets owned by the
mmon.

| mean the Association’s Rules and Regulations as
ccordance with the provisions of the By-Laws.

ctors” shall mean and refer to the governing body of

“By-Laws” shall mean the By-Laws of the Association which are or shall be

“City” shall mean the incorporated municipal City of Tahoe City, in the County

its various departments, divisions, employees or

[1.10] “Common Area” shall mean those portions of the Development not included

within the residential Lots. Said Comman Area shall be owned by the Association for the use
and enjoyment of the Owners and shall be conveyed to the Association. Common Area shall
include all facilities and improvements located within the property designated as Common Area,
including driveways, walkways, paths, stairs, parking areas, streets and roads within the subject
property, electrical, water, gas and telephone utility facilities, fire hydrants and all other

improvements which may be located in the Parcel designated as Common Area.

[1.11] “Common Area Person
equipment purchased by the Associatio
Common Areas.

[1.12] “Common Expense” shal
Article 11, section 3.8 and includes, witho
on behalf of the management, mainte
additions, alterations, or reconstruction o
portions of the Lots that the Association
charges reasonably incurred to procure in
Board of Directors to the extent require
necessary for reserves for maintenance,
Common Facilities and any portions of th

with respect to the operation and maintenance of

irl Property” shall mean all personal property and

| mean use of the Association funds authorized by
ut limitation: (1) all expenses or charges incurred by or
ance, administration, insurance, operation, repairs,
f the Common Area and Common Facilities and any
is obligated to maintain or repair; (2) all expenses or
surance for the protection of the Association and its
d by Article 3 hereof; (3) any amounts reasonably
repair and replacement of the Common Areas and
e Lots that the Association is obligated to maintain or

replace, and for collection of any Assessments; and (4) the use of such funds to defray the costs
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and expenses incurred by the Association in the performance of its function or in the proper
discharge of the responsibilities of the Board as provided in the Governing Documents.

[1.13] “Common Facilities” shall mean the trees, hedges, plantings, lawns, shrubs,
landscaping, fences, utilities, streets, pipes, lines, lighting fixtures, buildings, structures and other
facilities constructed or installed, or to be constructed or installed, or currently located within the
Common Area and owned by the Association.

[1.14] “County” shall the County of Placer, State of California, and its various
departments, divisions, employees and representatives.

[1.15] “Deck” Shall include any deck associated with a lot for the exclusive use of the
unit thereon.

[1.16] “Declaration” shall mean this instrument, as it may be amended from time to
time. The “Original Declaration” shall mean and refer to the document referenced in the
Preamble to this Declaration together with all amendments and annexations thereto adopted prior
to adoption of this Declaration.

[1.17] “Dwelling Unit” shall mean a structure upon a lot designed or arranged for use
and occupancy as a residence.

[1.18] “Exclusive Use Common Area” as used herein shall mean that portion of the
Common Area, the exclusive use of which is hereby set aside, allocated and restricted to
particular Lot or Lot Owner.

[1.19] “Governing Documents” is a collective term that means and refers to this
Declaration and to the Articles of Incorporation, the By-Laws and the Association Rules and
Regulations, all as amended from time to time.

[1.20] “Improvement” includes, without limitation, the construction, installation,
alteration or remodeling of any buildings, walls, decks, fences, landscaping, landscaping
structure, skylights, solar heating equipment, spas, antennas, television satellite reception dishes,
utility lines, poles, signs or any other structure of any kind; provided, however, that
improvements to the interior of any Residence shall not be considered an Improvement, as
defined herein, unless the interior improvement involves any structural alteration of, or intrusion
into, a party wall, roof, or other load- bearing wall within the Residence.

[1.21] “Lot” shall mean and refer the subdivided residential lots, whether improved or
unimproved, as designated in the above described Subdivision Map, and all easements
appurtenant thereto.

[1.22] “Majority of a Quorum” shall mean the vote of the majority of the votes cast at
a meeting or by written ballot when the number of Members attending the meeting in person or
by proxy or casting written ballots equals or exceeds the minimum quorum requirement for
Member action, as specified in the By-Laws or by statute.
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[1.35] “Special Assessment” shall mean an Assessment levied against an Owner and his
or her Lot in accordance with Article IV, section 4.6, below.

[1.36] “Special Individual Assessment” shall mean an Assessment levied against an
Owner and his or her Lot in accordance with Article IV, section 4.7, below.

[1.37] “Voting Power” shall mean those Members who are eligible to vote for the
election of directors or with respect to any other matter, issue or proposal properly presented to
the Members for approval at the time any determination of voting power is made.

ARTICLE 11
PROPERTY RIGHTS AND EASEMENTS

[2.1] Persons Subject to Governing Documents. All present and future Owners,
tenants and occupants of Lots within the Properties shall be subject to, and shall comply with,
each and every provision of the Governing Documents, as the same or any of them shall be
amended from time to time, unless a particular provision is specifically restricted in its
application to one or more of such classes of persons (i.e., Owners, tenants, invitees, etc.). The
acceptance of a deed to any Lot, the entering into a lease, sublease or contract of sale with
respect to any Lot, or the occupancy of any Lot shall constitute the consent and agreement of
such Owner, tenant or occupant that each and all of the provisions of this Declaration, as the
same or any of them may be amended from time to time, shall be binding upon him or her and
that he or she will observe and comply with the Governing Documents.

[2.2] Owners’ Easements of Enjoyment. Every Owner shall have a right and
easement of enjoyment in and to the Common Area including ingress and egress to and from his
or her Lot, which shall be appurtenant to and shall pass with the title to every Lot, subject to the
following:

(a) The right of the Association, after giving the affected Member at least 15
days’ notice and an opportunity to be heard by the Board in accordance with Article X below, to
suspend an Owner’s voting rights and right to use the Common Area other than the roads, for
any period during which any assessment against his or her Lot remains unpaid; and for a period
not to exceed thirty (30) days for violation of any of the Governing Documents, including the
Rules;

(b) The right of the Board to adopt reasonable rules and regulations (the
“Association Rules”) for the benefit of all Members regarding the use and enjoyment of the
Development, as provided in Article 111, section 3.5 hereof;

(¢) The right of the Association to enforce the Governing Documents,
including, without limitation, the Association Rules and to levy monetary fines, suspend voting
rights and/or rights to use the Common Facilities, other than the roads, after notice and an
opportunity to be heard by the Board in accordance with Article X below;
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(d) The right of the Association to dedicate or transfer all or any part of the
Common Area to any public agency, authority, or utility for such purposes and subject to such
conditions as may be agreed to by the Members; provided, however, no such dedication or
transfer shall be effective unless an instrument signed by the holders of two-thirds (2/3) of the
voting power of the Members agreeing to such dedication or transfer has been recorded;

(e) The right of the Association to sell any Lot owned by the Association and
apply the proceeds of any such sale first to the outstanding liens and charges against the sold Lot,
if any, and then transfer the remainder of the proceeds of the sale to the reserve fund;

() The right of the Association to limit the number of guests using certain or all
of the facilities, including, without limitation, recreational facilities owned by the Association or
located upon the Common Area;

(g) The right of the Association, in accordance with its Articles of
Incorporation, By-Laws and with the written consent of fifty-one percent (51%) of the voting
power of the Association, to borrow money for the purpose of improving the Common Areas and
any facilities thereon. The Association may borrow funds for the purpose of improving the
Common Areas or of performing any obligations it has to maintain or repair individually owned
property by securing the Association’s obligation to the lender with members’ future obligation
to pay dues, as long as the Association complies with all provisions regarding Special
Assessments where a Special Assessment will be necessary to obtain or repay the loan;

(h) The right of the Association to control use of and charge reasonable
admission and other fees for the use of any recreational facility situated upon the Common Area;

(i) The right of the Association to assign, rent, license or otherwise designate
and control use of any unassigned parking spaces within the Common Area, and to adopt and
enforce Association rules concerning the control and use of any private streets, roadways and
paved areas located upon or across Common Area, including the right to regulate the kind of
vehicles and their speed upon such private streets and roadways; and

(j)  All other easements affecting the Common Area which are described in this
Article H.

[2.3] Right of Entry for Repairs and Maintenance. Without limiting the foregoing
description of powers, but in addition hereto, the Association and/or its agents shall have the
right, when necessary, to enter into any Lot to perform the Association’s obligations under this
Declaration, including:

(a) Exterior maintenance or repair obligations with respect to individual
Residences:

(b) Obligations to enforce the architectural and land use restrictions of Articles
VI and XI hereof;
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(¢) Any obligations with respect to construction, maintenance and repair of
adjacent Common Facilities; or

(d) To make necessary repairs that an Owner has failed to perform which, if left
undone, will pose a threat to, or cause an unreasonable interference with, Association property or
the Owners in common.

[2.4] Limitation on Exercise of Right of Entry. The Association’s right of entry
pursuant to Section 2.3 above shall be subject to the following:

(a) The right of entry may be exercised immediately and without prior notice to
the Owner or resident in case of an emergency originating in or threatening the Lot where entry
is required or any adjoining Lots or Common Area. The Association’s work may be performed
under such circumstances whether or not the Owner or his or her lessee is present.

(b) In all non-emergency situations involving routine repair and/or maintenance
activities, the Association, or its agents, shall furnish the Owner or his or her lessee with at least
twenty-four (24) hours prior written notice of its intent to enter the Lot, specifying the purpose
and scheduled time of such entry, and shall make every reasonable effort to perform its work and
schedule its entry in a manner that respects the privacy of the persons residing on the Lot.

(¢) In all non-emergency situations involving access by the Association for the
purposes of enforcing the Governing Documents against an Owner in default, the Association’s
entry shall be subject to observance of the notice and hearing requirements imposed by Article X
below.

[2.5] Encroachment Easements. Each Lot and its Owner shall have and is granted an
easement over all adjoining Lots and the Common Area for the purpose of accommodating any
encroachment due to engineering errors, errors in original construction, settlement or shifting of
structures, or any other cause as long as the encroachment remains. However, in no event shall a
valid easement for encroachment exist in favor of an Owner if the encroachment occurred due to
willful misconduct of the Owner. In the event a Residence is partially or totally destroyed, and
then repaired or rebuilt, the Owner of each Lot agrees that minor encroachments over adjoining
Lots and the Common Area shall be permitted and there shall be valid easements for the
maintenance of the encroachments as long as they shall exist. Each Lot and its Owner shall have
and is granted an easement, appurtenant to such Lot over each adjoining Lot or the Common
Area, as the case may be, for overhanging roofs and eaves, fireplace structures, and other
structural components as originally constructed by the Declarant or, if partially or totally
destroyed, as subsequently rebuilt or repaired in accordance with the original plans and
specifications.

[2.6] Blanket Utility Easement. There is hereby created a blanket easement upon,
across, over and under all of the Properties for ingress, egress, installation, replacing, repairing
and maintaining all utilities, including but not limited to water. sewers, gas, telephones, drainage
and electricity and the master television antenna or cable television system. By virtue of this
easement, it shall be expressly permissible for the providing utility company to erect and
maintain the necessary equipment and underground facilities on the Common Area.
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Notwithstanding the foregoing, no sewer, electrical lines, water lines, or other utilities may be
installed or relocated on said Property except as initially designed or thereafter approved by the
Board of Directors. The easements provided for in this section 2.6 shall in no way affect any
other recorded easement on the property

[2.7] Boundary Changes. An easement shall exist for use and maintenance as
Common Area over any portion of a Lot which, because of a change in the boundary of a private
structure, including a fence, wall, rear deck, paver, or dirt area at the time of original
construction lies between that boundary and a Lot line abutting the Common Area.

[2.8] Other Easements. Each Lot and its Owner, and the Association as to the
Common Area, are hereby declared to be subject to all the easements, dedications and rights-of-
way granted or reserved in, on, over and under the Properties and each Lot and Common Area as
shown on the Subdivision Map.

[2.9] Priority of Easement. Easements granted to the City or County are, in whole or
in part, coterminous with any other easement, the easements of the City or County shall have and
are hereby granted priority over the other easements in all respects.

[2.10] Common Wall or Party Wall Easements. FEach Residence that shares a
Common Wall or Party Wall with an adjoining Residence and its owner is declared to have an
easement appurtenant on, over, and upon such adjoining Residence for such Common Wall or
Party Wall, including the right to enter upon such adjoining Lot to service and maintain such
easement and service, maintain, repair or replace the improvements constituting such Common
Wall or Party Wall. Such entry shall be at reasonable times after prior notice, except that in case
of emergency the right of entry shall be immediate. Except for any maintenance obligation or
duty of the Association, each Lot and its Owner shall be responsible for the Common Wall or
Party Wall which is located upon his or her Lot. No Owner shall alter the shape, size, or
construction of, or use any materials different from those used in the initial construction of, any
such Common Wall or Party Wall without the consent of the Association.

[2.11] Conveyance of Lot. The corresponding appurtenant easements described in this
Article TI shall automatically accompany the conveyance of any Lot, even though the description
of the instrument of conveyance may refer only to the fee title to the Lot. Any conveyance of a
Lot, unaccompanied by a like conveyance of the corresponding appurtenant easement described
herein shall be void.

[2.12] Delegation of Use. Any Owner may delegate, in accordance with the By-Laws or
the Rules, his right of enjoyment of the Common Area and Common Facilities to the members of
his family and his lessees who reside in the Owner’s Lot. During the period when a Residence
has been rented or leased, the Owner-lessor, his or her family, guests and invitees shall not be
entitled to use or enjoy the Common Areas or Common Facilities of the Properties (other than
roads), except to the extent reasonably necessary to perform the Owner’s responsibilities as a
lessor of the Residence; provided, however, that this restriction shall not apply to any Owner-
lessor who is contemporaneously residing in another Residence within the Properties.
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[2.13] Lease or Rental of Lots. An Owner is entitled to rent or lease as set forth in
Article VI of this Declaration. An Owner shall be entitled to rent the single family dwelling
situated on his lot to a single family, provided that the term of said rental shall not be for less that
sixty (60) days nor more than two (2) years. Any rental or lease of a single family dwelling unit
shall be subject to this Declaration and the rules and regulations established by the Board
pursuant to Section 3.5 of this Declaration. Each tenant or lessee shall be provided with a copy
of this Declaration by the Owner so renting or leasing. The Owner shall at all times be
responsible for their tenant’s or lessee’s compliance with all of the provisions of this Declaration
pursuant to the occupancy and use of the dwelling unit.

ARTICLE III
HOMEOWNERS’ ASSOCIATION

[3.1] Organization. The Association is a non-profit mutual benefit corporation
organized under the laws of the State of California and shall have the powers and purposes
specified in this Declaration and in its Articles of Incorporation, and its affairs shall be governed
by its Articles of Incorporation, this Declaration, the By-Laws, and Rules and Regulations.

[3.2] Membership and Voting.

(a) Every person or entity who is a record Owner of a fee or undivided fee
interest in any Lot which is subject to assessment by the Association shall be a Member of the
Association. Membership shall be appurtenant to such Lot, and each Owner shall remain a
Member until his ownership in all Lots in the Properties ceases, at which time his membership in
the Association shall automatically cease. The foregoing is not intended to include persons or
entities who hold an interest merely as security for the performance of an obligation.
Membership shall be appurtenant to and may not be separated from ownership of any Lot which
is subject to assessment by the Association.

(b) The Association shall have one class of voting membership consisting of all
Owners. When more than one person holds an interest in any Lot, all such persons shall be
Members, but the vote for such Lot shall be exercised as set forth in the By-Laws.

(¢) Unless otherwise provided herein or in the By-Laws, actions by the
Association which must have the approval of the Association membership before being
undertaken shall require the vote or written assent of fifty-one percent (51%) of the regular
election votes represented at a duly held meeting at which a Quorum, including proxies, is
present.

[3.3] Transfer of Membership. Membership in the Association shall not be
transferred, encumbered, pledged or alienated in any way, except upon the sale of the Lot to
which it is appurtenant and then, only to the purchaser. In the case of a sale, the membership
appurtenant to the transferred Lot shall pass automatically to the purchaser upon Recording of a
deed evidencing the transfer of title. In the case of an encumbrance of such Lot a Mortgagee does
not have membership rights until he or she becomes an Owner by foreclosure or deed in lieu
thereof. Tenants who are delegated rights of use pursuant to Article 11, Section 2.12, above, do
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not thereby become Members, although the tenant and his or her family and guests shall, at all
times, be subject to the provisions of all Governing Documents. Any attempt to make a
prohibited transfer of membership rights is void. If any Owner fails or refuses to transfer the
membership registered in his or her name to the purchaser ot his or her Lot, the Association shall
have the right to record the transfer upon its books and thereupon any other membership
outstanding in the name of the seller shall be null and void.

[3.4] General Powers, Duties and Authority of the Association. The Association
shall have all the powers set forth in the By-Laws and this Declaration, together with the general
power to do any and all things that a non-profit mutual benefit corporation organized under the
laws of the State of California may lawfully do in operating for the benefit of its members,
subject only to the limitations upon the exercise of such powers as are expressly set forth in the
Articles of Incorporation, the By-Laws and this Declaration. The Association shall have the
power to do any and all lawful things which may be required or permitted to be done by the
Association under and by virtue of this Declaration and to do and perform any and all acts which
may be necessary or proper for and/or incidental to the exercise of any of the express powers of
the Association or for the peace, health, comfort and/or general welfare of the Owners and guests
of the Owners.

Without limiting the generality of the foregoing paragraph, the Association, for the
benefit of all Lots and all Owners, shall have the power, obligation and duty to enforce the
provisions of this Declaration.

[3.5] Association Rules.

(a) Rule Making Power. The Board may, from time to time and subject to the
provisions of this Declaration, propose, enact and amend rules and regulations of general
application to the Owners (“Association Rules”). The Association Rules may concern, but need
not be limited to: (1) matters pertaining to the maintenance, repair, management and use of the
Common Area and Common Facilities by Owners, their tenants, guests and invitees, or any other
person(s) who have rights of use and enjoyment of such Common Area and Common Facilities;
(2) architectural control and the rules of the Architectural Committee under Article XI below; (3)
the conduct of disciplinary proceedings in accordance with Article X hereof; (4) regulation of
parking, pet ownership and other matters subject to regulation and restriction under Article VI
hereof; (5) collection and disposal of refuse; (6) minimum standards for the maintenance of
landscaping or other improvements on any Lot; and (7) any other subject or matter within the
jurisdiction of the Association as provided in the Governing Documents.

Notwithstanding the foregoing grant of authority, the Association Rules shall not be
inconsistent with or materially alter any provision of the other Governing Documents or the
rights, preferences and privileges of Members thereunder. In the event of any material conflict
between any Association Rule and any provision of the other Governing Documents, the
conflicting provision contained in the other Governing Documents shall be deemed to prevail.

(b) Distribution of Rules. A copy of the Association Rules, as they may from
time to time be adopted, amended or repealed, shall be mailed or otherwise delivered to each
Owner. A copy of the Association Rules shall also be available and open for inspection during
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normal business hours at the principal office of the Association. Owners shall be obligated to
provide a copy of the Association rules, and all updates to their tenants.

(¢) Adoption and Amendments of Rules. Association Rules may be adopted or
amended from time to time by majority vote of the Board; provided, however, that no
Association Rule or amendment thereto (with the exception of emergency rules) shall be adopted
by the Board until at least thirty (30) days after the proposed rule or rule amendment has been:
(1) published in the Association newsletter; if any, or otherwise communicated to the Owners in
writing; and (2) posted in the Association’s principal office. The notice describing the proposed
rule or amendment shall also set forth the date, time and location of the Board meeting at which
action on the proposal is scheduled to be taken.

Any duly adopted rule or amendment to the Association Rules shall become effective
immediately following the date of adoption thereof by the Board. or at such later date as the
Board may deem appropriate. Any duly adopted rule or rule amendment shall be distributed to
the Owners by mail.

[3.6] Breach of Rules or Restrictions. Any breach of the Association Rules or any
other Governing Document provision shall give rise to the rights and remedies set forth in
Article X hereof.

[3.7] Limitation on Liability of Directors and Officers.

(a) Claims Regarding Breach of Duty. No director or officer of the Association
(collectively and individually referred to as the “Released Party”) shall be personally liable to
any of the Members or to any other person, for any error or omission in the discharge of his or
her duties and responsibilities or for his or her failure to provide any service required under the
Governing Documents; provided that such Released Party has, upon the basis of such
information as he or she possessed, acted in good faith, in a manner that such person believes to
be in the best interests of the Association and with such care, including reasonable inquiry, as an
ordinary prudent person in a like position would use under similar circumstances. Without
limiting the generality of the foregoing, this standard of care and limitation of liability shall
extend to such matters as the establishment of the Association’s annual financial budget, the
funding of Association capital replacement and reserve accounts, repair and maintenance of
Common Areas and Common Facilities and enforcement of the Governing Documents.

(b) Other Claims Involving Tortious Acts and Property Damage. No person
who suffers bodily injury (including, without limitation, emotional distress or wrongful death) as
a result of the tortious act or omission of a volunteer member of the Board or volunteer officer of
the Association shall recover damages from such Board member or officer if all of the following
conditions are satisfied: (1) the act or omission was performed within the scope of the volunteer
Board member’s or officer’s Association duties; (2) the act or omission was performed in good
faith; (3) the act or omission was not willful, wanton, or grossly negligent; (4) the Association
maintained and had in effect at the time the act or omission occurred and at the time a claim is
made generally liability insurance with coverage of at least Three Million Dollars ($3,000,000).
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The payment of actual expenses incurred by a Board member or officer in the execution
of such person’s Association duties shall not affect such person’s status as a volunteer Board
member or officer for the purposes of this Section. The provisions of this subparagraph (b) are
intended to reflect the protections accorded to volunteer directors and officer of community
associations pursuant to California Civil Code Section 1365.7. In the event said Civil Code
Section is amended or superseded by another, similar provision of the California statutes, this
subparagraph (b) shall be deemed amended, without the necessity of further Member approval,
to correspond to the amended or successor Civil Code provision.

[3.8] Expenditure of Association Funds. The assessments levied by the Association
shall be used for the payments described below and to promote the recreation, health, safety and
welfare of the residents in the Development and for the improvement and maintenance of the
Common Area and the Lots including, but not limited to, payment for the following:

(a) Water, sewer, garbage, electrical, telephone, gas and other necessary utility
services for the Common Areas and (if not separately metered or charged) for the Lots;

(b) The services of a person or firm to manage the Development (herein called
the “Manager”™), to the extent deemed advisable by the Board, as well as such other personnel as
the Board shall determine shall be necessary or proper for the operation of the Development,
whether such personnel are employed directly by the Board or are furnished by the Manager:;

(¢) Legal and accounting services necessary or proper in the operation of the
Association or the enforcement of the Governing Documents;

(d) Painting, cleaning, maintenance, repair, replacement and landscaping of the
Common Area, and such furnishings and equipment for the Common Area as the Association
shall from time to time determine are necessary and proper, including, without limitation,
recreational equipment and furnishings;

() Removal and replacement of any part of a fence that encroaches upon the
Common Area under authority of an easement when and as access to a utility line or pipeline
underneath such fence is requested by any utility company;

(g) Maintenance of utility laterals;

(h) Labor, materials, equipment, services, management and supervision to
accomplish, acquire and provide the foregoing;

(i) Taxes and assessments upon the Common Area, and real estate taxes and
assessments upon the Development other than the Common Area to the extent that such real
estate taxes and assessments are not allocated to the individual Lots;

(i) Any other materials, supplies, equipment, furniture, labor, services,
maintenance, repairs, structural alterations, insurance, licenses, taxes, assessments or other
expenses which the Board is required or permitted to secure or pay for pursuant to the terms of
the Governing Documents or which. in the exercise of sound business judgment, it deems to be
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necessary or proper for the operation of the Development or in order to carry out or enforce the
terms of the Governing Documents; provided that if any of the foregoing are provided for a
single Lot, the cost thereof shall be specially assessed to the Owner of such Lot in accordance
with Article IV below;

(k) Any amount necessary to discharge any lien or encumbrance levied against
the Development or any part thereof which may, in the opinion of the Board, constitute a lien
against the Development or against the Common Areas, rather than merely against the interest
therein of particular Owners; provided that if one or more Owners are responsible for the
existence of such lien, such Owner or Owners shall be jointly and severally liable for the cost of
discharging such lien and the cost thereof shall be specially assessed to the Owner or Owners in
accordance with Article I'V below; and

(i) Policies of insurance described in Section 3.10 below.

[3.9] Manager of Development. The Association shall have the authority to employ a
manager or other persons and to contract with independent contractors or managing agents to
perform all or any part of the duties and responsibilities of the Association only to the extent that
such contract of employment would not constitute an illegal delegation of such duties and
responsibilities, provided that any contract with the firm or person appointed as manager or
managing agent shall provide for the right of the Association to terminate the same with or
without cause, upon no more than thirty days written notice by the Board.

[3.10] Insurance.

(a) The Association shall obtain and maintain the following insurance policies
if and to the extent such insurance, with the coverages described below, is available at a
reasonable premium cost:

(i) Fire and Casualty Insurance. The Association shall obtain and
maintain a master or blanket policy of fire and casualty insurance, for the full insurable value of
all the Improvements within the Development and on any Common Facilities. The insurance
shall be kept in full force and effect at all times and the full replacement value of the insured
property shall be redetermined on an annual basis.

Depending on the nature of the insured property and the requirements, if any, imposed by
institutional Mortgagees having an interest in such property, the policies maintained by the
Association pursuant to this section shall contain an agreed amount endorsement or its
equivalent, an increased cost of construction endorsement or a contingent liability from operation
of building laws endorsement or the equivalent, an extended coverage endorsement, vandalism,
malicious mischief coverage, a special form endorsement and a clause to permit cash settlements
for full insurable value in case of partial destruction. The policies required hereunder shall
provide amounts of coverage as shall be determined by the Board and shall name as insured the
Association, all Owners and all Mortgagees as their respective interests may appear. The policies
may contain a loss payable endorsement in favor of the trustee described in Section 3.10 (d)
below.
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(i) Public Liability and Property Damage Insurance. To the extent such
insurance is reasonably obtainable, the Association shall obtain and maintain a policy of
comprehensive public liability and property damage insurance naming as parties insured the
Association, each member of the Association Board of Directors, any manager, the Owners and
occupants of Lots, and such other persons as the Board may determine. The policy will insure
each named party against any liability incident to the ownership and use of the Common Area
and any other real or personal property owned or maintained by the Association and include, if
obtainable, a cross-liability or severability of interest endorsement insuring each insured against
liability to each other insured. The limits of such insurance shall not be less than $3,000,000
covering all claims for death, personal injury and property damage arising out of a single
occurrence. Such insurance shall include coverage against water damage liability, liability for
non-owned and hired automobiles, liability for property of others and any other liability or risk
customarily covered with respect to developments similar in construction, location and use.

(iii) Directors and Officers’ Liability Insurance. To the extent it is
available, the Association Shall maintain a policy of insurance in the minimum amount of One
Million Dollars ($1,000,000) on any director, officer or member of a committee of the
Association (collectively “Agents”) against any liability asserted against or incurred against the
agent in such capacity or arising out of the Agent’s status as such regardless of whether the
Association would have the power to indemnify the Agent against such liability under applicable
law; said insurance shall contain prior acts coverage.

(iv) Additional Insurance and Bonds. To the extent such insurance is
reasonably obtainable, the Association may also purchase with Common Funds such additional
insurance and bonds as it may, from time to time, determine to be necessary or desirable,
including, without limiting the generality of this section, demolition insurance, flood insurance,
and workers’ compensation insurance. The Board shall purchase and maintain such insurance on
personal property owned by the Association and any other insurance that it deems necessary or
desirable.

(b) Coverage Not Available. In the event any insurance policy, or any
endorsement thereof, required by this Section 3.10 is for any reason not available, then the
Association shall obtain such other or substitute policy or endorsement as may be available
which provides, as nearly as possible, the coverage described above. The Board shall notify the
Owners of any material adverse changes in the Association’s insurance coverage.

(¢) Copies of Policies. Copies of all insurance policies (or certificates thereof
showing the premiums thereon have been paid) shall be retained by the Association and shall be
available for inspection by Owners at any reasonable time.

(d) Trustee. All insurance proceeds payable under this Section 3.10 may, in the
discretion of the Board of Directors, be paid to a trustee to be held and expended for the benefit
of the Owners, Mortgagees and others, as their respective interests shall appear. Said trustee shall
be a commercial bank or other institution with trust powers within the County that agrees in
writing to accept such trust. If repair or reconstruction is authorized pursuant to Article VII
below, the Association and any duly appointed trustee shall have the duty to contract for such
work as provided in Article VII.
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(e) Adjustment of Losses. The Board is appointed attorney-in-fact by each
Owner to negotiate and agree on the value and extent of any loss under any policy carried
pursuant to this Section 3.10: The Board is granted full right and authority to compromise and
settle any claims or enforce any claim by legal action or otherwise and to execute releases in
favor of any insured.

(f) Distribution to Mortgagees. Subject to the provisions of Article VII, any
Mortgagee has the option to apply insurance proceeds payable on account of a Lot in reduction
of the obligation secured by the Mortgage of such Mortgagee.

[3.11] Property Taxes and Assessments. To the extent not assessed to or paid directly
by the Owners, the Association shall pay all real and personal property taxes and assessments
levied upon any portion of the Common Area or other property owned by the Association.

[3.12] Mergers and Consolidations. The Association shall have the power to
participate in mergers and consolidations, to the extent permitted by law, with other non-profit
corporations having the same type of primary purposes as the Association, provided that any
such merger or consolidation shall have the prior written approval of two-thirds (2/3) of the
Members, which approval shall be obtained in a meeting of the Association called for that
purpose, written notice of which shall be given to all members of the Association not less than
ten (10) days nor more than ninety (90) days in advance and shall specify the purpose of such
meeting.

[3.13] Dissolution. Upon dissolution of the Association, the assets of the Association
shall be distributed to the Members in equal portions.

[3.14] Assessments. The Association shall have the power to fix and levy assessments
and enforce payment of such Assessments in accordance with Article IV of this Declaration.
Any Assessments levied by the Association against its members shall be levied in accordance
with and pursuant to the provisions of this Declaration.

ARTICLE IV
ASSESSMENTS

[4.1] Covenant To Pay Assessments. Each Owner of one or more Lots, by acceptance
of a deed or other conveyance therefore (whether or not it shall be so expressed in such deed or
conveyance) covenants and agrees to pay to the Association (1) Regular Assessments, (2)
Special Assessments, and (3) Special Individual Assessments. Each such assessment shall be
established and collected as hereinafter provided. Such deed or conveyance shall be deemed to
vest in the Association the right and power to initiate all actions and procedures as the Board
shall deem necessary or appropriate for the collection of such assessments and charges and for
the enforcement of the liens hereinafter described.

[4.2] Extent of Owners’ Personal Obligation for Assessments. All assessments,
together with late charges, interest, and reasonable costs (including reasonable attorney’s fees)
for the collection thereof, shall be a debt and a personal obligation of the person or entity who
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was the Owner of the Lot at the time the assessment is due and shall bind his or her heirs,
devisees, personal representatives, successors and assigns. Except as otherwise provided by law,
each Owner who acquires title to a Lot (whether at judicial sale, trustee’s sale, or otherwise) shall
be personally liable only for assessments attributable to the Lot so purchased which become due
and payable after the date of such sale, and shall not be personally liable for delinquent
assessments of prior Owners unless the new Owner expressly assumes the personal liability.
Any unpaid assessment of a previous Owner shall remain the debt of such previous Owner
against whom assessed. A contract seller of any Lot shall be liable for all such charges until a
conveyance by him or her of the Lot subject to the assessments is recorded in the Office of the
County Recorder of Santa Clara County, California.

[4.3] Creation of Lien. All assessments, together with late charges, interest and
reasonable costs (including reasonable attorney’s fees) for the collection thereof, shall be a
charge on the Lot and shall be secured by a continuing lien upon the Lot against which such
assessment is levied. Any lien for unpaid assessments created pursuant to the provisions of this
Article IV may be subject to foreclosure as provided in Section 4.11 below. The lien provided for
herein shall continue to secure all assessments and additional charges levied upon any Lot
notwithstanding the transfer of record title to such Lot, and any such transfer shall be subject to
the Association’s lien, as long as prior to such transfer a Notice of Delinquent Assessment has
been recorded as provided in the Declaration and by law. The priority of all such liens on each
Lot shall be in inverse order so that upon the foreclosure of the lien for any particular charge on
any Lot, any sale of such Lot, pursuant to foreclosure of the lien, will be made subject to all liens
securing the respective monthly assessments and charges on such Lot for succeeding months.

[4.4] No Avoidance of Assessment Obligations. No Owner may exempt himself from
personal liability for assessments duly levied by the Association, nor release the Lot or other
property owned by him from the liens and charges hereof, by waiver of the use and enjoyment of
the Common Area or any facilities thereon or by abandonment or non-use of his, her, or its Lot
or any other portion of the Development.

[4.5] Regular Assessments.

(a) Preparation of Annual Budget; Establishment of Regular Assessments. Not
less than thirty (30) nor more than ninety (90) days prior to the beginning of the Association’s
fiscal year, the Board shall estimate the total amount required to fund the Association’s
anticipated common expenses for the next succeeding fiscal year including additions to the
Reserve Account established to defray the costs of future repairs, replacements, betterments, or
additions to the Common Areas and of individually-owned areas that the Association is obligated
to maintain and repair, by preparing and distributing to all Members a budget satisfying the
requirements of the By-Laws. I[f the Board fails to distribute the budget for any fiscal year
within the time period provided for in said section, the Board shall not be permitted to increase
Regular Assessments for that fiscal year unless the Board first obtains the vote or written consent
of Members, constituting a Quorum, casting, in person or by proxy, a majority of the votes at a
meeting or election of the Association.

(b) Establishment of Regular Assessments by Board; Membership Approval
Requirements. The total annual expenses and contributions to reserve accounts estimated in the
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Association’s budget (less projected income from sources other than assessments) shall become
the aggregate Regular Assessment for the next succeeding fiscal year, provided that, except as
provided in Section 4.5(a) above and Section 4.5(c) below, the Board may not impose a Regular
Assessment that is more than twenty percent (20%) greater than the Regular Assessment for the
Association’s immediately preceding fiscal year without the vote or written assent of Members,
constituting a Quorum, casting, in person or by proxy, a majority of the votes at a meeting or
election of the Association.

(c) Assessments to Address Emergency Situations. The requirement of a
membership vote to approve Regular Assessment increases in excess of twenty percent (20%) of
the previous year’s Regular Assessment shall not apply to assessment increases necessary to
address Emergency Situations. For purposes of this Section 4.5(c), an Emergency Situation is
anyone of the following:

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

(ii) An extraordinary expense necessary to repair or maintain the Common
Areas or any portion of the separate interest which the Association is obligated to maintain
where a threat to personal safety is discovered;

, (iii) An extraordinary expense necessary to repair or maintain the Common
Areas or any portion of the separate interest which the Association is obligated to maintain that
could not have been reasonably foreseen by the Board in preparing and distributing the budget
pursuant to Section 4.5(a) above, provided that, prior to the imposition or collection of an
assessment under this paragraph, the Board shall pass a resolution containing written findings as
to the necessity of the extraordinary expense involved and why the expense was not or could not
have been reasonably foreseen in the budget process. The Board’s resolution shall be distributed
to the Members together with the notice of assessment. Notwithstanding any contrary provision
contained herein, the Board shall have no authority to acquire and pay for, out of any funds
whatsoever, capital additions and improvements other than for purposes of replacing portions of
the Common Area, having a cost in excess of Fifty Thousand Dollars ($50,000.00) except with
the assent of fifty-one percent (51%) of the regular election votes.

(d) Allocation of Regular Assessment. The total estimated common expenses,
determined in accordance with Section 4.5(a) above, shall be allocated among, assessed against,
and charged to each Lot in equal amounts.

() Assessment Roll. That portion of the estimated common expenses assessed
against and charged to each Lot shall be set forth and recorded in an assessment roll and shall be
maintained and available with the records of the Association and shall be open for inspection at
all reasonable times by each Owner or his or her authorized representative for any purpose
reasonably related to the Owner’s interest as an Owner or as a Member of the Association. The
assessment roll (which may be maintained in the form of a computer printout) shall show for
each Lot the name and address of the Owner of record, all Regular, Special and Special
Individual Assessments levied against each Owner and his or her Lot, and the amount of such
assessments which have been paid or remain unpaid.
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(f) Statement of Assessment. The Board shall mail to each Owner at the street
address of the Owner’s Lot, or at such other address as the Owner may from time to time
designate in writing to the Association, a statement of the amount of Regular Assessments for the
next succeeding fiscal year no less than forty-five (45) days prior to the beginning of the next
fiscal year.

(g) Failure to Make Estimate. If, for any reason, the Board fails to make an
estimate of the common expenses for any fiscal year, then the Regular Assessment for the
preceding fiscal year, together with any Special Assessment made pursuant to this Article for
that year, shall be assessed against each Owner and his or her Lot on account of the then current
fiscal year. Such automatic assessment shall be payable in installment payments (as hereinafter
provided) on the regular payment dates established by the Association.

(h) Installment Payment of Assessments. The Regular Assessment levied
against each Owner and his or her Lot shall be due and payable in advance to the Association in
equal monthly installments on the first day of each month or on such other date or dates as may
be established from time to time by the Board. Installments of Regular Assessments shall be
delinquent if not paid by the thirticth (30th) day after the due date established by the Board.

[4.6] Special Assessments.

(a) Purposes for Which Special Assessments May Be Levied. Subject to the
membership’s approval requirements set forth in Section 4.6(b) below, the Board shall have the
authority to levy Special Assessments (“Special Assessments’) on Owners and their respective
Lots for the following purposes:

(i) Regular Assessments Insufficient in Amount. If, at anytime, the
Regular Assessment for any fiscal year is insufficient in amount due to extraordinary expenses
not contemplated in the budget prepared for said fiscal year, then, except as prohibited by
Section 4.5(a) above, the Board shall levy and collect a Special Assessment, applicable to the
remainder of such year only, for the purpose of defraying, in whole or in part, any deficit which
the Association may incur in the performance of its duties and the discharge of its obligations
thereunder. The Board’s assessment authority pursuant to this subparagraph shall be subject to
membership approval requirements under the circumstances described in Section 4.6(b) below.

(i) Capital Improvements. The Board may also levy Special Assessments
for additional capital improvements within the Common Area (i.e., improvements not in
existence on the date of this Declaration that are unrelated to repairs for damage to, or
destruction of, the existing Common Areas), as allowed by Section 4.5(c)(iii) above. The Special
Assessment power conferred herein is not intended to diminish the Board’s obligation to plan
and budget for normal maintenance and replacement and repair of the Common Area through
Regular Assessments (including the funding of reasonable reserves) or to maintain adequate
insurance on the Common Area in accordance with this Declaration.

(iii) Restoration of Reserve Funds. The Board may also levy Special
Assessments to restore reserve account funds in accordance with California Civil Code Section
1365.5(¢c) or any superseding statute.
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(b) Special Assessments Requiring Membership Approval. No Special
Assessment described in this section, which in the aggregate exceeds five percent (5%) of the
budgeted gross expenses of the Association for the fiscal year in which the Special
Assessment(s) is levied, shall be made without the vote or written assent of Members
constituting a Quorum, casting, in person or by proxy, a majority of votes at a meeting or
election of the Association, provided that this membership approval requirement shall not apply
to any Special Assessment levied to address Emergency Situations as defined in Section 4.5(c)
above.

(¢) Allocation and Payment of Special Assessments. Except as provided herein,
when levied by the Board or approved by the Members as provided above, the Special
Assessment shall be divided among, assessed against and charged to each Owner and his or her
Lot in equal amounts.

Special Assessments for purposes described in Sections 4.6(a)(i) above shall be due as a
separate debt of each Owner and a lien against his or her Lot, and shall be payable to the
Association in equal installments as determined by the Board. Special Assessments for purposes
described in Sections 4.6(a)(ii) and 4.6(a)(iii) above shall be due as a separate debt of each
Owner and a lien against his or her Lot, and shall be payable in full to the Association within
thirty (30) days after the mailing of such notice or within such extended period as the Board shall
determine to be appropriate under the circumstances giving rise to the Special Assessment.

[4.7] Special Individual Assessments.

(a) Circumstances Giving Rise to Special Individual Assessments. In addition
to the Special Assessments levied against all Owners in accordance with Section 4.6 above, the
Board may impose Special Individual Assessments (“Special Individual Assessments™) against
an Owner in any of the circumstances described hereafter, provided that no Special Individual
Assessment may be imposed against an Owner pursuant to this section until the Owner has been
afforded the notice and hearing rights to which the Owner is entitled pursuant to Article X
below. Subject to the foregoing, the acts and circumstances giving rise to liability for Special
Individual Assessments include the following:

(i) Damage to Common Area or Other Property. In the event that any
damage to, or destruction of, any portion of the Common Area or any portion of a Lot which the
Association is obligated to repair and maintain is caused by the willful misconduct or negligent
act or omission of any Owner, any member of his or her family, or any of his or her tenants,
guests, agents, employees, licensees, contract purchasers or invitees, the Board shall cause the
same to be repaired or replaced, and all costs and expenses incurred in connection therewith shall
be assessed and charged solely to and against such Owner as a Special Individual Assessment.

(ii) Expenses Incurred in Gaining Membership Compliance. In the event
that the Association incurs any cost or expenses to accomplish (1) the payment of delinquent
assessments, (2) any repair, maintenance or replacement to any portion of the Development that
the Owner is responsible to maintain under the Governing Documents but has failed to undertake
or complete in a timely fashion, or (3) to otherwise bring the Owner, any member of his or her
family, or any of his or her tenants, guests, agents, employees, licensees, contract purchasers or
invitees, and/or his or her Lot into compliance with any provision of the Governing Documents,
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including the Rules, the amounts incurred by the Association (including title company fees,
accounting fees, court costs and reasonable attorney’s fees) shall be assessed and charged solely
to and against such Owner as a Special Individual Assessment.

(iii) Required Maintenance on Lots. As more particularly provided herein,
if any Lot is maintained so as to become a nuisance, health hazard, fire or safety hazard for any
reason, including, without limitation, the accumulation of trash or junk, the Association shall
have the right to enter said Lot, correct the offensive or hazardous condition, and recover the cost
of such action through imposition of a Special Individual Assessment against the offending
Owner.

(b) Levy of Special Individual Assessment and Payment. Once a Special
Individual Assessment has been levied against an Owner for any reason described above, and
subject to the conditions imposed in this section, such Special Individual Assessment shall be
recorded on the Association’s assessment roll, notice thereof shall be mailed to the affected
Owner, and the Special Individual Assessment shall thereafter be due as a separate debt of the
Owner payable in full to the Association within thirty (30) days after the mailing of notice of the
assessment.

[4.8] Purpose and Reasonableness of Assessments. FEach assessment made in
accordance with the provisions of this Declaration, and in particular, Section 4.3 above, is hereby
declared and agreed to be for use exclusively (1) to promote the recreation, health, safety and
welfare of the individuals residing within the Development; (2) to promote the enjoyment and
use of the property by the Owners and their families, tenants, invitees, licensees, guests and
employees; (3) to provide for the repair, maintenance, replacement and protection of the
Common Area and maintenance of Lots for which the Association is responsible as provided
herein; (4) for payment of taxes on the Common Area; and (5) for payment of insurance as may
be carried by the Association. Each and every assessment levied hereunder is further declared
and agreed to be a reasonable assessment, and to constitute a separate, distinct and personal
obligation (with respect to which a separate lien may be created hereby) of the Owner of the Lot
against which the assessment is imposed that shall be binding on the Owner’s heirs, successors
and assigns, provided that the personal obligation of each Owner for delinquent assessments
shall not pass to the Owner’s successors in title unless expressly assumed by them.

[4.9] Notice For Member Approval. In the event that Member approval is required in
connection with any increase or imposition of assessments as required in this Article TV,
approval of the requisite percentage of the Members shall be solicited either by written ballot or
at a meeting of the Members called for that purpose, duly noticed in accordance with the terms of
the By-Laws.

[4.10] Quorum Requirement For Member Approval. In the event that any Member
approval is required in connection with any increase or imposition of assessments pursuant to
this Article 1V, the Quorum required for such membership action shall be fifty-one percent
(51%) of the voting power of the Association.
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[4.11] Collection of Assessments; Enforcement of Liens.

(a) Delinquent Assessments. If any installment payment of a Regular Assessment
or lump sum or installment payment of any Special Assessment or Special Individual
Assessment assessed to any Owner(s) is not paid in full within fifieen (15) days after the same
becomes due, late charges shall accrue. The late charges shall be ten percent (10%) of the
amount of the delinquent assessment, or Ten Dollars ($10), whichever is greater; or has provided
in Civil Code section 1366, as amended, or any superseding section. The late charge shall
constitute full compensation to the Association for additional bookkeeping, billing and
administrative costs incurred as a result of the late payment of an assessment, but shall not
represent compensation for lost interest, attorney’s fees or other costs of collection, which are
provided for below.

The Association may, in addition to said late charges, recover all reasonable costs
incurred in collecting the delinquent assessment, including reasonable attorney’s fees. If an
assessment is not paid within thirty (30) days after the due date, the Association may, in addition
to said late charges, assess interest on the unpaid delinquent assessments, commencing thirty
(30) days after the assessment becomes due and continuing until paid, at a rate of twelve percent
(12%) per annum, or the highest rate permitted by law, whichever is less. No Owner may exempt
himself or herself from liability for his or her share of assessments, late charges, interest and
costs by waiving the use or enjoyment of the Common Area or by abandoning his or her Lot.

(b) Effect of Nonpayment of Assessments.

(i) “Pre-Lien” Letter. A pre-lien letter shall be sent to the delinquent
Member by certified mail, including (1) an itemized statement of the assessments, late charges
and collection costs charged to the Member’s account; (2) a copy of the Delinquent Assessment
Policy of the Association; and all other items and language required under California Civil Code
Section 1367.1 (a) or comparable superseding statute.

(i) Creation and Imposition of a Lien for Delinquent Assessments. As
more particularly provided in California Civil Code Section 1367.1 or comparable superseding
statute, the amount of any delinquent Regular, Special, or Special Individual Assessment,
together with any late charges, interest and collection costs (including reasonable attorney’s fees)
attributable thereto or incurred in collection thereof, shall be a lien upon the Lot of the Owner so
assessed. The Association may record in the Office of the County Recorder of the County of
Placer a Notice of Delinquent Assessment executed by an authorized representative of the
Association, setting forth (1) the amount of the delinquent assessments(s) and any other sums
duly imposed pursuant to this Article IV and California Civil Code Section 1366; (2) the legal
description of the Owner’s Lot against which the assessment and other sums are levied; (3) the
name of the Owner of record of such Lot; (4) the name and address of the Association; and (5)
the name and address of the trustee authorized by the Association to enforce the lien by sale. The
Owner must receive a copy of the lien no later than ten (10) calendar days after its recording.
The lien shall be sent by certified mail, and a declaration of mailing, documenting such mailing,
shall be executed and maintained on file. Within a reasonable time following payment in full of
the sum then due and payable by the delinquent Owner, the Association shall cause to be
recorded a further notice stating the satisfaction and release of the lien thereof.
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(ili) Remedies Available to the Association to Collect Assessments. The
Association may initiate a legal action against the Owner personally obligated to pay the
delinquent assessment, foreclose its lien against the Owner’s Lot, or accept a deed in lieu of
foreclosure. Foreclosure by the Association of a lien may be by judicial foreclosure or by non-
judicial foreclosure by the trustee designated in the Notice of Delinquent Assessment or by a
trustee substituted pursuant to California Civil Code Section 2934(a). Any sale of a Lot by a
trustee acting pursuant to this Section 4.11 shall be conducted in accordance with California
Civil Code Sections 2924, 2924(b) and 2924(c) applicable to the exercise of powers of sale in
mortgages or deeds of trust.

(iv) Non-judicial Foreclosure. Non-judicial foreclosure, if deemed
appropriate by the Board, shall be commenced by the Association by recording in the Office of
the County Recorder a Notice of Default, which notice shall state all amounts which have
become delinquent with respect to the Owner’s Lot, and the collection costs (including attorney’s
fees), penalties and interest that have accrued thereon, the amount of any assessment which is
due and payable although not delinquent, a legal description of the property with respect to
which the delinquent assessment is owed, and the name of the Owner of record or reputed Owner
thereof. The Notice of Default shall state the election of the Association to sell the Lot or other
property to which the amounts relate and shall otherwise conform with the requirements for a
Notice of Default under California Civil Code Section 2924(c), or comparable superseding
statute. The Notice of Default shall not be recorded until thirty (30) days have elapsed since the
recording of the lien. During this thirty (30) day period, an Owner may “pay under protest” as
outlined in California Civil Code Section 1366.3 or any superseding statute. In those instances,
the Association shall inform the Owner of his (or her) right to attempt to resolve the dispute
through Alternative Dispute Resolution as described in Article X below, civil action, and other
procedures to resolve the dispute that may be available through the Association. The Association
shall have the rights conferred by California Civil Code Section 2934(a) to assign its rights and
obligations as trustee in any non-judicial foreclosure proceedings to the same extent as a trustee
designated under a deed of trust, and for purposes of said Section 2934(a), the Association shall
be deemed to be the sole beneficiary of the delinquent assessment obligation. Furthermore, in
lieu of an assignment of trusteeship, the Association shall be entitled to employ the services of a
title insurance company or other responsible company authorized to serve as a trustee in non-
judicial foreclosure proceedings to act as an agent on behalf of the Association in commencing
and prosecuting any non-judicial foreclosure hereunder.

(v) Actions for Money Judgment. In the event of a default in payment of
assessments, the Association, in its name but acting for and on behalf of all other Owners, may
initiate legal action in addition to any other remedy provided herein or by law, to recover a
money judgment or judgments for unpaid assessments, costs and attorney’s fees without
foreclosure or waiver of the lien securing the same.

[4.12] Transfer of Lot by Sale or Foreclosure. Except as otherwise provided by law,
the sale or transfer of any Lot shall not affect any assessment lien duly recorded with respect to
such Lot prior to the sale or transfer. However, the sale or transfer of any Lot pursuant to the
foreclosure of any first mortgage shall extinguish the lien and such assessments as to payments
which became due prior to such sale or transfer, unless provided otherwise by law. No sale or
transfer of a Lot as a result of foreclosure, exercise of a power of sale or otherwise, shall relieve
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the new Owner of such Lot, whether it be the former beneficiary of the first mortgage or other
prior encumbrance, or a third party, from liability for any assessments thereafter becoming due
or from the lien thereof.

Unless otherwise provided by law, when the first mortgagee or other purchaser of a Lot
obtains title to the same as a result of foreclosure of any such first mortgage or other prior
encumbrances or exercise of a power of sale contained therein, the person acquiring title, his or
her successors and assigns, shall not be solely liable for the assessments chargeable to such Lot
which became due prior to the acquisition of title. Instead, such unpaid assessments shall be
deemed to be common expenses collectible from the Owners of all the Lots, including such
acquirer, his or her successors and assigns. Furthermore, foreclosure shall not affect the
Association’s right to maintain an action for the collection of delinquent assessments against the
foreclosed party personally.

[4.13] Priorities. Except as otherwise expressly provided by law, the lien securing each
of the assessments provided for under this Article IV shall have priority over all other liens and
encumbrances applicable to the Lots, except (1) all taxes, bonds, assessments and other levies
which, by law, would be superior thereto, and (2) the lien or charge of any first mortgage of
record (meaning any recorded mortgage or deed of trust with first priority over other mortgages
or deeds of trust) made in good faith and for value, provided that such subordination shall apply
only to the assessments which have become due and payable prior to the transfer of such
property pursuant to the exercise of the power of sale or a judicial foreclosure involving a default
under such first mortgage or deed of trust, or other prior encumbrance, unless otherwise provided
by law.

[4.14] Unallocated Taxes. In the event that any taxes are assessed against the Common
Area, or the personal property of the Association, rather than being assessed to the Lot, such
taxes shall be included in the Regular Assessments imposed pursuant to Section 4.5 above, and if
necessary, a Special Assessment may be levied against the Lots in an amount equal to such taxes
to be paid in two installments, thirty days prior to the due date of each tax installment.

[4.15] Waiver of Exemptions. Each Owner, to the extent permitted by law, waives, to
the extent of any liens created pursuant to this Article TV, the benefits of any homestead or
exemption law of California in effect at the time any assessment or installment thereot becomes
delinquent or any lien is imposed against the Owner’s Lot.

[4.16] Notice of Default. The beneficiaries and/or their successors and assigns, upon
written request for such notification, shall be entitled to written notification from the Association
of default by the mortgagor of any Lot in the performance of such mortgagor’s obligations under
this Declaration, the Articles, or the By-Laws which is not cured within sixty (60) days.

[4.17] Estoppel Certificate. A certificate executed and delivered by a majority of the
Board of Directors of the Association, stating an amount for all past due Regular Assessments,
Special Assessments, and Special Individual Assessments, and all interest and late charges
thereon, as of a specified date, which are the basis for a lien or liens hereunder, or a certificate
stating that no Regular Assessment, Special Assessment, or Special Individual Assessment is
unpaid as of a specified date, or a certificate stating that a particular monthly or special
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assessment has or has not been paid as of a specified date, shall be conclusive upon the
Association and all Owners as to any fact stated therein and in favor of all persons who rely
thereon in good faith. Such certificate shall be furnished to any Owner upon request and at a
reasonable fee not to exceed Ten Dollars ($10.00).

[4.18] Exemption of Certain of the Properties from Assessments. The following real
property subject to this Declaration shall, unless devoted to the use as a residential dwelling, be
exempt from the Assessments and the lien thereof provided herein:

(a) Any portion of the Properties dedicated and accepted by a local public
authority;

(b) The Common Area and Common Facilities; and
(¢) Any Lot owned by the Association.
[4.19] Maintenance of Assessment Funds.

(a) Bank Accounts. All sums received or collected by the Association from
Assessments, together with any interest or late charges thereon, shall be promptly deposited in
one or more insured checking, savings or money market accounts in a bank or savings and loan
association selected by the Board of Directors and located within the County. In addition, the
Board shall be entitled to make prudent investment of reserve funds in insured certificates of
deposit, money market funds or similar investments consistent with the investment standards
normally observed by trustees. The Board and such officers or agents of the Association as the
Board shall designate shall have exclusive control of said account(s) and investments and shall
be responsible to the Owners for the maintenance at all times of accurate records thereof. The
withdrawal of funds from Association accounts shall be subject to the minimum signature
requirements imposed by California Civil Code Section 1365.5 and Section 13.5 of the By-Laws.
Any interest received on deposits shall be credited proportionately to the balances of the various
Assessment fund accounts maintained on the books of the Association as provided in
subparagraph (b), below.

(b) Expenditure of Assessment Funds. Except as provided below, the proceeds
of each Assessment shall be used only for the purpose for which such Assessment was made, and
such funds shall be received and held in trust by the Association for such purpose.
Notwithstanding the foregoing, the Board, in its discretion, may make appropriate adjustments
among the various line items in the Board’s approved general operating budget if the Board
determines that it is prudent and in the best interest of the Association and its Members to make
such adjustments. If the proceeds of any Special Assessment exceed the requirement for which
such Assessment was levied, such surplus may, in the Board’s discretion, be: (1) returned
proportionately to the contributors thereof; (2) reallocated among the Association’s reserve
accounts if any such account is, in the Board’s opinion, under-funded; or (3) credited
proportionately on account of the Owner’s future Regular Assessment obligations.

(¢) Commingling of Funds. To preclude a multiplicity of bank accounts, the
proceeds of all Assessments may be commingled in one or more accounts and need not be
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deposited in separate accounts so long as the separate accounting records described herein are
maintained. For purposes of accounting, but without requiring any physical segregation of assets,
the Association shall keep a separate accounting of all funds received by it in payment of each
Assessment and of all disbursements made therefrom; provided, however, that receipts and
disbursements of Special Assessments made pursuant to Section 4.6 above, shall be accounted
for together with the receipts and disbursements of Regular Assessments, and a separate
accounting shall be maintained for each capital Improvement for which reserve funds for
replacement are allocated.

Unless the Association is exempt from federal or state taxes, all sums allocated to capital
replacement funds shall be accounted for as contributions to the capital of the Association as a
trust fund segregated from the regular income of the Association or in any other manner
authorized by law or regulations of the Internal Revenue Service and the California Franchise
Tax Board that will prevent such funds from being taxed as income of the Association.

(d) Reserve Funds. The Board shall not expend funds designated as reserve
funds for any purpose other than the repair, restoration, replacement, or maintenance of, or
litigation involving the repair, restoration, replacement, or maintenance of, major components
which the Association is obligated to repair, restore, replace, or maintain and for which the
reserve fund was established. However, the Board may authorize the temporary transfer of
money from a reserve fund to the Association’s general operating fund to meet short-term cash-
flow requirements or other expenses, provided the Board has made a written finding, recorded in
the Board’s minutes, explaining the reasons the transfer is needed, and describing when and how
the money will be repaid to the reserve fund.

The transferred funds shall be restored to the reserve fund within one year of the date of
the initial transfer, except that the Board may, upon making a finding supported by
documentation that a temporary delay would be in the best interest of the Association, delay
restoration of these funds to the reserve account, and shall, if necessary, levy a Special
Assessment to recover the full amount of the expended funds within the time limits required by
this section. This Special Assessment is subject to the limitation imposed by California Civil
Code Section 1366 and Section 4.6(c) above. The Board may, in its discretion, extend the date
the payment on the Special Assessment is due. Any extension shall not prevent the Board from
pursuing any legal remedy to enforce the collection of an unpaid Special Assessment.

When the decision is made to use reserve funds or to temporarily transfer money from the
reserve fund to pay for litigation, the Association shall notify the Members of that decision in the
next available mailing to all Members pursuant to California Corporations Code Section 5016,
and of the availability of an accounting of those expenses. The Association shall make an
accounting of expenses related to the litigation on at least a quarterly basis. The accounting shall
be made available for inspection by Members at the Association’s principal office.
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ARTICLE V
MAINTENANCE AND REPAIR OBLIGATIONS

[5.1] Common Area. The Association shall maintain or provide for the maintenance,
repair and replacement of all Common Areas, including all Improvements of whatever kind and
for whatever purpose located thereon. The Association’s obligation to provide for the
maintenance, repair and replacement of Common Areas shall include, but is not limited to, all
landscaping, fences except privacy fences, and lighting; paved areas, curbs and sidewalks, utility
laterals. No person other than the Association or its duly authorized agents shall construct,
reconstruct, refinish, alter or maintain any improvement upon, or shall create any excavation or
fill or change the natural or existing drainage of any portion of the Common Areas. In addition,
no person shall remove any tree, shrub or other vegetation from, or plant any tree, shrub, or other
vegetation upon the Common Areas without express approval of the Association.

[5.2] Exterior Maintenance. The Association shall provide for the exterior
maintenance, repair and replacement within the Development. Such exterior maintenance shall
not include glass surfaces, screens, screen doors, exterior doors, window fixtures, interior pipes
running to exterior faucets, the exterior faucets, decks, plumbing, electrical, heating, and gas
lines and conduit servicing the Lot. The Association is not responsible for frozen or burst water
pipes located in a townhome. The Association shall have the exclusive right and responsibility
to landscape, maintain and repair the landscaping on each lot in the Development except that the
landscaping on any Exclusive Use Common Area over which an exclusive easement has been
granted to any Lot, shall be the responsibility of the Owner of said Lot.

[5.3] Owner Maintenance Responsibility. Except for those portions which the
Association is required to maintain and repair hereunder, each owner shall, at his sole cost and
expense, maintain and repair his residence, keeping the same in good condition and making all
repairs as required. With the prior written consent of the Association, any Owner may perform
for his Residence at his sole cost, any service that might otherwise be provided by the
Association hereunder.

(a) The Owner shall be responsible for all maintenance and repairs related to
any Owner-installed or Owner-modified features. Owner-installed or Owner- modified features
are those which differ from the original construction.

(b) The Owner is responsible for the maintenance, repair and replacement of all
doors. The Association, may, as a courtesy paint the exterior doors during its regularly
contracted painting schedule.

(¢) The Owner is responsible for the maintenance, repair and replacement of all
windows and screens.

(d) The Owner is responsible to repair and maintain all decks and exterior
structures according to Association standards.
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