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March 30, 2011

James Holman and Carol D. Homan
14822 N 172nd Ln
Surprise, AZ 85388

Dear James Holman and Carol D. Homan,
Congratulations on the prospective purchase of your new residence!

Your new home is located in a community managed by Rossmar & Graham. We are the oldest, largest and most diversified
community association management company in the Valley. We manage over 350 associations and we offer a wide range of
essential services to our communities. We have offices strategically located in Mesa, Scottsdale and Peoria. We look forward to
being your association management company and getting to know you.

This letter is our way of communicating with you early in the process in order to be of greater service to you when you complete
the purchase of your residence. Until we actually receive a recorded deed, we may not be able to process all matters regarding
your account and receipt of a recorded deed from your title company may take up to six weeks from the date of closing. Until
then, if you have any questions, please feel free to contact our office at 480-551-4300 where you will be directed to a Call Center
Customer Care Representative who is familiar with your community.

We wish you the very best of luck with the successful purchase of your new residence and we look forward to the opportunity to
serve you in the future.

Regards,

Jim Hanley

President

Rossmar & Graham

Community Association Management
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March 30, 2011

James Holman and Carol D. Homan

14822 N 172nd Ln

Surprise, AZ 85388

Dear James Holman and Carol D. Homan:

Rossmar & Graham represents your Board of Directors and provides management services to your community. We welcome the
opportunity to serve you and look forward to a great relationship. Rossmar & Graham has been in business since 1968. We

specialize in the management of HOA and condominium associations and presently manage several associations in your area.

We have three branch offices here in the valley.

Main Office Mesa Office Peoria Office
9362 E Raintree Drive 1801 S Extension Rd, Suite 124 15396 N 83rd Ave
Scottsdale, AZ 85260 Mesa, AZ 85210 Bldg B - Suite 101

Peoria, AZ 85381

If you need to contact us after hours, on weekends or in case of an emergency, please call (602) 336-2700. Our regular
business office hours are 8:00 am until 5:00 pm, Monday through Friday.

Your community manager will be your primary contact and will be touring your community regularly for the purpose of CC&R
compliance and supervising maintenance activities. Your community manager will also be working with your Board of Directors
in an effort to enrich lifestyles within the community, enhance property values and to ensure that all administrative and financial
matters are in order.

Please make your assessment checks payable to your homeowner's association and include your account number(s) on your
check. You will receive your payment coupons or payment statement in the near future. As an alternative we recommend you
use Pay Lease, a convenient, no-cost way to pay your Association maintenance fee.

To better serve you, our Call Center Customer Care Staff is standing by to answer any questions you may have regarding your
account and your community. Please call our main number (480) 551-4300 for assistance. At Rossmar & Graham we have built
a team of professionals you can count on and we look forward to the opportunity to serve you. If | may ever be of personal
assistance, please feel free to contact me at (480) 551-4370.

Sincerely yours,

Rossmar & Graham
Community Association Management

%fl/{ W

Karen Crandell
Director Resale/Disclosure Department
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Disclosure Letter RG-B15810

March 30, 2011

James Holman and Carol D. Homan
14822 N 172nd Ln
Surprise, AZ 85388

Re: Sierra Montana Homeowners Association
Lot Number: 0011
Escrow Number: 478779

Dear James Holman and Carol D. Homan,

Rossmar & Graham is the managing agent for Sierra Montana Homeowners Association. Enclosed is a Resale Statement from
the Association with respect to the pending sale of the above-referenced residence and copies of the Declaration, Bylaws and
Rules and Regulations of the Association as required by state law.

The Resale Statement indicates the amount of your common expense assessments, the frequency of payments and the date
through which the assessments have been paid. Any balance owing BY THE SELLER/BUYER through the date of closing,
including special assessments, other assessments, fees or charges currently due is summarized below:

Unpaid Common Expense Assessments: $1,453.70 (Balance includes
assessments, late fees and attorney
costs)

Next Day (1-2 days) Resale Disclosure Package Fee: $554.95

NOTE: The balances shown above as owing by the seller do not reflect any liability by the buyer prior to closing! The
title/escrow company will explain the above balances and prorations as a part of the closing process. The Resale and
Disclosure Fees are payable to Rossmar & Graham, and the balance is paid to the Association. *Resale and Disclosure Fees
are payable by the seller whether or not the sale is completed.

Buyer is Responsible to Pay:
Please acknowledge your receipt of the Resale Statement and copies of the Declaration, Bylaws and Rules and Regulations of
the Association by dating and signing the enclosed receipt and returning it to Rossmar & Graham as soon as possible.

If you have any questions, please contact the Resale/Disclosure Department at Rossmar & Graham, (480) 551-4300.
Thank you.



B Rossmar & Graham Prc:eiseld by
LJ 9362 E. Raintree Drive D Of‘
Ghossmar,  Scotisdale, AZ 85260
. (480) 551-4300 WelcomeLink-

Planned Community Resale Statement RG-B15810

March 30, 2011
Seller: Christopher Dean and Lucia Dean

Purchaser: James Holman and Carol D. Homan

Escrow Agent: LAVERNE ROBBINS
Company: GREAT AMERICAN TITLE
Phone: (602) 412-4545

Escrow Number: 478779

Unit Description: 14822 N 172nd Ln
Surprise, AZ 85388

This Resale Statement is being furnished to the above-described Purchaser by Sierra Montana Homeowners Association (the
"Association") pursuant to A.R.S. Section 33-1806 in connection with the sale of the Unit.

Association Information

The following is the principal contact for the Association:

Name: Rossmar & Graham
Address: 9362 E. Raintree Dr Scottsdale, AZ 85260
Phone: (480) 551-4300
Contact: Roger Hartzog
Mark Sirota

Assessment & Current Reserve Information

A statement, including the amount of common regular assessment and any balance owing BY THE SELLER/BUYER through
the date of closing, including special assessments, other assessments, fees or charges currently due is summarized below:

The common regular assessment for 2011 is $599.96 in installments of $149.99 payable Quarterly and is assessed on the
1st.

Current Special Assessments? no
Pending Vote for Special Assessments? No
Current reserve balance: $41,807.47

* See Disclosure Letter for details of assessments owing by the seller prior to closing

Purchaser and/or Escrow Agent should contact Rossmar & Graham, the contact for the Association, three (3) days prior to
the closing of the sale to obtain an update of the amounts due from Seller.
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Planned Community Resale Statement (continued) RG-B15810

Insurance Information

A portion of the Unit is not covered by insurance maintained by the Association. For information on insurance maintained by the
Association, please contact:

Insurance Company: Community Association Underwriters of America, Inc.

Insurance Agent: Scott McLaughlin
Insurance Telephone: 800-228-1930

Violation Information

The records of the Association reflect the following alterations or improvements to the Unit which violate the provisions of the
declaration: There are none known to the association.

This statement by the Association does not relieve the Seller of the Unit from the obligation to disclose alterations or
improvements to the Unit which violate the declaration or which may not have been approved, nor does it preclude the
Association from taking action against the purchaser of the Unit for violations existing at the time of purchase. There may be
other items that have not been noted on this statement as it relates to landscaping or architectural improvements that may or
may not be approved by the Association at the time of receipt of this notice. If you have any questions as to whether an
improvement has been approved by the Board or Architectural committee please contact the Association Manager. A.R.S.
Section 33-1260 Section 3 (e) reads in part; "Nothing in this subdivision relieves the seller of a unit from the obligation to
disclose alterations or improvements to the unit that violate the declaration, nor precludes the association from taking action
against the purchaser of a unit for violations apparent at the time of purchase that are not reflected in the association's records."

Litigation Information

The following litigation is currently pending by the Association against the Unit Owner or by the Unit Owner against the
Association with respect to the Unit: There is no current litigation.

Information with respect to any such litigation should be obtained from the public records.
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Planned Community Resale Statement (continued) RG-B15810

Association Documents Information

The Association is furnishing to the Purchaser together with this Resale Statement, copies of the following documents: (1) the
Declaration (CC&R's), Bylaws, and Rules and Regulations (if applicable), together with all amendments to each; (2) the current
operating budget of the Association; (3) the most recent annual financial report of the Association or a summary thereof if the
report is more than ten pages; and (4) the most recent reserve study of the Association, if any.

Except for the statements set forth in this Resale Statement, the Association makes no statements or representations of any
kind concerning the Unit, including without limitation, the suitability of the Unit for the Purchaser's purposes, engineering or
architectural design, or quality or manner of construction of the Unit, use or installation of specific materials, location of
improvements within the boundaries of the Unit, or compliance of the Unit with any laws, ordinances, rules or regulations. The
Association undertakes no obligation to update or supplement this Statement at any time after the date hereof.

This Statement was produced for the Association by:
Rossmar & Graham
Resale/Disclosure Department
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Receipt for Disclosure Package RG-B15810

| hereby acknowledge receipt of the Resale Disclosure Package and copies of the Declaration, Bylaws and Rules and
Regulations, if any, of the homeowner's association known as Sierra Montana Homeowners Association. This disclosure
package was processed by Rossmar & Graham on behalf of Sierra Montana Homeowners Association on March 30, 2011.

HB 2154
House Bill 2154 will amend A.R.S. 33-1260 and 33-1806 on August 12, 2005 as signed by the governor.

House Bill 2154 reads:

"l hereby acknowledge that the declaration, bylaws and rules of the association constitute a contract between the association
and me (the purchaser). By signing this statement, | acknowledge that | have read and understand the association's contract
with me (the purchaser). | also understand that as a matter of Arizona law, if | fail to pay my association assessments, the
association may foreclose on my property."

This signed statement must be returned within 14 calendar days.

Buyer's Name Signed:

Dated:

Buyer's Name Printed: James Holman and Carol D. Homan

Property Address: 14822 N 172nd Ln
Surprise, AZ 85388

Note: If your address is different than the address shown above, please indicate your current address here:

Return to:

Rossmar & Graham
Resale/Disclosure Department
9362 E. Raintree Dr
Scottsdale, AZ 85260



OWNER DIRECTORY FORM

In the past, we have experienced emergency situations that have made us aware of the critical need for
a current list of names and telephone numbers of owners and renters in each community. Please
complete this form with the pertinent information and return it to Rossmar & Graham, so that we may
have this information on file. This information will only be used by Rossmar & Graham and/or the
Association, should the need arise to contact you.

COMMUNITY NAME:

OWNER(S) NAME:

ADDRESS:

E-MAIL ADDRESS:

MAILING ADDRESS (IF OTHER THAN HOME ADDRESS):

PHONE NUMBERS: HOME

HOME

TENANT INFORMATION (IF APPLICABLE):

NAME:

PHONE NUMBERS: HOME

HOME

OWNER SIGNATURE:

(MUST SIGN)

PLEASE MAIL TO:
Rossmar & Graham
9362 E. Raintree Drive
Scottsdale, AZ 85260
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SUBJECT: RENTAL HOMES

Many home buyers from various parts of the country who purchase homes in Arizona may not be
aware of a requirement to register rental homes. This requirement does not affect you if you are
using the home as a second residence.

This letter and its attachment are intended as another service to our communities. Some owners
may not realize that Arizona statute ARS 33-1902 requires the registration of all residential rental
properties with the Assessor’s Office of the county in which the property is located. The
attached form is for your use if you are planning to utilize your new residential property as rental
property. If you prefer, you may register online. For your convenience, a listing is provided
below for the various counties in which our communities are located.

Please note that some communities may have rules and regulations concerning rental properties
within their association’s governing documents. You may wish to take a moment to review these
documents to verify the reporting guidelines for your particular association.

We wish you the very best with your new purchase ... please feel free to contact us should you
have any questions.

Sincerely,

ROSSMAR & GRAHAM
Caring for Communities

Maricopa County: WWW.maricopa.gov/assessor
Pima County: WWW.pima.gov/assessor
Pinal County: www.pinal.gov/assessor

Scottsdale - Corporate: 9362 E. Raintree Drive * “_‘_"n:ottsclale. AZ BE260
Mesa/Central \'-n“cr\' - Branch: 1801 5. Extension * Suite 124 Mesa, AZ 85210
Peoria - Branch: 15396 N. 83rd Avenue * Blclgj. B, Suite 101 + Peoria, A7 85382
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NOTIFICATION OF ARIZONA RESIDENTIAL RENTAL PROPERTY
Pursuant to A.R.S. §§ 33-1901 and 33-1902 (see reverse side)

INSTRUCTIONS: in compliance with A.R.S. § 33-1902(A): an owner of residential rental property shall maintain with the Assessor in
the county where the property is located information required by this section in @ manner to be determined by the Assessar. If the
property is owned by a corporation, limited liability company, partnership, limited partnership, trust or real estate investment trust,
include the name, address and telephone number of the business entity and the statutory agent, if applicable.

Pursuant to A.R.S. § 33-1902(B): an out-of-state owner of residential rental property shall designate and record with the County
Assessor a statutory agent who lives in this state and who will accept legal service on behalf of the owner. A person who fails to comply
with any provision of this section shall be assessed a civil penalty of one thousand dollars, plus an additional one hundred dollars for
each month after the date of the original violation until compliance occurs.

Retain a copy of this completed form for your records.

1. PROPERTY INFORMATION:
List County where property is located (required):

Check property type:[[] Single Family Residence [] Multiple Family Residence [J Mobile Home {T] MH/RV Park space
Property Site Address:

Street # Street Direction Street Name Street Type (Ave;Lane.etcj) Suffix (if any)
City/Town: Zip Code:

List the year the bullding was built:

List Additional Parcel Numbers for this property (up to four):
Parcel Number:

For Unsecured Mobile Homes ONLY
List Tax Roll #

ATTACH LIST FOR ANY ADDITIONAL PARCELS
2. OWNERSHIP INFORMATION: (Please Print)

Check below to indicate form of ownership (Property Owner OR Business Entity):

T Property owner, list name of owner:

Last Name First Name
Street Address: (no P.O. Box) .
City/State: Zip Code; Telephone # ( )
List the name of the business entity:
Street Address: (no P.O. Box)
City/State: Zip Code; Telephone # ( )

If the business entity is a:
[J Corporation, list name of corporate officer:
[ Limited fiability company, list name of managing or administrative member:

[] Partnership, list name of general partner:
O Limited partnership, list name of general pariner:
[J Trust, list name of trustee;
] Real estate investment trust, list name of general partner or officer:

3. QUT-OF-STATE OWNER'S DESIGNATION OF AGENT: ) o
A.R.S. §33-1902(B) requires that if the owner listed above lives out of state, that a statutory agent is designated who resides in
Arizona to accept legal service on behalf of the owner of residential rentat property.

Name of statutory agent: Address:;
Last Name First Name
City: AZ Zip Code: Telephone# ()

4. REQUIREMENT TO UPDATE INFORMATION:

Under penalty of law the owner of Arizona residential rental property shall update any information listed above within ten days after a
change in the information occurs.

1 request that the Assessor update the following information:  Mailing Address [] Legal Class

| hereby affirm that the information included or attached is true and correct.

x N
Signature of Property Owner or Business Entity's Representative Date




CHAPTER 17
RESIDENTIAL RENTAL PROPERTY
ARTICLE 1. GENERAL PROVISIONS
33-1901. Definitions
A. In this article, unless the context otherwise requires:

+ “"Managing Agent” means a person, corporation, partnership or limited liability company that is authorized by the
owner to operate and manage the property.

+ “Residential Rental Property” means property that is used solely as leased or rented property for residential
purposes. [f the property is a space rental mobile home park or a recreational vehicle park, “Residential Rental
Property” includes the rental space that is leased or rented by the owner of that rental space but does not include
the mobile home or recreational vehicle that serves as the actual dwelling if the dwelling is owned and occupied
by the tenant of the rental space and not by the owner of the rental space.

¢ “Slum Property” means residential rental property that has deteriorated or is in a state of disrepair and that
manifests one or more of the following conditions that are a danger to the health or safety of the public:

(a)  Structurally unsound exterior surfaces, roof, walls, doors, floors, stairwells, porches or railings.

(b)  Lack of potable water, adequate sanitation, facilities, adequate water or waste pipe connections.

(c) Hazardous electrical systems or gas connections.

(d) Lack of safe, rapid egress.

(e)  Accumulation of human or animal waste, medical or biological waste, gaseous or combustible materials,
dangerous or corrosive liquids, flammable or explosive materials or drug paraphernalia.

33-1902. Residential rental property; recording with the assessor; agent

designation; civil penalty.

A. An owner of residential rental property shall maintain with the assessor in the county where the property is located
information required by this section in a manner to be determined by the assessor. The owner shall update any
information required by this section within ten days after a change in the information occurs. The following information
shall be maintained:

1. The name, address and telephone number of the property owner.

2. If the property is owned by a corporation, limited liability company, partnership, limited partnership, trust or real
estate investment trust, the name, address and telephone number of the statutory agent, if applicable, and the
following:

(@) For a corporation, a corporate officer.

(b) For a partnership, a general partner.

(c) For a limited liability company, the managing or administrative member.
(d) For alimited partnership, a general partner.

(e) Foratrust, atrustee.

(f) For real estate investment trust, a general partner or an officer.

3. The street address and parcel number of the property.

4. The year the building was built.

B. An owner of residential rental property who lives outside this state shall designate and record with the assessor a
statutory agent who lives in this state and who will accept legal service on behalf of the owner. The owner shall
designate the agent in a manner to be determined by the assessor. The information shall include the name, address
and telephone number of the agent.

C. Residential rental property shall not be occupied if the information required by this section is not on file with the county
assessor. This subsection does not affect any existing lease.

D. All records, files and documents that are required by this section are public records.

E. A person who fails to comply with any provision of this section shall be assessed a civil penalty of one thousand
dollars, plus an additional one hundred dollars for each month after the date of the original violation until compliance
occurs. The court shall not suspend any portion of the civil penalty provided by this subsection.

F. Notwithstanding subsection E of this section, if a person complies within ten days after receiving the complaint that
notices the violation, the court shall dismiss the complaint and shall not impose a civil penalty.

G. In carrying out the provisions of this section the county assessor shall have immunity as provided in Section 12-820.01.

Return completed form to:

Maricopa County Assessor
301 W Jefferson Suite 330
Phoenix AZ 85003-2196
(602) 506-3406

CA 01901-2 (Rev. 8/6/98)
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prepared exclusively for:

14822 N 172nd Ln
Surprise, AZ 85388



PLEASE NOTE This package contains the most recent documents on file with the
Resale/Disclosure Department on the date requested, and may not include all relevant
legal and financial information available for this Association. No representation is made by
Rossmar & Graham, WelcomelLink, Inc., or their affiliates with respect to the accuracy and
completeness of this information. Before taking any action in reliance upon the information
contained herein, please consult qualified legal counsel and/or the legal instruments of the
Association as recorded and filed with the appropriate governmental authority or
jurisdiction.
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March 30, 2011

James Holman and Carol D. Homan
14822 N 172nd Ln
Surprise, AZ 85388

Dear James Holman and Carol D. Homan,
Congratulations on the prospective purchase of your new residence!

Your new home is located in a community managed by Rossmar & Graham. We are the oldest, largest and most diversified
community association management company in the Valley. We manage over 350 associations and we offer a wide range of
essential services to our communities. We have offices strategically located in Mesa, Scottsdale and Peoria. We look forward to
being your association management company and getting to know you.

This letter is our way of communicating with you early in the process in order to be of greater service to you when you complete
the purchase of your residence. Until we actually receive a recorded deed, we may not be able to process all matters regarding
your account and receipt of a recorded deed from your title company may take up to six weeks from the date of closing. Until
then, if you have any questions, please feel free to contact our office at 480-551-4300 where you will be directed to a Call Center
Customer Care Representative who is familiar with your community.

We wish you the very best of luck with the successful purchase of your new residence and we look forward to the opportunity to
serve you in the future.

Regards,

Jim Hanley

President

Rossmar & Graham

Community Association Management
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Planned Community Resale Statement RG-B15810

March 30, 2011
Seller: Christopher Dean and Lucia Dean

Purchaser: James Holman and Carol D. Homan

Escrow Agent: LAVERNE ROBBINS
Company: GREAT AMERICAN TITLE
Phone: (602) 412-4545

Escrow Number: 478779

Unit Description: 14822 N 172nd Ln
Surprise, AZ 85388

This Resale Statement is being furnished to the above-described Purchaser by Sierra Montana Homeowners Association (the
"Association") pursuant to A.R.S. Section 33-1806 in connection with the sale of the Unit.

Association Information

The following is the principal contact for the Association:

Name: Rossmar & Graham
Address: 9362 E. Raintree Dr Scottsdale, AZ 85260
Phone: (480) 551-4300
Contact: Roger Hartzog
Mark Sirota

Assessment & Current Reserve Information

A statement, including the amount of common regular assessment and any balance owing BY THE SELLER/BUYER through
the date of closing, including special assessments, other assessments, fees or charges currently due is summarized below:

The common regular assessment for 2011 is $599.96 in installments of $149.99 payable Quarterly and is assessed on the
1st.

Current Special Assessments? no
Pending Vote for Special Assessments? No
Current reserve balance: $41,807.47

* See Disclosure Letter for details of assessments owing by the seller prior to closing

Purchaser and/or Escrow Agent should contact Rossmar & Graham, the contact for the Association, three (3) days prior to
the closing of the sale to obtain an update of the amounts due from Seller.
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Planned Community Resale Statement (continued) RG-B15810

Insurance Information

A portion of the Unit is not covered by insurance maintained by the Association. For information on insurance maintained by the
Association, please contact:

Insurance Company: Community Association Underwriters of America, Inc.

Insurance Agent: Scott McLaughlin
Insurance Telephone: 800-228-1930

Violation Information

The records of the Association reflect the following alterations or improvements to the Unit which violate the provisions of the
declaration: There are none known to the association.

This statement by the Association does not relieve the Seller of the Unit from the obligation to disclose alterations or
improvements to the Unit which violate the declaration or which may not have been approved, nor does it preclude the
Association from taking action against the purchaser of the Unit for violations existing at the time of purchase. There may be
other items that have not been noted on this statement as it relates to landscaping or architectural improvements that may or
may not be approved by the Association at the time of receipt of this notice. If you have any questions as to whether an
improvement has been approved by the Board or Architectural committee please contact the Association Manager. A.R.S.
Section 33-1260 Section 3 (e) reads in part; "Nothing in this subdivision relieves the seller of a unit from the obligation to
disclose alterations or improvements to the unit that violate the declaration, nor precludes the association from taking action
against the purchaser of a unit for violations apparent at the time of purchase that are not reflected in the association's records."

Litigation Information

The following litigation is currently pending by the Association against the Unit Owner or by the Unit Owner against the
Association with respect to the Unit: There is no current litigation.

Information with respect to any such litigation should be obtained from the public records.
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Planned Community Resale Statement (continued) RG-B15810

Association Documents Information

The Association is furnishing to the Purchaser together with this Resale Statement, copies of the following documents: (1) the
Declaration (CC&R's), Bylaws, and Rules and Regulations (if applicable), together with all amendments to each; (2) the current
operating budget of the Association; (3) the most recent annual financial report of the Association or a summary thereof if the
report is more than ten pages; and (4) the most recent reserve study of the Association, if any.

Except for the statements set forth in this Resale Statement, the Association makes no statements or representations of any
kind concerning the Unit, including without limitation, the suitability of the Unit for the Purchaser's purposes, engineering or
architectural design, or quality or manner of construction of the Unit, use or installation of specific materials, location of
improvements within the boundaries of the Unit, or compliance of the Unit with any laws, ordinances, rules or regulations. The
Association undertakes no obligation to update or supplement this Statement at any time after the date hereof.

This Statement was produced for the Association by:
Rossmar & Graham
Resale/Disclosure Department
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Disclosure Letter RG-B15810

March 30, 2011

James Holman and Carol D. Homan
14822 N 172nd Ln
Surprise, AZ 85388

Re: Sierra Montana Homeowners Association
Lot Number: 0011
Escrow Number: 478779

Dear James Holman and Carol D. Homan,

Rossmar & Graham is the managing agent for Sierra Montana Homeowners Association. Enclosed is a Resale Statement from
the Association with respect to the pending sale of the above-referenced residence and copies of the Declaration, Bylaws and
Rules and Regulations of the Association as required by state law.

The Resale Statement indicates the amount of your common expense assessments, the frequency of payments and the date
through which the assessments have been paid. Any balance owing BY THE SELLER/BUYER through the date of closing,
including special assessments, other assessments, fees or charges currently due is summarized below:

Unpaid Common Expense Assessments: $1,453.70 (Balance includes
assessments, late fees and attorney
costs)

Next Day (1-2 days) Resale Disclosure Package Fee: $554.95

NOTE: The balances shown above as owing by the seller do not reflect any liability by the buyer prior to closing! The
title/escrow company will explain the above balances and prorations as a part of the closing process. The Resale and
Disclosure Fees are payable to Rossmar & Graham, and the balance is paid to the Association. *Resale and Disclosure Fees
are payable by the seller whether or not the sale is completed.

Buyer is Responsible to Pay:
Please acknowledge your receipt of the Resale Statement and copies of the Declaration, Bylaws and Rules and Regulations of
the Association by dating and signing the enclosed receipt and returning it to Rossmar & Graham as soon as possible.

If you have any questions, please contact the Resale/Disclosure Department at Rossmar & Graham, (480) 551-4300.
Thank you.
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11/10/2010 563 SIERRA MONTANA HOMEOWNERS ASSOCIATION Page: 1
2:32 PM BUDGET REPORT
01/01/2011

C/O ROSSMAR & GRAHAM

9362 E RAINTREE DR

SCOTTSDALE AZ 85260
ACCT. ACCT. 2010 2011
DESC. # BUDGET BUDGET

INCOME
ASSESSMENT INCOME 4000 1,470,803 1,482,801
UNCOLLECTED ASSESSMENTS 4000D (170,133) (175,956)
DELINQUENT PARCEL ASSESSMENT 4000D1 0 (10,811)
PARCEL ASSESSMENTS 4000P 45,864 51,480
TRANSFER FEE 4004 3,000 0
COLLECTION COST REIMBURSEMENT 4050 16,000 16,000
FORECLOSURE/TRUSTEE SALES 4050T 20,000 20,000
LATE FEE INCOME 4070 8,000 8,000
BUILDER ASSESSMENT 4205 30,000 25,498
VIOLATION FINES 4900 34,000 27,000
BUILDER ASSESSMENTS P4205 0 15,912
TOTAL INCOME 1,457,534 1,459,924
EXPENSES
ADMINISTRATIVE
MANAGEMENT FEE 5000 143,381 148,067
ROSSMAR CONNECT 5000RC 2,400 2,400
NSF FEE EXPENSE 5009B 300 300
LEGAL EXPENSE 5010 11,000 10,000
LIEN/COLLECTION COST 5020 65,000 89,000
FORECLOSURE/TRUSTEE SALES 5020T 65,000 50,000
AUDIT/TAX PREPARATION 5030 6,000 650
BANK CHARGES 5037 450 400
WEBSITE 5039 450 0
BILLING STATEMENTS 5043 12,500 13,000
PRINTING 5052 13,000 12,000
MEETING EXPENSE 5055 4,425 4,060
POSTAGE 5059 5,500 6,500
VIOLATION NOTICES 5059V 2,400 1,200
STATUTORY AGENT FEE 5065S 0 100
TAXES-WATER DISTRICT 5069W 32,479 0
PROPERTY TAXES 5070 5,200 42,250
CORPORATE TAXES 5080 80 2,500
INSURANCE 5090 7,560 7,620
STORAGE 5096 200 275
MISCELLANEOUS EXPENSE 5099 3,000 2,000
TOTAL ADMINISTRATIVE 380,325 392,322
UTILITIES
WATER/SEWER 5100 270,000 270,000
ELECTRIC 5120 17,500 17,500
WATER/SEWER P5100 22,100 22,100
ELECTRIC P5120 3,025 3,025
TOTAL UTILITIES 312,625 312,625
LANDSCAPING

LANDSCAPE CONTRACT 5200 422,941 422,940
IRRIGATION REPAIRS 5220 5,000 6,500
BACKFLOW INSPECTION 5222 400 400
EROSION CONTROL 5228 4,000 3,000
SHRUBS/TREES/FLOWERS 5230 2,000 2,000
PLANT REPLACEMENT 5231 15,000 15,000




11/10/2010
2:32 PM

563 SIERRA MONTANA HOMEOWNERS ASSOCIATION
BUDGET REPORT

Page: 2

01/01/2011

C/O ROSSMAR & GRAHAM

9362 E RAINTREE DR

SCOTTSDALE AZ 85260
ACCT. ACCT. 2010 2011
DESC. # BUDGET BUDGET
GRANITE REPLACEMENT 5239 6,063 29,729
TREE TRIMMING/REMOVAL 5240 3,276 18,752
WEED CONTROL 5244 6,400 8,000
STORM DAMAGE 5290 4,000 9,000
MISCELLANEOUS EXPENSE 5298 12,000 3,000
LANDSCAPE CONTRACT P5200 16,740 15,345
IRRIGATION REPAIRS P5220 2,000 1,200
BACKFLOW INSPECTION P5222 50 50
WEED CONTROL P5230 1,500 1,800
TREE TRIM/TREE REMOVAL P5242 1,000 600
LANDSCAPE MISC. P5249 1,500 500
TREE/PLANT REPLACEMENT P5251 3,000 1,500
GRANITE/GRAVEL/SAND P5253 1,000 0
STORM DAMAGE P5269 1,500 1,000
TOTAL LANDSCAPE 509,370 540,316

COMMON AREA

ELECTRIC REPAIR & SUPPLIES 5722 5,000 4,000
SIGN MAINTENANCE 5740 3,000 3,000
VANDALISM 5780 4,000 8,500
COMMON AREA MAINTENANCE/REPAIRS 5800 2,000 2,000
EXTERMINATING 5850 7,200 7,200
GRAFFITI REMOVAL 5867 7,300 3,500
EXTERMINATING EXTRAS 5876 2,500 2,500
MAILBOX REPLACEMENT/REPAIR 5881M 2,000 1,500
EXTERMINATING G5850 8,000 8,340
ELECTRICAL REPAIR & SUPPLY P5722 2,000 1,200
GENERAL MAINTENANCE P5770 500 300
SIGN MAINTENANCE P5815 500 300
DRYWELL CLEANING P5887 1,500 0
TOTAL COMMON AREA 45,500 42,340
TOTAL EXPENSES 1,247,820 1,287,603
SURPLUS (DEFICIT) BEFORE RESERVES 209,714 172,321
RESERVE CONTRIBUTIONS
GENERAL 6010 84,274 111,759
REPAY RESERVE LOAN 6095 114,408 52,901
GENERAL P6010 11,032 7,661
TOTAL RESERVE CONTRIBUTIONS 209,714 172,321
TOTAL SURPLUS (DEFICIT) 0 0




01/27/2011 563 SIERRA MONTANA HOMEOWNERS ASSOCIATION Page: 1
4:41 PM BUDGET COMPARISON REPORT
12/31/2010
C/O ROSSMAR & GRAHAM
9362 E RAINTREE DR
SCOTTSDALE AZ 85260
e R e ] A VTSN ]
ACTUAL BUDGET OVER (UNDER) ACTUAL BUDGET OVER (UNDER) ANNUAL BUDGET
INCOME
$ 12,052 $ 0 $ 12,052 4000 ASSESSMENT INCOME $1,356,068 $1,470,803 $ (114,735) $ 1,470,803
0 0 0 40002 HOMEOWNER REFUNDS (2,008) (2,008) 0
0 0 0  4000D UNCOLLECTED ASSESSMENTS 0  (170,133) 170,133 (170,133)
2,036 0 2,036 4000P PARCEL ASSESSMENTS 43,733 45,864 (2.131) 45,864
(75) 250 (325) 4004 TRANSFER FEE 0 3,000 (3,000) 3,000
309 0 309 4032 RESERVE INTEREST INCOME 3,971 0 3,971 0
(1,126) 1,337 (2.463) 4050 COLLECTION COST REIMBURSEME 25,065 16,000 9,065 16,000
4175 1,663 2,512 4050T FORECLOSURE/TRUSTEE SALES 35,857 20,000 15,857 20,000
(10) 0 (10) 4055 RECOVERY-COLLECTION 0 0 0 0
1,775 663 1,112 4070 LATE FEE INCOME 16,272 8,000 8,272 8,000
35 0 35 4075 NSF FEE 460 0 460 0
5 0 5 4107 RESERVE INCOME 5 0 5 0
0 2,500 (2,500) 4205 BUILDER ASSESSMENT 18,404 30,000 (11,596) 30,000
0 0 0 4320 RESERVE CONTRIBUTION 2,450 0 2,450 0
191 0 191 4540 BANK FORECLOSED EXCESS PAYM 6,432 0 6,432 0
1,962 2,837 (875) 4900 VIOLATION FINES 18,908 34,000 (15,092) 34,000
125 0 125 4925 REIMBURSE EXPENSE 640 0 640 0
(656) 0 (656) 4950 REBILL FEE 1,247 0 1,247 0
0 0 0 4990 MISCELLANEOUS INCOME 11 0 11 0
34 0 34 P4032 RESERVE INTEREST INCOME 336 0 336 0
$ 20,831 $ 9,250 $ 11,581 TOTAL INCOME $1,527,849 $1,457,534 $ 70,315 $ 1,457,534
EXPENSES
ADMINISTRATIVE
$ 12,143 $ 12,143 $ 0 5000 MANAGEMENT FEE $ 143,381 $ 143,381 $ 0 $ 143381
200 200 0  5000RC ROSSMAR CONNECT 2,400 2,400 0 2,400
an 0 (17)  5009A REBILL FEE EXPENSE 37 0 37 0
0 25 (25) 50098 NSF FEE EXPENSE 385 300 85 300
0 913 (913) 5010 LEGAL EXPENSE 0 11,000 (11,000) 11,000
13,140 5,413 7,727 5020 LIEN/COLLECTION COST 125,234 65,000 60,234 65,000
3,325 5,413 (2,088)  5020T FORECLOSURE/TRUSTEE SALES 28,200 65,000 (36,800) 65,000
0 0 0 5030 AUDIT/TAX PREPARATION 830 6,000 (5,170) 6,000
0 32 (32) 5037 BANK CHARGES 8 450 (442) 450
0 32 (32) 5039 WEBSITE 0 450 (450) 450
1 0 1 5043 BILLING STATEMENTS 12,886 12,500 386 12,500
338 1,087 (749) 5052 PRINTING 6,036 13,000 (6,964) 13,000
226 366 (140) 5055 MEETING EXPENSE 2,282 4,425 (2,143) 4,425
211 462 (251) 5059 POSTAGE 9,520 5,500 4,020 5,500
4 200 (196) 5059V VIOLATION NOTICES 53 2,400 (2,347) 2,400
0 0 0 50658 STATUTORY AGENT FEE 100 0 100 0
0 2,702 (2,702)  5069W TAXES-WATER DISTRICT 4 32,479 (32,475) 32,479
0 0 0 5070 PROPERTY TAXES 33,347 5,200 28,147 5,200
0 0 0 5080 CORPORATE TAXES 55 80 (25) 80
0 630 (630) 5090 INSURANCE 7,734 7,560 174 7,560
24 13 11 5096 STORAGE 278 200 78 200
0 250 (250) 5099 MISCELLANEOUS EXPENSE 0 3,000 (3,000) 3,000
0 0 0  P5005A RESERVE STUDY 500 0 500 0
$ 29596 $ 29,881 $  (285) TOTAL ADMINISTRATIVE $ 373197 $ 380,325 $ (7,128) $ 380,325
UTILITIES
$ 15121 $ 22,500 $ (7.379) 5100 WATER/SEWER $ 314,824 $ 270,000 $ 44,824 $ 270,000
867 1,462 (595) 5120 ELECTRIC 11,425 17,500 (6,075) 17,500
392 1,838 (1,446)  P5100 WATER/SEWER 7,404 22,100 (14,696) 22,100
111 253 (142)  P5120 ELECTRIC 1,325 3,025 (1,700) 3,025
$ 16491 $ 26,053 $  (9,562) TOTAL UTILITIES $ 334,978 $ 312,625 $ 22,353 $ 312,625
LANDSCAPING
$ 35245 $ 35246 $ (1) 5200 LANDSCAPE CONTRACT $ 422,940 $ 422,941 $ (1) $ 422,941
1,590 413 1,177 5220 IRRIGATION REPAIRS 13,321 5,000 8,321 5,000
0 37 (37) 5222 BACKFLOW INSPECTION 118 400 (282) 400
42,101 337 41,764 5228 EROSION CONTROL 42,101 4,000 38,101 4,000
870 163 707 5230 SHRUBS/TREES/FLOWERS 870 2,000 (1,130) 2,000
30,190 1,250 28,940 5231 PLANT REPLACEMENT 29,224 15,000 14,224 15,000




01/27/2011 563 SIERRA MONTANA HOMEOWNERS ASSOCIATION Page: 2
4:41 PM BUDGET COMPARISON REPORT
12/31/2010
C/O ROSSMAR & GRAHAM
9362 E RAINTREE DR
SCOTTSDALE AZ 85260
Y SIS RERTEERGD e R e e P
ACTUAL BUDGET OVER (UNDER) ACTUAL BUDGET OVER (UNDER) ANNUAL BUDGET
0 508 (508) 5239 GRANITE REPLACEMENT 824 6,063 (5,239) 6,063
0 273 (273) 5240 TREE TRIMMING/REMOVAL 6,045 3,276 2,769 3,276
0 537 (537) 5244 WEED CONTROL 0 6,400 (6,400) 6,400
440 337 103 5290 STORM DAMAGE 18,338 4,000 14,338 4,000
0 1,000 (1,000) 5298 MISCELLANEOUS EXPENSE 1,716 12,000 (10,284) 12,000
1,395 1,395 0  P5200 LANDSCAPE CONTRACT 16,740 16,740 0 16,740
0 163 (163)  P5220 IRRIGATION REPAIRS 363 2,000 (1,637) 2,000
0 6 (6) P5222 BACKFLOW INSPECTION 0 50 (50) 50
0 125 (125)  P5230 WEED CONTROL 905 1,500 (595) 1,500
0 87 (87)  P5242 TREE TRIM/TREE REMOVAL 0 1,000 (1,000) 1,000
0 125 (125)  P5249 LANDSCAPE MISC. 0 1,500 (1,500) 1,500
0 250 (250)  P5251 TREE/PLANT REPLACEMENT 964 3,000 (2,036) 3,000
0 87 (87) P5253 GRANITE/GRAVEL/SAND 0 1,000 (1,000) 1,000
1,000 125 875  P5269 STORM DAMAGE 1,000 1,500 (500) 1,500
$ 112,830 $ 42,464 $ 70,366 TOTAL LANDSCAPE $ 555468 $ 509,370 $ 46,098 $ 509,370
COMMON AREA
$ 0 $ 413 $  (413) 5722 ELECTRIC REPAIR & SUPPLIES $ 995 $ 5000 $ (4005 $ 5,000
74 250 (176) 5740 SIGN MAINTENANCE 768 3,000 (2,232) 3,000
44 0 44 5770 GENERAL MAINTENANCE (46) 0 (46) 0
686 337 349 5780 VANDALISM 9,625 4,000 5,625 4,000
0 163 (163) 5800 COMMON AREA MAINTENANCE/REP 0 2,000 (2,000) 2,000
0 600 (600) 5850 EXTERMINATING 9,000 7,200 1,800 7,200
110 612 (502) 5867 GRAFFITI REMOVAL 3,025 7,300 (4,275) 7,300
450 212 238 5876 EXTERMINATING EXTRAS 2,675 2,500 175 2,500
0 163 (163)  5881M MAILBOX REPLACEMENT/REPAIR 45 2,000 (1,955) 2,000
696 663 33 G5850 EXTERMINATING 6,955 8,000 (1,045) 8,000
0 163 (163)  P5722 ELECTRICAL REPAIR & SUPPLY 353 2,000 (1,647) 2,000
0 38 (38) P5770 GENERAL MAINTENANCE 0 500 (500) 500
0 38 (38) P5815 SIGN MAINTENANCE 0 500 (500) 500
0 125 (125)  P5887 DRYWELL CLEANING 0 1,500 (1,500) 1,500
$ 2,059 $ 3,777 $  (1,718) TOTAL COMMON AREA $ 33,394 $ 45500 $ (12,106) $ 45,500
$ 160977 $ 102,175 $ 58802 TOTAL EXPENSES $1,297,038 $1,247,820 $ 49218 $ 1,247,820
$ (140,146) $ (92,925) $  (47,221) SURPLUS (DEFICIT) BEFORE RE $ 230,812 $ 209,714 $ 21,098 $ 209,714
RESERVE CONTRIBUTIONS
$ 7,023 $ 7021 $ 2 6010 GENERAL $ 84274 $ 84274 $ 0 $ 84274
309 0 309 6034 RESERVE INTEREST 3,971 0 3,971 0
0 0 0 6087 INITIAL CONTRIBUTION 2,450 0 2,450 0
9,534 9,534 0 6095 REPAY RESERVE LOAN 114,408 114,408 0 114,408
919 923 (4  P6010 GENERAL 11,034 11,032 2 11,032
34 0 34 P6034 RESERVE INTEREST 336 0 336 0
$ 17,819 $ 17,478 $ 341 TOTAL RESERVE CONTRIBUTIONS $ 216472 $ 209,714 $ 6,758 $ 209,714
$ (157,965) $ (110,403) $ (47,562) TOTAL SURPLUS (DEFICIT) $ 14339 $ 0 $ 14339 $ 0
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563 SIERRA MONTANA HOMEOWNERS ASSOCIATION

BALANCE SHEET
12/31/2010

C/O ROSSMAR &
GRAHAM

9362 E RAINTREE DR
SCOTTSDALE AZ
85260

Page: 1

ASSETS

OPERATING FUNDS
US BANK - OPERATING CHECKING

TOTAL OPERATING FUNDS
RESERVE FUNDS
MMA BANK UNITED PARCEL 7
RESERVE USB PARCEL 7
CAPITAL ONE MMA
US BANK RESERVES
TOTAL RESERVE FUNDS

OTHER ASSETS
ACCOUNTS RECEIVABLE RESTITUTION

TOTAL OTHER ASSETS

TOTAL ASSETS

LIABILITIES & EQUITY

LIABILITIES
PREPAID ASSESSMENTS

TOTAL LIABILITIES
HOMEOWNERS EQUITY
RESERVE EQUITY

GENERAL

RESERVES PARCEL 7

TRANSFER TO OPERATING FUND
TOTAL RESERVE EQUITY
OPERATING SURPLUS/(DEFICIT)

P/Y SURPLUS(DEFICIT)
CURRENT SURPLUS/(DEFICIT)

$ 164,154.04

$ 41,501.93
977.42
212,303.81
147,730.24

$ 213474

$ 160,770.93

$ 412,934.68
42,479.35
(52,900.63)

$ (8,821.55)
14,339.40

$ 164,154.04

$ 402,513.40

$ 213474

$ 568,802.18

$ 160,770.93

$ 402,513.40
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TOTAL SURPLUS/(DEFICIT)

TOTAL LIABILITIES & EQUITY

s 551785

$ 568,802.18
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Arizona Office

4733 E. Firestone Drive

Chandler, AZ 85249

TEL 480/361-5340
800/393-7903

FAX 480/634-4616

Sierra Montana HOA

Surprise, Arizona

Report #: 12602-1
For Period Beginning: January 1, 2008
Ending: December 31, 2008

Date Prepared: October 18, 2007

Corporate Office
Calabasas, CA
Regional Offices
Orange County, CA
San Francisco, CA
Honolulu, HI

Las Vegas, NV
Seattle, WA
Denver, CO



Hello, and welcome to your Reserve Study!

ts all very simple, really. A Reserve Study is the art

and science of anticipating and preparing for major
common area repair and replacement costs. With our
experience in this industry, we have gathered the
information necessary to make an evaluation of the
current status of your Reserve Components, an
evaluation of the current status of your Reserve Fund,
and a recommended Reserve Funding Plan.

his Report is a valuable budget planning tool, for with it

you control the future of your association. t contains
all the fundamental information needed to understand your
current and future Reserve obligations, the most significant
expenditures your association will face.

hile this Report has been prepared to answer all of

your questions, please dont hesitate to call us if
unanswered questions remain. Our toll-free number is
(800) 393-7903, and answers to most frequently asked
questions are on our web site (www.ReserveStudy.com).
A Quick Reference Guide is provided on the following
page, to map out your Reserve Study and provide
directions to the most valuable areas. From the entire
staff of Association Reserves, thank you for selecting us
as your Reserve-planning partner!

SSOCIATION

Arizona LLC .

Reserve Studzes for Commumly Assoctatlons

Association Reserves Arizona, LLC. 10/18/2007



Quick Reference Guide

What do | distribute to the homeowners?

A good choice is to distribute copies of the Executive Summary immediately following the
Table of Contents (a summary page and the Reserve Component Listing).

Where do I find

a listing of our Reserve Components?

Table 2 shows the name, Useful Life, Remaining Useful Life, and current Replacement Cost.
our Percent Funded rating and recommended Reserve Contribution Rate?

With our major financial summary information, in the Executive Summary (Page i)
a description of our objectives and methodology?

Beginning on Page 1 we introduce the Reserve Study, our objectives, and methodology.
more detailed information on our site inspection?

General site inspection notes can be found on Page 5. Photographs and specific information
on each component can be found in the Photographic Inventory Appendix.

More questions?

Association Reserves Arizona, LLC. 10/18/2007
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Executive Summary

Association: Sierra Montana HOA Assoc. #: 126021
Location: Surprise, Arizona
# of Units: 2584

Report Period: January 1, 2008 through December 31, 2008

"Most Recent Reserve Contribution Rater..........mmrm- e 54,744
Economic Assumptions:

Net Annual After Tax Interest Earnings Accruing to Reserves....... 4.00%
Annual Inflation Rate .......ccccciimerrcriissummimnss s s 3.00%

The information in this Reserve Study updates the prior study
prepared by Association Reserves AZ, LLC for the 2005 Fiscal Year.
Our site inspection was performed on October 9, 2007.

Because your Reserve Fund is 61.1% Funded, this represents a fair,
. mid-range financial position. In perspective, above 30% but below
70% Funded defines the fair funding range.

A contribution for Reserves is collected at the close of new home
sales. In 2008, we anticipate the community will be sold out with 35
closings contributing $74.40 each and 110 closings in Parcel 7
contributing $37.20 each.

Based on this starting point and your anticipated future expenses, our
recommendation is to increase Reserve contributions $8,400/month
for the 2008 Fiscal Year.

Your multi-year Funding Plan is designed to gradually bring you to
the 100% level, or Fully Funded .

Please refer to the Executive Summary Table for a complete list of
funded components as well as those projects scheduled for 2008.

Association Reserves - Arizona, LLC. i 10/18/2007



Table 1: Executive Summary 12602-1

Useful Rem. Current Future

Life Useful Average Average

# Component (yrs) Life (yrs) Cost Cost
103 Concrete - Repair 5 1 $2,750 $2,833
403 Mailboxes - Replace (A) 18 13 $131,225 $192,708
403 Mailboxes - Replace (B) 18 14 $26,225 $39,668
405 Park Furniture - Replace (A) 12 7 $4,200 $5,165
405 Park Furniture - Replace (B) 12 8 $3,625 $4,592
406 BBQ Grills - Replace 12 8 $700 $887
410 Ramada Roofs - Replace (A) 25 20 $9,500 $17,158
410 Ramada Roofs - Replace (B) 25 21 $9,500 $17,673
419 Playground Equip. (P9) - Replace 15 10 $27,600 $37,092
420 Playground Equip. (P10) - Replace 15 10 $58,850 $79,089
425 Playground Equip. (P15) - Replace 15 11 $49,450 $68,450
426 Playground Equip. (P20) - Replace 15 11 $42,000 $58,138
428 Playground Equip/Furn. - Refurbish 5 0 $4,250 $4,927
430 Playground Sand - Replenish 10 5 $3,950 $4,579
433 Playground Turf - Replace (A) 10 5 $8,815 $10,219
433 Playground Turf - Replace (B) 10 6 $6,765 $8,078
442 Basketball Backboards -~ Replace 20 15 $1,200 $1,870
501 Block Walls - Repair 25 20 $57,225 $103,355
504 View Fence - Repair 25 20 $38,675 $69,851
1003 Irrigation Controllers - Replace 12 7 $16,975 $20,877

1107 View Fence -R

Association Reserves - Arizona, LLC. i 10/18/2007



Parcel
8

10

1

16

19

20

21

Stations
24

24
12
24

24
32

24
32

24
8
16

24

24

Irrigation Controllers:

Date Code
19FE03-1

31JLO3-1

30JL03-1

31JL03-1

19FE03-1

30JL03-1
28MY04-1

090C02-1
30JL03-1
22JN00-01

31JL03-1

31JL03-1

30JL03-1
30JL03-1

Location:
Corner of Spring Lane & 178th Ave.

Hearn Road, west of Verde Vista
Adjacent to Lot #] & tot lot in Tract B
Corner of Waddell & 178th Ave.

Corner of Ventura St. & 175th Drive
Bordering Waddell, east side of 175th Ave.

Corner of Gelding Drive & 174th Drive
Spring Lane, next to Lot #19

Banff Lane, next to Lot #14
Cul-de-sac on W. Port Royale Lane

Corner of Acoma Drive & Mauna Loa

Bordering Verde Vista, behind Lot #90

Bordering Verde Vista, next to Lot #69

Corner of Greenway & 178th Ave.
Corner of Sierra Montana Loop & 178th Ave.

Association Reserves — Arzona, [LC.



Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602A Sierra Montana - Phase 1

Comp #: 103 Concrete - Repair

Quantity: Numerous Sq Ft
Walkways around tot lots and throughout common areas - Phases 1 & 2

Location:
Evaluation: Common area walkways are the association's responsibility to maintain. There is no expectancy to replace all of
them. This component provides an allowance for repairs and partial replacements as needed.
Useful Life:
5 years

Remaining Life:
1 years

Worst Case: $3,000.00
Higher allowance

Best Case: $2,500.00
Allowance for repairs and partial replacements

Cost Source: ARI Cost Allowance

Comp #: 403 Mailboxes - Replace (A)

Quantity: (90) Cluster Units
. Bordering streets in Phase 1 at Parcels 8, 9, 10, 11,16, 18, 19, and 21

Location
Evaluation: These mailbox cluster units were installed during 2003. Still appear to be in good condition. No signs of
damage or vandalism noted. There are (37) 16-box units, (26) 13-box, (23) 12-box, and (4) 8-box.
Useful Life:
18 years

Remaining Life:
13 years

Worst Case:  $144,350.00

Best Case: $118,100.00
Higher estimate

Estimate to replace

Cost Source: Research at www.Mailboxes.com
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Client: 12602A Sierra Montana - Phase 1

Comp #: 403 Mailboxes - Replace (B)

Quantity: (18) Cluster Units
Location: Bordering streets in Phase 1 at Parcels 15 and 20
These mailbox cluster units were installed during 2004. Still appear to be in good condition. No signs of

Evaluation:
4) 16-box units, (10) 13-box, and (4) 12-box.

damage or vandalism noted. There are (

Useful Life:
18 years

Remaining Life:
14 years

Worst Case: $28,850.00

Best Case: $23,600.00
Higher estimate

Estimate to replace
Cost Source: Research at www.Mailboxes.com

Comp #: 405 Park Furniture - Replace (A)
Quantity: (6) Assorted Pieces

Location: Playgrounds at Parcels 9 and 10
: Pieces include (4) picnic tables and (2) trash receptacles. Installed during 2003. Several pieces exhibit

Evaluation
vandalism and damages. Still functional but poor condition aesthetically.

Useful Life:
12 years

Remaining Life:
7 years

$4,600.00

Best Case: $3,800.00 Worst Case:
Estimate to replace Higher estimate

Cost Source: Wabash Valley Furniture Catalog
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Client: 12602A Sierra Montana - Phase 1

Comp #: 405 Park Furniture - Replace (B)
Quantity: (6) Assorted Pieces
Location: Playgrounds at Parcels 15 and 20
Evaluation: Pieces include (2) picnic tables, (2) benches, and (2) trash receptacles. The picnic tables are still in good
condition. Benches exhibit a lot of vandalism and graffiti. All pieces are functional but benches are in poor
condition aesthetically.

Useful Life:
12 years

Remaining Life:

8 years
Best Case: $3,250.00 Worst Case. $4,000.00
Estimate to replace Higher estimate
Cost Source: Wabash Valley Furniture Catalog
Comp #: 406 BBQ Grills - Replace

Quantity: (2) Charcoal Grills
Location: Playgrounds at Parcels 15 and 20
Evaluation: These charcoal grills were installed during 2004. Grills appear to be in good condition. Only minimal use
observed.

Useful Life:
12 years

Remaining Life:

8 years
Best Case: $600.00 Worst Case: $800.00
$300/Grill; Estimate to replace $400/Grill; Higher estimate

Cost Source: ARI Cost Database
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Client;: 12602A Sierra Montana - Phase 1

Comp #: 408 Drinking Fountains - Replace
Quantity: (3) Drinking Fountains
Location: Playgrounds at Parcels 9, 10, and 20
Evaluation: Installed during 2003 and 2004. There are (2) fountains manufactured by Most Dependable Fountains, Inc.
(MDF). The fountain at Parcel 20 is a Haws pedestal fountain. The association plans to remove all drinking
fountains in the community, so Reserve funding has been removed.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 410 Ramada Roofs - Replace (A)
Quantity: Approx 512 Sq Ft
Location: (2) Ramadas - Playgrounds at Parcels 9 and 10
Evaluation: Ramadas have a pre-manufactured, corrugated metal roof (16x16). Long life expectancy under normal
circumstances. Roofs already exhibit holes and damaged sections. Recommend repairing roofs in the near
future. These ramadas were installed during 2003. The association should be prepared to replace the roofs
eventually.

Useful Life:
25 years

Remaining Life:

20 years
Best Case: $8,700.00 Worst Case: $10,300.00
$17.00/Sq Ft; Estimate to replace $20.10/Sq Ft; Higher estimate

Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 410 Ramada Roofs - Replace (B)
Quantity: Approx 512 Sq Ft
Location: (2) Ramadas - Playgrounds at Parcels 15 and 20

Evaluation: These ramadas were installed during 2004. Long life expectancy under normal circumstances. Observed to be
in good condition. No damages or vandalism noted. The association should be prepared to replace the roofs

eventually.

Useful Life:
25 years

Remaining Life:

21 years
Best Case: $8,700.00 Worst Case: $10,300.00
$17.00/Sq Ft; Estimate to replace $20.10/Sq Ft; Higher estimate
Cost Source: ARI Cost Database
Comp #: 419 Playground Equip. (P9) - Replace

Quantity: (1) Structure
Location: Parcel 9 - adjacent to Lot #1 at the corner of 177th Lane & Ventura St.
Evaluation: Structure was installed during 2003. It has a couple of slides, horizontal ladder, and additional sections attached
to the main platform. Some paint chipping and marks noted. Still in good condition overall.

Useful Life:
15 years

Remaining Life:

10 years
Best Case: $25,300.00 Worst Case: $29,900.00
Estimate to replace Higher estimate

Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 420 Playground Equip. (P10) - Replace
Quantity: (1) Structure
Location: Parcel 10 - between Lot #12 & 13 on Watson Lane

Evaluation: Structure was installed during 2003. This is a relatively large structure with one main platform, three slides, an
arched climber, and a horizontal ladder. Observed paint chipping and crayon markings all over structure. Still
functional but in poor condition aesthetically.

Useful Life:
15 years

Remaining Life:
10 years

Best Case: $52,900.00 Worst Case: $64,800.00

Estimate to replace Higher estimate

Cost Source: Playworld Systems Catalog

Comp #: 425 Playground Equip. (P15) - Replace

Quantity: (1) Structure

Location: Parcel 15 - Tract B off of Banff Lane & 173rd Drive

This large play structure was installed during 2004. It consists of three main landings connected by bridges, four

Evaluation;
slides, and various ladders/climbers. Observed to be in good condition. No vandalism noted.

Useful Life:
15 years

Remaining Life:
11 years

Best Case: $46,000.00 Worst Case: $52,900.00

Estimate to replace Higher estimate

Cost Source: ARl Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 426 Playground Equip. (P20) - Replace

Quantity: (1) Structure, (1) Swing
Location: Parcel 20 - Tract B off of Port Royale Lane & 176th Drive
. This large play structure and the 3-bay arched swing set were installed during 2004. Good conditions observed

overall. Swing set horizontal post needs painting. No vandalism noted.

Evaluation

Useful Life:
156 years

Remaining Life:
11 years

Worst Case: $46,300.00

$36,800/Structure, $9,500/Swing Set; Higher
estimate

Best Case: $37,700.00

$29,900/Structure, $7,800/Swing Set; Estimate to
replace

Cost Source: ARI Cost Database

Comp #: 428 Playground Equip/Furn. - Refurbish

Quantity: Numerous Pieces

Location: Playgrounds throughout community - Phases 1 & 2
The playground equipment, furniture, and ramadas in Phase 1 have been moderately vandalized. The ramadas

Evaluation:
have holes in the roof. Picnic tables have sections of plastic torn off the metal. Some of the play structures have
crayon and marker drawings on them. This component provides an allowance to repair or replace pieces as
needed.
Useful Life:
5 years

Remaining Life:
0 years

Worst Case: $5,000.00
Higher allowance

Best Case: $3,500.00
Allowance for repairs and replacement

Cost Source: ARI Cost Allowance
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Client: 12602A Sierra Montana - Phase 1

Comp #: 430 Playground Sand - Replenish
Quantity: Approx 100 Tons
Location: Playgrounds at Parcels 9, 10, 15, and 20
Evaluation: All of the Phase 1 playgrounds have a combination of sand and turf. Sand will eventually need to be replenished
to maintain proper depths. Installed during 2003 and 2004. Sand still appears to be adequate. We estimate a
total surface area of approximately 9,150 square feet.

Useful Life:
10 years
Remaining Life:
5 years
Best Case: $3,700.00 Worst Case: $4,200.00
$37.00/Ton; Estimate to replenish $42.00/Ton; Higher estimate
Cost Source: ARI Cost Database
Comp #: 433 Playground Turf - Replace (A)

Quantity: Approx 430 Sq Ft
Location: Playgrounds at Parcels 9 and 10

Evaluation: This turf is a cushioned surface designed to absorb the impact of a child's fall. It also provides access to the
play structure for handicapped children. Installed during 2003. Most of the turf is faded but is still intact and in
fair condition.

Useful Life:
10 years

Remaining Life:

5 years
Best Case: $8,170.00 Worst Case: $9,460.00
$19.00/Sq Ft; Estimate to replace $22.00/Sq Ft; Higher estimate

Cost Source: Research with Dave Bang & Associates (480-892-2266)
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Client; 12602A Sierra Montana - Phase 1

Comp #: 433 Playground Turf - Replace (B)
Quantity: Approx 330 Sq Ft
Location: Playgrounds at Parcels 15 and 20
Evaluation: The turf at these playgrounds was installed during 2004. Most of the turf is faded but is still intact and in fair
condition. Some small sections appear to have been replaced.

Useful Life:
10 years

Remaining Life:

6 years
Best Case: $6,270.00 Worst Case: $7,260.00
$19.00/Sq Ft; Estimate to replace $22.00/Sq Ft; Higher estimate
Cost Source: Research with Dave Bang & Associates (480-892-2266)
Comp #: 440 Basketball Courts - Resurface

Quantity: (2) Courts
Location: Playgrounds at Parcels 10 and 15
Evaluation: Basketball courts are concrete with painted lines. They do not have a court coating on them that needs to be
resurfaced. Recommend repainting the lines as a maintenance project when needed. There is no expectancy
to replace the concrete. No Reserve funding required.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602A Sierra Montana - Phase 1

Comp #: 442 Basketball Backboards - Replace
Quantity: (2) Backboards & Goals
Location: Playgrounds at Parcels 10 and 15
Evaluation: These are metal, fan shaped backboards with heavy duty goals from PW Athletics. Installed during 2003 and
2004. Observed to be intact and functional. Backboards exhibit rust spots and chipping, recommend
repainting. Net replacement should be addressed as a maintenance project when needed.

Useful Life:
20 years

Remaining Life:

15 years
Best Case: $1,100.00 Worst Case: $1,300.00
$550/Set; Estimate to replace $650/Set; Higher estimate
Cost Source: PW Athletic catalog
Comp #: 501 Block Walis - Repair

Quantity: Approx 286,150 Sq Ft
Location: Theme and view walls at Parcels 8, 9, 10, 11, 15, 16, 18, 19, 20, and 21
Evaluation: Phase 1 walls were primarily installed during 2003. A couple of parcels were installed during 2004. Still in good
condition. No signs of significant settling or cracking noted. There is no expectancy to replace the walls under
normal circumstances. This component provides an allowance for repairs and partial repiacement.

Useful Life:
25 years

Remaining Life:

20 years
Best Case: $51,500.00 Worst Case: $62,950.00
$9.00/Sq Ft; Allowance to replace 2% of the total $11.00/Sq Ft; Higher allowance to replace 2%

Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 504 View Fence - Repair
Quantity: Approx 8,370 LF
Location: Perimeter areas of Parcels 8, 9, 10, 11, 15, 16, 18, 20, and 21
Evaluation: Metal view fence consists of 2' metal panels mounted on top of 4' block walls. Phase 1 walls and fences were
primarily installed during 2003. There is no irrigation exposure from the common area side of the walls. No
expectancy for complete replacement. This component provides an allowance for partial replacement.

Useful Life:
25 years

Remaining Life;

20 years
Best Case: $35,150.00 Worst Case: $42,200.00
$21.00/LF; Estimate to replace 20% of the total $25.20/LF; Higher estimate to replace 20%
Cost Source: ARI Cost Database
Comp #: 1003 Irrigation Controllers - Replace

Quantity: (15) Rain Bird ESP-MC
Location: Common areas in Parcels 8, 9, 10, 11, 16, 19, 20, and 21
Evaluation: These controllers were primarily installed during 2003. They are still in good condition and well protected inside
steel enclosures. Controllers include (2) 32-station, (8) 24-station, (1) 16-station, (2) 12-station, and (2) 8-station.

Useful Life:
12 years

Remaining Life:

7 years
Best Case: $15,300.00 Worst Case: $18,650.00
Estimate to replace Higher estimate

Cost Source: Research with Horizon Irrigation
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12602A Sierra Montana - Phase 1

Comp #

Quantity:
Location:

1004 Steel Enclosures - Replace

(16) Rain Bird Enclosures
Common areas in Parcels 8, 9, 10, 11, 16, 19, 20, and 21

. Each irrigation controller is mounted inside a stainless steel Rain Bird enclosure. There is no expectancy to

Evaluation
replace these enclosures under normal circumstances. No Reserve funding required.

Useful Life:

Remaining Life:

Best Case: Worst Case:
Cost Source:

Comp #: 1006 Landscape Granite - Replenish

Quantity: Approx 2,400,600 Sq Ft

Location: Landscaped areas throughout Phase 1 of the community

Evaluation: Phase 1 granite was primarily installed during 2003. Some sections of Phase 1 were installed during 2004. The
association budgets $15,000 per year in the Operating account for regular replenishing. No Reserve funding
required at this time.
Useful Life:

Remaining Life:

Worst Case:

Best Case:

Cost Source:
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Client: 12602A Sierra Montana - Phase 1

Comp #: 1010 Drywells - Clean/Repair
Quantity: Numerous Drywells
Location: Landscaped areas throughout community
Evaluation: Drywells in this community were installed during 2003 through 2005. There is no expectancy to replace them
unless inappropriately designed/installed or neglected. Periodic inspection and clean out are essential to ensure
proper operation. The association budgets $24,000 per year in the Operating account.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 1105 Block Walls - Repaint
Quantity: Approx 286,150 Sq Ft
Location: Theme and view walls at Parcels 8, 9, 10, 11, 15, 16, 18, 19, 20, and 21
Evaluation: These are unpainted block walls. There is no sealing or painting needed to maintain their appearance. No
Reserve funding for paint is required.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:
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Client: 12602A Sierra Montana - Phase 1

Comp #: 1107 View Fence - Repaint
Quantity: Approx 8,370 LF
Location: Perimeter areas of Parcels 8, 9, 10, 11, 15, 16, 18, 20, and 21

Evaluation: Metal view fence was installed and painted primarily during 2003. Surfaces exhibit fading and chipping. Minimal
rust noted. Repaint periodically to inhibit rusting and to restore the appearance.

Useful Life:
4 years

Remaining Life:

0 years
Best Case: $26,800.00 Worst Case: $35,150.00
$3.20/LF; Estimate to repaint $4.20/LF; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1109 Culvert Rails - Repaint

Quantity: Approx 400 LF
Location: Common areas in Parcels 8, 9, 10, 19, and 20
Evaluation: Metal culvert rails were installed and painted during 2003. Surfaces are chipped and peeling. Recommend
repainting periodically to maintain the appearance.

Useful Life:
4 years

Remaining Life:

0 years
Best Case: $2,000.00 Worst Case: $2,600.00
$5.00/LF; Estimate to repaint $6.50/LF; Higher estimate

Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 1112 Bollard Posts - Repaint
Quantity: (157) Bollard Posts
Location: Common areas in Parcels 8, 9, 10, 11, 15, 16, 18, 19, 20, and 21
Evaluation: Bollard posts are installed in various locations to prevent unauthorized vehicles from accessing the common
areas. Posts are painted and have reflective tape. Surfaces appear to be in poor condition. Rusting and
chipping noted. Anticipate repainting in the near future.

e = %

Useful Life:
5 years

Remaining Life:

1 years
Best Case: $1,260.00 Worst Case: $1,570.00
$8.00/Post; Allowance to repaint $10.00/Post; Higher allowance
Cost Source: ARI Cost Allowance
Comp #: 1113 Ramadas - Repaint

Quantity: Approx 1,080 Sq Ft
Location: (4) Ramadas - Playgrounds at Parcels 9, 10, 15 and 20
Evaluation: These ramadas were installed during 2003 and 2004. They have metal posts and beams that require periodic
repainting. Surfaces are currently in poor condition. Observed fading and discoloration. Scratches and
vandalism also noted. Recommend repainting in the near future.

Useful Life:
6 years

Remaining Life:

0 years
Best Case: $1,080.00 Worst Case: $1,400.00
$1.00/8q Ft; Estimate to repaint $1.30/Sq Ft; Higher estimate

Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 1114 Monuments - Repaint

Quantity: Approx 4,000 Sq Ft
Intersections of Waddell & Verde Vista, Greenway & Verde Vista, Cotton Lane & Acoma

Location:

Evaluation: There are (5) structures at the above locations with stucco columns and metal trellises. Installed and painted
during 2003. Surfaces are in fair condition. Some chipping and fading noted. Plan to repaint them regularly to
maintain the appearance in these high visibility locations.

Useful Life:
5 years

Remaining Life:
1 years

Worst Case: $3,700.00
$740/Monument; Higher estimate

Best Case: $2,900.00
$580/Monument; Estimate to repaint

Cost Source: ARI Cost Database

Comp #: 1400 Monuments (Main) - Refurbish

Quantity: (3) Monuments
Location: Intersections of Waddell & Verde Vista, Greenway & Verde Vista, Cotton Lane & Acoma
Evaluation: Community monuments were installed during 2003. Monuments have metal trellises, stone and stucco walls,
and metal lettering. Observed to be in good condition. This component funds to eventually replace the lettering

and repair the walls if needed.

Useful Life:
15 years

Remaining Life:
10 years

Worst Case: $9,600.00

Best Case: $7,800.00
$3,200/Monument; Higher estimate

$2,600/Monument; Estimate to refurbish
Cost Source: ARI Cost Database
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Client: 12602A Sierra Montana - Phase 1

Comp #: 1402 Monuments (Parcels) - Refurbish

Quantity: (6) Monuments

Location: Entry areas into Parcels 8, 10, 15, 20, and 21
Parcel monuments consist of a combination of reverse pan channel and solid lettering mounted to the perimeter

Evaluation:
block walls. Long life expectancy if not vandalized. Replacement of the lettering should be anticipated
eventually to upgrade and restore the appearance. Installed during 2003 and 2004.

Useful Life:
15 years

Remaining Life:
10 years

Worst Case: $17,700.00

Best Case: $14,450.00
Higher estimate

Estimate to replace lettering
Cost Source: ARI Cost Database

October 18,2007 Page 17 of 17



Parcel
1

12

14

Stations
8
16
16
8

12
32
16

32

32
12
16

24
24
16
32

32

Irrigation Controllers:

Date Code
15IN04-1
25MY04-1
25MY04-1
31MY04-1

30JL03-1
28MY04-1
31MY04-1

31MY04-1
28MY04-1

15IN04-1

28MY04-1
28MY04-1
31MY04-1

25IN04-1
07IN04-1
24MY04-1
06JN04-1

06JN04-1

Location:

Tract C off of Sierra Montana Loop, next to Lot #17
Tract C off of Sierra Montana Loop, next to Lot #17
Tract C off of Sierra Montana Loop, next to Lot #17
Corner of Greenway & 180th Ave.

Corner of Port Royale Lane & 181st Lane
Corner of Port Royale Lane & 181st Lane
Corner of Caribbean Lane & 181st Drive

Corner of Greenway & 183rd Drive
Tract A off of Maui Lane, next to Lot #125

Corner of Sierra Montana Loop & 182nd Lane

Corner of Sierra Montana Loop & 180th Lane
Tract C off of Mauna Loa Lane, next to Lot #44
Tract A bordering Lisbon Lane

Cul-de-sac at Banff Lane

Bordering Mauna Loa Lane, near 176th Drive
Tract D on Lisbon Lane, between Lots 86 & 87
174th & Libson Ln

174th in Tract D

Assocliation Reserves — Arzona, LLC.
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12602B Sierra Montana - Phase 2

403 Mailboxes - Replace (A)

Client:

Comp #:
Quantity: (45) Cluster Units
Location: Bordering streets in Parcels 1, 3, 6, and 12

Evaluation: These mailbox cluster units were installed during 2004. Somewhat faded and dirty but still in good condition

overall. There are (14) 16-box units, (3) 13-box, (23) 12-box, and (5) 8-box.

Useful Life:
18 years

Remaining Life:
14 years

$71,500.00

Best Case: $58,500.00 Worst Case:
Higher estimate

Estimate to replace
Cost Source: ARI Cost Database

Comp #: 403 Mailboxes - Replace (B)
Quantity: (31) Cluster Units

Location: Bordering streets in Parcels 2, 4, 5, and 14

. These mailbox clusters were installed during 2005. No signs of damage or vandalism were noted. There are

Evaluation
(15) 16-box units, (14) 12-box, and (2) 8-box.

Useful Life:
18 years

Remaining Life:
15 years

Worst Case: $49,600.00

Best Case: $40,550.00
Higher estimate

Estimate to replace
Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC

Inventory Appendix

Client: 12602B Sierra Montana - Phase 2

405 Park Furniture - Replace (A)

Comp #:
Quantity: (4) Assorted Pieces
Location: Playground at Parcel 12 & (1) bench at Parcel 6
Evaluation: Pieces include (1) picnic table, (2) benches, and (1) trash receptacle. There is only (1) bench on a walkway
behind Parcel 6. Rest of the furniture is at the Parcel 12 tot lot. Installed during 2004. Minor vandalism noted.
Still functional and in fair condition.
Useful Life:
12 years

Remaining Life:
8 years

Best Case: $1,850.00

Estimate to replace

Worst Case: $2,260.00
Higher estimate

Cost Source: Wabash Valley Furniture Catalog

Comp #
Quantity:
Location:
Evaluation

Useful Life:
12 years

Remaining Life:

: 405 Park Furniture - Replace (B)

(10) Pieces

Playgrounds at Parcels 1, 2,5 & 14
. The furniture at Parcel 14 was installed during late 2004. There was no furniture at Parcels 1, 2 and 5 during our

inspection. The quantity of this furniture is estimated based on the other playgrounds, and aging is based on a
2005 installation. Pieces include (5) picnic tables, (2) benches, and (3) trash receptacles.

9 years

Worst Case: $4,600.00

Best Case: $3,750.00

Estimate to replace

Higher estimate

Cost Source: Wabash Valley Furniture Catalog
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Client: 12602B Sierra Montana - Phase 2

Comp #: 406 BBQ Grills - Replace (A}
Quantity: (2) Charcoal Grills

Location: Playground at Parcel 12
Evaluation: These charcoal grills were installed during 2004. Only minimal use was noted. Grills are somewhat rusted but

still functional and in good condition.

Useful Life:
12 years

Remaining Life:
8 years

Best Case: $600.00 Worst Case: $800.00

$300/Grill; Estimate to replace $400/Grill; Higher estimate

Cost Source: ARI Cost Database

Comp #: 406 BBAQ Grills - Replace (B)
Quantity: (3) Charcoal Grills

Location: Playgrounds at Parcels 5 & 14
Evaluation: These charcoal grills were installed during 2005. Only minimal use was noted. Grills are somewhat rusted but

still functional and in good condition.

Useful Life:
12 years

Remaining Life:
9 years

$900.00 Worst Case: $1,200.00
$400/Grill; Higher estimate

Best Case:
$300/Grill; Estimate to replace

Cost Source: ARI Cost Database
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Client: 12602B Sierra Montana - Phase 2

Comp #: 408 Drinking Fountains - Replace
Quantity: (3) Haws Fountains
Location: Playgrounds at Parcels 1,2 & 5
Evaluation: Installed during 2004. These are pedestal drinking fountains manufactured by Haws. They do not have chilled
water and do not work. The fountain itself is still in relatively good condition. The association plans to remove all
drinking fountains in the community, so Reserve funding has been removed.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 410 Ramada Roofs - Replace (A)
Quantity: Approx 256 Sq Ft
Location: (1) Ramada - Playground at Parcel 12
Evaluation: Ramadas have a pre-manufactured, corrugated metal roof. Long life expectancy under normal circumstances.
They tend to get abused and vandalized over time. The association should be prepared to replace the roofs
eventually. This Ramada was installed during 2004.

Useful Life:
25 years

Remaining Life:

21 years
Best Case: $4,350.00 Worst Case: $5,J150.OO
$17.00/Sq Ft; Estimate to replace $20.10/Sq Ft; Higher estimate

Cost Source: ARI Cost Database
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Client: 12602B Sierra Montana - Phase 2

Comp #: 410 Ramada Roofs - Replace (B)
Quantity: Approx 1,170 Sq Ft
Location: (5) Ramadas - Playgrounds at Parcels 1, 2, 5, and (2) in 14

Evaluation: These ramadas were recently installed during late 2004. Aging is based on a 2005 installation for budgeting
purposes. There are (4) 16x16 and (1) 12x12 ramadas. Long life expectancy under normal circumstances. The
association should be prepared to replace the roofs eventually.

Useful Life:
25 years

Remaining Life:

22 years
Best Case: $19,900.00 Worst Case: $23,500.00
$17.00/Sq Ft; Estimate to replace $20.10/Sq Ft; Higher estimate
Cost Source: ARI Cost Database
Comp #: 411 Playground Equip. (P1) - Replace

Quantity: (1) Structure, (2) Swings
Location: Parcel 1 - adjacent to Lot #27 at the corner of 179th Ave. & Maui Lane
Evaluation: This play structure and the arch swing sets were installed during 2004. This is a relatively large structure with
three main landings connected by bridges, three slides, and various ladders/climbers. Normal wear and tear
noted. Still functional and in fair condition.

Useful Life:
15 years

Remaining Life:

11 years
Best Case: $34,800.00 Worst Case: $40,000.00
$32,200/Structure, $2,600/Swing Set; Estimate to $36,800/Structure, $3,180/Swing Set; Higher
replace estimate

Cost Source: ARI Cost Database & Playworld Equipment Catalog
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Client: 12602B Sierra Montana - Phase 2

Comp #: 412 Playground Equip. (P2) - Replace
Quantity: (1) Structure,(1) Climber

Location: Parcel 2 - corner of Port Royale Lane & 181st Lane
: This play structure and the climber were installed during late 2004. Aging is based on a 2005 installation for

Evaluation
budgeting purposes. Structure has a long walking bridge, attached slides, hanging ladder, and a spring swing.
Some wear and tear but still in overall good condition.
Useful Life:
15 years

Remaining Life:
11 years

Worst Case: $38,050.00

$34,500/Structure, $3,540/Climber; Higher
estimate

Best Case: $31,650.00
$28,750/Structure, $2,900/Climber; Estimate to
replace

Cost Source: ARI Cost Database & Playworld Equipment Catalog

Comp #: 415 Playground Equip. (P5) - Replace

Quantity: (1) Structure
Parcel 5 - Tract C off of Lisbon Lane, next to Lot #55

Location:
Evaluation: There was no play equipment installed at the time of inspection. Installation was in 2005. Future updates to this
report will obtain more specific information about this component.
Useful Life:
15 years

Remaining Life:
12 years

Worst Case: $20,000.00
Higher estimate

Best Case: $16,400.00
Estimate to replace

Cost Source: AR! Cost Allowance
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 422 Playground Equip. (P12) - Replace
Quantity: (1) Structure
Location: Parcel 12 - Tract B at corner of Mauna Loa Lane & Woodrow Lane
Evaluation: This play structure and the toss-up structure were installed during 2004. This is a large, elaborate structure with
several landings, slides, and a bridge. Equipment still looks new and in good condition.

Useful Life:
15 years

Remaining Life:

11 years
Best Case: $65,500.00 Worst Case: $80,050.00
$64,550/Structure, $940/Toss-Up; Estimate to $78,900/Structure, $1,150/Toss-Up; Higher
replace estimate
Cost Source: Playworld Equipment Catalog
Comp #: 424 Playground Equip. (P14 A) - Replace

Quantity: (1) Structure, (2) Riders
Location: Parcel 14 - Tract C at the Banff Lane cul-de-sac
Evaluation: This play structure and the spring riders were installed during late 2004. Aging is based on a 2005 installation
for budgeting purposes. This is a smaller structure for young children. It has two landings connected by a crawl
tube and two small slides. There is a motorcycle and a butterfly spring rider.

Useful Life:
15 years

Remaining Life:

12 years
Best Case: $18,000.00 Worst Case: $22,350.00
$16,000/Structure, $1,940/Spring Riders; Estimate $20,000/Structure, $2,370/Spring Riders; Higher
to replace estimate

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 424 Playground Equip. (P14 B) - Replace
Quantity: (1) Structure, (2) Riders
Location: Parcel 14 - Tract D at Holland Ln and 174th Dr
Evaluation: This play structure and the spring riders were installed during 2006-07. Aging is based on a 2007 installation for
budgeting purposes. This is a smaller structure for young children. It has two landings connected by stairs and
two medium size slides. There is also a wave winder and a barnstormer airplane spring rider.

Useful Life:
15 years

Remaining Life:

14 years
Best Case: $18,000.00 Worst Case: $22,450.00
$16,000/Structure, $2,000/Spring Riders; Estimate $20,000/Structure, $2,460/Spring Riders; Higher
to replace estimate
Cost Source: ARI Cost Database
Comp #: 433 Playground Turf - Replace

Quantity: Approx 3,000 Sq Ft
Location: Playground at Parcel 2 and 5

Evaluation: This turf is a cushioned surface designed to absorb the impact of a child's fall. It also provides access to the
play structure for handicapped children. Installed during late 2004. Most of the turf is faded but is still intact and
in fair condition. However, there was vandalism noted. Aging is based on a 2005 installation for budgeting
purposes.

Useful Life:
10 years

Remaining Life:

7 years
Best Case: $57,000.00 Worst Case: $66,000.00
$19.00/Sq Ft; Estimate to replace $22.00/Sq Ft; Higher estimate

Cost Source: Research with Dave Bang & Associates (480-892-2266)
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602B Sierra Montana - Phase 2

Comp #: 435 Playground Wood Chips - Replenish

Quantity: Approx 470 Sq Yds

Location: Playgrounds at Parcels 1, 2, 12, and 14
Evaluation: Most of the wood chip surfaces were recently replenished. Tot lots are full and in good condition. Surfacing
must be maintained at a minimum of 12" deep. Expect to replenish the wood chips eventually to ensure

adequate depth and coverage.

Useful Life:
8 years

Remaining Life:
5 years

Worst Case: $32,900.00

Best Case: $26,350.00
$70.00/Sq Yd; Higher estimate

$56.00/Sq Yd; Estimate to replenish
Cost Source: Research with Dave Bang & Associates (480-892-2266)

Comp #: 440 Basketball Court - Resurface

Quantity: (1) Half Court

Location: Playground at Parcel 5
Evaluation: Basketball court is a tennis court type surface. Installed around 2005 and is still in good condition.

Useful Life:
5 years

Remaining Life:
2 years

Worst Case: $3,150.00
Higher estimate

Best Case: $2,630.00
Estimate to resurface

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 442 Basketball Backboard - Replace
Quantity: (1) Backboard & Goal
Location: Playground at Parcel 5
Evaluation: The backboard was installed in 2005. Still in good condition overall. It is a metal, fan shaped backboard with a
heavy duty goal. Long life expectancy if not vandalized.

Useful Life:
20 years

Remaining Life:

17 years
Best Case: $550.00 Worst Case: $650.00
Estimate to replace Higher estimate
Cost Source: PW Athletic catalog
Comp #: 501 Block Walls - Repair

Quantity: Approx 274,000 Sq Ft
Location: Theme and view walls at Parcels 1, 2, 3, 4, 5, 6,7, 12, and 14

Evaluation: Phase 2 walls were primarily installed during 2004. Still in good condition. No signs of significant settling or
cracking noted. There is no expectancy to replace the walls under normal circumstances. This component
provides an allowance for repairs and partial replacement.

Useful Life:
25 years

Remaining Life:

21 years
Best Case: $49,350.00 Worst Case: $60,300.00
$9.00/Sq Ft; Allowance to replace 2% of the total $11.00/Sq Ft; Higher allowance to replace 2%

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 503 Metal Fence - Replace
Quantity: Approx 1,820 LF
Location: Parcel 3 on 185th Dr and Parcel 4 on 185th Dr

Evaluation: These sections of view fence consist of 6' metal panels mounted in the ground. Installed during 2005. Future
replacement of this fencing should be anticipated.

Useful Life:
24 years

Remaining Life:

21 years
Best Case: $47,850.00 Worst Case: $61,150.00
$26.30/LF; Estimate to replace $33.60/LF; Higher estimate
Cost Source: ARl Cost Database
Comp #: 504 View Fence (2') - Repair

Quantity: Approx 6,410 LF
Location: Perimeter areas of Parcels 1, 2, 3, 4, 5, and 6

Evaluation: Metal view fence consists of 2' metal panels mounted on top of 4' block walls. Phase 2 walls and fences were
primarily installed during 2004. There is no irrigation exposure from the common area side of the walls. No
expectancy for complete replacement. This component provides an allowance for partial replacement.

Useful Life:
25 years

Remaining Life:

21 years
Best Case: $27,000.00 Worst Case: $32,300.00
$21.00/LF; Estimate to replace 20% of the total $25.20/LF; Higher estimate to replace 20%

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 505 View Fence (4') - Replace
Quantity: 50% of 2,440 LF
Location: Perimeter of Parcel 7
Evaluation: This section of view fence was installed during 2006. It consists of 4' metal panels mounted on top of 2 - 3' block
walls. There does not appear to be any significant irrigation exposure. Long life expectancy, but future
replacement should still be planned. Parcel 7 is responsible for 50% of this cost.

Useful Life:
30 years
Remaining Life:
28 years
Best Case: $29,300.00 Worst Case: $34,200.00
$24.00/LF; Estimate to replace, reflects 50% of the $28.00/LF; Higher estimate, reflects 50% of the
cost cost
Cost Source: ARI Cost Database
Comp #: 1003 Irrigation Controllers - Replace

Quantity: (18) Rain Bird ESP-MC
Location; Common areas in Parcels 1, 2, 3, 5, 6, 12, and 14
Evaluation: These controllers were primarily installed during 2004. More controllers will likely be installed during 2005, and
should be included in a future update to this report. Controllers include (5) 32-station, (2) 24-station, (5) 16-
station, (2) 12-station, and (4) 8-station.

Useful Life:
12 years

Remaining Life:

8 years
Best Case: $17,600.00 Worst Case: $21,500.00
Estimate to replace Higher estimate

Cost Source: Research with Horizon Irrigation
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602B Sierra Montana - Phase 2

Comp #: 1004 Steel Enclosures - Replace
Quantity: (17) Rain Bird Enclosures
Location: Common areas in Parcels 1, 2, 3, 5, 6, and 12
Evaluation: Each irrigation controller is mounted inside a stainless steel Rain Bird enclosure. There is no expectancy to
replace these enclosures under normal circumstances. No Reserve funding required.

Useful Life:

Remaining Life:

Worst Case:

Best Case:

Cost Source:

Comp #: 1006 Landscape Granite - Replenish

Quantity: Approx 1,955,060 Sq Ft

Location: Landscaped areas throughout community
. Phase 2 granite was primarily installed during 2004. Some sections of the community will be instalied during

Evaluation:
2005. The association budgets $15,000 per year in the Operating account for regular replenishing. No Reserve
funding required at this time.

Useful Life:

Remaining Life:

Worst Case:

Best Case:

Cost Source:
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 1105 Block Walls - Repaint
Quantity: Approx 175,660 Sq Ft
Location: Theme and view walls at Parcels 1, 2, 3,4, 5, and 6
Evaluation: These are unpainted block walls. There is no sealing or painting needed to maintain their appearance. No
Reserve funding for paint is required.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source;

Comp #: 1105 Block Walls - Repaint (P-1,12,14)
Quantity: Approx 87,840 Sq Ft
Location: Parcel 1 (theme & view walls inside the parcel perimeter) and perimeter walls at Parcels 12 & 14
Evaluation: These block walls are painted to match the unpainted block walls throughout the rest of the community. Walls
were painted in 2004-05. Somewhat faded. Fair conditions observed.

Useful Life:
6 years

Remaining Life:

2 years
Best Case: $32,500.00 Worst Case: $39,550.00
$0.37/Sq Ft; Estimate to repaint $0.45/Sq Ft; Higher estimate

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 1105 Block Walls - Repaint (P-7)
Quantity: Approx 10,500 Sq Ft
Location: Parcel 7 - theme and view walls bordering parcel perimeter
Evaluation: Perimeter block walls at Parcel 7 are all painted. They are not unpainted block like at the rest of the community.

Walls were installed and painted during 2006. Master Association is responsible to paint the exterior surfaces of
these perimeter walls only, not the interior surfaces.

Useful Life:
6 years

Remaining Life:

4 years
Best Case: $3,900.00 Worst Case: $4,730.00
$0.37/Sq Ft; Estimate to repaint $0.45/Sq Ft; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1107 Metal Fence - Repaint

Quantity: Approx 1,820 LF
Location; Parcel 3 on 185th Dr and Parcel 4 on 185th Dr

Evaluation: These sections of fence were installed and painted during 2005. Surfaces are still in fair condition. Repaint
periodically to maintain appearance and to inhibit rusting.

Useful Life:
4 years

Remaining Life:

1 years
Best Case: $7,650.00 Worst Case: $10,600.00
$4.20/LF; Estimate to repaint $5.80/LF; Higher estimate

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 1108 View Fence (2') - Repaint
Quantity: Approx 6,410 LF
Location: Perimeter areas of Parcels 1,2, 3,4,5,and 6

Evaluation: Metal view fence was installed and painted during 2004. Surfaces are faded and some rust is starting to
appear. Repaint periodically to inhibit rusting and to restore the appearance.

Useful Life:
4 years

Remaining Life:

0 years
Best Case: $20,500.00 Worst Case: $26,950.00
$3.20/LF; Estimate to repaint $4.20/LF; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1108 View Fence (4') - Repaint

Quantity: 50% of 2,440 LF
Location: Perimeter of Parcel 7

Evaluation: This section of view fence was installed and painted during 2006. It consists of 4' metal panels mounted on top
of 2 - 3' block walls. Surfaces are still in good shape overall. Sections where paint was applied over welded
spots do look faded. Parcel 7 is responsible for 50% of this cost.

Useful Life:
4 years

Remaining Life:

2 years
Best Case: $5,130.00 Worst Case: $7.080.00
$4.20/LF; Estimate to repaint, reflects 50% of the $5.80/LF; Higher estimate, reflects 50% of the
cost cost

Cost Source: ARI Cost Database

October 18,2007 Page 16 of 19



Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602B Sierra Montana - Phase 2

Comp #: 1109 Culvert Rails - Repaint
Quantity: Approx 305 LF
Location: Common areas in Parcels 1, 3,4, 6,7, and 12
Evaluation: Metal culvert rails were installed and painted during 2004. Surfaces are chipped and peeling. Recommend
repainting periodicaily to maintain the appearance.

Useful Life:
4 years
Remaining Life:
0 years
Best Case: $1,530.00 Worst Case: $1,980.00
$5.00/LF; Estimate to repaint $6.50/LF; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1112 Bollard Posts - Repaint

Quantity: (88) Bollard Posts
Location: Common areas in Parcels 1, 2, 4, 5, and 14
Evaluation: Bollard posts are installed in various locations to prevent unauthorized vehicles from accessing the common
areas. Posts are painted and have reflective tape. Expect to periodically repaint the posts to maintain the

appearance.
Useful Life:
5 years
Remaining Life:
2 years
Best Case: $710.00 Worst Case: $880.00
$8.00/Post; Allowance to repaint $10.00/Post; Higher allowance

Cost Source: ARI Cost Allowance
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Client: 12602B Sierra Montana - Phase 2

Comp #: 1113 Ramadas - Repaint
Quantity: Approx 1,270 Sq Ft
Location: (6) Ramadas - Playgrounds at Parcels 1, 2, 5, 12, and (2) in 14
Evaluation: These ramadas were installed during late 2004. They have metal posts and beams that will eventually need to
be repainted. Surfaces are currently faded but still look to be in fair condition. Aging is based on a 2005
installation for budgeting purposes.

Useful Life:
6 years

Remaining Life:

3 years
Best Case: $1,270.00 Worst Case: $1,650.00
$1.00/Sq Ft; Estimate to repaint $1.30/Sq Ft; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1402 Monuments (P-7) - Refurbish

Quantity: (1) Monument
Location: Entry to Parcel 7 - corner of Vista Verde Dr. & Lisbon Ln.
Evaluation: Parcel monument consists of a combination of reverse pan channel and solid lettering mounted to the perimeter
block wall. Long life expectancy if not vandalized. Replacement of the lettering should be anticipated eventually
to upgrade and restore the appearance. Installed during 2006.

7o 3

Useful Life:
15 years

Remaining Life:

13 years
Best Case: $2,760.00 Worst Case: $3,400.00
Estimate to replace lettering Higher estimate

Cost Source: ARI Cost Database
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Client: 12602B Sierra Montana - Phase 2

Comp #: 1402 Monuments (Parcels) - Refurbish
Quantity: (4) Monuments
Location: Entry areas into Parcels 5, 6, 12, and 14
Evaluation: Parcel monuments consist of a combination of reverse pan channel and solid lettering mounted to the perimeter
block walls. Long life expectancy if not vandalized. Replacement of the lettering should be anticipated
eventually to upgrade and restore the appearance. Installed during 2004.

Useful Life:
15 years

Remaining Life:

11 years
Best Case: $9,530.00 Worst Case: $11,650.00
Estimate to replace lettering Higher estimate

Cost Source: ARI Cost Database
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Hello, and welcome to your Reserve Study!

his Report is a valuable budget planning tool, for with it

you control the future of your association. It contains
all the fundamental information needed to understand your
current and future Reserve obligations, the most significant
expenditures your association will face.

W ith respect to Reserves, this Report will tell you
“where you are” and “where to go from here”.

In this Report, you will find...
1) A List of What you’re Reserving For

2) An Evaluation of your Reserve Fund Size and
Strength

3) A Recommended Multi-Year Reserve Funding
Plan

More Questions?

Visit our website at www.ReserveStudy.com or call us at:

480/361 -5340 or 800/393 7903

SSOCIATI@N‘ T
ESERVES INC

l_ i - 1
N gsr 986

Reserve Smdzes for Commumty Assoczanons
” ‘ ( i

Association Reserves, Inc. 8/17/2010



3-Minute Executive SUMMAIY ......eeiiierimicecccnne i rrrresssssnssenessnsesensnsnsnmssnesmnes i

Reserve Study SUMMANY ..........oooiiii ettt s i
Reserve Component List — Table ... e ii
Introduction, Objectives, and Methodology .......ccccccvmimriiieiiire s 1
Which Physical Assets are Covered by Reserves?.........ccccccooiiviiiii e, 2
How are Useful Life and Remaining Useful Life established?................cccoeiniii, 2
How are Cost Estimates Established? .............cocouvr i 2
How much Reserves are enough?.............oooiiiiiiiiiciiiiiiee e e 3
How much should we CONtribUIE? ............coviiriiiiie e e e 4
What is our FUNING GOQAI? ..........oiiiiiiieie et e e r e e e e e 4
Projected EXPENSES ........cccociiiriiinnmnnrmsenemnnnnnsannsmnns s nssss s nn s nn e s sssa s nnees 5
EXpense Graph — FIQUIE 1 ... ..o ittt s st ae e eete e e e ennnnnnes 5
Reserve Fund Status & Recommended Funding Plan .........c...cceeeiiiiiiciiennnneen. 6
Funding Plan Graph — FIigure 2............oo et ssee e 6
Cash FIow Graph — FIQUIE 3 ........ooi e et e s 7
% Funded Graph — FIQUIE 4...........coo oottt e et e e s s e 7
LIE: 10T L= 0 =0 ] 4o T 8
Reserve Component List Detail = Table 2. et 9
Contribution & Fund Breakdown —Table 3 ... 10
30 Year Reserve Plan Summary —Table 4..............cccoooii e, 11
30 Year Reserve Plan Year by Year Detail — Table 5. 12
Accuracy, Limitations, and Disclosures..........ccccceimmininnmnnnen. 18
Terms and Definitions...........ccmmim e 19

Association Reserves, Inc. 8/17/2010



3-Minute Executive Summary

Association: Parcel 7 at Sierra Montana Assoc. #: 12602C-2
Location: Surprise, Arizona
# of Units: 140

Report Period: January 1, 2011 through December 31, 2011

Results

Economic Assumptions:
Net Annual “After Tax” Interest Earnings Accruing to Reserves....... 1.50%
Annual Inflation Rate........c.cccocciimiiiiiiiincccccceee e e sne e e 3.00%

This is an “Update No-Site-Visit” Reserve Study, based on a prior
Report prepared by Association Reserves for your 2008 Fiscal Year.
No site inspection was performed as part of this Reserve Study.

e This Resérve Study was prepared by, or under the supervision of, a
credentialed Reserve Specialist (RS).

e Because your Reserve Fund is 82.9% Funded, this represents a
strong position. In perspective, association’s with a Reserve Fund
over 70% Funded typically enjoy fiscal stability with low risk of
special assessments and deferred maintenance.

o Based on this starting point, your anticipated future expenses, and
your historical Reserve contribution rate, we recommend Monthly
Reserve Contributions of $1,100, followed by nominal annual
increases (see tables herein) to help offset inflation.

¢ Your multi-year Funding Plan is designed to gradually bring you to
the 100% level, or “Fully Funded”.
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:Table 1: Executive Summary

Useful Rem. Current Future

Life Useful Average Average

# Component (yrs) Life (yrs) Cost Cost
103 Concrete - Repair 5 1 $1,805 $1,859
201 Asphalt - Resurface 20 15 $83,725 $130,441
202 Asphalt - Seal/Repair 4 3 $4,490 $4,906
403 Mailboxes - Replace 18 13 $16,850 $24,745
405 Park Furniture - Replace 12 7 $2,435 $2,995
406 BBQ Grills - Replace 12 7 $725 $892
410 Ramada Roofs - Replace 25 20 $11,350 $20,499
505 View Fence - Replace 30 25 $37,850 $79,249
1003 Irrigation Controllers - Replace 12 7 $3,675 $4,520

11 das - Repaint $620
1114 Driveway Signs - Repaint 6 1 $870 $896
13 Total Funded Components

Note: a Useful Life of “N/A” means a one-time expense, not expected to repeat.
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Assoc. 12602C-2

Introduction

A Reserve Study is the art and science of anticipating, and preparing for,
an association’s major common area repair and replacement expenses.
Partially art, because in this field we are making projections about the
future. Partially science, because our work is a process of research and
analysis along well defined methodologies.

In this Report you will find the Reserve
Component List (what you are reserving Reserve Study
for). It contains our estimates for Useful
Life, Remaining Useful Life, and the mponent List
current repair or replacement cost for each « Reserve Fund Strength
major component the association is
obligated to maintain. Based on that List
and your starting balance we computed

e Recommended Contribs

the association’s Reserve Fund Strength
(measured as “Percent Funded”), and created a recommended multi-year
Reserve Funding Plan to offset future Reserve expenses.

As the physical assets age and deteriorate, it is important to accumulate
financial assets to keep the two “in balance”. A stable Reserve Funding
Plan that offsets the irregular Reserve expenses will ensure that each
owner pays their own “fair share” of ongoing common area deterioration.

Methodology

First we establish what the projected
expenses are, then we determine the Reserve Study Ty
association’s financial status and create a
Funding Plan. For this “Update No-Site- . eFull S
Visit” Reserve Study, we started with a « Update With-Site-Visit
review of your prior Reserve Study, recent « Update No-Site-Visit

Reserve expenditures, an evaluation of
how expenditures are handled (ongoing

maintenance vs. Reserves), and research
into any well-established association precedents. We adjusted life and cost
factors based on time since the last Reserve Study and interviews with
association representatives.
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Assoc. 12602C-2

Which Physical Assets are Covered by Reserves?

There is a national-standard four-part test to
determine which expenses should be funded | Reserve Components
through Reserves. First, it must be a common
area maintenance responsibility. Second, the
component must have a limited life. Third, the | .q;mited Useful Life
limited life must be predictable (or it by ] v
definition is a “surprise” which cannot be " Predictable Life Limit
accurately anticipated). Fourth, the * Cost must be Significant
component must be above a minimum
threshold cost. This limits Reserve Components to major, predictable
expenses. Within this framework, it is inappropriate to include “lifetime”
components, unpredictable expenses (such as damage due to fire, flood, or
earthquake), and expenses more appropriately handled from the
Operational Budget or as an insured loss.

How are Useful Life and Remaining Useful Life established?
1)  Reported Condition (wear and age since last report)

2) Association Reserves database of experience
3) Client Component History

4)  Vendor Evaluation and Recommendation

How are Cost Estimates Established?

Financial projections are based on the average of our Best Case and Worst
Case estimates, which are established in this order...

1)  Client Cost History

2) Comparison to Association Reserves database or work done at
similar associations

3) Vendor Recommendations

4) Reliable National Industry cost estimating guidebooks
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Assoc. 12602C-2

How much Reserves are enough?

Your Reserve cash Balance can measure reserves, but the true measure is
whether the funds are adequate. Adequacy is measured in a two-step
process:

1) Calculate the association’s Fully Funded Balance (FFB)
2) Compare to the Reserve Fund Balance, and express as a
percentage.

The FFB grows as assets age and the Reserve needs of the association
increase, but shrinks when projects are accomplished and the Reserve
needs of the association decrease. The Fully Funded Balance changes
each year, and is a moving but predictable target.

Special assessments and deferred maintenance are common when the
Percent Funded is below 30%. While the 100% point is Ideal, a Reserve
Fund in the 70% - 130% range is considered “strong” because in this range
cash flow problems are rare.

Measuring your Reserves by Percent Funded tells how well prepared your
association is for upcoming Reserve expenses. New buyers should be
very aware of this important disclosure!
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Assoc. 12602C-2

How much should we contribute?

There are four Funding Principles that we balance in developing your
Reserve Funding Plan. Our first objective is to design a plan that provides
you with sufficient cash to perform your Reserve projects on time. A stable
contribution rate is desirable because it is a hallmark of a proactive plan.

Reserve contributions that are evenly
distributed over the owners, over the
years, enable each owner to pay their “fair
share” of the association’s Reserve ‘sSufficientCash
expenses (this means we recommend « Stable Contribution Rate
special assessments only when all other '
options have been exhausted). And
finally, we develop a plan that is fiscally * Fiscally Responsible
responsible and “safe” for Board members
to recommend to their association.

Funding Principles

* Evenly Distributed

What is our Funding Goal?

Maintaining the Reserve Fund at a level equal to the physical deterioration
that has occurred is called “Full Funding” the Reserves (100% Funded). As
each asset ages and becomes “used up”, the Reserve Fund grows
proportionally. This is simple, responsible, and our recommendation. As
stated previously, associations in the 100% range rarely experience special
assessments or deferred maintenance.

Allowing the Reserves to fall close to zero, but
not below zero, is called Baseline Funding. In
these associations, deterioration occurs
without matching Reserve contributions. With
a low Percent Funded, special assessments
and deferred maintenance are common.

* Baseline Funding

Threshold Funding is the title of all other
objectives randomly selected between

Baseline Funding and Full Funding.

Association Reserves, Inc. 4 8/17/2010
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Projected Expenses

The figure below shows the array of the projected future expenses at your
association. This figure clearly shows the near term and future expenses
that your association will face. Note the large expense slated for 2026
primarily reflects the resurfacing of the asphalt.

Annual Reserve Expenses

$140,000
$120,000
$100,000
$80,000
$60,000
$40,000

$20,000

2011 2016 2021 2026 2031 2036 2041
Years

Figure 1

A summary of this information is shown in Table 4, while details of the
projects that make up this information are shown in Table 5. Since this is a
projection about future events that may or may not take place as
anticipated, we feel more certain about “near-term” projects than those
many years away. While this Reserve Study is a one-year document, it is
based on 30 years worth of looking forward into the future.

Association Reserves, Inc. 5 8/17/2010
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Reserve Fund Status

The starting point for our financial analysis is your Reserve Fund balance,
projected to be $42,422 as-of the start of your Fiscal Year on January 1,
2011. This is based on your actual balance on May 31, 2010 of $39,078
and anticipated Reserve contributions and expenses projected through the
end of your Fiscal Year. As of January 1, 2011, your Fully Funded Balance
is computed to be $51,181 (see Table 3). This figure represents the
deteriorated value of your common area components. Comparing your
Reserve Balance to your Fully Funded Balance indicates your Reserves
are 83% Funded. As indicated earlier in the Executive Summary, this
represents a strong position.

Recommended Funding Plan

Based on your current Percent Funded and your projected cash flow
requirements, we recommend Reserve contributions of $1,100/month this
Fiscal Year, followed by nominal annual increases to help offset inflation.
This represents the first year of a 30-year Funding Plan. This same
information is shown numerically in both Tables 4 and 5.

B Recommended
#Current

$3,000
$2,500
$2,000
$1,500

$1,000

Monthly Contributions

$500

AR AR

2011 2016 2021 2026 2031 2036 2041

Figure 2
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The following chart shows your Reserve Balance under our recommended
Funding Plan and your current Funding Plan, and your always-changing
Fully Funded Balance target.

Target Fully Funded Balance
—6— Recommended Funding Plan
~a&-~Current Funding Plan

30-Yr Cash Flow
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Years

Figure 3

In this figure it is easy to see how your Reserve Fund gradually draws
closer to the Fully Funded (100%) level.

——o—Recommended Funding Plan

-@&—Current Funding Plan
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Figure 4
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Table Descriptions

The tabular information in this Report is broken down into five tables.

Table 1 summarizes your funded Reserve Components, and is part of the Executive
Report summary that appeared earlier in this Report.

Table 2 provides the main component description, life, and cost factors for all
components determined to be appropriate for Reserve designation. This table
represents the core information from which all other tables are derived.

Table 3 is presented primarily as an accounting summary page. The results of the
individual line item Fully Funded Balance computations are shown. These individual
quantities are summed to arrive at the Fully Funded Balance for the association as of
the start date of the Report. The figures in the Current Fund Balance column and the
Monthly Reserve Contribution column show our distribution throughout the line items. If
the association is underfunded, Reserve Funds are distributed first to components with
a short Remairiing Useful Life. If the association’s Reserve Balance is above 100%
Funded, funds are distributed evenly for all components. Contribution rates for each
component are a proportionate distribution of the total contribution on the basis of the
component’s significance to the association (current cost divided by useful life). This
presentation is not meant to cause clients to redistribute association funds, it simply
presents one way to evenly distribute the total among all the different line items.

Table 4: This table provides a one-page 30-year summary of the cash flowing into and
out of the association, compared to the Fully Funded Balance for each year.

Table 5: This table shows the cash flow detail for the next 30 years. This table makes it
possible to see what components are projected to require repair or replacement each
year, and the size of those individual expenses.

Association Reserves, Inc. 8 8/17/2010



Table 2: Reserve Component List Detail

Rem. Current
Useful Useful Best Worst
# Component Quantity Life Life Cost Cost
103 Concrete - Repair Numerous Sq Ft 5 1 $1,550 $2,060
201 Asphalt - Resurface Approx 64,100 Sq Ft 20 15 $75,350 $92,100
202 Asphalt - Seal/Repair Approx 64,100 Sq Ft 4 3 $3,850 $5,130
403 Mailboxes - Replace (11) Cluster Units 18 13 $15,200 $18,500
405 Park Furniture - Replace (4) Pieces 12 7 $2,170 $2,700
406 BBQ Girills - Replace (2) Charcoal Grills 12 7 $620 $830
410 Ramada Roofs - Replace Approx 612 Sq Ft 25 20 $10,400 $12,300
505 View Fence - Replace 50% of 2,440 LF 30 25 $34,200 $41,500
1003 Irrigation Controllers - Replace (3) Rain Bird, ESP-24MC 12 7 $3,300 $4,050
1105 Block Walls - Repaint Approx 15,950 Sq Ft 6 1 $5,900 $7,180
1108 View Fence - Repaint 50% of 2,440 LF 4 0 $4,270 $5,500
1113 Ramadas - Repaint Approx 400 Sq Ft 6 1 $520 $720
1114 Driveway Signs - Repaint (24) Signs 6 1 $740 $1,000
13 Total Funded Components
Association Reserves, Inc. 9 8/17/2010



Table 3: Contribution'and Fund Breakdown

Rem. Fully Current
Useful Useful Current Funded Fund Reserve
# Component Life Life (Avg) Cost Balance Balance Contributions
103 Concrete - Repair 5 1 $1,805 $1,444 $1,444.00 $34.68
201 Asphalt - Resurface 20 15 $83,725 $20,931 $20,750.36 $402.15
202 Asphalt - Seal/Repair 4 3 $4,490 $1,123 $1,122.50 $107.83
403 Mailboxes - Replace 18 13 $16,850 $4,681 $4,680.56 $89.93
405 Park Furniture - Replace 12 7 $2,435 $1.015 $1,014.58 $19.49
406 BBQ Grills - Replace 12 7 $725 $302 $302.08 $5.80
410 Ramada Roofs - Replace 25 20 $11,350 $2,270 $0.00 $43.61
505 View Fence - Replace 30 25 . $37,850 $6,308 $0.00 $121.20
1003 Irrigation Controllers - Replace 12 7 $3,675 $1,531 $1,531.25 $29.42
1105 Block Walls - Repaint 6 1 $6,540 $5,450 $5,450.00 $104.71
1108 View Fence - Repaint 4 0 $4,885 $4,885 $4,885.00 $117.32
1113 Ramadas - Repaint 6 1 $620 $517 $516.67 $9.93
1114 Driveway Signs - Repaint 6 1 $870 $725 $725.00 $13.93
13 Total Funded Components $51,181 $42,422 $1,100
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Table 4: 30-Year Reserve Plan Summary

Fiscal Year Beginning:  01/01/11 Interest: 1.5%| Inflation: 3.0%

Starting Fully Annual Loans or Projected

Reserve Funded Percent Reserve Special Interest Reserve

Year Balance Balance Funded Rating Contribs. Assmts Income Expenses
2011 $42,422 $51,181 82.9% Strong $13,200 $0 $704 $4,885
2012 $51,441 $569,479 86.5% Strong $13,596 $0 $803 $10,130
2013 $55,710 $62,978 88.5% Strong $14,004 $0 $947 $0
2014 $70,661 $77,380 91.3% Strong $14,424 $0 $1,139 $4,906
2015 $81,317 $87,635 92.9% Strong $14,857 $0 $1,299 $5,498
2016 $91,975 $97,773 94.1% Strong $15,302 $0 $1,505 $0
2017 $108,782 $114,379 95.1% Strong $15,761 $0 $1,746 $2,1565
2018 $124,134 $129673 95.7% Strong $16,234 $0 $1,818 $23,804
2019 $118,382 $123,550 95.8% Strong $16,721 $0 $1,868 $6,188
2020 $130,782 $135,824 96.3% Strong $17,223 $0 $2,105 $0
2021 $150,111 $155,287 96.7% Strong $17,740 $0 $2,401 $0
2022 $170,252 $175,796 96.8% Strong $18,272 $0 $2.,644 $8,714
2023 $182,453 $186,820 97.7% Strong $18,820 $0 $2,845 $6,965
2024 $197,154 $202,067 97.6% Strong $19,385 $0 $2,848 $36,537
2025 $182,850 $187,816 97.4% Strong $19,966 $0 $2,912 $0
2026 $205,728 $211,290 97.4% Strong $20,565 $0 $2,277 $130,441
2027 $98,130 $101,650 96.5% Strong $21,182 $0 $1,507 $17,941
2028 $102,878 $105,147 97.8% Strong $21,818 $0 $1,719 $0
2029 $126,414 $127,795 98.9% Strong $22,472 $0 $2,079 $0
2030 $150,965 $151,708 99.5% Strong $23,146 $0 $2,258 $26,066
2031 $150,304 $150,093 100.1% Strong $23,841 $0 $2,167 $37,432
2032 $138,880 $137,342 101.1% Strong $24,556 $0 $2,258 $3,358
2033 $162,336 $159,945 101.5% Strong $25,293 $0 $2,643 $0
2034 $190,272 $187,342 101.6% Strong $26,051 $0 $3,071 $0
2035 $219,393 $216,239 101.5% Strong $26,637 $0 $3,371 $19,057
2036 $230,344 $227,072 101.4% Strong $27,237 $0 $2,959 $96,063
2037 $164,478 $159,635 103.0% Strong $27,850 $0 $2,665 $3,893
2038 $191,100 $185,850 102.8% Strong $28,476 $0 $3,101 $0
2039 $222,678 $217,623 102.3% Strong $29,117 $0 $3,421 $21,449
2040 $233,766 $229,044 102.1% Strong $29,772 $0 $3,756 $0
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Table 5: 30-Year Income/Expense Detail (yrs 0 th

Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

Total Income

# Component

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Furniture - Replace
406 BBQ Grills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

Total Expenses

Ending Reserve Balance:

Association Reserves, Inc.
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2012
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Table 5: 30-Year Income/Expense Detail (yrs 5 through 9)

Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

Total Income

# Component

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Furniture - Replace
406 BBQ Grills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

Total Expenses

Ending Reserve Balance:

Association Reserves, Inc.
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$130,782
$17,223
$0
$2,105

$150,111

$0

$150,111
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Table 5: 30-Year Income/Expense Detail (yrs 10 through 14)

Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

Total Income

# Component

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Furniture - Replace
406 BBQ Girills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint
Total Expenses

Ending Reserve Balance:
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Table 5: 30-Year Income/Expense Detail (yrs 15 through 19)

Fiscal Year

2030

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

$150,965
$23,146
$0
$2,258

Total Income

# Component

$176,370

103 Concrete - Repair

201 Asphalt - Resurface

202 Asphalt - Seal/Repair

403 Mailboxes - Replace

405 Park Furniture - Replace

406 BBQ Grills - Replace

410 Ramada Roofs - Replace

505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

$0
$0
$0
$0
$4,270
$1,271
$0

$0
$6,444
$11,468
$0
$1,087
$1,526

Total Expenses

Ending Reserve Balance:

Association Reserves, Inc.
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Table 5: 30-Year Income/Expense Detail (yrs 20 through 24)

Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

Total Income

# Component

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Furniture - Replace
406 BBQ Grills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint
Total Expenses

Ending Reserve Balance:
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jTabIe 5: 30-Year Income/Expense Detail (yrs 25 through

Fiscal Year 2036 . 2040
Starting Reserve Balance $230,344 $233,766
Annual Reserve Contribution $27,237 $29,772
Planned Special Assessments $0 $0
Interest Earnings $2,959 $3,756

$267,294

Total Income $260,540

# Component

103 Concrete - Repair

201 Asphalt - Resurface

202 Asphalt - Seal/Repair
403 Mailboxes - Replace

405 Park Furniture - Replace
406 BBQ Grills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

Total Expenses

$0

Ending Reserve Balance: $267,294
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ccuracy, Limitations, and Disclosures

Because we have no control over future events, we cannot claim that all the events we
anticipate will occur as planned. We expect that inflationary trends will continue, and
we expect that financial institutions will provide interest earnings on funds on-deposit.
We believe that reasonable estimates for these figures are much more accurate than
ignoring these econorric realities. The things we can control are measurements, which
we attempt to establish within 5% accuracy. Your starting Reserve Balance and current
Reserve interest earnings are also numbers that can be identified with a high degree of
certainty. These figures have been provided to us, and were not confirmed by our
independent research. Our projections assume a stable economic environment and
lack of natural disasters.

Because both the physical status and financial status of the association change each
year, this Reserve Study is by nature a “one-year” document. This information can and
should be adjusted annually as part of the Reserve Study Update process so that more
accurate estimates can be reflected in the Reserve plan. Reality often differs from even
the best assumptions due to changing economic factors, physical factors, or ownership
expectations. Because many years of financial preparation help the preparation for
large expenses, this Report shows expenses for the next 30 years. We fully expect a
number of adjustments will be necessary through the interim years to both the cost and
timing of distant expense projections. It is our recommendation and that of the
American Institute of Certified Public Accountants (AICPA) that your Reserve Study be
updated annually.

Association Reserves — Arizona, LLC, and its employees have no ownership,
management, or other business relationships with the client beyond this Reserve Study
engagement. D.J. Vlaming, R.S., company president, is a credentialed Reserve
Specialist. All work done by Association Reserves — Arizona, LLC is performed under
his Responsible Charge. There are no material issues to our knowledge that have not
been disclosed to the client that would cause a distortion of the association’s situation.

We have relied upon the client to provide the current (or projected) Reserve Balance,
the estimated net-after-tax current rate of interest earnings, and to indicate if those
earnings accrue to the Reserve Fund. In addition, we have considered the
association’s representation of current and historical Reserve projects reliable, and we
have considered the representations made by its vendors and suppliers to also be
accurate and reliable.

Component quantities indicated in this Report were derived from the prior Reserve
Study, unless otherwise noted in our “Site Inspection Notes” comments. No destructive
or intrusive testing was performed, nor should the site inspection be assumed to be
anything other than for budget purposes.
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BTU British Thermal Unit (a standard unit of energy)
DIA Diameter

GSF Gross Square Feet (area)

GSY Gross Square Yards (area)

HP Horsepower

LF Linear Feet (length)

Effective Age: The difference between Useful Life and Remaining Useful Life. Note
that this is not necessarily equivalent to the chronological age of the
component.

Fully Funded Balance (FFB): The Reserve Balance that is in direct proportion to the
fraction of life “used up” of the current Repair or Replacement cost. This
benchmark balance represents the value of the deterioration of the
Reserve Components. This number is calculated for each component,
then summed together for an association total.

FFB = (Current Cost X Effective Age) / Useful Life

Inflation: Cost factors are adjusted for inflation at the rate defined in the
Executive Summary and compounded annually. These increasing
costs can be seen as you follow the recurring cycles of a component on
Table 5.

Interest: Interest earnings on Reserve Funds are calculated using the average
balance for the year (taking into account income and expenses through
the year) and compounded monthly using the rate defined in the
Executive Summary. Annual interest earning assumption appears in the
Executive Summary, page ii.

Percent Funded: The ratio, at a particular point in time (typically the beginning of the
Fiscal Year), of the actual (or projected) Reserve Balance to the Fully
Funded Balance, expressed as a percentage.

Remalnmg Useful Life: The estimated time, in years, that a common area component
can be expected to continue to serve its intended function.

Useful Life:  The estimated time, in years, that a common area component can be
expected to serve its intended function.
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Hello, and welcome to your Reserve Study!

t's all very simple, really. A Reserve Study is the a7

anda scrence of anticipating and preparing for major
common area repair and replacement costs. With our
experience in this industry, we have gathered the
information necessary to make an evaluation of the
current status of your Reserve Components, an
evaluation of the current status of your Reserve Fund,
and a recommended Reserve Funding Plan.

his Report is a valuable budget planning tool, for with it

you control the future of your association. It contains
all the fundamental information needed to understand your
current and future Reserve obligations, the most significant
expenditures your association will face.

hile this Report has been prepared to answer all of

your questions, please don’t hesitate to call us if
unanswered questions remain. Our toll-free number is
(800) 393-7903, and answers to most frequently asked
questions are on our web site (www.ReserveStudy.com).
A Quick Refererce Guraeis provided on the following
page, to map out your Reserve Study and provide
directions to the most valuable areas. From the entire
staff of Association Reserves, thank you for selecting us
as your Reserve-planning partner!

§ SSOCIATION
QESERVES

r\rlzona L[ C

Reserve_ Studies for C ommumrjJ Ass ociations

Assocration Reserves — Arizona, LLC. 10782007



What do / distribute fo the homeowrers? Ve

A good choice is to distribute copies of the "Executive Summary” immediately following the
Table of Contents (a summary page and the Reserve Component Listing).

Where do / ind...

...a listing of our Reserve Comporents?

Table 2 shows the name, Useful Life, Remaining Useful Life, and current Replacement Cost.
...our Percert Funded rating and recommeraded Reserve Contribution Rate?

With our major financial summary information, in the Executive Summary (Page i)

...a description of our objectives ana methodology?

Beginning on Page 1 we introduce the Reserve Study, our objectives, and methodology.
...more defarfed information on our site inspection?

General site inspection notes can be found on Page 5. Photographs and specific information
on each component can be found in the Photographic Inventory Appendix.

More questions?

Visit our web site at www.ReserveStudy.com

Association Reserves — Arizona, LLC. 70782007
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Association: Parcel 7 at Sierra Montana Assoc. #: 12602C-1
Location: Surprise, Arizona

# of Units: 140

Report Period: January 1, 2008 through December 31, 2008

Ecornomic Assumptions.
Net Annual “After Tax” Interest Earnings Accruing to Reserves....... 4.00%
Annual Inflation Rate.......cccoviiicciiiiiecc e en e 3.00%

¢ Parcel 7 is a benefited parcel inside the Sierra Montana community.
Owners in this parcel are responsible for the maintenance of the
common areas within the perimeter walls.

¢ This analysis was prepared in conjunction with the Sierra Montana
Reserve Study. The information in this report is based on our site
inspection on October 9, 2007.

¢ A contribution for Reserves is collected at the close of new home
sales. In 2008, we anticipate this parcel will be sold out with 110
closings contributing $130 each.

¢ Because your Reserve Fund is 30.9% Funded, this represents a
borderline weak-fair financial position. This status will improve
significantly during 2008 with collection of the closing contributions.

e Based on this starting point and your anticipated future expenses, our
recommendation is to increase Reserve contributions to $850/month
for the 2008 Fiscal Year.

¢ Your multi-year Funding Plan is designed to gradually bring you to
the 100% level, or “Fully Funded”.

Association Keserves — Arizona, LLC. / 10782007



Useful Rem. Current Future
Life Useful Average Average
# Component (yrs) Life (yrs) Cost Cost
103 Concrete - Repair 5 4 $1,750 $1,970
201 Asphalt - Resurface 20 18 $80,775 $137,514
202 Asphalt - Seal/Repair 4 1 $6,415 $6,607
403 Mailboxes - Replace 18 16 $16,325 $26,197
405 Park Furniture - Replace 12 10 $2,350 $3,158
406 BBQ Grills - Replace 12 10 $700 $941
410 Ramada Roofs - Replace 25 23 $11,350 $22,400
505 View Fence - Replace 30 28 $31,750 $72,642
1003 Irrigation Controllers - Replace 12 10 $3,675 $4,939
1105 Block Walls - Repaint 6 4 $6,540 $7,361
1108 View Fence - Repaint 4 2 $6,105 $6,477
1113 Ramadas - Repaint 6 4 $600 $675
1114 Driveway Signs - Repaint 6 4 $840 $945
13 Total Funded Components
Assocriation Reserves — Arizona, LLC. 7 70782007
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Introduction

It is all very simple, really. A Reserve Study is the art and science of anticipating and
preparing for major common area repair and replacement expenses. Partially art,
because in this field we are making projections about the future. Partially science,
because our work is a process of research and analysis along well defined
methodologies.

A Reserve Study consists of two parts: the Physical
Analysis and the Financial Analysis. The Physical
Analysis contains the information about the current
condition and repair or replacement cost of the major
common area components the association is
obligated to maintain. The Financial Analysis
contains an evaluation of the association's Reserve
balance (measured by Percent Funded) and a
recommended Funding Plan to offset the anticipated
Reserve expenses ...................................

The primary responsibility of the Board of Directors is to maintain, protect, and enhance
the assets of the association. As the physical assets age and deteriorate, it is important
to accumulate financial assets, keeping the two “in balance”. The Reserve Study is the
document that helps keep the physical and financial assets of the association in
balance. This Reserve Study is a budget-planning document. The primary information
you will get from this document is a list of your major Reserve components, a finding of
the current status (strength) of your Reserve Fund, and a recommended Funding Plan.
The basic objective of the Reserve Study is to provide a plan to collect funds at a stable
rate to offset the predicted irregular Reserve expenses. Setting a stable Reserve
contribution rate will ensure that each owner pays their own “fair share” of the ongoing,
gradual deterioration of the common areas.

Methodology

By necessity, the Physical Analysis occurs before the
Financial Analysis (first we establish what the
projected expenses are, then we determine the
association’s financial status and create a Funding
Plan). For this “Full” Reserve Study, the Physical
Analysis starts with a review of your Governing

Documents, recent Reserve expenditures, an . UPdate With- Site-Visit
evaluation of how expenditures are handled (ongoing * Update No-Site-Visit
maintenance vs. Reserves), and research into any s Do-Tt-Yourself Kit

well-established association precedents. We ]
performed an on-site inspection to inventory (quantify eerrmmm——————— S——
and evaluate) your common areas, creating your Reserve Component Ltst from

scratch”. Your Reserve Component List (Table 1 or Table 2) contains a description and
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quantification of individual line items, and estimates for the Useful Life, Remaining
Useful Life, and current Replacement Cost of each component. The average of the Best
and Worst Case cost estimates are used for all calculations throughout the Financial
Analysis. With this information and an assumed inflation rate (as shown on the
Executive Summary), we are able to project the array of future major expenses facing
the association.

Whiich Fhysical Assels are Covered by Resernves?

Reserve expenses are the larger, infrequent expenses that require significant advance
planning. Operating expenses, on the other hand, are those ongoing daily, weekly, or
monthly expenses that occur and recur throughout the year. Small surprises are
typically handled as maintenance contingencies, while the larger ones may be covered
by insurance or require special assessments.

There is a national-standard four-part test to
determine which expense items should be funded
through Reserves. First, it must be a common area
maintenance responsibility. Second, the component
must have a limited life. Third, the limited life must be not > i
predictable (or it by definition is a “surprise” which " “Limited Useful Life
cannot be accurately anticipated). Fourth, the . .
component must be above a minimum threshold cost. * Predictable Life Limit
This limits Reserve Components to major, predictable « Cost must be Significant
expenses. We do not typically Reserve for building L
foundations and major infrastructure elements since
they do not have limited life expectancies. Light bulbs or other small items are not listed
as Reserve Components since their individual costs are insignificant. Finally, it is
usually inappropriate to include unpredictable expenses such as damage due to fire,
flood, or earthquake since these typically cannot be considered “reasonably
predictable”.

monAres:

fHow are Useri/ Life and Remaning Useril Lire eslabhshed?

Useful Life is typically established by our experience with the component, adjusted by
assumptions for quality, rate of wear and tear, expected normal maintenance, and
weather exposure. Remaining Useful Life is established primarily by the component’'s
current observed condition. The observed age of the component may or may not equal
the “Chronological Age” of the component due to accelerated wear or low usage. For
components requiring a particular expertise or components where age characteristics
are not visible (elevators, chillers, security electronics, etc.), it is typical that we interview
the association’s service vendor to obtain a recommendation for Useful Life and
Remaining Useful Life.
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How are Cost £stimales £5ia0/shed?

The best way to obtain an accurate cost for a
component is for it to be repaired or replaced,
providing us with a valuable benchmark from which to
make current cost estimates. In absence of “actual’
costs, we regularly make comparisons to projects that
were done recently at similar associations. In addition,
we often contact local vendors who provide us with
insights into current pricing trends. For components
that require a particular expertise (major roof or
roadway systems, elevators, etc.), it is our normal
practice to interview your vendor who maintains that
asset. In the absence of these estimating tools, we 100k to reliable industry cost
guidebooks. A “Best Case” and “Worst Case” cost estimate is made for each
component in an attempt to bracket the actual cost.

* Printed cost guides

How miuch Reserves are enougli?

Your Reserve cash Balance can measure reserves, but the true measure is whether the
funds are adequate for the needs of the association. Reserve Fund size is therefore
measured by Percent Funded, which is the actual (or projected) Reserve Balance
divided by the association’s calculated Fully Funded Balance (FFB), expressed as a
percentage. Table 3 shows that the Fully Funded Balance is the current “value” of the
deteriorated portion (not the total replacement value) of all the Reserve Components.
To show how this works with one component, in the case of a $10,000 component with
a 10 year Useful Life, in the third year the Fully Funded Balance is three tenths of
$10,000, or $3,000. The FFB grows as assets age, but shrinks as components are
replaced. Deteriorated associations have a higher FFB than association with assets in
good condition. The Fully Funded Balance changes each year, and is a predictable, but
moving target.

Special assessments and deferred maintenance are
common when the Percent Funded is weak (below
30%). While the 100% point is |deal, a Reserve Fund
above the 70% level should be considered “strong”
because cash flow problems are rare. Measuring
your Reserves by Percent Funded tells how well
prepared your association is for upcoming Reserve
expenses. An association with a strong Reserve
Fund should experience smooth sailing financially,
while an association with a weak Reserve Fund
should expect cash flow problems. New buyers
should be very aware of this important disclosure!
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How rmiuch Shoulad we cornlnbute?

There are four Funding Principles that we balance in
developing your Reserve Funding Plan. First and
foremost, our objective is to design a plan that
provides you with sufficient cash to perform your i ey

Reserve projects ontime. A stable contribution rate ¢ Stable Contribution Rate
is desirable because it indicates the association is
being run on a stable financial platform, not being
driven by the winds of change from year to year. For * Fiscally Responsible
fairness, it is important to evenly distribute the
contributions over the years so each owner pays their
fair share of the deterioration in direct proportion to the amount of time they are owners.
And finally, any Funding Plan must be based on fiscally responsible principles. Your
Funding Plan was created by a process where different solutions were tested until one
was found that most successfully met all four of these principles and achieved your
Funding Goal.

* Evenly Distributed

What 1s our Funaing Goal/?

There are different Funding Goals to strive for, ranging from conservative to risky.
Establishing a goal of simply having sufficient cash for all future years is called
“Baseline Funding”. The drawback is that there is little or no “margin for error’, and
expenses that are higher than budgeted or projects that occur earlier than planned will
often cause special assessments.

“Full Funding” is when the association has the goal of
becoming Fully Funded (Reserve Cash equals the
FFB). Such an objective means the association is
following the simple and responsible principle that you
“replace what you use up”. Believing this to be the

responsible choice, our Funding Plan will direct you to LA, i
Full Funding. Members of Fully Funded associations Threshold Funding
enjoy low exposure to the risk of special assessments * Baseline Funding

or deferred maintenance. Strong interest earnings will
minimize their Reserve contributions. Board members
enjoy peace of mind that the association’s physical
and financial assets are in balance, and therefore a degree of insulation from claims of
fiscal irresponsibility.

“Threshold Funding” is different in that the association selects a target other than 0% or
100%. This objective may be between 0% and 100% Funded, higher than 100%
Funded, or a particular Reserve cash balance. Associations choosing Threshold
Funding select this option to customize their risk exposure.
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Site Inspection

The inspection for Parcel 7 occurred at the same time as our inspection for Sierra
Montana on October 9, 2007. We met with Community Manager Mr. Jerry Noffsinger
from Associated Asset Management to review the age of this parcel as well as
responsibilities for common area maintenance between the master association and this
parcel.

Owners in this parcel are responsible for maintenance of common areas within the
perimeter walls. This includes the asphalt driveways between homes and parking
spaces bordering the streets. The streets themselves are public and not maintained by
the association.

The master association maintains everything around the exterior of this parcel.
Therefore, funding to repaint the exterior block wall surfaces of the perimeter wall is
funded in the Sierra Montana Reserve Study. Maintenance of the perimeter view fence
is shared between the master and this parcel, so both studies fund 50% for painting this
fence and for future replacement.
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Projected Expenses

The figure below shows the array of the projected future expenses at your association.
As with all computations in this Report, the estimates in this figure are based on the
average of Best and Worst Case expense projections. As you can see, expenses are
projected 30 years into the future, using the Inflation rate shown in the Executive
Summary. This figure clearly shows the near term and future expenses your
association will face. Note the large expense slated for 2026 primarily reflects
resurfacing the asphalt.

$160,000

$140,000

$120,000

$100,000

$80,000

$60,000

$40,000

$20,000

2008 2013 2018 2023 2028 2033 2038
Years

Figure 1

A summary of this information is shown in Table 4, while details of the projects that
make up this information are shown in Table 5. Since this is a projection about future
events that may or may not take place as anticipated, we feel more certain about “near-
term” projects than those many years away. While this Reserve Study is a one-year
document, it is based on 30 years worth of looking forward into the future.
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Reserve Fund Status

The starting point for our financial analysis is your Reserve Fund balance, projected to
be $7,687 as-of the start of your Fiscal Year on January 1, 2008. This is based on your
actual balance on September 30, 2007 of $5,337 plus budgeted Reserve contributions
of $763/month and estimated interest earnings through the end of your Fiscal Year. As
of January 1, 2008, your Fully Funded Balance is computed to be $24,911 (see Table
3). This figure represents the deteriorated value of your common area components.
Comparing your Reserve Balance to your Fully Funded Balance indicates your
Reserves are 31% Funded. As indicated earlier in the Executive Summary, this
represents a borderline weak-fair status.

Recommended Funding Plan

Based on your current Percent Funded and projected cash flow requirements, we
recommend increasing Reserve contributions to $850/month for the 2008 Fiscal Year.
This is in addition to the projected $14,300 of closing contributions expected during
2008. This represents the first year of a 30-year Funding Plan. To most fairly spread
out the contribution burden over current and future owners in our inflationary economic
environment, nominal annual increases of 4% should be expected in future years. This
Reserve contribution rate was established by testing different funding options while
balancing the four Funding Principles in an attempt to eventually achieve Full Funding.
Generally, the tools we utilize are regular ongoing contributions (for stability and
fairness), and special assessments (used only as a last resort). Our recommended
multi-year Funding Pian is shown below. This same information is shown numerically in
both Table 4 and Table 5.

[ ZlRecommended ‘
‘ ¥ Current

Monthly Contributions

2008 2013 2018 2023 2028 2033 2038
Years

Figure 2
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Your projected Reserve Balance as a result of following this Recommended multi-year
Funding Plan and your Current Funding Plan is shown below, compared to your Fully
Funded Balance target. This assumes the future expenses we have projected in this
Reserve Study. While your Reserve Balance might seem high in future years,
remember that these figures are “inflated” future dollars. In addition, this Reserve
Balance is necessary to prepare for expenses in following years and provide necessary
“margin” for projects that will probably not occur exactly as planned.

[ Target Fully Funded Balance
--%--Recommended Funding Plan
«@-Current Funding Plan
$300,000
$250,000
$200,000
$150,000
$100,000
$50,000 - E
’ .
2008 2013 2018 2023 2028 2033 2038

Years

Figure 3

A simple comparison (a percentage comparison) of your Actual Reserve Balance to the
moving Fully Funded Balance target is shown below. In this figure it is easy to see how
your Reserve Fund gradually draws closer to the Fully Funded (100%) level.

’ ~<--Recommended Funding Plan J

-@&-- Current Funding Plan
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Figure 4
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Table Descriptions

The tabular information in this Report is broken down into five tables.

Table 1 summarizes your funded Reserve Components, and is part of the Executive
Report summary that appeared earlier in this Report.

Table 2 provides the main component description, life, and cost factors for all
components determined to be appropriate for Reserve designation. This table
represents the core information from which all other tables are derived.

Table 3 is presented primarily as an accounting summary page. The results of the
individual line item Fully Funded Balance computations are shown. These individual
quantities are summed to arrive at the Fully Funded Balance for the association as of
the start date of the Report. The figures in the Current Fund Balance column and the
Monthly Reserve Contribution column show our distribution throughout the line items. [f
the association is under funded, Reserve Funds are distributed first to components with
a short Remaining Useful Life. If the association’s Reserve Balance is above 100%
Funded, funds are distributed evenly for all components. Contribution rates for each
component are a proportionate distribution of the total contribution on the basis of the
component’s significance to the association (current cost divided by useful life). This
presentation is not meant to cause clients to redistribute association funds. It simply
presents one way to evenly distribute the total among all the different line items.

Table 4: This table provides a one-page 30-year summary of the cash flowing into and
out of the association, compared to the Fully Funded Balance for each year.

Table 5: This table shows the cash flow detail for the next 30 years. This table makes it
possible to see what components are projected to require repair or replacement each
year, and the size of those individual expenses.
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Rem. Current
Useful Useful Best Worst
# Component Quantity Life Life Cost Cost
103 Concrete - Repair Numerous Sq Ft 5 4 $1,500 $2,000
201 Asphalt - Resurface Approx 64,100 Sq Ft 20 18 $71,800 $89,750
202 Asphalt - Seal/Repair Approx 64,100 Sq Ft 4 1 $5,130 $7,700
403 Mailboxes - Replace (11) Cluster Units 18 16 $14,700 $17,950
405 Park Furniture - Replace (4) Pieces 12 10 $2,100 $2,600
406 BBQ Grills - Replace (2) Charcoal Grills 12 10 $600 $800
410 Ramada Roofs - Replace Approx 612 Sq Ft 25 23 $10,400 $12,300
505 View Fence - Replace 50% of 2,440 LF 30 28 $29,300 $34,200
1003 Irrigation Controllers - Replace (3) Rain Bird, ESP-24MC 12 10 $3,300 $4,050
1105 Block Walls - Repaint Approx 15,950 Sq Ft 6 4 $5,900 $7,180
1108 View Fence - Repaint 50% of 2,440 LF 4 2 $5,130 $7,080
1113 Ramadas - Repaint Approx 400 Sq Ft 6 4 $500 $700
1114 Driveway Signs - Repaint (24) Signs 6 4 $720 $960
13 Total Funded Components
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Rem. Fully Current

Useful Useful Current Funded Fund Reserve
# Component Life Life (Avg) Cost Balance Balance  Contributions
103 Concrete - Repair 5 4 $1,750 $350 $350.00 $25.15
201 Asphalt - Resurface 20 18 $80,775 $8,078 $7,337.00 $280.23
202 Asphalt - Seal/Repair 4 1 $6,415 $4,811 $0.00 $115.25
403 Mailboxes - Replace 18 16 $16,325 $1,814 $0.00 $65.17
405 Park Furniture - Replace 12 10 $2,350 $392 $0.00 $14.07
406 BBQ Girills - Replace 12 10 $700 $117 $0.00 $4.19
410 Ramada Roofs - Replace 25 23 $11,350 $908 $0.00 $32.62
505 View Fence - Replace 30 28 $31,750 $2,117 $0.00 $76.05
1003 Irrigation Controllers - Replace 12 10 $3,675 $613 $0.00 $22.01
1105 Block Walls - Repaint 6 4 $6,540 $2,180 $0.00 $78.33
1108 View Fence - Repaint 4 2 $6,105 $3,053 $0.00 $109.68
1113 Ramadas - Repaint 6 4 $600 $200 $0.00 $7.19
1114 Driveway Signs - Repaint 6 4 $840 $280 $0.00 $10.06
13 Total Funded Components $24,911 $7,687 $850
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Starting Fully Annual Unit

Reserve Funded Percent Reserve Closing Interest Reserve

Year Balance Balance Funded Contribs.  Contribs. Income Expenses
2008 $7,687 $24,911 30.9% $10,200  $14,300 $812 $0
2009 $32,999 $37,841 87.2% $10,608 $0 $1,426 $6,607
2010 $38,426 $44,720 85.9% $11,032 $0 $1,658 $6,477
2011 $44,640 $562 315 85.3% $11,474 $0 $2,052 $0
2012 $58,166 $67,198 86.6% $11,933 $0 $2,390 $10,951
2013 $61,537 $71,646 85.9% $12,410 $0 $2,608 $7,437
2014 $69,118 $80,260 86.1% $12,906 $0 $2,930 $7,290
2015 $77,665 $89,707 86.6% $13,423 $0 $3,438 $0
2016 $94,525 $107,382 88.0% $13,959 $0 $4,135 $0
2017 $112,620 $126,037 89.4% $14,518 $0 $4,667 $10,653
2018 $121,152 $134,741 89.9% $15,098 $0 $4,674 $27,967
2019 $112,957 $126,351 89.4% $15,702 $0 $4,922 $0
2020 $133,581 $147,006 90.9% $16,331 $0 $5,775 $0
2021 $155,687 $168,787 92.2% $16,984 $0 $6,497 $9,421
2022 $169,747 $179,613 94.5% $17,451 $0 $7,029 $11,881
2023 $182,345 $188,693 96.6% $17,931 $0 $7,794 $0
2024 $208,070 $213,335 97.5% $18,424 $0 $8,058 $39,002
2025 $195,550 $199,113 98.2% $18,930 $0 $8,353 $0
2026 $222,833 $225,224 98.9% $19,451 $0 $6,462 $147,907
2027 $100,838 $100,377 100.5% $19,986 $0 $4,224 $14,317
2028 $110,731 $110,005 100.7% $20,536 $0 $4,930 $0
2029 $136,196 $135,309 100.7% $21,100 $0 $5,979 $0
2030 $163,275 $162,033 100.8% $21,681 $0 $6,281 $39,874
2031 $151,363 $149,168 101.5% $22277 $0 $5,906 $35,061
2032 $144,485 $141,576 102.1% $22 889 $0 $6,280 $3,557
2033 $170,097 $166,925 101.9% $23,519 $0 $7,409 $0
2034 $201,025 $197,442 101.8% $24,166 $0 $8,414 $13,166
2035 $220,439 $216,078 102.0% $24,830 $0 $9,197 $14,250
2036 $240,216 $234,946 102.2% $25,613 $0 $8,455 $90,899
2037 $183,285 $176,243 104.0% $26,215 $0 $7,917 $4,124
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Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Unit Closing Contributions

Interest Earnings

Subtotal

# Component

103 Concrete - Repair

201 Asphalt - Resurface

202 Asphalt - Seal/Repair

403 Mailboxes - Replace

405 Park Furniture - Replace

406 BBQ Girills - Replace

410 Ramada Roofs - Replace

505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

$6,607

Subtotal

Ending Reserve Balance:

Association Reserves — Arizona, LLC.
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Fiscal Year

2017

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

$112,620
$14,518
$0
$4,667

Subtotal

# Component

$131,805

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Fumiture - Replace
406 BBQ Girills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 lIrrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

$2,283
$0
$8,370
$0
$0
$0
$0
$0
$0
30
$0
$0
$0

Subtotal

Ending Reserve Balance:
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Fiscal Year : : 2019 : 2021 i

Starting Reserve Balance $112,957 $155,687 -
Annual Reserve Contribution $15,702

Planned Special Assessments $0:

Interest Earnings $4,922

Subtotal $133,581

# Component

103 Concrete - Repair $0
201 Asphalt - Resurface $0
202 Asphalt - Seal/Repair $0
403 Mailboxes - Replace $0
405 Park Furniture - Replace $0
406 BBQ Grills - Replace $0
410 Ramada Roofs - Replace $0
505 View Fence - Replace $0
1003 Irrigation Controllers - Replace $0
1105 Block Walls - Repaint $0
1108 View Fence - Repaint $0
1113 Ramadas - Repaint : $0
1114 Driveway Signs - Repaint $0

Subtotal S : $0

Ending Reserve Balance: L $133,581
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Fiscal Year 2027
Starting Reserve Balance $100,838
Annual Reserve Contribution $19,986
Planned Special Assessments $0
Interest Earnings $4,224
Subtotal $125,048
# Component
103 Concrete - Repair $3,069
201 Asphalt - Resurface $0
202 Asphalt - Seal/Repair $11,249
403 Mailboxes - Replace $0
405 Park Furniture - Replace $0
406 BBQ Grills - Replace $0
410 Ramada Roofs - Replace $0
505 View Fence - Replace $0
1003 Irrigation Controllers - Replace $0
1105 Block Walls - Repaint $0
1108 View Fence - Repaint $0
1113 Ramadas - Repaint $0
1114 Driveway Signs - Repaint $0
Subtotal $14,317
Ending Reserve Balance: $110,731
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Fiscal Year

Starting Reserve Balance
Annual Reserve Contribution
Planned Special Assessments

Interest Earnings

$5,906

Subtotal

# Component

3179546

103 Concrete - Repair
201 Asphalt - Resurface
202 Asphalt - Seal/Repair
403 Mailboxes - Replace
405 Park Furniture - Replace
406 BBQ Grills - Replace
410 Ramada Roofs - Replace
505 View Fence - Replace
1003 Irrigation Controllers - Replace
1105 Block Walls - Repaint
1108 View Fence - Repaint
1113 Ramadas - Repaint
1114 Driveway Signs - Repaint

$0.
30:
$0;
S

Subtotal

Ending Reserve Balance:
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Fiscal Year 2033 2037
Starting Reserve Balance $170,097 $183,285
Annual Reserve Contribution $23,519 $26,215
Planned Special Assessments $0 $0
Interest Earnings $7,409 $7,917
Subtotal $201,025 $217,416
# Component
103 Concrete - Repair $0 $4,124
201 Asphalt - Resurface $0 $0
202 Asphalt - Seal/Repair $0: $0
403 Mailboxes - Replace $0 $0
405 Park Furniture - Replace $0 $0
406 BBQ Girills - Replace $0 $0
410 Ramada Roofs - Replace $0 $0
505 View Fence - Replace $0 $0
1003 Irrigation Controllers - Replace $0 $0
1105 Block Walls - Repaint $0 $0
1108 View Fence - Repaint $0 $0
1113 Ramadas - Repaint $0 $0
1114 Driveway Signs - Repaint $0 $0
Subtotal $0 $4,124
Ending Reserve Balance: $201,025 $213,292
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Because we have no control over future events, we cannot claim that all the events we
anticipate will occur as planned. We expect that inflationary trends will continue, and
we expect that financial institutions will provide interest earnings on funds on-deposit.
We believe that reasonable estimates for these figures are much more accurate than
ignoring these economic realities. The things we can control are measurements, which
we attempt to establish within 5% accuracy. Your starting Reserve Balance and current
Reserve interest earmnings are also numbers that can be identified with a high degree of
certainty. These figures have been provided to us, and were not confirmed by our
independent research. Our projections assume a stable economic environment and
lack of natural disasters.

Because both the physical status and financial status of the association change each
year, this Reserve Study is by nature a “one-year” document. This information can and
should be adjusted annually as part of the Reserve Study Update process so that more
accurate estimates can be reflected in the Reserve plan. Reality often differs from even
the best assumptions due to changing economic factors, physical factors, or ownership
expectations. Because many years of financial preparation help the preparation for
large expenses, this Report shows expenses for the next 30 years. We fully expect a
number of adjustments will be necessary through the interim years to both the cost and
timing of distant expense projections. Itis our recommendation and that of the
American Institute of Certified Public Accountants (AICPA) that your Reserve Study be
updated annually.

Association Reserves — Arizona, LLC, and its employees have no ownership,
management, or other business relationships with the client beyond this Reserve Study
engagement. D.J. Vlaming, R.S., company president, is a credentialed Reserve
Specialist. All work done by Association Reserves — Arizona, LLC is performed under
his Responsible Charge. There are no material issues to our knowledge that have not
been disclosed to the client that would cause a distortion of the association’s situation.

We have relied upon the client to provide the current (or projected) Reserve Balance,
the estimated net-after-tax current rate of interest earnings, and to indicate if those
earnings accrue to the Reserve Fund. In addition, we have considered the
association’s representation of current and historical Reserve projects reliable, and we
have considered the representations made by its vendors and suppliers to also be
accurate and reliable.

Component quantities indicated in this Report were developed by Association Reserves
unless otherwise noted in our “Site Inspection Notes” comments. No destructive or
intrusive testing was performed, nor should the site inspection be assumed to be
anything other than for budget purposes.

Assocration Reserves — Arizona, [LC. 79 76782007



Assoc. 72602C-7

BTU British Thermal Unit (a standard unit of energy)
DIA Diameter

GSF Gross Square Feet (area)

GSY Gross Square Yards (area)

HP Horsepower

LF Linear Feet (length)

Effective Age: The difference between Useful Life and Remaining Useful Life. Note
that this is not necessarily equivalent to the chronological age of the
component.

Fully Funded Balance (FFB). The Reserve Balance that is in direct proportion to the
fraction of life “used up” of the current Repair or Replacement cost. This
benchmark balance represents the value of the deterioration of the
Reserve Components. This number is calculated for each component,
then summed together for an association total.

FFB = (Current Cost X Effective Age) / Useful Life

Inflation: Cost factors are adjusted for inflation at the rate defined in the
Executive Summary and compounded annually. These increasing
costs can be seen as you follow the recurring cycles of a component on
Table 5.

Interest: Interest earnings on Reserve Funds are calculated using the average
balance for the year (taking into account income and expenses through
the year) and compounded monthly using the rate defined in the
Executive Summary. Annual interest earning assumption appears in the
Executive Summary, page ii.

Percent Funded: The ratio, at a particular point in time (typically the beginning of the
Fiscal Year), of the actual (or projected) Reserve Balance to the Fully
Funded Balance, expressed as a percentage.

Remaining Useful Life: The estimated time, in years, that a common area component
can be expected to continue to serve its intended function.

Useful Life: The estimated time, in years, that a common area component can be
expected to serve its intended function.
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Association Reserves - Arizona, LLC Inventory Appendix

Client;: 12602C Sierra Montana - Parcel 7

Comp #: 103 Concrete - Repair
Quantity: Numerous Sq Ft
Location: Walkways throughout community & driveway aprons at each garage
Evaluation: Parcel owners are responsible for the maintenance and repair of common area walkways and the concrete
driveway apron leading to each garage. Mostly installed during 2006 and 2007. There is no expectancy for
complete replacement. This component provides an allowance for repairs and partial replacements as needed.

Useful Life:
5 years

Remaining Life:
4 years

Best Case: $1,500.00 Worst Case: $2,000.00

Allowance for repairs and partial replacements Higher allowance

Cost Source: ARI Cost Aliowance

Comp #: 200 Asphalt - Resurface
Quantity: Numerous Sq Ft

Location: Streets throughout Parcel 7
Evaluation: Parcel streets are maintained by the city, not the association. No Reserve funding has been allocated.

Useful Life:

Remaining Life:

Worst Case:

Best Case:

Cost Source:

October 18,2007 Page 1 of 10



Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602C Sierra Montana - Parcel 7

Comp #: 201 Asphalt - Resurface
Quantity: Approx 64,100 Sq Ft
Location: Driveways and parking spaces throughout Parcel 7
Evaluation: Parcel owners are responsible for the driveways between buildings and the parking spaces bordering streets.
Installed during 2006. Surfaces are generally smooth and in good condition. They have not been sealed yet,

however.
Useful Life:
20 years
Remaining Life:
18 years
Best Case: $71,800.00 Worst Case: $89,750.00
$1.12/Sq Ft; New topcoat/overlay $1.40/Sq Ft; Higher estimate for more labor and
material
Cost Source: ARI Cost Database
Comp #: 202 Asphalt - Seal/Repair

Quantity: Approx 64,100 Sq Ft
Location: Driveways and parking spaces throughout Parcel 7
Evaluation: This component budgets to periodically seal coat the asphalt surfaces. This is needed to protectand preserve
the pavement, but it has not been done yet. Initial application is likely to occur after majority of construction is
finished. Expect seal to be applied during 2009.

Useful Life:
4 years

Remaining Life:

1 years
Best Case: $5,130.00 Worst Case: $7,700.00
$0.08/Sq Ft; Estimate to seal coat $0.12/Sq Ft; Higher estimate, includes minor

patching

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 321 Landscape Lights - Replace
Quantity: Numerous Fixtures
Location: Landscaped areas in Parcel 7
Evaluation: Parcel owners are responsible for the low voltage lighting in the common areas. There is no expectancy to
completely replace this lighting system. Recommend repairs and replacing fixtures as a maintenance expense

when needed.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 403 Mailboxes - Replace
Quantity: (11) Cluster Units
Location: Bordering streets throughout Parcel 7
Evaluation: These mailbox cluster units were installed during 2006. Intact and in good condition. No signs of damage or
vandalism was noted. There are (6) 16-box units, (1) 12-box, and (4) 8-box.

Useful Life:
18 years

Remaining Life:
16 years

$14,350.00 Worst Case: $17,550.00
Higher estimate

Best Case:
Estimate to replace

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 405 Park Furniture - Replace
Quantity: (4) Pieces
Location: Playgrounds in Parcel 7
Evaluation: Pieces include (2) 8' picnic tables with handicap access and (2) trash receptacles. Installed during 2006. They
are still in good condition. No signs of vandalism or graffiti noted.

Useful Life:
12 years

Remaining Life:
10 years

Best Case: $2,100.00 Worst Case: $2,600.00

Estimate to replace Higher estimate

Cost Source: Wabash Valley Furniture Catalog

Comp #: 406 BBQ Grills - Replace
Quantity: (2) Charcoal Grills
Location: Playgrounds in Parcel 7

Evaluation: These charcoal grills were installed during 2006. One looks like it has never been used. The other does exhibit
signs of periodic use. Still in overall good condition.
Useful Life:
12 years

Remaining Life:
10 years

$600.00 Worst Case: $800.00
$400/Grill; Higher estimate

Best Case:
$300/Grill; Estimate to replace

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602C Sierra Montana - Parcel 7

Comp #: 410 Ramada Roofs - Replace
Quantity: Approx 612 Sq Ft
Location: Playgrounds in Parcel 7
Evaluation: Ramadas have a pre-manufactured, corrugated metal roof. Long life expectancy under normal circumstances.
They tend to get abused and vandalized over time. The association should be prepared to replace the roofs
eventually. These ramadas were installed during 2006.

Useful Life:
25 years

Remaining Life:

23 years
Best Case: $10,400.00 Worst Case: $12,300.00
$17.00/Sq Ft; Estimate to replace $20.10/Sq Ft; Higher estimate
Cost Source: ARI Cost Database
Comp #: 505 View Fence - Replace

Quantity: 50% of 2,440 LF
Location: Perimeter of Parcel 7
Evaluation: Perimeter view fence was installed during 2006. It consists of 4' metal panels mounted on top of 2 - 3' block
walls. There does not appear to be any significant irrigation exposure. Long life expectancy, but future
replacement should still be planned. Replacement cost is shared 50/50 with the master association.

R SR

Useful Life:
30 years

Remaining Life:

28 years
Best Case: $29,300.00 Worst Case: $34,200.00
$24.00/LF; Estimate to replace, reflects 50% of the $28.00/LF; Higher estimate, reflects 50% of the
cost cost

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 1003 Irrigation Controllers - Replace
Quantity: (3) Rain Bird, ESP-24MC
Location: Corners of Lisbon Ln. & 177th Ave. and corner of Banff Ln. & 177th Ave.
Evaluation: These controllers were installed during 2006. They are all 24-station controllers. Still appear to be in near new
condition. Date codes are 31JL06-1, 160C06-1, and 160C06-1.

Useful Life:
12 years

Remaining Life:

10 years
Best Case: $3,300.00 Worst Case: $4,050.00
$1,100/Controller; Estimate to replace, installed $1,350/Controller; Higher estimate
Cost Source: ARI Cost Database
Comp #: 1006 Landscape Granite - Replenish

Quantity: Numerous Sq Ft
Location: Landscaped areas throughout Parcel 7
Evaluation: Granite was installed during 2006 and 2007. More will be installed as the parcel is built out. The Parcel budgets
annual funding in the Operating account for regular replenishing. No Reserve funding required at this time.

-

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 1010 Drywells - Clean/Repair

Quantity: (4) Drywells

Location: Landscaped areas throughout Parcel 7
Evaluation: Drywells in this parcel were installed during 2006. There is no expectancy to replace them unless
inappropriately designed/installed or neglected. Periodic inspection and clean out are essential to ensure proper

operation. The association budgets for this as an annual Operating expense.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 1105 Block Walls - Repaint

Quantity: Approx 15,950 Sq Ft

Location: Perimeter of Parcel 7
Parcel owners are responsible to paint all block wall surfaces that face parcel common areas. The master

Evaluation:
association paints the exterior wall surfaces. Installed and painted during 2006. Surfaces are still in good

condition.

Useful Life:
6 years

Remaining Life:
4 years

Worst Case: $7,180.00

Best Case: $5,900.00
$0.45/Sq Ft; Higher estimate

$0.37/8q Ft; Estimate to repaint
Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 1108 View Fence - Repaint
Quantity: 50% of 2,440 LF

Location: Perimeter of Parcel 7
View fence was installed and painted during 2006. It consists of 4' metal panels mounted on top of 2 - 3' block

Evaluation:
walls. Surfaces are still in good shape overall. Sections where paint was applied over welded spots do look
faded. Repaint cost is shared 50/50 with the master association.
Useful Life:
4 years

Remaining Life:

2 years
Best Case: $5,130.00 Worst Case: $7,080.00
$4.20/LF; Estimate to repaint, reflects 50% of the $5.80/LF; Higher estimate, reflects 50% of the
cost cost
Cost Source: ARI Cost Database
Comp #: 1109 Culvert Rails - Repaint

Quantity: Approx 56 LF

Location: Common areas in Parcel 7
Evaluation: Metal culvert rails were installed and painted during 2006. Surfaces are in good to fair condition. Cost to repaint

is too small for Reserve designation. Treat repainting as a maintenance expense or include with other painting
projects.

Useful Life:

Remaining Life:

Worst Case:

Best Case:

Cost Source:
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Association Reserves - Arizona, LLC Inventory Appendix

Client: 12602C Sierra Montana - Parcel 7

Comp #: 1112 Bollard Posts - Repaint
Quantity: (10) Bollard Posts

Location: Common areas in Parcel 7
Bollard posts were installed to prevent unauthorized vehicles from accessing the common areas. Posts are

Evaluation:
painted and have reflective tape. Expect to periodically repaint the posts to maintain the appearance. Cost to
repaint is too small for Reserve designation.
Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:

Comp #: 1113 Ramadas - Repaint
Quantity: Approx 400 Sq Ft

Location: Playgrounds in Parcel 7
. These ramadas were installed during 2006. They have metal posts and beams that will eventually need to be

Evaluation:
repainted. Surfaces are currently in good condition.

Useful Life:
6 years

Remaining Life:
4 years

$500.00 Worst Case: $700.00
$1.75/Sq Ft; Higher estimate

Best Case:
$1.25/5q Ft; Estimate to repaint

Cost Source: ARI Cost Database
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Association Reserves - Arizona, LLC Inventory Appendix
Client: 12602C Sierra Montana - Parcel 7

Comp #: 1114 Driveway Signs - Repaint
Quantity: (24) Signs
Location: Entrance to each driveway throughout Parcel 7

Evaluation: Driveway signs were installed during 2006. They consists of a 2' x 1.5' metal sign mounted to two metal posts.
All surfaces are painted. Good conditions observed. Recommend planning to repaint periodically in the future
to restore the appearance. Replacement of the signs if not anticipated under normal circumstances.

Useful Life:
6 years
Remaining Life:
4 years
Best Case: $720.00 Worst Case: $960.00
$30.00/Sign; Allowance to repaint $40.00/Sign; Higher allowance
Cost Source: ARI Cost Allowance
Comp #: 1402 Monument - Refurbish

Quantity: (1) Monument
Location: Entry to Parcel 7 - corner of Vista Verde Dr. & Lisbon Ln.
Evaluation: Monument consists of a combination of reverse pan channel and solid lettering mounted to the perimeter block
wall. Long life expectancy if not vandalized. Replacement of the lettering should be anticipated eventually.
Refurbishing is the master association's responsibility, so no funding has been allocated.

Useful Life:

Remaining Life:

Best Case: Worst Case:

Cost Source:
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DECLARATION OF COVENANTS,
CONDITIONS AND RESTRICTIONS
FOR
SIERRA MONTANA

THIS DECLARATION 15 made on the datc heremnafter set forth by FORTIS REAL
ESTATE INVESTMENTS, LLC, an Anzona lumted habiity company (“Fortis™), THE
RYLAND GROUP, INC, a Maryland corporation ("Ryland"), SHEA HOMES LIMITED
PARTNERSHIP, a Califorma Iimited parinership (“Shea"), and JOURNEY BUILDERS, LLC,
an Anzona lmmuted labihly company (“Joumney”) (Forlis, Ryland, Shea and Journey are
sometimes heremafler referred to individually as a “"Co-Declarant" and collectively as “Co-
Declarants”)

WITNESSETH

WHEREAS, Co-Declarants are the owners of certain real property (“Property”) located
1 the City of Surpnise, County of Mancopa, State of Antzona, described on Exhibit A attached
hereto

WHEREAS, Co-Declarants desire to provide for the development on the Property of
detached single family residences

NOW, THEREFORE, Co-Declarants hereby declare that the Property described above
shall be subject to the following reservations, easements, {imitations, restrichons, servitudes,
covenants, conditions, charges and liens (heremafier sometimes collectively termed “Covenants
and Resliriclions™) which are for the purpose of protecting the value and desirability of, and
which shall run with, the Property and be binding on all paries having any nght, title or mmterest
m the Propertly or any part thereof, their hewrs, successors and assigns, and shall mnure to the
benefit of each Owner of any portion of the Property

ARTICLE I
D TONS

Sectionl 1 “Architectural] Commitiee” means the commttee estabhished by the Board
pursuant to Section 3 4 of this Declaration

Section12  “Architectural Committee Rules” means the rules adoptcd by the
Architectural Comumiliee

Section13 “Articles” means the Articles of Incorporation of the Association which
have been or will be filed 1n the Office of the Corporation Commussion of the State of Arizona,
as sard Arficles may be amended from tume fo tume

Section 1 4  “Assessment Lien” means the lien granted to the Association by this
Declaration to secure the payment of Assessments and all other amounts payable to the
Association under the Project Documents
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Secion15  ““‘Assessments” means the annual, special, and neighborhood assessments
levied and assessed agamst each Lot pursuant to Article IV of the Declaration

Scction1 6 “Association” means the Anzona nonprofit corporation orgamzed or to be
orgamzed by the Co-Declarants to adrmimister and enforce the Project Documents and to exercise
the nghts, powers and duties set forth therein, and its successors and assigns Co-Declarants
mtend to orgamize the Associalion under the name of “Sierra Montafia Homeowners
Association,” but if such name 1s not available, Co-Declarants may orgamze Lhe Association
under such other name as the Co-Declarants deem appropriate

Section 1 7 “Association Rules” means the rules and regulations adopted by the
Associalion, as the same may be amended from time to ttime

Section 1 8  “Board” means the Board of Directors of the Association

Section 1 9 “Bulder” means an Owner in the business of, or an Owner that has an
affihate 1dentified with the Owner n the business of, constructing and selling homes or 1 the
busiess of acting as a landbanker that sells lots to Owners who construci and sell bomes, which
purchases one or more Lots without Single Family Residences constructed thereon for the
purpose of constructing Single Famuly Residences thereon and selhing such Lots and Smgle
Family Residences

Section 1 10 “Bylaws” means the bylaws of the Association, as such bylaws may be
amended from time to tune

Section | 11 “Co-Declarant” means each of Forlis Real Estale Investments, LLC, an
Anzona hmited liability company, The Ryland Group, Inc, a Maryland corporation, Shea
Homes Limiiled Partnership, a Califorma Innited partnership, and Journey Builders, LLC, an
Anzona hmted hability company, and each of their successors and assigns so long as any such
successor or assign i1s a Builder who acquires two or more undeveloped Lots from a Co-
Declarant for the purpose of development and resale and such acqusition includes a transfer of
the Co-Declarant’s rights herein  Specifically, in the event a Co-Declarant transfers parcels or
groups of Lots to more than one transferee who meets the preceding critena, at the elechon of
such Co-Declarant any or all such transferees shall receive the rights and obligations of Co-
Declarant with respect to the parcels or groups of Lots so transferred No successor Co-Declarant
shall have any hability resulling from any actions or nactions of any preceding Co-Declarant
unless expressly assumed by the successive Co-Declarant, in which event the preceding Co-
Declarant shall be released from liabiity The obhgations and hability of each Co-Declarant
under this Declaration shall be himited to the obligations that relate to Lots within the Project
then owned by such Co-Declarant at the time the obligations arose and a Co-Declarant shall not
be hable for the action or maction of another Co-Declarant The nghts of each Co-Declarant
under this Declaration shall m any event cease at such time such entity ceases to own a Lot
within the Project

Section 112 “Common Area” means all real property owned by the Association
Unless the context requires otherwise, references m this Declaration to Common Area(s) shall
also be deemed to include Maintenance Area(s)
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Sectron 1 13 “Common Expenses” means expenditures made by, or financial habtlities
of, the Association, together with any allocations to reserves

Section 1 14 *“Declaration” means the provisions of thrs document and any amendments
hereto

Section 1 15 “Designated Builder” means any Builder (2) that 1s designated by the Co-
Declarants as a "Designated Builder” 1in a Supplemental Declaration or 1 a written nofice given
by the Co-Declarants to the Association, If and so long as the development, construction, sale
and marketing activities of such Designated Builder have received the pnor approval of the Co-
Declarants, or (b) to whom nghts of a Co-Declarant have expressly been transferred in
accordance with this Declaration

Section 1 16 “Fust Morigage” means any mortgage, deed of trust, or contract for deed
on a Lot which has prionty over all other mortgages, deeds of trust and contracis for deed on the
same Lol A contract for deed 1s a recorded agreement whereby the purchaser of a Lot acquires
possession of the Lot but does not acquire legal title to the Lot until a deferred portion of the
purchase price for the Lot has been paid 1o the seller

Scction 1 17 “First Mortgagee’” means the holder of any First Mortgage

Section 1 18 “Improvement” means bwldings, roads, driveways, parking areas, fences,
walls, rocks, hedges, plantings, planted trees and shrubs, and all other structures or landscaping
improvements of every type and kind

Section 1 19 _“Lot” or *lot” mcans any lot shown on a Plat For purposes of voting on
any 1ssue requured to receive the approval of Lot Owners, the Owner of a parcel zoned for
residential use shall be deemed to be the Owner of the maximum number of Lots mto which such
parcel may be subdivided under then applicable zomng and other legal requirements

Section 1 20 “Mamtenance Area” means (a) any real property not owned by the
Association but which 1s mamtained by the Association for the benefit of the Members of the
Association (e g, landscapmg 1 pubhic nghts-of-way), and (b) any other real property not
owned by the Associahon but which i1s mamtained by the Associatton pursuant to 2 wnilen
agreement entered 1nto by the Association for the benefit of the Members

Section12! “Member” means any person, corporation, partnership, joint venture or
other legal enlity who 1s a member of the Association

Sectton 122 “Owner” or “owner” shall mean the record owner, except as provided
below, whether one or more persons or entities, of fee sumple title to any Lot, including without
limitation, one who 1s buying a Lot under a recorded confract, but excluding others having an
nterest merely as secunty for the performance of an obligation In the case of a Lot where fee
sunple title 1s vested of record 1n a trustee under a deed of trust, legal title shall be deemed fo be
1n the trustor In the case of a Lot where fee sunple title 1s vested 1n a trustee pursuant to a trust
agreement, the beneficiary entitled to possession shall be deemed to be the Owner

3

1020525 04/15171-0002



Section 1 23 “Plat” means any recorded subdivision plat of any portion of the Property,
and, with respect to any additional real propery annexed pursuant to the provisions of Section
12 5 below, such plat as may be approved by the City of Surpnse, and subsequently recorded n
the Records of Mancopa County, Arizona and all amendments thereto and any other recorded
subdivision plat of any portion of such additional real property Notwithstanding anything herem
to the contrary, and pursuant to the applicable stipulation required by the City of Surprise 1n
connection with prelimnary plat approval of the ongmal Plat, the size of Lots that may be
developed 1n the future (1¢, Lots that shall be shown on any Plat of additional real property)
shall be restricted “to those allowed wiltun the proposed residential districts ”

Section 1 24 “Project” means the Properly fogether with all buwldings and other
Improvements located thereon and all easements, rights and prnivileges appurtenant thereto

Section 1 25 “Project Documenis” means {lus Declaration and the Articles, Bylaws,
Association Rules and Architectural Commuttee Rules

Section 1 26 “Purchaser’” means any person olher than a Co-Declarant, who by means
of a voluniary transfer becomes the Owner of a Lot except for (1) an Owner who purchases a Lot
and then leases 1t to the Co-Declarant for use as a model in connection with the sale of other Lots
or (n) an Owner who, 1 addition to purchasing a Lot, 15 assigned any or all of the Co-
Declarant’s rights under thus Declaration

Section | 27 “Residential Unit” means any building situated upon a Lot and designed
and mntended for mdependent ownership and for usc and occupancy as a residence by a Single
Famuly

Section 1 28 “Single Family” shall mean an individual hving alone, a group of two or
more persons each related to the other by blood, mammage or legal adoption, or a group of not
more than three persons not all so related, together with therr domestic servanis, who maintain a
common household 1n a dwelling, except that such defimtion shall be deemed modified as
necessary to comport with any apphcable law or regulation

Section t 29 “Smgle Farmily Residence” shall mean a building, house or dwelling umt
used as a residence for a Single Famuly, including any appurtenant garage or storage area

Section 1 30 _“Single Farmly Residential Use” shall mean the occupation or use of a
Single Family Resrdence i conformity wath thus Declaration and the requirements imposed by

applicable zoning laws or other state, county or municipal rules and regulations

Section 131 _“Visible from Neighboring Property” or *wvisible from neighbonng

property” shall mean that an object 1s or would be visible to a person six feet (6”) tall standmng on
a neighbonng lot or street at an elevation not greater than the elevation at the base of the object
being viewed

1020525 04/15171-0002

- e
RIAVEV P LV IVIN



ARTICLE T
PLAN OF DEVELOPMENT

Sechon21_  Property Intially Subject fo the Declaration This Declaration 1s bemng

recorded fo estabhish a general plan for the development and use of the Project mn order to protect
and enhance the value and desirabihty of the Project All of the Property withun the Project shali
be held, sold and conveyed subject to this Declaralion By acceptance of a deed or by acquining
any mterest 1 any of the Property subject to this Declaration, each person or entty, for himself
or 1itself, lus heirs, personal representatives, successors, transferees and assigns, binds himself,
his heirs, personal representatives, successors, transferees and assigns, to all of the provistons,
restriclions, covenants, conditions, rnles, and regulations now or hereafler unposed by this
Declaration and any amendments thereof In addition, each such person by so dong thereby
acknowledges that this Declaration seis forth a general plan for the development and use of the
Property and hereby evidences his mtent that all the restrictions, conditions, covenants, rules and
regulations contained 1n this Declaration shall run with the land and be binding on all subsequent
and future Owners, grantees, purchasers, assignees, lessees and transferees thereof Furthermore,
each such person fully understands and acknowledges that thus Declaration shall be mutually
beneficral, prohibitive and enforceable by the Association and all Owners Each Co-Declarant,
Its successors, assigns and granteecs, covenants and agrees that the Lots and the membership 1
the Association and the other mghts created by this Declaration shall not be separated or
separately conveyed, and such shall be deemed to be conveyed or encumbered with iis respective
Lot even though the descripfion in the 1instrument of conveyance or encumbrance may refer only
fo the Lot

ARTICLE Il
THE ASSOCIATION, RIGHTS AND DUTIES,
MEMBERSHIP AND VOTING RIGHTS

Section3 1 _ Raghts, Powers and Duties The Association shall be a non-profit Arizona
corporation charged with the duties and mnvestcd with the powers prescnibed by law and set forth
m the Project Documents together with such nghts, powers and dubes as moay be reasonably
necessary to effectuate the objectives and purposes of the Association as set forth 1 the Project
Documents Unless the Project Documents specifically require a vote of the Members, approvals
or actions to be given or taken by the Association shall be valid 1f given or taken by the Board

Section32  Board of Directors and Officers The affairs of the Association shall be
conducted by a Board of Directors and such officers and committees as the Board may elect or
appoint 1 accordance with the Articles and the Bylaws

Secion33  Association Rules The Board may, from time to time and subject (o the
provisions of thus Declaration, adopt, amend and repeal rules and regulations The Association
Rules may restniet and govern the use of any arca by any Owner, by the family of such Owner, or
by any mvitee, licensee or lessee of such Owner except that the Asseciation Rules may not
discnminate among Owners and shall not be mconsistent with tlus Declaration, the Articles or
Bylaws Upon adoption, the Association Rules shall have the same force and effect as i1f they
were set forth 1n and were a part of this Declaration
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Secion34  Archifectural Commiftee The Board shall establish an Architectural
Committee consisting of three (3) members (unless and unti! the Co-Declarants vote to expand
the Architectural Commultee) to regulate the external design, appearance and use of the Property
and to perform such other functions and duties as may be 1mposed upon it by this Declaration,
the Bylaws or the Board The Co-Declarants shall appoint and remove the members of the
Architectural Committee, except that at such tune as no Co-Declarant any longer owns a Lot, the
Board shall appoint and remove the members of the Architectural Commuitee

Section3 5  Identity of Members Membership 1n the Association shall be limited to
Owners of Lots An Owner of a Lot shall automatically, upon becommg the Owner thereof, be a
member of the Association and shall remain a member of the Association until such time as hus
ownership ceases for any reason, at which fime his membership mn the Association shall
automatically cease

Sechion3 6  Transfer of Membership  Membershup i1 the Association shall be
appurtenant to each Lot and 2 membership 1n the Association shall not be transferred, pledged or
alienated mn any way, except upon lhe sale of a Lot and then only lo such Purchaser, or by
intestate succession, testamentary disposition, foreclosure of mortgage of record or other legal
process Any attempt to make a prohibited transfer shall be void and shall nol be reflecied upon
the books and records of the Association The Association shall have the right to charge a
reasonable transfer fee to the new owner 1 connection with any transfer of a Lot

Section3 7  Classes of Members The Association shall have two classes of votmg
membership

Class A Class A Members shall be all Owners, with the exception of the Co-Declarants
until the termmation of the Class B membership  Each Class A Member shall be enuitled to one
(1) vote for each Lot owned

Class B The Class B Members shall be the Co-Declarants Each Class B Member shall
be entitled to three (3) votes for each Lot owned The Class B membership shall cease and be
converted to Class A membership on the happening of either of the following events, whichever
occurs earlier

08 When seventy-five percent (75%) of the Lots have been conveyed to
Purchasers, or

(1)  Seven (7) years after the conveyance of the first Lot to a Purchaser, or

(m) When each Co-Declarant bas notified the Association in writing that 1t
relinquishes its Class B membership

Section3 8  Jomt Ownership 'When more than one person 1s the Owner of any Lot, all
such persons shall be Members The vote for such Lot shall be exercised as they among
themselves determine, but in no event shall more than one ballot be cast with respect to any Lot
The vote or votes for each such Lot must be cast as a wnt, and fractional votes shall not be
allowed In the event that jomnt Owners are unable to agree among themselves as {0 how therr

6
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vote or votes shall be cast, they shall lose their right to vote on the maiter in question If any
Owner casts a ballot representing a certain Lot, 1t will thereafter be conclusively presumed for all
purposes that he was acting with the authonty and consent of all other Owners of the same Lot
In the event more than one ballot 1s cast for a particular Lot, none of said votes shall be counted
and said votes shall be deemed void

Section39  Corporate Ownershup In the event any Lot 1s owned by a corporation,
partnership or other association, the corporation, partnership or assocration shall be 2 Member
and shall designate 1 wnling at the ime of acquisiticn of the Lot an individual who shall have
the power to vote saxd membership, and in the absence of such designation and until such
designation 1s made, the president, general partner or chuef executive officer of such corporation,
partnership or assocsation shall have the power to vote the membership

Section 3 10 Suspension of Votung Riphts In the event any Owner 1s 1n arrears n, the
payment of any Assessments or other amounts due under any of the provisions of the Project
Documenis for 2 penod of fifteen (15) days, said Owner’s night to vote as a Member of the
Association shall be suspended for a penod not to exceed sixty (60) days for each mfraction of
the Project Documents, and shall remam suspended until all payments, including accrued interest
and attorneys’ fees, are brought current

Section3 11 Termunation of Contracls and Leases A contract {or any of the following,
if entered wto by the Association prior to the expiration of the Class B membership 1n the
Association, may be terminated by the Association at any time after the expiration of the Class B
memberstup on thurty (30) days written notice to the other party

{0 Any management conlract, employment contract or lease of recreahonal or
parkang areas or facithties

()  Any contract or lease, mcluding franchises and licenses, to which a Co-
Declarant or any affihate of a Co-Declarant 1s a party

Any such contract entered inte by the Association pnor to the expiration of (he Class B
membership m the Association shall include a provision allowing for termnation by the
Association after expiration of the Class B membership as provided above

Secion312 Fines The Association, acting through its Board of Directors, shall have
the nght to adopt a schedule of fines for violation of any provision of the Project Docements by
any Owner or such Owner’s licensees and 1nvitees No fine shall be imposed without first
providing a wniten warmng to the Owner describing the violation and stating that farlure to stop
the violation within no less than ten (10) days or another recurrence of the same violation withun
six (6) months of the onginal violation shall make the Owner subject fo 1mposition of a fine All
fines shall constitute a lien on all Lots owned by the Owner and shall be paid within thirty (30}
days following imposition Failure to pay any fine shall subject the Owner to the same potential
penalties and enforcement as farlure to pay any assessments under Article IV

Section3 13 Timitation on Claimg No clamm ansing agamnst a Co-Declarant or any
officer, director, employce or other representative of the Co-Declarant, including without
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himitation any claims ansing from a Co-Declarant’s exercise of any nght ansing from Co-
Declarant’s Class B membership or anising from any action or maction by any person m such
person’s capacity as an officer or director of the Association, shall be asserted by the Association
more than six months following the later of termination of the Class B membership or the
termination of such person’s service as an officer or director of the Association All claims that
are niot filed 1n a proper court within the foregoing time penod shall be decmed forever warved
and released This section shall not be subject to amendment without the unarumous, wntten
approval of Fortis, Ryland, Shea and Journey

ARTICLEIV
COVENANT FOR MAINTENANCE ASSESSMENTS

Secion 4t Creation of the Lien and Personal Obligation of Assessments BEach Co-
Declarant, for each Lot owned by 1t, hereby covenants, and cach Owner of a Lot, by becomung
the Owner thereof, whether or not 1t 1s expressed n the deed or other mstrument by which the
Owner acquired ownership of the Lot, 1s deemed to covenant and agree to pay to the Association
annual assessments, special assessments, and any applicable neighborhood assessments The
annual, special, and neighborhood assessments, logether, with witerest, costs and reasonable
attorneys fees, shall be a charge on the land and shall be a continuing lien upon the Lol against
which each such Assessment 1s made Each such Assessment, together with inferest, costs, and
reasonable attomeys’ fees, shail also be the personal obligation of the Owner of such Lot at the
ime when the Assessment became due The personal obhigation for dehnguent Assessments
shall not pass to the Owner’s successors 1n title unless expressly assumed by them

Section42  Purpose of the Asscssments The Assessnients levied by the Association
shall be used exclusively for (1) the upkeep, maintenance and improvemeni of the Common Area,
(11) maintenance, repair, replacement, and operalion of nights-of-way and easements withun or
immediately adjacent (o the Project (e g, landscaping and sidewalks within the night-of-way of
adjoinung streets) to the extent that such actions are required by govermnment entiies or deemed
appropriate by the Association’s Board of Directors, (tu) promoting the recreation, health, safety
and welfare of the Owners and residents of Lots withmn the Property, and (1v) the performance
and exercise by the Association of its nghts, duties and obligations under the Project Documents
Notwithstanding the foregomg, neighborhood assessments shall be used only for the benefit of
the neighborhood paying such assessments, shall not be used for any purpose that 1s covered by
annual assessments or special assessmenis 1n other areas of the Property, and shall be accounted
for separately from annual and special assessments

Section4 3  Annual Assessment

(A) For each fiscal year of the Association, the Board shall adopt a budget for the
Association containg an estimate of the total amount of funds which the Board beheves to be
required dunng the enswung fiscal year to pay all Common Expenses mclading, but not limuted to
(1) the amount required to pay the cost of mawntenance, management, operation, repair and
replacement of the Common Area and those parts of the Lots, 1f any, which the Association has
the responsibiity of mamntaining, repairng or replacing under the Project Documents, (1) the
cost of wages, matertals, insurance premiums, services, supplies and maintenance or repair of the
Common Area and for the general operation and admmstration of the Association, (i} the
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amount required to render to Owners all services required to be rendered by the Assoctation
under the Project Documents, and (1v) such amounts as may be necessary to provide general
operating reserves and reserves for contingencies and replacement

(B} For each fiscal year of the Association commencing upon the first to occur of
(1) transfer to and acceptance for maimntenance by the Assocration of any Common Area or (1)
conveyance of a Lot with a Single Fanuly Residence constructed thereon to a Purchaser, the total
amount of the esttmated Common Expenses shall be assessed by the Board Except to the extent
that this Declaration expressly provides for reduced assessments to Co-Declarants and for
neighborhood assessments only on Lots benefiing from such neighborhood assessments, all
assessments shall be equal on all Lots

(C) Bach Co-Declarant shall be obligated to pay only twenty-five percent (25%)
of the annual assessment otherwise attnibutable to Lots owned by the Co-Declarant  If a Lot
ceases to qualify for the reduced twenty-five percent (25%) rate of assessment durmg the pertod
to which an annual assessment 15 attributable, the assessment shall he prorated between the
applicable rates on the basis of the number of days 1n the assessment penicd that the Lot qualfied
for each rate

(D) Each Co-Declarant shall pay to the Association any amounts which, 1n
addition to the annual assessments levied by the Association, may be required by the Association
m order for the Association to fully perform its duties and obligations wnder the Project
Documents, including the obligation to mainlain adequate reserve accounts Notwithstanding the
foregomg, no Co-Dcclarant shall have any obligation to pay any amounts dunng any calendar
year m excess of the amount that the Co-Declarant would have paid if 1t were paymg a full
assessment Any payments made by the Co-Declarant 1o fund the estimated amounts due under
this seclion mn excess of the Co-Declarant’s actual funding obligation under this section shall, at
the Co-Declarant’s option, be credited foward payment of the Co-Declarant’s next due
assessment payment or refunded to the payors thercof, for example, 1f a Co-Declarant were to
pay $25,000 to the Association in the middle of a calendar year to fund an cstimated budget
shortfall of the Association (based on an allocation of such shortfall among the Co-Declarants mn
accordance with the last sentence of this Section 4 3(D)) and the actual shortfall as of the end of
the year would have been only $20,000 n the absence of such payment, the Co-Declarant shall
be entitled to a $5,000 credit toward 1ts next due assessment payment or a refund of $5,000 Any
amounts payable by the Co-Declarants under this section shall be allocated among the Co-
Declarants on the basis of the respective number of Lots owned by the Co-Declarants as of such
date as the Board determines that payment 1s necessary under this Section 4 3(D)

(E) The Board shall give notice of the annual assessment to each Owner at least
thirty (30) days pnior to the begmmng of cach fiscal year of the Associalion, but the failure to
give such notice shall not affect the validity of the annual assessment established by the Board
nor reheve any Owner from its obligation to pay the annual assessment

(F) If the Board detemmnes during any fiscal year that 11s funds budgeted or
available for that fiscal year are, or wil, become madequate to meet all expenses of the
Association for any reason, includig, without limitation, nonpayment of Assessments by
Members, 1t may increase the annual assessment for that fiscal year and the revised annual

9

1020525 04/15171-0002



assessment shall commence on the date designaled by the Board except that no mncrease in the
annual assessment for any fiscal year which would result in the annual assessment exceeding the
maximum annual assessment for such fiscal year shall become effective untif approved by
Members casting at least two-thirds {2/3) of the votes cast by Members who are voting 1n person
or by proxy at a meeting duly called for such purpose

(G) The maximum annual assessment for each fiscal year of the Association shall
be ag follows

{1) Until Jamary 1 of the year immediately following the conveyance of
the first Lot to a Purchaser, the maximum annual assessment for each Lot shall be $500 00

(u) From and after January 1 of the year immediately following the
conveyance of the first Lot to a Purchaser, the maximum annual assessment will automatically
mcrease during each fiscal year of the Association by the greater of (a) 10% of the maximum
annual assessment for the 1mmediately preceding fiscal year or (b) an amount based upon the
percentage increase in the Consumer Price Index for All Urban Consumers (All Ttems) U S
Town Average, published by the United States Department of Labor, Bureau of Labor Statistics
{1982 - 84 = 100) (the “Consumer Pnice Index”), which amount shall be computed i the last
month of each fiscal year in accordance with following formula

Y-X

X multiphed by the maximum annual assessment for the calendar
year immediately preceding the year for which the maximum annual
assessment is fo be determined equals the amount by which the maximum
annual assessment may be 1ncreased

Where

X= Consumer Pnce Index for September of the calendar year two
years preceding the calendar year for which the maxamum annual
assessment 1§ to be determuned

Y = Consumer Pnce Index for September of the calendar year one year
preceding the calendar year for which the maximum annual
assessment 1s to be determined

In the event the Consumer Price Index ceases to be published, then the index which shall be used
for computing the increase n the maximum annual assessment permitted under thrs Subsection
shall be the substitute reccommended by the United States government for the Consumer Price
Index or, m the event no such successor index 1s recommended by the Umted States government,
the index selected by the Board

(1) The increase m the maximum annual assessmen{ pursuant to this
Subsectron {G) shall be calculated wathout considenng the portion of the unmedrately preceding
annual assessment attributable to the payment of utility charges or insurance premuums by the
Assocration  In addihon to the mcrease n the maximum annual assessment pursuant to
Subsection (G)(u) above, the maximum annual assessment shall include an mcrease for each
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fiscal year from and after January 1 of the year immediately following the conveyance of the first
Lot to a purchaser m an amount equal to the amount in the Association budget for the prior fiscal
year applicable to utility charges and insurance premums, muitiphed by the percentage mcrease
1 utility charges or the percentage increase 1n insurance preruums during the pnor fiscal year,
whichever 1s greater

(1v) Notwithstanding the foregoing, the annual assessments shall not be
increased more than twenly percent (20%) for one fiscal year to the next fiscal year without the
approval of Owners owning a majornity of the Lots

(H) Notwithstanding anything heremn to the contrary, the annual assessment for
any Lot wathin the portrons of the Project commonly referred to as Parcels 7, 12 and 14 shall be
fifty percent (50%) of the anmual assessment otherwise generally applicable to the Lots within
the Project

Section44  Special Assessmenls In addilion to the annuval assessments authonzed
above, the Association may levy, 1n any fiscal year, a special assessment applicable to that fiscal
year only for the purpose of defraying, mm whole or m part, the cost of any construction,
reconstruction, repair or replacement of a capital improvement of the Common Area, including
fixtures and personal Property related thereto, or for any other lawful Assocration purpose,
provided that any such special assessment shall have the assent of Members having at least two-
thirds (2/3) of the votes entiiled to be cast by Members who are voting in person or by proxy at a
meeting duly called for such purpose Special assessments shall be levied at a umiform rate for
all Lots

Scction45 MWD Asscssments The Property 1s within the service area of Maricopa
Water Distnict ("MWD™) and 15 subject to assessments (“MWD assessmenls™) even 1f there 1s no
MWD water delivery to the Property MWD may bill the Association the MWD assessments for
the entire Property The Association shall assess cach Lot a prorata portion of such MWD
assessments in addition to the other assessments applicable hereunder, allocated on the same
basts that the annnal assessments are allocated The Association 1s hereby urevocably appoimnted
and authorized to act cn behalf of the Owners and to be responsible for the payment of MWD
assessments for all Lots and Common Area located within the Property and for payment and
coordination of any MWD water orders, dehvenes and water usage repdrting for such Lots and
Common Area No Owner shall have the nght lo request water directly from MWD for a Lot or
Lots To the extent that the Associalion fals lo pay MWD assessments on behalf of all of the
Owners, each Owner shall remain obligated for the payment of such MWD assessments for thewr
respective properties

Section4 6 Notice and Quorum for Any Action Authonized Under Sections 4 3 or 4 4
Wriiten notice of any meeting called for the purpose of obtaming the consent of the Members for
any action for which the consent of the Members 1s required under Sections 4 3 and 4 4 shal} be
sent to all Members not fewer than ten (10) days nor more than fifty (50) days (unless 2 different
time peniod 1s permutted under the Articles of Incorporation of the Bylaws) 1 advance of the
meeting At the first such meeting called, the presence of Members or of proxies entitled to cast
sixty percent (60%) of all the votes of each class of Members shall constitute a quorum If the
required quorum 1s not present, another meeting may be called subject to the same notice
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requirement, and the required quorum at the subsequent meeting shall be one-half (1/2) of the
required quorum at the preceding meetng No such subsequent meeting shalf be held more than
sixty (60) days following the preceding meeting

Section47  Date of Commencement of Annual Assessments, Due Dates The annual
assessments shall commence as to all Lots on the first day of the month followng the
conveyance of the first Lot to a Purchaser The first annual assessment shall be adjusted
according to the number of months remaning in the fiscal year of the Association The Board
may requure that the annnal assessment be pad 1o stallments and in such event the Board shall
establish the due dates for each mstallment The Association shall, upon demand, and for a
reasonable charge, furmish a certificate signed by an officer of the Association or the
Association’s designated agent setting forth whether the Assessments on a specified Lot have
been paid

Sectiond4 8 Effect of Non-payment of Assessments, Remedies of the Associalion

(A) Any Assessment, or any installment of an Assessment, not paid within tharty
(30) days after the Assessment, or the installment of the Assessment, first became due shall have
added to such Assessment or mstallment, the greater of (1) mterest from the due date at the rate
of ten percent (10%) per annum, or (1) a late charge of fifteen dollars (§15 00} Any amounts
paid by a Member shall be applied first to unpaid prmcipal and then to late charges or interest
Any Assessment, or any mstallment of an Assessment, which is delinquent shall become a
contimumg lien on the Lot agamnst which such Assessment was made The Assessment Lien may
be placed of record by the recordation of a “Notice of Claim of Licn” which shall set forth (1) the
name of the delinquent Owncr as shown on the records of the Association, (1) the legal
descnptron and/or street address of the Lot agamnst which the claim of lhen 1s made, (m) the
amount claimed as of the date of the recording of the nolice including late charges, mterest, hen
recording fees, reasonable collection costs and reasonable atlormeys’ fees, and (1v) the name and
address of the Association

{B) The Assessment Lien shall have prnionty over all hens or claims created
subsequent to the recordation of this Declaration except for (1) tax hens for real Property taxes on
the Lot, (1) assessments on any Lot m favor of any mumeipal or other governmental body and
{(1u) the ltren of any First Mortgage

{C) Before recording a Notice of Claim of Lien agamst any Lot the Association
shall make a wntten demand to the defanliing Owner for payment of the delinquent Assessments
together with late charges, interest, reasonable collection costs and reasonable atlorneys’ fees, 1f
any The demand shall state the date and amount of the delinquency Each default shall
constitute a separate basis for a demand or claim of hen but any number of defaulis may be
included within a single demand or claum of lien If the delnquency 1s not pard withun ten (10)
days after dehivery of the demand, the Association may proceed wath recording a Notice of Claim
of Lien aganst the Lot of the defaulting Owner The Association shall not be obhgated to
release the Assessment Lien untl all delmquent Assessments, late charges, interest, lien
recording fees, reasonable collection costs and reasonable altorneys’ fees have been paid in full
whether or not all of such amounts are set forth in the Notice of Clanm of Lien
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(D} The Associahon shall have the night, at its option, to enforce collection of
any dehnquent Assessments together with late charges, interest, hen recording fees, reasonable
collection costs, reasonable attomneys’ fees and any other sums due to the Association in any
manner allowed by law mcluding, but not limited to, (1} bonging an action at law aganst the
Owner personally obligated to pay the delinquent Assessment Lien seccunng the delinguent
Assessments or (11) bringing an action to foreclose the Assessment Lien agamst the Lot in the
manner provided by law for the foreclosnre of a realty mortgage The Association shall have the
power (o bid 1n at any foreclosure sale and to purchase, acquire, hold, lease, mortgage and
convey any and all Lots purchased at such sale

Section 49 Subordination of the Lien to Mortgages The Assessment Lien shall be
subordinate to the lien of any First Mortgage The sale or transfer of any Lot shall not affect the
Assessment Lien except that the sale or transfer of a Lot pursuant to judictal or nonjudicial
foreclosure of a first mortgage or any bona fide, good faith proceeding 1in heu thereof shall
extingmsh the Assessment Lien as 1o payments which became due prior to the sale or transfer
No sale or transfer shall relieve the Lot from Lability for any Assessments thereafter becormng
due or from the lien thereof

Section 4 10 Exemption of Owner No Owner of a Lot may exempt humnself from
hability for Assessments levied aganst his Lot or for other amounts which he may owe to the
Association under the Project Documents by waiver and non-use of any of the Common Area
and facilities or by the abandonment of his Lot

Section 4 11 Maintenance of Reserve Fund Qut of the annual assessments and other
mcome, the Association shall establish and maintain an adequate reserve fund for the penodic
maintenance, repair and replacement of improvements to the Common Area

Section 412 No Offsets  All Assessments and other amounts payable to the
Association shall be payable i accordance with the provisions of the Project Documents, and no
offsets against such Assessments or other amounts shall be permutted for any reason, meludmng,
withoul hmatation, a claim that the Association 1s not properly exercising its duties and powers as
provided 1n the Project Documents

Section 4 13 Transfer Fee EBach Purchaser of a Lot shall pay 1o the Association
immediately upon becomiung the Owner of the Lot a transfer fee m such amount as estabhished
from time to time by the Board

Section 4 14 Reserve Account Funding In addition to the transfer fee described mn
Section 4 13, the first purchaser of a Lot following construction of a residence on such Lot shall
pay to the Association at the ime of the purchase an amount equal to two (2) months worth of
annual assessments All amounts paid puwrsuant to this Section shall be paid by the Assoctation
mto a reserve account to fund future major repairs and replacements The Co-Declarants and the
Association may take such payments into account when determuming the amounts to be funded to
yeserves from other Association fands Nothing 1n this Section shall be construed as prohibiting
or mandating the Association making additional payments into reserve accounts fiom other
Association funds Payments made pursuant to this Section do not apply toward payment of
annual assessments and constitute a separate obligation
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Section 4 15 Nerghborhood Assessments The Board of Direcfors shall have the right
to 1mpose neighborhood assessments against Lots 1n any specific area of the Property in order to
provide for the repair, replacement, operation and mantenance of Common Areas within such
area that are different from or m addition to the types of Common Areas 1n the balance of the
Property and that are designed to benefit less than all of the Property (e g, private streets,
separate entryways or gates, enhanced landscaping, commumty centers, swimmung pools) Any
such determination by the Board shall be made in a wnting specifying the purposes of the
nerghborhood assessment and the Lots subject thereto  Any such determnnation by the Board
may also include an additional imposition on such Lots pursuant to Section 4 14 1n order to fund
a reserve account for the specific improvements intended to be maintamed by the neighborhood
assessment

Section4 16 Co-Declarants’ Audit Rights Following the termunation of the Class B
membership and so long as a Co-Declarant owns any Lot, the Co-Declarant shall have the nght
1o audit the books and records of the Association

ARTICLE YV
USE RESTRICTIONS

Section51 Residential Use Except as otherwise provided herein, all Lots shall be
improved and used only for Single Family Residential Use No gamnful occupation, profession,
trade or other commercial activity shall be conducted on any Lot, provided, however, each Co-
Declarant may use 1ts Lots for such facihties as in its sole opinion may be reasonably required,
convenlent or incidental to the construction and sale of residential units, meluding, without
Iimitation, a business office, storage areas, construclion yards, signs, 2 model site or sites, and a
display and sales office Notwithstanding the foregomng, home busmesses are permuited on the
Lots provided they are m accordance with applicable municipal ordinances for home business
resydential districts

Section 52 Building Type and Si1ze  No bulding shall be constructed or pernutted to
remam on any Lot other than one detached Single Famtily Residence not to exceed two stortes 1n
height and a private one to three car garage Unless otherwise approved m wntng by the
Architectural Commmittee, all buildings shall be of new construchon and no prefabnicated
structure shall be placed upon any Lot if Visible from Neighboning Property, storage structures
and/or a sales office may be maintained vpon any Lot or Lots by each Co-Declarant or a bulding
contractor for the purpose of erecting and selling dwelhngs on the Property or for the purpose of
construcling improvements on the Common Area, but such temporary strucfures shall be
removed upon completion of construction or selling of a dwelling or the Common Area,
whichever 1s later Ne structure of a temporary character, trailer, basement, tent, shack, garage,
barn or other out buldings shall be used on any Lot at any time as a residence, either iemporanly
or permanently Each Co-Declarant and contractors for each Co-Declarant shall have the nght to
place temporary construction trailers and store materials on the Common Areas adjacent to such
Co-Declarant’s Lots for the purpose of constructing improvements on the Common Areas

Sechon53  Signs No sign of any kind which 1s Visible From Neighbonng Property
shall be mstalled or displayed on any Lot or Common Area without the prnior wntten approval of
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the Association as to size, color, design, message content, number and location except (1) such
signs as may be vsed by each Co-Declarant 1n connection with the development and sale of Lots
and/or Dwelling Umis or Common Area m the Project, (11) such signs as may be requured by
legal proceedmgs, or which by law, may not be prolubited, (11) one sign per Lot no larger than
30” x 24 used exclusively fo advertise the Lot for sale, Iease or rent, or (1v) such signs as may
be desired by each Co-Declarant or required for traffic control, construction job 1dentification,
builder 1dentification, and subdivision 1dentification as are 1n confonnmance with the requirements
of the City All other signs must be approved m advance tn writing by the Archutectural
Commutiee as provided above All signs must conform to applicable municipal ordinances and
other governmental requirements

Section 54  Noxious and Offensive Activity No noxious or offensive activity shall be
aliowed on the Lols nor shall anything be done thereon which may be, or may become, an
annoyance or nuisance to the neighborhood, or which shall 1n any way mterfere with the quiet
enjoyment of each of the Owners and tenants of thenr respective Lots and residences Without
Iimmting the generality of the foregoing, no speakers, homs, sirens or other sound devices, except
secunty devices used exclusively for security purposes, shall be located or used on a Lot

Section 5 5 Motor Yehicles and Equipment

(A) EBxcept for emergency vehicle repairs, no automobile, motorcycle,
motorbike or other molor vehicle of any kind shall be constructed, reconslructed or repaired on
any Lot or the Common Arca No moperable velicle or vehicle which because of missing
fenders, bumpers, hoods or other parts or because of lack of proper mamtenance 1s, m the sole
opinion of the Architectural Commttee, unsighily or detracts from the appearance of the Project
shall be stored, parked or kept on any Lot or the Common Area

(B) No commercial vehicles or equipment may be parked (other than normal
and temporary parking for service calls, delrveries and other normal and temporary commercial
purposes) or stored on any area 1n the Project so as to be Visible From Neighboring Property,
provided, however, this provision shall not apply o (1) vehicles that are used on a regular and
recwrning basis for transportation, (1) vehicles or equipment parked or stored within an area
designated or approved for such parking or storage by the Architectural Commuittee or the Co-
Declarants, or (111) commercial vehicles or equipment mamntained duning, and used exclusively mm
connection with, the construction of any mmprovements permutted under this Declaration For
purposes of this section, commercial vehicles shall mean any vehicle that (1) displays the name,
tradename, telephone number or other 1dentifying information of any business or (11) otherwise
bears the appearance of a commercial vehicle by reason of 1ts normal contents (e g, trade goods,
extensive tools, ladders), as reasonably determuned by the Archutectural Conumitee The
provisions of this subsection shall not apply to a vehicle parking on pubhcly dedicated streets,
provided the vehicle is legally and phystcally operable and such parking 1s m full compliance
with all applicable governmental requirements

Section 56  Parking Al vehicles of Owners and of their lessees, employees, guests
and 1nvitees shall be kept 1 garages or residenhial dnveways of the Owners wherever and
whenever such facilities are sufficient to accommodate the number of vehicles on a Lot,
provided, however, this Section shall not be construed to permut the parking in the above
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descnibed arcas of any vehicle whose parking 1s otherwise prolubited by this Declaration or the
parking of any inoperable vehicle In the event the garage and dnveway 1s msufficient for
parkang, temporary parking shall be allowed on the street directly adjacent to the Lot, 1n no event
shall overnight on-street parking be aliowed on any street and m no event shall an Owner or
occupant park’on a temporary basis on streets other than directly adjacent to such Owner’s or
occupant’s Lot  Parking n the front or side yard of any Lot 15 prohibited No part of any velucte
may be parked over any part of a sidewalk because such parking may impede use of the
sidewalks, particularly for persons with disabilities usmg the sidewalks

Section 57  Towing of Vehicles The Association shall have the nght to have any
vehicle or equipment parked, kept, maintamed, comstrucled, reconstructed or repaired n
violation of the Project Documents towed away at the sole cost and expense of the owner of the
vehicle or equipment Any expense incurred by the Association m connection wath the towing of
any vehicle or equipment shall be paid to the Association upon demand by the owner of the
vehicle or equpment If the vehicle or equipment towed 1s owned by an Owner, then the cost
incurred by the Association wm towing-the vehicle or equpment shall be assessed agamst the
Owner and his Lot and be payable on demand, and such cost shall be secured by the Assessment
Lien

Section 5 8 Machimery and Equipment No maclinery or equpment of any kind shall
be placed, operated or mamtamned upon or adjacent to amy Lot except such machinery or
equipment as 1s usual and customary 1n connection with the use or maintenance of improvements
constructed by the any Co-Declarant or approved by the Architectural Commutiee

Section 59 Restnctions and Further Subdivision No Lot shall be further subdivided
or separated 1nfo smaller lols or parcels by any Owner other than a Co-Declarant, and no portion
less than all or an undivided nterest i all of any Lot shall be conveyed or transferred by any
Owmner other than a Co-Declarant Notwithstanding the foregomg and subject to compliance
with any apphcable city ordmances, a vacant Lot may be sphit between the Owners of the Lots
adjacent to such Lot so that each portion of such Lot would be held in common ownershup with
another Lot adjacent to thal portion

Section 5 10 Windows Withmn sixty (60) days of occupancy each Owner shall nstall
permanent smtable window treatments on all windows facing the street No reflective matenals,
wncluding, but without limitation, alurmmum foil, reflective screens or glass, nurrors or similar
type 1tems, shali be mstalled or placed upon the outside or inside of any windows

Section 511 HVAC and Solar Panels Except as mutially installed by a Co-Declarant,
no heating, atr conditioming, evaporative cooling or solar energy collecting umit or panels shall be
placed, constructed or maintamed upon any Lot without the prior wrtten approval of the
Architectural Committee

Section 5 12 Garages and Doveways The mtenor of all garages situated on any Lot
shall be maintained 1n a neat and clean condition Garages shall be used only for the parking of
vehicles and the storage of normal househo!d supplies and matenals and shall not be used for or
converted to living quarlers or recreational activities after the 1utial construction thereof wathout
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the prior wntten approval of the Architectural Committee Garage doors shall be left open only
as needed for ingress and egress

Section 5 13 Installation of Landscaping

(A) Within mnety (90) days after becoming the Owner of a Lot, the Owner shali
mstall landscaping and 1mgation improvements tn comphance with the xenscape principles and
other applicable requirements set forth i the applicable mumeipal zoning ordinances in that
portion of his Lot which 1s between the streef(s) adyacent to his Lot and the extenor wall of his
Residental Urut or any wall separating the side or back yard of the Lot from the front yard of the
Lot Any Lot that has non-sohd fencing (e g, wrought iron rather than a solhid wall) on any
boundary of its rear yard shall be completely landscaped and irngated (front, rear, and side
yards) by the Owner of such Lot in comphance with xenscape principles and other applicable
requirements set forth 1 the applicable municipal zoning ordinances within nimety (90) days of
becomuing the Owner of the Lot The landscaping and imgation 1mprovements shall be installed
1n accordance with plans approved 1m wntng by the Architectural- Commuttee Pnor lo
nstallation of such landscaping, the Owner shall mamtain the portions of such Lot required to be
landscaped 1n a weed-free condition

(B) If any Owner fails to landscape any portion of his Lot within the time
provided for 1 tlus Section, the Association shall have the night, but not the obligation, to enter
upen such Owner’s Lot to install such landscaping wnprovemenis as the Association deems
appropriate, and the cost of any such 1nstallation shall be paid 1o the Association by the Owner of
the Lot, upon demand from the Association Any amounls payable by an Owner to the
Association pursuant to this Section shall be sccured by the Assessment Lien, and the
Association may enforce collectron of such amounts n the same manner and (o the same extent
as provided elsewhere 1 this Declaration for the collection and enforcement of assessments

(C)  Ths Section 5 13 shall not apply to the Co-Declarants or any Purchaser
with respect to any Lot or any other property that has not been conveyed to an Owner with a
residence already constructed thereon, except that thuis Section 513 shall apply wpon
commencement of residential occupancy of any Lot contamning a residence

Section 5 14 Co-Declarants’ and Designated Bwilders’ Exemption Notwithstanding
anylhing herein to the contrary, nothing contained 1o this Declaration shall apply to or prohubit a

Co-Declarant or 1ts duly authorized agents and confractors, or a Designated Buulder or 1ts duly
authonzed agents and contractors, or be construed 1o prevent the erection or mantenance by a
Co-Declarant or its duly authorized agents and contractors or a Designated Builder or its duly
authonzed agents and contractors, of model homes, structures, 1mprovements or signs necessary
or convenient to the construction, development, :dentification, or sale or lease of Lots or other
Property within the Project The Associalion shall take no action that would mterfere with
access to or use of model homes, without hnutation of the foregomg, the Association shall have
no nght to close private streets to access by members of 1he public desmng access to model
homes

Section5 15 Leasing Restrichions Any lease or renfal agreement must be 1n writing
and shall be subject to the Declaration All leases must be for an entire residence and Lot and
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must have a mmmum term of tlurty (30) days This Section shall not apply to model homes,
offices, sales offices, or construction trailers

Secion 5 16 Ammals No ammals, mseets, livestock, or poultry of any kind shall be
ratsed, bred, or kept on or within any Lot or structure thereon except that dogs, cats or other
common household pets (types and breeds lumited to those determined io be acceptable by the
Board) may be kept on or within the Lots, provided they are not kept, bred or mamntamed for any
commercial purpose, or 1n unreasonable numbers as determned by the Architectural Commuitee
Notwithstanding the foregoing, no ammals or fowl may be kept on any Lot whuch results m a
nuisance to, which 1s an annoyance to, or which are obnoxious to other Gwners or tenants 1n the
viciuty  All pets, required by any law, must be kept within a fenced yard or on a leash under the
control of the Owner at all imes No structure for the care, housing or confinement of any
animal or fowl shall be maintained so as ta be Visible from Neighboning Property

Section 517 PDnlhing and Mming No o1l dnlling, o1l development operations, o1}
vefining, quarrying, or mimng, operations-of any kind, shall be permitted upon or 4n any Lot nor
shall o1l wells, tanks, tunnels or mneral excavations or shafts be permitied on any Lot No
derrick or other structure designed for use 1n bonng for or removing water, oil, natural gas or
other mnerals shall be erected, maintained or permitted upon any Lol

Section 5 18 Refuse All refuse, including without Iumutation all ammal wastes, shall be
regularly removed from the Lois and shall not be allowed to accumulate thereon Refuse
contamers shall be kept clean, sanitary and free of noxious odors Refuse contamners shall be
maintamned so as o not be Visible from Neighboring Properly, except to make the same available
for coliection and then only for the shorlesl time reasonably necessary to effect such collection

Sectton 5 19 Antennas and Satellite Dishes

(A) This section apphies to antennas, satellite television dishes, and other devices
(‘Recervers”), mcludmg any poles or masts (“Masts™) for such Recervers, for the transmussion or
reception of television or radio signals or any other form of electromagnetic radiation

(B) As of the date of recordation of this instrument, Recetvers one meter or less
m drameter are subject to the provisions of Title 47, Section 14000 of the Code of Federal
Repulations (“Federal Regulations”) “Regulated Receivers” shall mean Receivers subject to
Federal Regulations as such regulations may be amended or modified 1n the future or subject to
any other applicable federal, state or local law, ordinance or regulation (“Other Laws”) that
would render the restnictions In tlus section on Unregulated Receivers (hereinafier defined)
mvalid or unenforceable as to a particular Recerver “Unregulated Recetvers” shall mean all
Recervers that are not Regulated Recetvers Notwrthstanding the foregoing, a Regulated
Recerver having a Mast in excess of the size permitted under Federal Regulations or Other Laws
for Regulated Recervers shall be treated as an Unregulated Recerver under this section

{(C) No Unregulated Recervers shall be permitted outdoors on any Lot, whether
attached to a bwlding or structure or on any Lot, unless approved m wnting by the Architectural
Coranuttee, with such screeming and fencing as such Commmttee may requre Unregulaied
Recervers must be ground mounted and not Visible from Neighboring Property
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(D) Regulated Recervers shall be subject to the following requirements

(1) If perntted by applicable Federal Regulations or Other Laws, no
Repulated Receiver shall be permitted outdoors on any Lot, whether attached to a building or
structure or on any Lot, unless approved 11 wnting by the Architectural Committee, with such
screening and fencing as such Comnuttee may require  If such restnction 1s not so permtted, the
provisions of subsections (11) and (111) below shall apply

(1) A Regulated Receiver and any requred Mast shall be placed so as not
to be Visible from Neighbornng Property 1f such placement will not (a) unreasonably delay or
prevent 1nstallation, mamntenance or use of the Regulated Recerver, (b) unreasonably increase
the cost of mstallabon, mamntenance or use of the Regulated Receiver, or (c) preclude the
reception of an acceptable quality signal

(i1) Regulated Reeeivers and any required Masts shall be placed on Lots
only 1 accordance with the following descending order of locations, with Owners required to
use the first avarlable location thal does not violate the requurements of parts {a) through (c) 1n
subsection (11) above

1 A location in the back yard of the Lot where the Recerver will be
screened from view by landscaping or other improvements,

2 An unscreened location mn the backyard of the Lot,

3 On the roof, but completely below the highest point on the roof line,

4 A location 1n the side yard of the Lot where the Recerver and any pole
or mast will be screened from view by landscaping or other
unprovements,

5 On the roof above the roofline,

6 An unscreened location 1n the side yard,

7 A location in the fronmt yard of the Lot where the Recelver will be
screened from view by landscaping or other improvements

Notwithstanding the foregoing order of locations, 1f a Jocation stated 1n the above list allows a
Recerver to be placed so as not to be Visible from Nesghboring Property, such location shall be
used for the Receiver rather than any higher-hsted location at which a2 Receiver will be Visible
from Neighboring Property, provided that placement i such non-visible location will not violate
the requirements of parts (a) through (¢) 1 subseciion (11) above

(1) Owners shall inslall and mamtam landscaping or other improvements
(“Screentng”) around Recervers and Masts to screen 1tems that would otherwise be Visible from
Neighbormg Property unless such requirement would violate the requirements of parts (a)
through (¢) m subsection {(u) above If an Owner 1s not required to install and mamtan Screemng
due to an unreasonable delay 1n mnstallation of the Receiver that such Screemung would cause, the
Owner shall nstall such screenng wathun 30 (turty) days following installation of the Recerver
and shall thereafter mamtain such Screening, unless such Screening mstallation or mawntenance
will violate the provisions of paris (a) through (c) in subsection (11) above If an Owner 15 not
required to 1ostall Screening due to an unreasonable increase in the cost of mstalling the Recerver
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caused by the cost of such Screeming, the Association shall have the nght, at the option of the
Association, to enter onto the Lot and install such Screemng and, in such event, the Owner shall
mamntam the Screening following mstallation, unless such Screening mstallation or maintenance
wiil violate the provisions of parts (a) through (¢) 1 subsection (11) above

The provision of this section are severable from each other, the invalidity or unenforceability of
any provision or pertion of this section shall not mvalidate or render unenforceable any other
provisions or porhion of this section, and all such other provision or portions shall remain vahd
and enforceable The mvahdity or unenforceability of any provisions or portion of this section to
a particular type of Recerver or Mast or to a particular Recerver or Mast on a particular Lot shall
not ivahdate or render unenforceable such provisions or portion regarding other Recervers or
Masts on other Lots

Section 5 20 Utihity Services  All hines, wires, or other devices for the communication
or transmusston of electnic cumrent or power, mcluding telephone, television, and radio signals,
shall be contamed in conduits or cables 1nstalled and maintained underground or concealed 1n,
under, or on buildings or other structures approved by the Architectural Committee Temporary
power or telephione structures mcident to construction activities approved by the Architectural
Commmttee are permitled

Section 5 21 Diseases and Insects No Owner or resident shall perrmut any thing or
condrtion to exist upon a Lot which shall induce, breed or harbor infectious plant diseases or
nox1ous 1nsects

Section 522 Architectural Control

(A) No excavalion or grading work shall be perforined on any Lot without the
prior written approval of the Architectural Commttee

(B) No Improvements (1 e, buildings, roads, driveways, parking areas, fences,
walls, rocks, hedges, plantings, planted trees and shrubs, and all other structures or landscaping
mmprovements of every type and kind) shall be constructed or mslalled on any Lot without the
pnior written approval of the Architectural Commuttee

{C) No addition, alteration, repair, change or other work which in any way alters
the extenior appearance, mcluding but without hmmtation, the exterior color scheme, of any Lot,
or the Improvements located thereon, shall be made or done without the prior wnitten approval of
the Archutectural Comunittee

(D) Any Owner desuing approval of the Architectural Commuttee for the
construction, installation, addition, alteration, repair, change or replacemént of any Improvement
which would alter the extentor appearance of the Improvement, shall submut to the Arclutectural
Commuttee a wmitten request for approval specifying m detail the nature and extent of the
construction, nstallation, addition, alteration, repair, change or replacement of any Improvement
which the Owner desires to perform  Any Owner requesting the approval of the Architectural
Commuttee shall also submut to the Architectural Commuttes any additional information, plans
and specifications which the Architectural Commuttee may request In the event that the

20
1020525 04/[5171 0002



Architectural Commuttee fails to approve or disapprove an application for approval within sixty
{60) days after the apphcation, together with all supporting information, plans and specifications
requested by the Architectural Commuttee have been submutted to i, approval will not be
requred and this Section will be deemed to have been comphied with by the Owner who had
requested approval of such plans

(E) The approval by the Architectural Committee of any construction,
nstallation, addition, alteration, repair, change or other work pursuant to this Section shali not be
deemed a warver of the Architectural Commutiee’s nght to withhold approval of amy similar
construction, 1nstallation, addition, alteration, repawr, change or other work subsequently
submutted for approval

(F)  Upon receipt of approval from the Architectural Commuttee for any
construction, stallation, addihion, alteration, repau, change or other work, the Owner who had
requested such approval shall proceed to perform, construct or make the construction,
installation, addition, alteration, repair, change or other work approved by the Architectyral
Commuttee as soon as prachicable and shall diligently pursue such work so that 11 15 completed as
soon as reasonably practical and within such time as may be prescnibed by the Architectural
Commuttee

(G) The approval of the Architectural Commuittee required by thus Section shall
be m addition to, and not m lieu of, any approvals, consents or permits required under the
ordinances or rules and regulations of any county or munucipality having junsdiction over the
Project

(H) The provisions of tlus Section shall nol apply to, and approval of the
Archifectural Commuttee shall not be required for, the censiruction, erection, nstallation,
addition, alteration, repair, change or replacement of any Improvements made by, or on behalf
of, a Co-Declarant

ARTICLE V1
RESERVATION OF RIGHT TO RESUBDIVIDE AND REPLAT

Subject to the approval of any and all appropnate govemmental agencies having
jurisdiction, each Co-Declarant hereby reserves the nght at any time, without the consent of
other Owners, to resubdivide and replat any Lot or Lots which the Co-Declarant then owns and
has not sold

ARTICLE V1I
PARTY WALLS

Section 71 __ General Rules of Law to Apply Each wall or fence, any part of which is
placed on a dividing line between separate Lots shall constitute a “Party Wall ” Each adjoinmng
Owner’s obligation with respect to parly walls shall be determimed by these covenants and
restnictions and, 1f not inconsistent, by Anzona law
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Section 72 Shanng Repair and Mamtenance Bach Owner shall mantain the extenor
surface of a paty wall facing his Lot Except as provided m this Article, the cost of reasonable
repair shall be shared equally by adjoining Lot Owners

Section73  Damage by One Owner If a party wall 1s damaged or destroyed by the act
of one adjomimg Owner, or his guests, tenants, licensees, agents or famly members (whether or
not such act 1s negligent or otherwise culpable), then that Owner shall immediately rebuild or
repair the party wall to 1ts prior condition without cost to the adjoming Owner and shall
mdemmify the adjoming Owner from any consequential damages, loss or habiiies Damage
resulting from sprinkler overspray shall be considered caused by the Owner using the sprinklers

Section 74  Other Damage [ a party wall 1s damaged or destroyed by any cause other
than the act of one of the adjoiming Owners, lus agents, tenants, licensees, guests or family

members (including ordinary wear and tear and deterioration from lapse of tume), then the
adjormng Owners shall rebwld or repair the party wail to 1is pnor condition, equally shanng the
-expense, provided, however, that if- a party.wall 15 damaged or destroyed as a result of an
accident or circumstances that ongmate or occur on a particular Lot, {whether or not such
accident or circumstance 15 caused by the aclion or naction of the Ownuer of that Lot, or his
agents, tenanis, licensees, guesis or family members) then in such event, the Owner of that
particular Lot shall be solely responsible for the cost of rebuilding or repainng the party wall and
shall immediately repar to the same condition as such party wall formerly was

Secton75  Right of Entry Each Owner shall pennit the Owners of adjoiming Lols, or
their representatives, to enter lus Lot for the purpose of installations, alteration, or repairs to a
party wall on the Property of such adjoimng Owners, provided that other than for emergencies,
tequesls for entry are made 1n advance and that such entry 15 al a lune reasonably convenient o
the Owner of the adjomning Lot An adjoiung Owner making entry pursuant (o thus Scction shall
not be deemed gulty of trespassing by reason of such enlry Such entermg Owner shall
mdemmfy the adjorung Owner from any consequential damages susiained by reason of such

entry

Section 76 Right of Contribution 'The night of any Owner to contribution from any
other Owuer under this Article shall be appurtenant {o the land and shall pass to such Owner’s
successors 1n title

Section 77 Consent of Adjoimng Owner In addition to meeting the requirements of
thus Declaration and of any applicable burlding code and similar regulations or ordinances, any
Ownmer proposing {o modify, alter, make additions to or rebuild the party wall, shall first obtan
the wntten consent of the adjoming Ownmer, which shall not be unreasonably withheld or
conditioned

Section 78  Walls Adjacent to Streets or Common Area A wall that 1s adjacent o
strects or Common Arca shall be trcated as though the wall 15 a party wall with the streef or
common area constituting 2 Lot owned by the Association, except that any portion of such wall
consisting of decorative metal-work that was ongmally on such wall (or any replacement
thereof) shall be the sole responsibility of the Association (subject to an Owner’s Liability for
repars that would be such Owmer’s sole responsibility under Sections 73 or 74)
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Notwithstandmg the foregoing, (2) the provisions i Sections 7 3 and 7 4 regardmg an Owner’s
sole liability for repair of damage caused by such Owner’s gnests or hicensees shall not apply to
damage resulting from guests or lLicensees of the Association and such damage shall be
considered caused by unrelated third parties and (b) the rule m Section 7 4 regarding damage
ansing from events occurring on a particular Owner’s Lot shall not apply to damage ansing from
events occurring on streets or Common Areas Notwithstanding the foregoing, any damage to a
wall that 1s covered by the Association’s casualty msurance shall, to the extent of proceeds
actually recerved from such surance, be paid for by the Association

Secion 79 Walls Fogning Part of Residence If a Lot contamns a wall that 1s (1} an
exterior wall of a residence (including any garage associated with a residence) and (11) located on
or 1mmmediately adjacent to the Lot boundary hne, the provisions of this Article shall apply
subyect to the following

(A) The wall shall have a perpetual easement for encroachments onto any

adjorsing Lot or Common Area of up fo one-foot, provided, however, that, such easement shal].

only apply to mitial construction of the wall and any replacements of the wall that do not
encroach further than the ongmal wall

(B) Any roof unprovements (including gutters and simular related
improvements) above such wall shall have a perpetual easement for encroachmenis onto any
adjoining Lot or Common Area of up to four feet, provided, however, that such easement shalt
only apply (o mitial construction of the roof mmprovements and any replacements of the roof
improvements that do nol encroach further than the onginal roof improvemenis

(C)  The Owner of the Lot adjacent to such wall shall not, without the wntten
approval of the Owner of the Lot on which the residence 1s located, do any of the following

() use the wall for recreational purposes (e g, bouncing balls),

(1)  use the wall as part of an enclosure for pets,

(1)  allow sprinklers to spray onto the wall,

(v)  allow plants to attach themselves to the wall (e g, 1vy),

(v} allow any tree to grow within six feet of the wall (with such
distance measured from the part of the tree that 1s nearest to the wall within five feet of
the ground level of the tree),

(v1)  attach anylhing to the wall, or

(vi1) otherwise take any action regarding the wall that a reasomable

person would conclude has a substantial hikelthood of disturbing the peaceful and
undisturbed use of the mtenor of the residence of which the wall forms a part
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(D)  Notwathstanding Section 77, the Owner of the residence shall not be
required o obtain permission from the adjoming Lot Owner to rebuwild the wall 1n the same
manner as origmal constructed

ARTICLE VII
MAINTENANCE BY OWNER

Each Owner shall mamtan lus residence and Lot m good repawr The yards and
landscaping on all mmproved Lots shall be neatly and attracuvely maintained, and shall be
cultivated and planted to the extent required to mantain an appearance in harmony with other
mmproved Lots 1n the Property Durnng prolonged absence, an Owner shall arrange for the
contimed care and upkeep of his Lot In the event a Lot Owner fails to mamntain his Lot and
residence m good condition and reparr or m the event an OQwner fails to landscape his Lot as
required by Section 5 13 of Arlicle V, the Architectural Commitiee may have said Lot and
residence landscaped, cleaned and repared and may charge the Lot Owner for said work m
accordance with the provisions of said Section.- An Owner shall not allow a condition to exist on
his Lot which will adversely affect any other Lots and residences or other Owners  Any
repawnbng or redecorating of the exterior surfaces of a residence which alters the oniginal
appearance of (he residence will require the prior approval of the Architectural Commuttee

ARTICLE IX
EASEMENTS

Section 91 Owner’s Easements of Enjoyment

(A) Every Mcmber, and any person residing with such Member, shall have a
nght and easement of enjoyment 1 and to the Common Area which shall by appurtenant to and
shall pass with the title to every Lot and parccl, subject to the following provisions

(1) The night of the Association to charge reasonable admussion and other
fees for the use of any recreational or other facility situated upon the Common Area, mcluding,
but not hmuted to, any recreational vehicle storage area located upon the Common Area, the
Association shall also have the right to restrict the use of such recreational vehicle storage area to
only those Owmners, Lessees or Residents who do not have such a recreational vehicle storage
area available to them through a Neighborhood Association The Association may permut the
use of any recreational vehicle storage area situated upon the Common Area by persons who are
not Members of the Association provided the Association charges such persons a reasonable
adnmsston fee or user fee for the use of such recreational vehicle storage area

(u) The nght of the Association to suspend the voting nights and nght to
the use of the recreational facihities, 1f any, located upon Common Area by any Member (a) for
any pencd dunng which any Assessment agamst kus Lot or parcel remains dehinquent, (b) for a
penod not o exceed sixty (60) days for any other infraction of the Project Documents, and (c)
for successive sixty-day (60) penods if any such infraction s not corrected during any prior
sixty-day (60) suspension period
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(1) The nght of the Association to dedicate, transfer or encumber all or
any part of the Common Area to any public agency, authonty, or utthty for such purposes and
subject to such conditions as may be agreed to by the Board No such dedication, transfer, or
encumbenng of Common Area shall be effective unless an instrument signed by the Owners
representing two-thirds (2/3) of the votes m each class or membership 1n the Association
agreeing to such dedication or transfer has been recorded If ingress or egress to any Lot 1s
through the Common Area, any dedication, transfer, or encumbrance of the Common Area shall
be subject to the Lot Owner’s easement of ingress and egress

(iv) The nght of the Association to regulate the use of the Common Area
through the Association Rules and to prohibit or limit access to such portions of the Common
Area, such as landscaped nght-of-ways, not mtended for use by the Owners, Lessees or
Residents

(B) If a Lot or parcel 1s lcased or rented by the Owner thereof, the Lessee and the

-members of s family residing with such Lessee pursuant to the Jease.shall have the nght to use.

the Common Area during the term of the lease, and the Owner of such Lot or parcel shall have
no nght to use the Common Area unti] the termination or expiration of such lease

(C) The guest and mvitees of any Member or other person entitled to wse the
Common Area pursuant to this Declaration may use any recreational facthty located on the
Common Area provided they are accompanmied by a Member or other person entitled to use the
recreational facitities pursuant to this Declaration The Board shall have the nght to limut the
number of guests and invitees who may use the recrealtonal facilities Iocated on the Common
Area at any one time and may restnct the use of the recreational facilifics by guests and invitees
to certain specified imes

Section 92  Dramnage Easements There 1s hereby created a blanket easement for
drmnage of ground water on, over and across each Lot 1n such locations as dranage channels or
structures are located An Owner shall not at any time hereafler fill, block or obstruct any
drainage easements, channels or structures on his Lot and each Owner shall reparr and mantain
all drainage channels and dramage structures located on hus Lot No structure of any kind shall
be constructed and no vegetation shall be planted or allowed to grow within the dramage
easemenis which may mmpede the flow of water under, over or through the easements All
drainage arcas shall be mamntamed by the Owner of the Lots on which the easement area 15
located

Section93  Utlity Easements Bxcept as mnstalled by a Co-Declarant or approved by
the Architeclural Commuttec, no lines, wires, or other devices for the communication or
transmission of electric current or power, mecluding felephone, television, cable and radio signals,
shall be erected, placed or mamtained anywhere m or upon any Lot unless the same shall be
contamed 1 ¢condwts or cables mstalled and maintained underground or concealed 1n, under or
on buildings or other structures No structure, landscaping or other 1mprovements shall be
placed, erected or mamtamed upon any area destgnated on the Plat as a public utility easement
which may damage or interfere with the mstallabon and mamtenance of utibties Such public
utility easement areas, and all improvements thereon, shall be maintamned by the Owner of the
Lot on which the easement area 1s located unless the utiity company or a county, mumecipahty or
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other public authonty maintains said easement area There 1s hereby created a blanket easement
upon, across, over and under the Property for mgress to, egress from and the stallation,
replacing, repainng and mamtaining of all utility and service lines and systems includmg, but not
hinmted to, water, sewer, gas, telephone, electricity, cable or commumnication lines and systems,
such as utilities are installed in connection with the imtial development of each Lot Pursuant to
this easement, 2 providing utility or service company may nstall and mamtain factlities and
equipment on the Lots and Common Areas and affix and maintain wires, cireuits and conduits
on, 1 and under the roofs and exterior walls of buildings thereon Notwathstanding anything to
the contrary contamed 1 (his section, no sewers, electncal lines, water Iines, or other utility or
sewer lines may be installed or relocated within the Property except as imtally created or
approved by a Co-Declarant without the prior wnillen approval of, m the case of a Common
Area, the Associalion and the Archilectural Commuttee or, mn the case of a Lot, the Owner of
such Lot and the Architectural Commuitce Nothing contamed heremn shall entitle any Co-
Declarant or any ufility m exercising the nghts granted herem to disturb any dwelling unit
consiructed n accordance wilh the requirements hereof Fach Co-Declarant further reserves
temporary construction easements for utilify hnes, mamntenance of storage tanks and facilitigs
and access to and from such facilities

Section94  Co-Declarants’ Eascmeni Easemenis over lhe Lots for the installation
and maintenance of ¢leclric, lelephone cable, communicalions, water, gas, dramnage and san:itary
sewer or similar or other Imes, pipes or facililies

(A)  as shown on the recorded Plat,

(B)  as may be hereafter required or nceded to scrvice any Lot (provided,
however, no uulity other than a connection hne to a dwelling umt served
by the utility shall be mstalled 1n any area upon wluch a dwelling unit has
been or may legally be constructed on the Lot)

are hereby reserved by the Co-Declarants, together with the rghi 1o grant and transfer the same

Section95  Encroachments The Lots shall be subject to an easement for overhangs
and encroachments by walls, fences or other structures upon adjacent Lots as constructed by the
ongmal builder or as reconstructed or repaired 1 accordance with the ongmnal plans and
specifications or as a result of the reasonable repair, shifting, setilement or movement of any
such structure

ARTICLE X
MAINTENANCE

Section 10 1 Maintenance by the Association The Association shall be responsible for
the mamntenance, repair and replacement of the Cornmon Area and may, without any approval of
the Owners bewng required, do any of the following

(A) Reconstruct, repair, replace or refimsh any Improvement or portion thereof
upon any such area (fo the extent that such work 1s not done by a governmental entity, 1f any,
responstble for the mantenance and upkeep of such area),
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(B) Construet, reconstruct, repair, replace or refimsh any portion of the Common
Area used as a road, street, walk, diiveway and parking area,

(C) Replace myured and diseased trees or other vegetation m any such area, and
plant trees, shrubs and ground cover to the extend that the Board deems necessary for the
conservation of water and so1l and for aesthetic purposes,

(D} Place and mamtain upon any such area such signs as the Board may deem
appropnate for the proper identification, use and regulation thereof,

(E) Construct, maintain, repair and replace landscaped areas on any portion of the
Common Area,

(F) Mawtain any portion of the Common Area used for dramnage and retention,
and

(G) Do all such other and further acls which the Board deems necessary to
preserve and proiect the Common Area and the appearance thereof, 1 accordance with the
general purposes spceified in this Declaration

Neither any Co-Declarent nor any homebuilder within the Property shall be responsible for
maintenance, repair or replacement of Common Areas or improvements thereon previously
transferred to the Association, except that (a) the nstaller of any landscaping on the Common
Areas shall provide a 90 day warranty period for such landscaping and (b) any express or imphed
warranties provided by any provider of labor or matenals i connection with improvements shall
be deemed assigned to the Associalton concurrently with such transfer Thus paragraph shall not
be subject to amendment without the wnitten approval of the Co-Declarants

Section 10 2 Damage or Destruction of Common Area by Qwners No Owner shall in
any way damage or destroy any Common Area or interfere with the activities of the Association
1n conneclion therewith Any expenses mcurred by the Association by reason of any such act of
an Owner shall be paid by smad Owner, upon demand, to the Association to the extent that the
Owner 18 hiable therefore under Anzona law, and such amounis shall be a lien on any Lots owned
by sard Owner and the Association may enforce collection of any such amounts 1n the same
manner as provided elsewhere m this Declaralion for the collection and enforcement of
Assessments

Section 103 Payment of Utibty Charges Each Lot shall be separately metered for
water, sewer and elecincal service and all charges for such services shall be the sole obligation
and responsibihity of the Owner of each Lot The cost of water, sewer and electnical service lo
the Common Area shall be a Commeon Expense of the Association and shall be mcluded m the
budget of the Association

Section 104 Maintenance by Governmental Entittes No mumicipality or other
governmental enhty 1s responsible for or will accept maintenance for any private facilities,
landscaped areas, or Common Areas within the Project
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Section 105 Tandscaping_ Replacement  Landscaping ongmally planted on the
Common Areas may exceed the landscaping that 1s ulhimately planned for Common Areas due to

over-planting 1n anticipation of normal plant losses The Board 1s hereby granted the authonty {o
remove and not replace dead or damaged landscapmng if, i the reasonable discretion of the
Board, (a)} the remamming landscaping 1s acceplable to the Board and (b) the remaiming
landscaping 1s generally conststent i quality and quantity with the landscaping shown on
approved landscaping plans filed with governmental entriies in connection with Property, even 1f
the location of specific plants 1s different than the locations shown on such approved landscaping
plans Neither any Co-Declarant nor any other installer of landscaping 1n Common Areas shall
be responsible for replacement of landscaping that dies more than minety days followmng
mstallation or that requires replacement due to vandalism, lack of proper watering or
mamtenance by Association, or damage due to negligence, the Association shall be solely
tesponsible for such replacement (subject to potential recovery by the Associatron from any
vandal or negligent person)

Section 10 6 _Alteration of Mamntenance Procedures Following the termimation of the
Class B membership and so long as a Co-Declarant owns any Lot, the Associabion shall not,
without the wniten approval of the Co-Declarants, alter or fail to follow the mantenance and
repair  procedures recommended by the Association’s management company as of the
termination of the Class B membership unless such alteration will provide for a8 higher level of
maimntenance and reparr  Each Co-Declarant shall have the right, but not the obhgation, to
perform any required mamtenance or repair on the Common Areas adjacent fo the Lots then or
previously owned by such Co-Declarant that 1s not performed by the Assoctation withim ten (10)
business days following notice from the Co-Declarant that such maintenance or repair 1s required
under 1lus section, 1f the Co-Declarant performs such maintenance or repar, Lthe costs mcurred
by the Co-Declarant shall be reimbursed by the Association within thirly (30) days following
wrntten demand for reimbursement accompamed by copies of mvoices for such costs Ths
section shall not be subject to amendment withoul the wntten approval of the Co-Declarants

ARTICLE X1
INSURANCE

Section 11 1 Scope of Coverage Commencing not later than the tune of the first
conveyance of a Lot to a person other than a Co-Declarant, the Association shall mantain, to the
extent reasonable available, the following insurance coverage

(A) Property msurance on the Common Area msuring agamst all nsk of direct
physical loss, msured aganst m an amount equal to the maximum wsurable replacement value of
the Common Area, as deterrmned by the Board, provided, however, that the total amount of
wsurance after application of any deductibles shall not be less than one hundred percent (100%)
of the cument replacement cost of the immsured Property, exclusive of land, excavations,
foundations and other 1tems normalty excluded from a Property policy,

(B) Comprehensive general hiabibty wmsurance, including medical payments
msurance, i an amount determuned by the Board, but not less than §$1,000,00000 Such
msurance shall cover zil occwrrences commonly wmnsured against for death, bodily iyury and
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Property damage ansing out of or 1 connection with the use, ownership or maintenance of the
Common Area, and shall also include hured automobile and non-owned automobile coverages
with cost habihity endorsements to cover liabilities of the Owners as a group to an Owner and
provide coverage for any legal habihity that results from lawsuits related to employment
contracts m which the Association 1s a party;

{C) Workmen’s compensation msurance to the extent necessary to meet the
requirements of the Jaws of Arizona,

(D) Such other insurance as the Associalion shall determine from tme to time to
be appropnate to protect the Asseciation or the Owners,

(E) The wsurance pohcies purchased by the Association shall, to the extend
reasonably available, contain the following provisions

6)) That there shall be no subrogahion with respect to the Association,
1ts agents, servants, and employees, with respect to Owners and members of their household,

(n)  No act or ommssion by any Owner, unless acting within the scope
of lus authonty on behalf of the Association, will voud the policy or be a condition to recovery on
the policy,

(u1)  That the coverage afforded by such policy shail not be brought 1nto
contribution or proration with any msurance which may be purchased by Owmers or their
mortgagees or beneficianes under deeds of trust,

(1v) A “severabihty of iterest” endorsernent wiuch shall preclude the
insurer from denying the claum of an Owner because of the negligent acts of the Association or
other Owners,

(v)  The Association shall be named as the Insured,

(vi)  For policies of hazard imsurance, a standard mortgagee clause
providing that the msurance camer shall notify the first mortgagee named 1n the policy at least
thirty (30) days i advance of the cffective date of any substantial modification, reduction or
canceliation of the policy,

(F) 1If there 1s a steam boiler m connection with the Comimon Area, botler
explosion msurance evidenced by the standard form of boiler machinery insurance policy and
providing coverage n the munimum amount of $50,000 00 per accident per location,

(3) I the Property 1s located 1n an area 1dentified by the Secretary of Housing &
Urban Development as an area having special flood hazards, a policy of flood insurance on the
Common Area must be mamntamed in the lesser of one hundred percent (100%) of the current
replacement cost of the buldings and any other Property covered by the required form of policy
or the maximum lunit of coverage available under the National Insurance Act of 1968, as
amended,
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(H) “Agreed Amount” and “Inflation Guard” endorsements

Section 11 2 Certificates of Insurance An insurer that has 1ssued an msurance pohicy
under tius Article shall 1ssue certificates or a memorandum of msurance to the Association and,
upon request, to any Owner, mortgagee or beneficiary under a deed of trust Any msurance
obtained pursuant to thus Arficle may not be cancelled until thirty (30) days after notice of the
proposed cancellaion has been mailed to the Association, each Owner and each mortgagee or
beneficiary under deed of trust to whom cerfificates of msurance have been 1ssued

Section 11 3 Fidelity Bonds

{(A) The Association shall mamtain blanket fidehty bonds for all officers,
directors, trustees and employees of the Association and all other persons handling or responsible
for funds of or admimstered by the Association, including, but without hinutation, officers,
directors and employees of any management agent of the Association, whether or not they
recerve compensation for their services The total amount of fidel:ty bond mamntamed by the
Association shall be based upon the best business judgment of the Board, and shall nof be less
than the greater of (1) the amount equal to one hundred fifty percent (150%) of the estimated
annual operating expenses of the Association, (1) (he estimated maximum amount of funds,
including reserve funds, m the custody of the Association or the management agent, as the case
may be, at any given tune during the term of each bond, (1) the sum equal {o three (3) months
assessments on al} Lots plus adequate reserve funds Fidehty bonds cbtamed by the Association
must also meet the followmg requirements

§)) The fidelity bonds shall name the Association as an obligee,

(1)  The bonds shall contain waivers by the 1ssuers of the bonds of all
defenses based upon the exclusion of persons serving withoul compensation from the defimtion
of “emnployees” or similar terms or expressions,

(m) The bonds shall provide thal they may nolt be canceled or
substantially modified (including cancellation from uon-payment of premiuvm) without at least
ten (10) days pnior wnitten notice to the Association

(B) The Association shall require any management agent of the Association to
maintain 1ts own fidehity bond 1 an amount equal to or greater than the amount of the fidehty
bond to be mantained by the Associtation pursuant io Subsection (A} of this Section The
fidelity bond mantamed by the management agent shall cover funds mamtaned in bank
accounts of the management agent and need not name the Association as an obligee

Section 11 4 Payment of Premiums The premuums for any msurance obtaned by the
Association pursuant to tus Article shall be included 1n the budget of the Association and shall
be paid by the Association

Section 115 Insurance Obtamned by Owners Each Owner shall be responsible for
obtaming Property wsurance for his own benefit and at his own expense covering his Lot, and all
Improvements and personat Property located thereon Each Owner shall also be responsible for
obtammng at his expense personal hability coverage for death, bodily myury or Property damage
ansing out of the use, ownership or mantenance of his Lot
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Section 11 6 Payment of Insurance Proceeds With respect to any loss to the Common
Area covered by Property nsurance obtamed by the Association 1n accordance with this Article,
the loss shall be adjusted with the Association and the insurance proceeds shall be payable to the
Associalion and not to any mortgagee or beneficiary under a deed of trust Subject to the
provistons of Section 11 7 of this Article, the proceeds shall be disbursed for the repar or
restoration of the damage to Comnmon Area

Section 11 7 Repair and Replacement of Damaged or Destroved Property Any portion
of the Common Area damaged or destroyed shall be repared or replaced promptly by the
Association unless (1) repair or replacement would be 1llegal under any state or local health or
safety statue or ordinance, or (1) Owners owning at least eighty percent (80%) of the Lots vote
not to rebuild The cost of repair or replacement m excess of msurance proceeds and reserves
shall be paid by the Association If the entire Common Area 1s not repaired or replaced,
tnsurance proceeds attnbutable to the damaged Common Area shall be used to restore the
damaged area fo a condition which is not 1n violation of any state or local health or safety statute
or ordinance and the remainder of the proceeds shall be distnibuted to the Owners on the basis of
" an equal share for each Lot

ARTICLE XTI
TERM AND ENFORCEMENT

Section 12 1 _Enforcement Subject to the provisions of Section 124 and of Article
X1, the Association, the Archtectural Commuites or any Owner shall have the right (but not the
obligation) to cnforce these Covenants and Resiriclions and any amendment thereto Farlure by
the Association, the Commuttee or any Owner lo cnforce these Covenants and Restrictions shall
m no event be deemed a waiver of ithe nght to do so thereafler Deeds of conveyance of the
Property may contain these Covenants and Restnctions by reference lo tlus Declaration, but
whether or not such reference 1s made i such deeds, each and all such Covenants and
Restrrctions shall be valued and binding upon the respective grantees Vielators of any one or
more of the Covenants and Restrictions may be restrained by any court of competent junsdiction
and damages awarded aganst such violators, provided, however, that a violation of these
Covenants and Restrictions or any one or more of them shall not affect the ken of any first
mortgage or first deed of trust  If the Architectural Commuttee enforces any provision of the
Project documents, the cost of the enforcement shall be paid by the Associaion In addition to
any enforcernent nights otherwise available to the Association, the Association shall have the
nght to enforce any provision of this Declaration by directly taking action necessary to cure or
remove a breach of this Declaration, including without himtation, removal, repair or replacement
of any mmprovement, sign or landscaping on any portion of the Property, 1n such event, the
Association shall be entitled 1o recover the costs mcurred by the Association in connection with
such cure Pursuant to such cure/removal night of the Association, the Association or its
authonzed agents may, upon reasonable wntten notice (or immediately, for willful and recurrent
violations, when wrtten notice has previously been given), enter any Lot m which a violation of
these restrictions exists and may correct such violation at the expense of the Owner of such Lot,
the Association and its agents are hereby granted an easement for such purpose Such expenses,
and such fines as may be imposed pursuant to this Declaration, the Bylaws, or Assoctation Rules,
shall be 2 Special Assessment secured by a lien upon such Lot enforceable m accordance wath
the provisions of this Declaration All remedies available at law or equity shall be available m
the event of any breach of any proviston of this Section by any Owner, tenant or other person
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Section122 Term The Covenants and Restrictions 1n this Declaration shall run with
and bind the land for a term of thirty (30) years from the date this Declaration 1s recorded, after
which time they shall be automatically extended for successtve periods of ten (10) years for so
long as the Lots shall continue to be used for residential purposes

Section 123  Amendment The Declaration may be amended at any time by (a) an
mstrument signed by the Owner(s) of at least two thurds of the Lots or (b) 2 certification by the
President of the Association that the Owners of at least iwo thirds of the Lots have voted 1n favor
of the amendment at a duly called elechon Any such amendment shall be recorded with the
Maricopa County Recorder and shall take effect immediately upon recordation regardless of the
status of the then current term of the Declaration under Section 12 2 above A properly executed
and recorded amendment may alter the restrichions 1 whole or m part apphcable to all or any
portion of the Property and need not be umform in appheation to the Property Any amendment
made at a time when a Co-Declarant owns any Lots shall require the approval of the Co-
Declarant

Section 124  Approval of Litigation Except for any legal proceedings inttiated by the
Association to (1) enforce the use restrichions contamned in this Declaration, (11) enforce the

Associalion Rules, (i) enforce the Architectural Commuttee Rules, (1v) collecl any unpaid
Assessments levied pursuant to tlus Declaration, or (v) enforce a contract entered 1nto by the
Association with vendors providing services to the Association, the Association shall not mcur
hitigation expenses, including without limitation, altomneys’ fees and costs, where the Assoctation
mutiates legal proceedings or 1s jomed as a plamntiff m legal proceedings, without the prior
approval of a majority of the Members of the Association entitled to vote, excluding the vote of
any Owner who would be a defendant 1n such proceedings The costs of any legal proceedings
muitated by the Association which are not included 1n the above cxceptions shall be financed by
the Association only with monies that are collected for that purpose by special assessment and
the Association shall not borrow money, use reserve funds, or use momes collected for other
Associalion obligations  Each Owner shall notify prospective Purchasers of such legal
proceedings mitiated by the Board and not included 1n the above exceptions and must provide
such prospective Purchascrs with a copy of the notice recetved from the Association
accordance with Section 13 3 of thus Declaraton Nothing m this Section shall preclude the
Board from incurmng expenses for legal advice 1 the normal course of operating the Association
to (1) enforce the Project Documents, (1) comply with the statutes or regulations related to the
operation of the Association or the Areas of Association Responsibility; (1) amend the Project
Documents as provided in this Declaration, (1v) grant easements or convey Common Area as
provided 1n this Declaration, or (v) perform the oblhigations of the Associatior as provided 1o this
Declaration Subject fo the exceptions in the first sentence of this section, with respect to matters
wnvolving property or umprovements to property, the Association (or Board of Directors)
additionally shall not imihate legal proceedings or join as a plainhiff mn legal proceedings unless
(1) such property or improvement 1s owned either by the Association or jomtly by all Members
of the Association, (2) the Association has the mamntenance responsibility for such property or
improvemenis pursuant to this Declaration, or (3) the Owner who owns such property or
1mprovements consents 1n wnting to the Association imbiating or joining such legal proceeding

Section 125 Annexation of Additional Property Untit the later of (a) seven years
following recordation of this Declaration or (b) termwmation of the Class B Membership, the Co-
Declarants shall have the night from time to time, 1n their sole discretion, upon a unanimous vote
but without the consent of any person (other than consent of the owner of the property being

32

1020525 04/15171 0002

CILLMRATANT
Viu ¥ T WAL



annexed), to annex any real property that 1s adjacent to any real property that 1s then subject to
this Declaration, property shall be deemed adjacent 1f contiguous at any point or i1f separated
only by a street, alley, nght-of-way or easement Annexation shall be effective upon recordabon
by the Co-Declarants of a signed and acknowledged declaration of annexation with the County
Recorder of Mancopa County, Anzona stating that such adjacent real property has been annexed
to thzs Declaration, no consent or approval of such annexation by the Board of Directors or
Members of the Association shall be necessary for an annexation by the Co-Declarants Upon
annexation, the annexed real property shall have the same nights, pnvileges and obligations as
property ongmally subject to the ferms of thus Declaration, ncluding membershup 1 the
Association, except that such nighis, pnivileges and obligations shall not meclude maltters anising
or accrumng prior fo annexation, annual assessments shall be prorated for annexed property
through the date of annexation

Section 126 De-Annexation of Property  Subject to Section 14 4, the Co-Declarants
shall have the nght from time fo tume, 1n their sole discretion, upon a unammous vote but without
the consent of any person (other than consent of the owner of the property being de-annexed), to
delete from the Property and remove from the effect of this Declaration one or more portions of
the Property, provided, however, that a portion of the Property may not be deleted from this
Declaration unless at the fime of such deletton and removal no dwelling umits or matenal
Common Area improvements have been constructed thereon (unless the de-annexation 1s for the
purpose of accomplishing minor adjustments to the boundanies of Lots or the Property) No
deletion of Property shall occur 1f such deletion would act to termunaie access to any night-of-
way or utility line unless reasonable alternative provisions are made for such access No deletion
of Property shall affect the Assessment Licn on the deleted Property for Assessments accruing
prior 1o deletion Any delelion of Property hereunder shall be made by the Co-Declarants
recording a notice thereof

ARTICLE X1
CLAIM AND DISPUTE RESOLUTION/LEGAL ACTIONS

It 1s mlended that the Common Area, each Lot, and all Improvements constructed on the
Property by persons (“Developers”) in the business of constructing mmprovements will be
constructed i compliance with all applicable building codes and ordinances and that all
Improvements will be of a quality that 1s consistent with the good construction and development
practices mn the area where the Project 1s located for production housing sumilar fo that
constructed within the Project Nevertheless, due to the complex nature of construchon and the
subjectivity nvolved 1n evaluation such quality, disputes may arise as to-whether a defect exists
and the responsibility therefor It 1s intended that all disputes and claims regarding alleged
defects (“Alleged Defects”) in any Improvements on any Lot or Common Area will be resolved
amicably, without the necessity of fime-consumung and costly htigation  Accordmgly, all
Developers (including the Co- Declarants), the Association, the Board, and all Owners shall be
bound by the following claim resolution procedures

131 _Right to Cure Alleged Defect If a person or entity (“Claumant™) clamms,

contends, or alleges an Alleged Defect, each Developer shall have the night to ispect, repawr
and/or replace such Alleged Defect as set forth heremn

131 1 Notice of Alleped Defect If a Clairmant discovers an Alleged Defect,
within fifteen (15) days after discovery thereof, Claimant shall give wntten notice of the Alleged

33

1020525 04/15171-0002

L aATATT
Ve F W w vt

i



Defect (“Notice of Alleged Defect”) to the Developer constructing the Improvement with respect
to which the Alleged Defect relates ’

13 12 Right io Enter, Inspect, Repair and/or Replace Within a reasonable time
after the receipt by a Developer of a Notice of Alleged Defect, or the mdependent discovery of
any Alleged Defect by a Developer, Developer shall have the nght, upon reasonable notice to
Claimant and duning normal business hours, to enter onto or mto the Common Area, Areas of
Association Responsibility, any Lot or Residence, and/or any Improvements for the purposes of
mspeching and/or conducting testing and, 1f deemed necessary by Developer at 1ts sole discretion,
repairing and/or replacing such Alleged Defect In conducting such mspection, testing, repairs
and/or replacement, Developer shall be enfitled to take any actions as 1t shall deem reasonable
and necessary under the circomstances

132 No Additional Obligations, Irrevocability and Waiver of Right Nothing set forth

1n this Article shall be construed to impose any oblhigation on a Developer to mspect, test, reparr,
or replace any item or Alleged Defect for which such Developer 1s not otherwise obhgated under
applicable law or any warranty provided by such Developer 1n conneclion with the sale of the
Lots and Restdences and/or the Improvements constructed thereon The night reserved to
Developer (o enter, mspect, test, repair and/or replace an Alleged Defect shall be urevocable and
may not be warved or otherwise termnated with regard to a Developer except by a wrntten
document executed by such Developer and Recorded

133 legal Actions All legal actions imhiated by a Claimant shall be brought 1n
accordance with a subject to Section 13 4 and Sectron 12 4 of this Declaration If a Claimant
mutiates any legal action, cause of action, rcgulatory action, proceeding, reference, mediation, or
arbitration against a Developer alteging (1) damages for costs of repamnng Alleged Defect
(“Alleged Deflect Costs™), (2} for thc dimmufion m value of any real or personal property
resulting from snch Alleged Defect, or (3) for any consequential damages resulting ffom such
Alleged Defect, any judgment or award 1n connection therewsth shall first be used 1o correct and
or repair such Alleged Defect or to reimburse the Claimant for any costs actually mcwred by
such Claimant m correcting and/or rcpairing the Alleged Defect If the Association as a
Claimant recovers any funds from 2 Developer (or any other Person) to repair an Alleged Defect,
any excess funds remaining after repair of such Alleged Defect shall be pad 1 to the
Associafion’s reserve fund  If the Association 1s a Claimant, the Association must provide a
writen notice o all Members pnior to mmitiahion of any legal action, regulatory action, cause of
action, proceeding, reference, mediation or arbrtration agamst a Developer(s) which notice shall
mclude at a mmmum (1) a descoption of the Alleged Defect, (2} a description of the attempts of
the Developer(s) 1o comrect such Alleged Defect and the opportumties provided to the
Developer(s) to cormrect such Alleged Defect, (3) a certification from an architect or engineer
Iicensed 1n the State of Anizona that such Alleged Defect exists along with a description of the
scope of work necessary lo cure such Alleged Defect and a resume of such architect or engineer,
(4) the estimated Alleged Defect Costs, (5) the name and professional background of the attorney
retamed by the Association to pursue the claim against the Developer(s) and a desciption of the
relattonship between such attorney and member(s) of the Board or the Association’s
management company (if any), (6) a description of the fee arrangement between such attomey
and the Association, (7) the estumated altorneys’ fees and expert fees and cosis necessary to
pursue the claim against the Developer(s) and the source of the funds which wall be used to pay
such fees and expenses, (8) the estimated tume necessary to conclude the action agawnst the
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Developer(s), and (9} an affirmative statement from a majonty of the members of the Board that
the action 1s 1n the best 1nterests of the Associalion and 1ts Members

134 Alternatrve Dispute Resolufion Any dispute or ¢laim between or among (a) a
Developer (or its brokers, agents, consultants, coniractors, subcontractors, or employees) on the
one hand, and any Owner(s) or the Association on the other hand, or {b) any Owner and another
Owmer, or (c) the Association and any Owner regarding any controversy or claim between the
parties, including any claim based on contract, tort, or statute, ansing out of or relating to (1) the
nights or duties of the pariies under this Declaration, (11) the design or construction of any portion
of the Project, (m) or an Alleged Defect, but excluding disputes relating to the payment of any
type of Assessment (collectively a “Dispute”), shall be subject first to negotiation, then
mediation, and then arbitration as set forth n thas Section 13 4 pnior to any party to ihe Dispute
mstituting hitigation wiath regard to the Dispute

134 1 Negohation Each party to a Dispute shall make every reasonable effort to
meet 1 person and confer for the purpose of resolving a Dispute by good faith negotiation
Upon recept of a wntten request from any party to the Dispute, the Board may appomnt a
representative to assist the parties 1n resolving the dispule by negotiation, 1f in its discretion the
Board believes tts efforts will be beneficial to the parties and to the welfare of the commumty
Each parly to the Dispute shall bear their own attorneys’ fees and costs 1n connection with such
negotration

134 2 Mediation If the parties cannot resolve their Dispute pursuant to the
procedures described 1n Subsection 13 4 1 above within such time peniod as may be agreed upon
by such parties (the “Terminalion of Negotrations”), the party mstituting the Dispute (the
“Dnsputing Party””) shall have thurty (30) days after the termmation of negotiations within which
to submit the Dispute 1o mediation pursvant to the mediation procedures adopted by the
American Arbitration Association or any successor thereto or o any other independent entily
providing stmilar services upon which (he parties to the Dispute may mulually agree  No person
shall serve as a mediator i any Dispute 1n which such person has a financial or personal interest
1 the result of the mediation, except by the wnilen consent of all parttes to the Dispute Prior o
acceplng any appointment, the prospective mediator shall disclose any circumslances likely to
create a presumption of bias or to prevent a prompt commencement of the mediation process If
the Dispuhng Party does not submat the Dispute (0 mediation within thity days after
Terminatton of Negotiations, the Disputing Party shall be deemed to have waived any clauns
related to the Dispute and al] other parties to the Dispute shall be released and discharged from
any and all hability to the Dispuling Party on account of such Dispute, provided, nothing herein
shall release or discharge such parly or parties from any hability to Persons not a party to the
foregoing proceedings

13421 Position_Memoranda, Pre-Mediation _Conference Within
ten (10) days of the selection of the medhator, each party to the Dispute shall submut a brief
memorandum setting forth its pos:tion with regard to the 1ssues 1o be resolved The mediator
shall have the night to schedule a pre-mediation conference and all parties to the Dispute shall
attend unless otherwise agreed The mediation shall commence within ten (10) days following
submuttal of the memoranda to the mediator and shall conclude within fifteen (15) days from the
commencement of the mediation unless the parties to the Dispute mutually agree to extend the
mediation pertod The mediation shall be held 1n Mancopa County of such other place as 1s
mutually acceptable by the parties to the Dispute '
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13422 Conduct of Mediation The mediator has discretion to
conduct the mediation 1n the manner 12 which the mediator believes 18 most appropnate for
reaching a settlement of the Dispute The mediator 15 authonzed to conduct joint and separate
meetings with the parties to the Dispute and to make oral and wntten recommendations for
seftlement Whenever necessary, the mediator may also obtamn expert advice concemning
techmical aspects of the dispute, provided the parties to the Dispute agree to obtain and assume
the expenses of obtaimng such advice as provided in Subsectioni 13 425 below The mediator
does not have the authority to impose a settlement on any party to the Dispute

13423 Exclusion Agreement Any admussions, offers of
compromise or seftlement negotiations or communications at the mediation shall be excluded 1n
any subsequent dispute resolution forum

13424 Parties Permutted at Sesstons  Persons other than the
parties to the Dispute may attend mediation sessions only with the permission of all parties to the
Dispute and the consent of the mediator Confidential information disclosed to a mediator by the
parttes to the Dispute or by witnesses 1n the course of the mediation shall be kept confidential
There shall be no stenographic record of the mediation process

13425 Expenses of Mediattion The expenses of witnesses for
either side shall be paid by the party producmg such witnesses  All other cxpenses of the
mechation, ncluding, but not imited to, the fees and costs charged by the mediator and the
expenses of any witnesses or the cost of any proof of expert advice produced at the direct request
of the mediator, shall be borne equally by the parties to the Dispute unless agreed to otherwise
Each party to the Dispute shall bear thewr own atlorneys’ fees and costs 1 connection with such
mediation

13 43 Final and Binding Arbitration If the parties cannot resolve their Dispuie
pursnant to the procedures described in Subsection 13 4 2 above, the Disputing Party shall have
thurty (30) days following termunation of mediation procecdings (as determined by the medialor)
to submit the Dispute to final and binding arbitration 1n accordance with the Commercial
Arbiiration Rules of (he American Arbiiration Association, as modified or as otherwise provaded
m this Section 134 If the Disputing Parly does not submit the Dispute to arbrtrahon within
thirty days after termination of mediation proceedings, the Disputing Party shall be deemed to
have waived any claims related to the Dispute and all other parties to the Dispute shall be
teleased and discharped from any and all Lability to the Disputing Party on account of such
Dispute, provided, nothing herem shall release or discharge such party or parties from any
hiability to Persons not a party to the foregoing proceedings

The existing parties to the Dispute shall cooperate in good faith to ensure that ail
necessary and appropriate parties are included n the arbitration proceeding  No Developer shall
be required to participate m the arbitration proceeding if all parties against whom a Developer
would have necessary or permissive cross-clauns or counterclaims are not or cannot be joed in
the arbitration proceedings Subject to the hmitations imposed 1n this Section 13 4, the arbitrator
shall have the authonty to try all 1ssues, whether of fact or law

13431 Place The arbitration proceedings shall be hear m

Maricopa County

13432 Arbitraion A single arbitrator shall be selected 1n
accordance with the rules of the Amencan Arbifraton Association from panels maintained by
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the Amertcan Arbitration Assaciation with expenence 1n relevant matters which are the subject
of the Dispute The arbitrator shall not have any relationship to the parties or nterest in the
Project The pariies to the Dispute shall mect to select the arbitrator within ten (10) days after
service of the imtial complant on all defendants named therem

13433 Commencement and Tunmg of Proceeding The arbitrator
shall promptly commence the arbitration proceeding at the earliest convement date in hight of all

of the facts and circumstances and shall conduct the proceeding without undue delay

13434 Pre-heanng Conferences The arbitrator may require one
or more pre-hearing conferences
13435 Discovery The parties to the Dispute shall be cnlitled to

lumsted discovery only, consistmg of the exchange between the parties of the following matters
(1) witness hists, (11) expert witness designations, (u1) expert witness reports, (1v) extubuts, (v)
reports of testing or inspecttons of the property subject 1o the Dispute, 1ncluding but not limted
to, destructrve or mvasive teshng, and (vi) tnal bnefs The Developer shall also be entitled to
conduct further tests and nspections as provided n Section 13 1 above Any other discovery
shall be permutted by the arbitrator upon a showing of good cause or based on the mutual
agreement of the parties to the Dispute The arbitrator shall oversec discovery and may enforce
all discovery orders 1 the same manner as any tnal court judge

13436 Limtation on Remedies/Prolubition on the Award of
Pumtive Damages Notwithstanding contrary provisions of the Commercial Arbrtration Rules,
the arbitrator m any proceeding shall nol have the power to award pumlive or conscquential
damages, however, the arbirator shall have the power to grant all other legal and equitable
tremedies and award compensalory damages The arbilrator’s award may be enforced as
provided for mn the Uniform Arbitration Act, ARS § 12-1501, el seq, or such similar law
governing enforcement of awards 1n a trial court as 1s applicable m the junisdiction 1n which the
arbitration 15 held

13437 Motions The arbitrator shall have (he power to hear and
dispose of motions, ncluding motions to dismiss, mohons for judgment on the pleadings, and
summary judgment motions, 1 {he same manner as a tnal court judge, except the arbitrator shali
also have the power to adjudicate summary 1ssues of fact or law mcluding the avarlability of
remedies, whether or not the 1ssue adjudicated could dispose of an entire cause of action or
defense

13438 Expenses of Arbitration Each party to the Dispute shall
bear ali of 1ts own costs mcurred prior to and dunng the arbitration proceedmgs, imciuding the
fees and costs of 1ts attorneys or other representatives, discovery costs, and expenses of witnesses
produced by such party Each party 1o the Dispute shall share equally all charged rendered by
the arbitrator unless otherwise agreed Lo by the parties

135 Statnfes of Limitations Nothung m this Article shall be considered to toll, stay, or
extend any applicable statute of limtations

136 Enforcement of Resolution If the parties to a Dispute resolve such Dispute
through negotiation or mediation 1n accordance with Subsechon 13 41 or Subsection 1342
above, and any party thereafter fails to abide by the terms of such negotiation or medsation, or 1f
an arbitration award 1s made m accordance with Subsection 13 4 3 and any party to the Dispute
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thereafter fails to comply with such resolution or award, then the other party to the Dispute may
file smt or mtiate administrative proceedings to enforce the terms of such negotiation,
mediation, or award without the need to agamn comply with the procedures set forth n this
Arlicle In such event, the party taking action to enforce the terms of the negottation, mediation,
or the award shall be entitled to recover from the non-complying party (or if more than one non-
complying party, from all such parties pro rata), all costs incurred to enforce the terms of the
negotiation, mediation or award including, without lumitation, attorneys fees and court costs

ARTICLE XTIV
GENERAL PROVISION

Section 141 Seversbihity Judicial mnvalidation of any parl of tlus Declaration shall not
affect the validity of any other provisions

Section 142 Construchion The Article and Section headings have been inserted for
convenience only and shall not be considered 1n resolving questions of mterpretation or
construction  All terms and words used mn thrs Declaration regardless of the number and gender
1 which they are used shall be deemed and construed to mclude anty other number, and any other
gender, as the context or sense requires In the event of any conflict or inconsistency between
this Declaration, the Articles, and/or the Bylaws, the provisions of this Declaration shall control
over the provision of the Articles and the Bylaws and the provisions of the Articles shall prevail
over the provisions of the Bylaws

Section 143 Notices Any notice permutted or required to be delivered as provided
herein may be delivered either personally or by mail, postage prepaid, 1f to an Owner, addressed
to that Owner at the address of the Owner’s Lot or if to the Architectural Commuttee, addressed
to that Commulttee at the normal busmness address If notice 1s sent by mail, 1t shajl be deemed to
have been delivered twenty-four (24) hours after a copy of the same has been deposited m the
Unuted States mail, postage pre-paid If personally delivered, notice shall be effective on receipt
Notwithstanding the foregoing, 1f apphication for approval, plans, specifications and any other
communication or documents shall not be deemed to have been submutted to the Archtectural
Commuttee, unless actually recerved by said Comnutice  Any vote, election, consent or approval
of any nature by the Owners or the Board of Directors, whether hereunder or for any other
purpose, may, 1 the discretion of the Board of Directors and i lieu of a meeting of members, be
held by a mail-1n ballot process pursnant to such reasonable rules as the Board may specify

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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Section 144 VA/HUD Approvals If the Project or this Declaration has been wntially
approved by the Veterans Administration (“VA”) or the Umited States Department of Housing
and Urban Development (“HUD"), then so long as there 15 a Class B membership in the
Association, the following actions will require the pnor approval of the VA or HUD annexalion
of any additional properties, dedication of Common Area, and amendment of the Declaration
HUD or VA approval of an action requiring such approval shall be deemed given 1f (2)

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK.]
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application for approval 1s made 1n writing together with wniten certificaton complying with
HUD/VA guidehnes stating that the Property, mcluding the Declaration and other Association
documents, will continue to comply with apphcable HUD/VA requirements and (b) HUD and/or
VA does not remove the Property from 1is list of approved projects or otherwise object to the
application within thurty days following such application

Section 145 Co-Declarant _Approvals ~ Notwithstanding anything heremn to  the
conirary, at any Lime that a provision 1n this Declaration calls for, anticipates, permits or requires
a decision, approval or simlar determunation {a “Decision”) by Co-Declarants, then uniess this
Declaration expressly requires the unamimous vote or approval of all the Co-Declarants, a
Decision made by the Co-Declarants then owming a majority of all the Lots then owned by all the
Co-Declarants shall be deemed to be the Decision of all the Co-Declarants

IN WITNESS WHEREQF, the Co-Declarants have executed thns Declaration thus E
day of August, 2002

CO-DECLARANTS
FORTIS REAL ESTATE INVESTMENTS,

LLC, an Anzona lumted hability company

By
Its V!
~_

THE RYLAND GROUP, INC , Inc, a
Maryland corporation

By
Its
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STATE OF ARIZONA

County of Mancopa

Acknowledged before me thus ME‘ day of August, 2002, by F%/’l?/ﬁ ESTATE
Y

INVJ?'I’MENTS LC, an Anzona lmited liability company, by

)
)
)

SS

1020525 04/15121 0002
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SHEA HOMES LIMITED PARTNERSHIP,
a Califorma hmited partnership

By JF Shea Co, Inc, a Nevada
corporation, its general pariner

By
Its

By
Its

JOURNEY BUILDERS, LLC, an Anzona
hmuted Liabilily company

By
Its

5 118

St /%Bﬂw

Notary Public

30, 2006
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application for approval 1s made m wntmg together with written certificatton complying wath
HUD/VA guidelines stating that the Property, including the Declaration and other Association
documents, will continue to comply with apphicable HUD/V A requirements and (b} HUD and/or
VA does not remove the Property from 1ts list of approved projects or otherwise object to the
apphcation within thirty days following such application

Section 14 5 Co-Declarant Approvals ~ Notwithstanding anything heremn to the
contrary, at any time that a provision 1n this Declaration calls for, anticipates, permits or requires
a decision, approval or sumilar determunation (a “Decision”) by Co-Declarants, then unless this
Declaration expressly requires the unammous vote or approval of all the Co-Declarants, a
Decision made by the Co-Declarants then owning a majonty of all the Lots then owned by all the
Co-Declarants shall be deemed to be the Decision of all the Co-Declarants

"
IN WITNESS WHEREOF, the Co-Declarants have execuled this Declaration this E

day of August, 2002
CO-DECLARANTS
FORTIS REAL ESTATE INVESTMENTS,

LLC, an Anzona limited hability company

By
Its

I1HE RYLAND GROUP,INC , Inc, a
Maryland corporation

By WW% Y

Its e &
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STATE OF ARIZONA )
) ss
County of Mancopa )

Acknowledged before me this | 551 day of August, 2002, by THE RYLAND GROUP,
INC , a Maryland corporation, by Re) he efwilosS , its 0Rradyaral U B

W . Mvg4

Notary Pubhec

My commission expires
Ll!b!n S

STATE OF ARIZONA )

) ss
County of Maricopa )

Aclnowledged before me this day of August, 2002, by SHEA HOMES LIMITED
PARTNERSHIP, a Cahformia limited partnershup, by JF Shea Co, Inc, a Nevada corporation,
1s general partner, by , s , and by

_, s
Notary Public
My commuission expires
STATE OF ARIZONA )}
) ss
County of Manicopa )

Acknowledged before me thus day of August, 2002, by JOURNEY BUILDERS,

ILC, an Anzona lmmted lialahty company, by , s
Notary Public

My commission expires
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STATE OF ARIZONA

1020525 04/15171-0002

OSSR

My Comm, Expires Jan 19

MARLA S MURRAY
ROTARY PUBLIC - Amons

MARICOPA COUNTY

a1

SHEA HOMES LIMITED PARTNERSHIP,
a California limted partnership

ByJF Shea Co, Inc, a Nevada
corporation, 1is general partner

By =
Its %ﬂ.@bﬂmy

=

By / i
Its \iéf‘;{- ,MJ«:MM\

JOURNEY BUILDERS, LLC, an Anzona
Iimited liability company

By
Its

i -
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STATE OF ARIZONA }

) ss
County of Maricopa )
Acknowledged before me llus day of Augusl, 2002, by THE RYLAND GROUP,
INC, a Maryland corporation, by , its

Nolary Public
My commussion expires

STATE OF ARIZONA )
) ss
County of Mancopa )

Acknowledged before me this l'-f“\ day of Auguslt, 2002, by SHEA HOMES LIMITED
PARTNERSHIP, a Califorma limted paripgrshup, by J F Shea Co, Inc, a Nevada corporation,
its gencral pariner, by s 3 NGl , and by

e Yace , s

My commussion expires
.{"l-":_""l
XY 94X

)
)ss
County of Mancopa )
Acknowledged before me this day of August, 2002, by JOURNEY BUILDERS,
LI.C, an Anzona limted habilily company, by , s

Notary Public
My commuission expires
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STATE OF ARIZONA )
) ss
County of Maricopa )
Acknowledged before me ttus day of August, 2002, by FORTIS REAL ESTATE
INVESTMENTS, LLC, an Anzona DImmited hability company, by , its

My commussion expires

1020525 04/15171-0002
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SHEA HOMES LIMITED PARTNERSHIP,
a Cahifornra hmited partnership

ByJF SheaCo, Inc, a Nevada
corporalion, 11s general partner

By
Its

By
Its

JOURNEY BUILDERS, LLC, an Anizona
hmited lrabilily company

By /E’\ PMM“]’
Hs | PRESLDEAA

Notary Public



STATE OF ARIZONA )

) ss
County of Mancopa )
Acknowledged before me this day of August, 2002, by THE RYLAND GROUP,
INC, a Maryland corporation, by L 1S
Notary Public
My commussion expires
STATE OF ARIZONA )
) 58
County of Manicopa }

Acknowledged before me this day of August, 2002, by SHEA HOMES LIMITED
PARTNERSHIP, a Califormia limited partnership, by J F Shea Co , Inc, a Nevada corporation,
its general partner, by , HS , and by

, 1its
Notary Public

My commussion expires

STATE OF ARIZONA )
)ss
County of Mancopa )

Acknowledged before me this Hy\ day of August, 2002, by, JO Y BUILDERS,
LLC, ., an A.lﬁgna hmited  habiity  company, by n ¥ Momef s
Yot dins - l

My commuission expires

%&i 20 2000
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Iegal Description



August 14, 2002

LEGAL DESCRIPTION FOR
SIERRA MONTANA
HOMEOWNERS ASSOCIATION

That part of Section 10, Township 3 North, Range 2 West, and also that part of Section 11,
Township 3 North, Range 2 West, the Gila and Salt River Mendian, Maricopa County, Anzona,
more pariicularly described as follows

Beginning at the North Quarter Cormner of said Section 11,

Thence North 89°43'39" East, along the Norih line of {he Northeast Quarter of said Section 11, a
dhstance of 1,897 34 feet,

Thence South 00°09'14" East, a distance of 1,204 09 feel,
Thence North 89°43'39" Bast, a distance of 689 52 feet,
Thence North 89°50°46™ East a distance of 55 00 feet,
Thence South 00°09'14" Easl, a distance of 374 55 feet,
Thence South 89°38'48" West, a distance ol 414 23 feet,
Thence South 00°21'12" East, a distance of 256 88 feet,

Thence South 54°40'03" West, a distance of 510 57 fect to a point on a 1,050 00 foot radius non-
tangent curve, whose center bears North 44°01'03" East,

Thence Southeasterly, along said curve, through a central angle of 44°10'17", a distance of
809 48 feel,

Thence North 89°50'46" East, a distance of 24 01 feet,

Thence North 44°50'46" East, a dislance of 28 28 feet to a point on a lme that’s paralle] with and
55 00 feet westerly, as measured at right angles, from the East Iine of the Northeast Quarter of
said Section 11;

Thence North 00°09'14" West, along sad parallel line, a distance of 829 16 feet,

Thence North 89°38'48" East, a distance of 55 00 feet to a point on the East line of the Northeast
Quarter of said Section 11,

Thence South 00°09'14" East, along said East line, a distance of 1,003 80 feet to 2 pownt on the
South line of the Northeast Quarter of saxd Section 11,

Thence Soulh 89°34'14" West, along saxd South hne, a distance of 1,982 38 feet,

Thence South 00°09'12" East, a distance of 2,642 57 feet to a pomt on the South Line of the
Southeast Quarter of said Section 11,
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Legal Description for
Sterra Montana
Homeowners Association
August 14, 2002

Thence South 89°27'43" West, along said South line, a distance of 660 87 feet to the South hine
of the Southwest Quarter of saxd Sechion 11,

Thence South 89°28'12" West, along said South lne, a distance of 2,644 29 feet to a pomnt on the
West line of the Southwest Quarter of said Section 11, said line being common with the East line
of the Southeast Quarter of sazd Section 10,

Thence North 00°07'16" West, along said common line, a distance of 2,649 68 feet to a point on
the South Iine of the Northeast Quarter of saxd Section 10,

Thence South 89°20'36" West, along said South line, a distance of 2,642 31 feet to a point on the
South line of the Northwest Quarter of sard Section 10,

Thence South 89°22'14" West, along smd South line, a distance of 1,318 73 feet to a point on a
779 38 foot radius non-tangent curve, whose center bears North 85°40"54" West,

Thence Northwesterly, along said curve, through a central angle of 22°50'12", a distance of
310 64 feet,

Thence North 18°31'05" West, a distance of 409 49 feet to a point ona 1,360 01 foot radius non-
tangent curve, whosc center bears North 71°28'54" East,

Thence Northwesterly, along said curve, through a central angle of 10°33'10", a distance of
250 49 feet,

Thence North 07°57'56" West, a distance of 1,028 39 feet to the beginning of a tangent curve of
1,249 48-foot radius, concave Easterly,

Thence Northerly, along said curve, through a central angle of 15°53'07", a distance of 346 42
feet,

" Thence North 07°55'11" Bast, a distance of 339 35 feei to a point on the North line of the
Northwest Quarter of said Section 10,

Thence North 89°14'23" East, along said North line, a distance of 1,631 45 feet to a pomnt on the
North Iine of the Northeast Quarter of sad Section 10,

Thence North 89°13'11" BEast, along said Norih line, a distance of 2,645 60 feet to a pomnt on the
North line of the Northwest Quarter of said Section 11,

Thence North 89°43'38" East, along said North line, a distance of 2,642 36 feet to the Point of
Beginning
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Legal Descniption for
Srerra Montana
Homeowners Associalion
August 14, 2002

Contaming 745 553 Acres, more or less

EXCEPTING THEREFROM, THE FOLLOWING DESCRIBED PARCELS
BEXCEPTION #1, PROPOSED PARCEL 22
Commencing at the North Quarter Comer of said Section 11,

Thence North 89°43'39" East, along the North Iine of the Northeast Quarter of sard Section 11, a
distance of 853 43 feet,

Thence South 00°16"21" East, a distance of 116 79 feet 1o the beginming of a tangent curve of
600 00 foot radius, concave Northweslerly,

Thence Southwesterly, along said curve, through a central angle of 41°20'00", a distance of
432 84 feet,

Thence South 41°03'39" West, a distance of 374 02 feel to the beginnimg of a {angent curve of
1,000 00-foot radius, concave Northweslerly,

Thence Southwesierly, along said curve, through a central angle of 15°36'34", a distance of
272 44 feel,

Thence South 56°40'14" West, a dislance of 592 06 feet to the beginming of a tangent curve of
2,000 00-foot radius, concave Scutheasterly,

Thence Southwesterly, along said curve, through a central angle of 13°26'27", a distance of
469 18 feet,

Thence South 43°13'47" West, a distance of 166 59 feet,

Thence North 46°46'13" West, a distance of 377 73 feet to the beginming of a fangent curve of
800 00-foot radius, concave Southwesterly,

Thence Northwesterly, along said curve, through a central angle of 43°34'08", a distance of
608 34 feet,

Thence South 89°39'38" West, a distance of 153 81 feet,

Thence South 00°00'00" East, a distance of 30 00 feet to the True Point of Beginning,
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Legal Descnption for
Sierra Montana
Homeowners Association
August 14, 2002

Thence South 00°00°00" East, a distance of 752 00 feet,
Thence South 90°00'00" West, a distance of 872 00 feet,

Thence North 00°00'00" East, a distance of 622 96 fect to the beginming of a tangent curve of
1,038 88 foot radius, concave Westerly,

Thence Northerly, along said curve, through a central angle of 05°26'47", a distance of 98 75
feet,

Thence North 39°38'14" East, a distance of 28 24 feet to a point on a 970 00 foot radius non-
tanpent curve, whose center bears South 05°16'45" East,

Thence Easterly, along said curve, through a central angle of 04°56'23", a distance of 83 63 feet,
Thence North 89°39'38" East, a distance of 775 19 feet to the True Point of Beginning

Contamning 15 000 Acres, more or less

EXCEPTION #2, PROPOSED PARK SITE
Commencing at the North Quarter Corner of said Scetion 11,

Thence North 89°43'39" East, along the North line of the Northeast Quarter of said Section 11, a
distance of 853 43 feet,

Thence South 40°16'21" East, a distance of 116 79 feet to the beginning of a tangent curve of
600 00 foot radius, concave Northwesterly,

Thence Southwesterly, along said ¢urve, through a central angle of 41°20'00", a distance of
432 84 feet,

Thence South 41°03'39" West, a distance of 374 02 feet to the beginming of a tangent curve of
1,000 00 foot radius, concave Northwesterly,

Thence Southwesterly, along said curve, through a centtal angle of 15°36'34", a distance of
272 44 feet,

Thence South 56°40'14" West, a distance of 592 06 feet to the beginming of a tangent curve of
2,000 00-foot radus, concave Southeasterly;

Theénce Southwesterly, along said curve, through a central angle of 13°26'27", a distance of
469 18 feet,
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Legal Description for

Sierma Montana

Homeowners Association

August 14, 2002

Thence South 43°13'47" West, a distance of 166 59 feet,

Thence North 46°46'13" West, a distance of 377 73 f{eet to the beginmng of 2 tangent curve of
800 00-foot radius, concave Southwesterly;

Thence Northwesterly, along said curve, through a central angle of 43°34'08", a distance of
608 34 feet,

Thence South 89°39"38" West, a distance of 153 81 feet,
Thence South 00°00'00" East, a distance of 782 00 feet to the True Point of Beginmng,
Thence South 00°00'00" East, a distance of 629 28 feet,

Thence North 77°41'51" West, a distance of 513 95 feet to the beginning of a tangent curve of
470 00 foot radius, concave Northeasterly,

Thence Northwesterly, along said curve, through a cenlral angle of 77°41'51", a distance of
637 36 feet,

Thence North 00°00'00" East, a distance of 60 57 fec,
Thence North 90°00'00" East, a distance of 872 00 feet to the True Potnt of Beginnmg

Contamung 10 048 Acres, more or less

EXCEPTION #3, PROPOSED PARCEL 13
Commencing at the North Quarter Comer of said Section 11,

Thence North 89°43'39" East, along the North Iine of the Northeast Quarter of said Section 11, a
distance of 853 43 feet,

Thence South 00°16'21" East, a distance of 116 79 feet to the beginning of a tangent curve of
600 00 foot radius, concave Northwesterly,

Thence Southwesterly, along said curve, through a central angle of 41°20°00", a distance of
432 84 fegt,

Thence South 41°03'39" West, a distance of 374 02 feet 1o the beginmuing of a tangent curve of
1,000 00-foot radius, concave Northwesterly,
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Legal Description for
Siesra Montana
Homeowners Association
August 14, 2002

Thence Southwesterly, along said curve, through 2 central angle of 15°36'34", a distance of
272 44 feet,

Thence South 56°40'14" West, a distance of 592 06 fect to the beginmng of a tangent curve of
2,000 00 foot radus, concave Southeasterly;

Thence Southwesterly, along said curve, through a central angle of 13°26'27", a distance of
469 18 feet,

Thence South 43°13'47" West, a distance of 166 59 feet to the beginming of a tangent curve of
1,700 00 foot radius, concave Southeasterly,

Thence Scuthwesterly, along said curve, through a central angle of 15°49'51", a distance of
469 71 feet,

Thence North 62°36'04" West, a distance of 30 00 feet to the Truec Pomit of Beginning,

Thence North 62°36'04" West, a distance of 227 98 feet,
Thence North 00°00'00" East, a distance of 442 46 feel,

Thence North 32°43'41" East, a distance of 171 73 feet to a pomt on a 770 00 foot radius non-
tangent curve, whose center bears South 32°43'4 1" West,

Thence Southeasterly, along said curve, through a central angle of 10°30°05", a distance of
141 13 feet,

Thence South 46°46'13" East, a distance of 327 87 feet,

Thence South 02°35'54" East, a distance of 28 69 feet to a pomnt on a 1,730 00 foot radius non-
tangent curve, whose center bears South 48°25'35" East,

Thence Southwesterly, along smd curve, through a central angle of 14°10'30", a distance of
428 00 feet to the True Point of Beginning

Contaning 4 389 Acres, more or less

CONTAINING 716 116 NET ACRES, MINUS EXCEPTIONS, MORE OR LESS
e
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OFFICLAL RECORDS OF
MARICOPA COUNTY RECORDER

HELEN PURCELL
When recorded return to: 2004076108 (024872004 08:24
‘Taylor Woodrow/Arizona, Inc. TROKIC RECORDING
6720 North Scottsdale Road, Suite 390
Scottsdale, Arizona 85253

Atin: Lynne M. Dugan

AMENDMENT TO DECLARATION OF COVENANTS, _
CONDITIONS AND RESTRICTIONS FOR SIERRA MONTANA

This Amendment to Declaration of Covenants, Conditions and Restrictions for Sierra
Montafia (“Amendment”) is made effective as of the 17 day of March, 2004 and amends that
certain Declaration of Covenants, Conditions, and Restrictions for Siera Montafla
(“Declaration) recorded at Maricopa County, Arizona instrument no. 2002-0834473. This
Amendment is entered into by the undersigned, who are (a) Owners of at least two thirds of the
Lots and (b) all of the Co-Declarants. The undersigned hereby elect to amend the Declaration

. pursuant to Section 12.3 thereof as follows:

1. Section 5.5 of the Declaration is amended by adding a new part (C) to Section 5.5
reading as follows:

“(C) No truck, mobile home, travel trailer, tent trailer, trailer, camper shell,
detached camper, recreational vehicle, boat trailer or other similar equipment or other
motor vehicle of any kind shall be parked, kept or maintained on any Lot or on the
Common Area except for (i) motor vehicles which do not exceed 258 inches in length, 75
inches in height and 84 inches in width, (ii) motor vehicles which are owned by any guest
or invitee of any Owner or tenant and which are parked on a Lot only during such time as
the guest or invitee is visiting the Owner or tenant but in no event shall such a motor
vehicle be parked on a Lot for more than seven (7) days during any six (6) month period
of time. No vehicle described in this subsection shall be permitted to park in the rear or
side yard of any Lot so as to be Visible from Neighboring Property or Common Area,”

2. Atticle V of the Declaration is hereby amended by adding a new Section 5.23
reading as follows:

“5.23 Waivers. The Architectural Committee may issue a waiver from any
restriction in this Article V as to any Lot or Parcel upon the Architectural Committee
determining that such waiver will not have a substantial adverse effect on the velue or
desirability of any Lot or Parcel adjacent to the Lot or Parcel for which the waiver is
issued. Any such waiver may be limited in duration or conditioned on other events.
Notwithstending the foregoing, Declarant (so long as Declarant is the owner of any
portion of the Property) or the Board shall have the right to issue a waiver of any or all
restrictions in ‘this Declaration to any Lot or Parcel that is Exempt Property, which
waiver shall be effective so long as the Lot or Parcel maintains its status as Exempt

Propcrty -"




3. Section 4.3(H) of the Declaration is hereby amended to read as follows:

(H) Notwithstanding anything herein to the contrary, the annual assessment
and any special assessment. for any Lot within the portions of the Property commonly
referred to as Parcel 7 shall be fifty percent (50%) of the annual assessment or special
assessmeni otherwise generally applicable to the Lots within the Project during any
period of time that Lots within Parcel 7 are subject to a neighborhood assessment
pursuant to Section 4.15 of this Declaration,

4. Section 14.4 of the Declaration is hereby deleted.

5. Except as stated herein, the Declaration shall continue in full force and effect.
This Amendment may be executed in counterparts, each of which shall be deemed an original,
with the same force and effect as if all signatures were appended to on instrument. Capitalized
terms used in this Amendment without definition shall have the meanings stated in the
Declaration. Taylor Woodrow/Arizona, Inc. hereby certifies, covenants and represents that (a) a
copy of this Amendment was delivered to VA and HUD offices with a request for approval
thereof pursuant to Section 14.4 of the Declaration on or prior to the date of recordation of this
Amendment and that (b) Taylor Woodrow/Arizona, Inc. will record a notice within forty-five
days following the date of recordation of this Amendment if VA and/or HUD object to this
Amendment or remove the Project from its list of approved projects. Pursuant to the
immediately preceding sentence and Section 14.4 of the Declaration, this Amendment shall not
take effect until forty six days following the date of recordation of this Amendment and shall not
take effect on such date if Taylor/Woodrow/Arizona, Inc. has recorded the notice described in
the preceding sentence.

In witness whereof, the undersigned have placed their signatures.

SIGNTURES APPEAR ON THE FOLLOWING PAGE



TAYLOR WOODROW/ARIZONA, INC,,
an Arizona corporation

Thomas K. Blake, Jr.
Its: Vice President Land Acquisition

STATE OF ARIZONA )
) ss.
County of Maricopa )

This instrument was acknowledged before me this ‘ 14 day of MW“"TZOM by
Thomas R. Blake, Jr., the Vice President of Taylor Woodrow/Arizona, Inc., an Arizona
corporation, for and on behalf of the corporation.

, DUGAN
NtiYal;‘yNPEumic - Arizena

M
Gtary \Résd B g,

THE RYLAND GROUP, INC,,
a Maryland corporation

Its:' ?”/AM 7.7,

STATE OF ARIZONA )

County of Maricopa )

A

This instrument was acknowledged before me this 1o} day of NLQ (0 Jg , 2004 by
aQ b-&r ¥ W .CxO 58, the ég‘)ﬁ AP of The Ryland Group, Inc_, a Maryland

corporation, for and on behalf of'the corporation.

A}

Notary Public

LI - STATE OF AREZONA
COPA COUNTY




Shea Homes Limited Parfnership,
a California limited partnership

By:  LF.Shea LLC,
a Delaware Hmited liability company
doing business in the State of Arizona
as J.F. Shea I LLC, its general partmer

By: AAA & 7 UL

STATE OF ARIZONA )
} ss.
County of Maricopa )

This instrument was acknowledged before me this /7 1k‘-:iay of %// ULyt ~, 2004 by
{on brrars  and Tuman , the AYA See.  and _ASH See..
respectively of Shea Homes Limited Partniership, a California limited partnership by J. F. Shea I
LLC, its general partner,

R %MM, () lash—

4 ublic + Stale of Arizena otar Pubhc
w;f{./ ICOPA COUNTY Y

=2 My comm. oxglies Mar 13, 2005




BEAZER HOMES HOLDING CORP.,
A Delaware corporation

STATE OF ARIZONA )

) ss.
County of Maricopa )
This instrument was acknowledged before me this / 7%day of FUN UMY~ 2004 by
Cony h/)l/} Yorrisen of Beazer Homes Holding Corp., a Délaware corporation,
for and 6n behalf of the corporation.

OFFICIAL SEAL
e\ MINDY E. HIMMEL
g} NOTARY PUBEIC - Stata of Arfzona
y MARICOPA GOUNTY.

My Comm. Explres Sept. 7, 2007 W 6W

Notary Seal/Stamp Notary Pubfit




CANTERRA AT SI.ERRA MONTANAT, LLC,
an Arizona limite comparny

Its: o amren, U

STATE OF ARIZONA )
) ss.
County of Maricopa )

é’lhﬁs inszﬁent was acknowécdged before me this 26 4~ dayof WM , 2004 by

of Canterra at Sierra Montana 1, LLC, Ifc., an Arizona
limited liability company, for and on behalf of the corporation,

Soo b M/

Notary Public

Ty SIACI A MASCETT]
\a Noicy Puntio - Arizona
Jal  Maicopa County

,.“-I' ‘." MYCO*TxrnII.IItDn E)up[m




MILLER FAMILY HOMES, LLC.,
An Arizona limited liability company

STATE OF ARIZONA )

) ss.
County of Maricopa )}
This instrument was acknowledged before me this ]8 day of \g’?—b : , 2004 by
—anee K. MUexr of Miller Family Homes, LLC., an Arizona limited

liability company, for and on behalf of the corporation.

A
KBULV) a @p S
Notary Seal/Stamp Notary Public

OFFICIAL BEAL
DIANA OLSON
Notary Pubric- State of Arzont

B/ MARICOPA COUNTY
My Comm. Eixgires Oct. 16, 2004




MONTALBANO HOMES OF ARIZONA, INC,,

an 5:: na corporation
By} Q

o
Its: 2.0.0,

STATE OF ARIZONA )
} ss.
County of Maricopa )

This instrument was acknowledged before me this }9 day of Felrua ]g}ig , 2004 by
Mok Malonf of Montalbano Homes of Arizona, Inc.,/an Arizona
corporation, for and on behalf of the corporation.

OFFICIAL SEAL 0
STACIE K. SMAL

wary Public - Stale of
NotaY ARICOPA COUNTY
Commislon #221678

iy Corm. Expires May 31, 2008 T Ky
Notary Seal/Stamp Notary Public

Sterens kK Symadd




SANTA ANNA CONSTRUCTION, INC.,
an Arizona corporation

By:

Its: \ fR.'&srl)fw\-’ T/

STATE OF ARIZONA )
) ss.
Couaty of Maricopa )

U @rgA of Santa Anna Construction, Inc., an Aridona corporation,

for and on behalf-e¥ the corporation. ;
‘ ¢ MARK PARRONE
& Notary Public = Arizona
! &/ Maricopa County ;
s “Explres 04/30/06 \ \/] I

Notary Seal/Stamp Notary Public

’1‘&}5 il?;gruinent was acknowledged before me this / E day of ‘LQPW’(,W’\ , 2004 by
on




SCOTT HOMES I, L.L.g).,

an Arizona limited liability company
. ScoTT MAvaserment ComfWY?,
’ ﬁtfzcw’ﬁ CorfPRA TN

T Mk

By:

A ﬁ

s

STATE OF ARIZONA )
) ss.
)

County of Maricopa

L st
This instriffient was acknowledged betj:lgme this_1° dayof Magehe 2004 by
Steven_ S, Bobson cott Homes II, L.L.C., an Arizona limited Lability

company, for and on behalf of the eerpesatien. bamste A lunb, i e &

, OFFICIAL SEAL
2\ DIANE B. SCHRANTZ
E] NOTARY RIBLIC - Btat of Azona

AT OPA COUNTY S
1 “ My Comm. Bxplres Oct. 15, 2005 . .
Notary Seal/Stamp Notary Public % S

an Anzena c'/?:wﬁvh,

¥ the lms.bn* o Scott Moraqemeat Company
in ats "’f"’“’{—f oLs 'I'l‘\c/l/?MnT(r of
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. 4Z; CORP COMM....
FILED

N 2 2 2003 ARTICLES OF INCORPORATION
= OF
?gi’a—zm%?§— SIERRA MONTANA HOMEOWNERS ASSOCJATION,
4 ? ‘ an Arizens nonprofit corporation
¢ undérsigned hereby voluntarily set forth the following statements for the purpose of
forming a non-profit corporation uader and pursnant to the laws of the State of Arizona, and for that
purpose hereby adopt these Articles of [ncorpotation.

ARTICLE I
NAME

The name of the corporation is Sierra Montana Homeowners Association (the "Association").

ARTICLE U
DURATION

The Association shall exist perpetually.

ARTICLE Il
PURPOSE OF THE ASSOCIATION

The object and purpose for which this Association is organized is to provide for the
management, maintenance, operation, replacement and repair of the Common Area and to perform all
duties and exercise all rights imposed on or granted to the Association by the Project Documents. In
furtherance of and in order to accomplish the foregoing object and purpose, the Association may
transact any or all-lawful business for which nonprofit corporations may be incorporated uuder federal
and state law.

ARTICLE IV
CHARACTER OF BUSINESS

The character of the business which the Association intends to conduct in Arizona is to provide
for the management, maintenance, operation, replacement and repair of the Common Area and to
exercise and perform such other powers and duties as are imposed on or graated to the Association by
the Project Documents.

ARTICLE V
STATUTORY AGENT

N. Kelly House, whose address is 6710 North Scottsdale Road, Suite 100, Scottsdale, Arizona
85253 and who has been a bona fide resident of the Siate of Arizona for more than three (3) years last
past, is hereby appointed and designated as the initial statutory agent for the Association.



ARTICLE VI
BO. OF DIRECTORS

The number of Directors constituting the initial Board of Directors shall be five (5). The names
and addresses of the initial Directors of the Association who shall serve until the first annual meeting
of the membeérs or until their successors are elected and qualified are as follows:

Name Mailing Address

N. Kelly House 6710 North Scottsdale Road
Suite 100
Scottsdale, AZ 85253

Scott Menard 6710 North Scotisdale Road
Suite 100
Scottsdale, AZ §5253

Lynne Dugan 6710 North Scottsdale Road
Suite 100
Scottsdale, AZ 85253

David Garcia 8800 North Gainey Drive
Suite 350
Scottsdale, AZ 85258

Michael Lanata 637 South 48" Street
Suite 203 .
Tempe, AZ 85281

ARTICLE VI
INCORPORATOR

The name and address of the incorporator of the Association is N. Kelly House, 6710 North
Scottsdale Road, Suite 100, Scottsdale, AZ 85253,

ARTICLE Vil
LIMITATION ON LIABILITY QF DIRECTORS

To the fullest extent allowable under federal and state law, no Director of the Association shall
be personally liable to the Associution or its members for monetary damages for breach of fiduciary
duty as a Director, except liability for any of the following:



(i) Any breach of the Director’s duty of loyalty to the Associstion or its members;

(ii) Acts or omissions which are not in good faith and which involve intentional
misconduct or a knowing violation of law;

(iif) A violation of state law prohibitions regarding issuance of shares of stock,
payments of dividends, ar distributions of income or profit;

(iv) Any transaction from which the Director derived an improper personal benefit;

(V) A violation of state laws regarding transactions with the Director that are void or
voidable because of conflicts of interest.

ARTICLE IX
KNQ PLACE OF BUSINESS

The known place of business of the Association shall be located at 6710 North North Scottsdale
Road, Suite 100, Scottsdale, AZ 85253.

ARTICLE X
MEMBERSHIP AND VOTING RIGHTS

Membership in the Association shall be limited to Owners of Lots, Each Owner shall have
such rights, privileges and votes in the Association as are set forth in the Project Documents. Every
person or entity who is a record owner of any Lot is entitled to membership and voting rights in the
Association. Membership is appurtenant to, and inseparable from, ownership of a Lot.

ARTICLE X1
BYLAWS

The Board of Directors shall adopt the initial Bylaws of the Association. The power to alter,
amend or repeal, the Bylaws is reserved to the Members except that the Board, without & vote of the
Members, may amend the Bylaws in order to conform the Bylaws to the requirements or guidelines of
the Federnl National Mortgage Association, the Federal Home Loan Mortgage Corporation, the Federal
Housing Administration, the Veterans Administration or any federal, state or local governmental
agency whose approvel of the Project, the Plat or the Project Documents is required by law or
requested by the Declarant. So long as there is a Class B membership in the Association, any
amendment of the Bylaws must be approved by the Veterans Administration (“VA™) or the United
States Department of Housing and Urban Development (“HUD”). HUD or VA approval of au
amendment to the Bylaws shall be deemed given if (2) application for approval is made in writing
together with written certification eomplying with HUD/VA guidelines stating that the Bylaws, as
amended, will continue to comply with applicable HUD/VA requirements and (by HUD and/or VA



does not remove the Property from its list of approved projects or otherwise object to the application
within thirty days following such application.

ARTICLE X1l
OFFICERS

‘The following persons shall be the initial officers of the Association and shall hold the positions
opposite their names uatil the first anmual meeting of the Association or until their successors have
been elected and qualified:

Dave Garcia - President
N. Kelly House - Vice-President
Scott Menard - Secretary/Treasurer
ARTICLE XIII
DISSOLUTION

The Association may be dissolved with the assent given in writing and signed by Owners
representing not less than two-thirds (2/3) of the authorized votes of each class of the Association
membership. Upon dissolution of the Association, other than incident to a merger or consolidation, the
assets of the Association shall be dedicated to an appropriate public agency to be used for purposes
similar to those for which this Association was created, as the Board of Directors shall determine. In
the event that such dedication is refused acceptance, such assets shall be granted, conveyed, or assigned
to any nonprofit corporation, association, trust or other organization to be devoted to such similar
purpose as the Board of Directors shall determine.

ARTICLE XIV
ENDMENTS

These Articles may be amended only with the consent of Members owning not less than two
thirds of the total Lots.

ARTICLE XV
DEFINED TERMS

Capitalized terms used in these Articles without definition shall have the meanings specified for
such terms in the Declaration of Covenants, Conditions and Restrictions for Sierre Montana. In the
event of a conflict or inconsistency between these Articles and the Declaration, the provisions of the
Declaration shall control.

ARTICLE XVI
FHA/VA APPROVAL



So long as there is & Class B membership, the following actions will require the prior epproval
of HUD or VA: annexation of additional properties, mergers and consolidations, mortgaging of
Common Area, dedication of Conumon Atea, and dissolution and amendment of these Articles. HUD
or VA approval of an amendment to these Axticles shall be deemed given if (a) application for approval
is made in writing together with written certification complying with HUD/VA. guidelines stating that
the Axticles, as amended, will continue to comply with applicable HUD/VA requirements and (b) HUD
and/or VA dogs not remove the Property fom its list of approved projects or otherwise object to the
application within thirty days following such application. '

A I

N, Kelly Hotse_J

Daied this 16 day of January, 2003.

STATUTORY AGENT CONSENT

The undersighed, having been designated to act as Statutory Agent for Sierra Montana
Homeowners Association, hereby consents to act in that capacity until removed or resignation is
submitted, .

Date: Tanuary 16®, 2003
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BYLAWS
OF
SIERRA MONTANA HOMEOWNERS ASSOCIATION

ARTICLE i
GENERAL PROVISIONS

1.1  Defined Terms. Capitalized terms used in these Bylaws without definition shall
have the meanings specified for such terms in the Declaration of Covenants, Conditions and
Restrictions for Sierra Montana Homeowners Association.

1.2 Conflicting Provisions. In the case of any conflict between the Articles and these
Bylaws, the Articles shall control; and in the case of any conflict between the Declaration and
these Bylaws, the Declaration shall control.

1.3 Desjignation of Fiscal Year. The fiscal year of the Association shall begin on the
1st day of January and end on the 31st day of December of every year, except that the first fiscal
year shall begin on the date of incorporation of the Association,

1.4  Books and Records. The books, records and papers of the Association shall be
available for inspection by any Member during reasonable business hours. The Project
Documents shall be available for inspection by any Member during reasonable business hours at
the principal office of the Association, where copies may be purchased at reasonable cost.

1.5 Amendment.

(4A) These Bylaws may be amended, at a regular or special meeting of the
Members, by a vote of the Members baving a majority (more than 50%) of the votes entitled to
be cast by the Members present in person or by proxy.

(B) So long as there is a Class B membership in the Association, the
Declarant, without a votc of the Members and without the consent of any First Mortgagee, may
amend these Bylaws in order to conform these Bylaws to the requirements or guidelines of the
Federal National Mortgage Association, the Federal Home Loan Mortgage Corporation, The
Federal Housing Administration, the Veterans Administration or any federal, state or local
governmental agency whose approval of the Project, the Plat or the Project Documents is
required by law or requested by the Declarant.

(C) 8o long as there is a Class B membership in the Association, any
amendment of these Bylaws must be approved by the Veterans Administration (“VA”) or the
United States Department of Housing and Urban Development (“HUD™). HUD or VA approval
of an amendment to these Bylaws shall be deemed given if (a) application for approval is made
in writing together with written certification complying with HUD/V A guidelines stating that the
Bylaws, as amended, will continue to comply with applicable HUD/VA requirements and (b)

3



HUD and/or VA does not remove the Property from its list of approved projects or otherwise
object to the application within thirty days following such application.

1.6  Indemaification. To the exient it has the power to do so under federal and state
law, the Association shall indemmify any person who was or is a party or is threatened to be made
a party to any threatened, pending or completed action, suit or proceeding, whether civil,
criminal, admipistrative or investigative, other than an action by or in the right of the
Association, by reason of the fact that he is or was a member, director, officer, employee or agent
of the Association or is or was serving at the request of the Association as a member, director,
officer, eruployee or agent of another corporation, partnership, joint venture, trust or other
enterprise, against expenses, including attorneys' fees, and agaiust judgments, fines and amounts
paid in settlement actually and reasonably incwred by him in connection with such action, suit or
proceeding if his action or omission was made in good faith and in a manner be reasonably
belicved to be in or not opposed to the best interest of the Association and, with respect to any
criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful.
Indemnification of any such person shall be made in accordance with the procedures set forth in
the Arizona Revised Statules.

ARTICLE 2
MEETINGS OF MEMBERS

2.1  Apnual Meeting. The first anoual meeting of the Members shall be held within
one (1) year of the fixst close of escrow of a Lot to a class A Member of the Association, at such
time and place as may be set by the Board. An annual meeting of the Members shall be held at
least once every twelve (12) months thereafter at such time and place as is determined by the
Board.

2.2 Special Meetings. Special meetings of the Members may be calied 2t any time by
the President or by the Board or upon written request signed by Members having at least ono-
fourth (1/4) of the anthorized votes in Class A of the Association membership which request
shall be delivered to the President or Secretary.

2.3  Notice of Meetings. Written notice of each meeting of the Members shall be
given by, or at the direction of, the Secretary or person authorized to call the meeting by mailing
a copy of each notice, postage prepaid, at least fifteen (i5) days before such meeting to each
Member entitled to vote thereat addressed to the Member's address last appearing on the books of
the Association or snpplied by such Member to the Association for the pupose of notice. Such
notice shall specify the place, day and hour of the meeting, and, in the case of a special meeting,
the purpose of the meeting. By attending a meeting, a Member waives any right he may have had
to object to the meeting on the basis that the proper notice of the meeting was not given in
accordance with these Bylaws or the statutes of the State of Arizona.

2.4 Quornm. Except as otherwise provided in the Articles, the Declaration or these
Bylaws, the presence in person or by proxy of Members entitled to cast one-tenth (1/10th) of the
total authorized votes in the Association shall constitute a quorum at all meetings of the
Members. If a quorum shall not be present at any meeting, the Members entitled to vote there at
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shall have the power to adjourn the meeting from time to time, without notice other than
announcement at the mecting, until a quorum shall be present,

2.5  Majority Vote. The vote of a majority of the Members at a meeting at which a
quorum is present shall be binding upon all Members for all purposes except whers a higher
percentage vole is required by law, the Articles, the Declaration, or these Bylaws.

2.6  Proxies and Mail Ballots. At all meetings of the Members a vote may be cast in
person, by proxy, or by mail ballot. A proxy may be granted by any Member in favor of only
another Member, the Secretary of the Association, the Declarant, or the Member's mortgagee, or
in the case of a non-resident Member, the lessee of such, duly executed in writing and it shall be
valid only for the particular meeting designated in the proxy. All proxies must be filed with the
Secretary prior to the commencement of the mecting for which the proxy is given. The proxy
shall be deemed revoked only upon actual receipt by the person presiding over the meeting of a
notice of revocation signed by the Member who granted the proxy. Except with respect to
proxies in favor of a mortgagee, no proxy shall in any cvent be valid for a period in excess of 180
days after the execution thereof. Any election of director(s) of the Association may, if directed
by the Board, provide for mail ballots for Owners to vote in such election; such ballots shall be
subject to such rules as the Board may reasonably establish,

ARTICLE 3
BOARD OF DIRECTORS

3.1  Number. The affairs of this Association shall be initially managed by a board of
five (5) directors, who nced not be Members of the Association so long as there is 2 Class B
membership in the Association. After the termination of the Class B membership, all directors
must be Members of the Association, The Board may increase or decrease the number of
directors on the board, but the number of directors must always be an odd number and shall not
be greater than nine (9) or less than three (3). No reduction in the number of directors shall affect
the remaining term of any previously elected director.

3.2  Term of Office. The initial members of the Board shall hold office until the first
annual meeting of the Members and until their successors are elected and qualified.
Commencing with the first annual meeting of the Members, all directors shall be elected for a
tetm of one (1) year. After termination of the Class B membership, the terms of directors shall
be increased to three years and sball be staggered so that one-third of the director positions are
eligible for election in each calendar year.

33  Removal. At any annual or special meeting of the Members duly called, any one
or more of the members of the Board of Directors may be removed from the Board with or
without cause by Members having more than fifty percent (50%) of the voties entitled to be cast
by the Members present in person or by proxy at the meeting, and a successor may then and there
be elected to fill the vacancy thereby created.

3.4  Compensation. No director shall receive compensation for any service he may
render as a director. However, any director may be reimbursed for his actual expenses incurred
in the performance of his duties,
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35 Action Taken Without a Meeting. The directors shall have the right to take any
action in the absence of 2 meeting which they could take at a meeting by obiaining the written
consent of all the directors. Any such written consent shall be filed with the minutes of the
proceedings of the Board.

3.6  ¥Yacancies. Vacancies on the Board caused by any reason other than the removal
of a director in accordance with the provisions of Section 3.3 of these Bylaws shall be filled by 2
majority vote of the remaining directors at the first regular or special meeting of the Board held
after the occurrence of such vacancy, even though the directors present at such meeting may
constitute less than @ quoram. Each person so elected shall serve the unexpired portion of the
prier director's term.

3.7 Regular Meetings. Regular meetings of the Board may be held at such time and
place as shall be determined from time to time by the Board. Such meetings shall be held at least
once during each fiscal year.

3.8  Special Meetings. Special meetings of the Board may be called by the President
on three (3) business days notice to each director, given in writing, by hand delivery, mail or
telegraph, which notice shall state the time, place and purpose of the meeting. Special meetings
of the Board shall be called by the President or Secretary in like manner and on like nolice on the
written request of at least two directors.

3.9  Quorum. A majority of the directors shall constitute a quonum for the transaction
of business.

3.10 Majority Vote. Every act or decision done or made by a majority of the directors
present at a duly-held meeting at which a quorum is present shall be regarded as the act of the
Board.

311 Towers and Duties.

{(A) The Board shall have all of the powers and duties necessary for the
administration of the affairs of the Association and may do all such acts and things as are not by
the Project Documents required to be exercised or done by the Members. In addition to the
duties imposed by these Bylaws or by any resolution of the Members that may hereafier be
adopted, the Board shall have the following powers and duties:

(1) Open bank accounts on behalf of the Association and designate the
signatories thereon;

(2) Make, or contract for the making of, repairs, additions to,
improvements to or alterations of the Common Area in accordance with the Project Documents,
after damage or destruction by fire or other casualty, or as a result of condemnation or emment
domain proceedings;



(3) In the exercise of its discretion, enforce by legal means the provisions
of the Project Documents;

(4) Designale, hire and dismiss the personnel necessary for the
maintenance, constriction, operation, management, repair, and replacement of the Coramon Area
and provide services for the Members, and, where appropriate, provide for the compensation of
such personnel and for the purchase of equipment, supplies and material to be used by such
personnel in the performance of their duties;

(5) Provide for the operation, care, upkeep and maintenance of all of the
Comimon Area and bortow money ot behalf of the Association when required in conmection with
the operation, upkeep and maintenance for said areas; provided, however, the consent of
Members having at least two-thirds (2/3) of the total votes in the Association shall be obtained
gither in writing or at a meeting called and held for such purpose in accordance with the
provisions of these Bylaws in order for the Association to borrow in excess of $5,000;

(6) Prepare and adopt an annual budget for the Association prior to the
commencement of each fiscal year;

(7) Adopt and publish rules and regulations goveruing the use of the
Common Area and facilities and the personal conduct of the Members and their family members,
guests, lessees and invitees thereon and establish penalties for the infraction thereof;

(8) Suspend the voting rights of a Member during any period in which
such Member shali be in default in the payment of any Assessment or other amounts due under
the terms of the Project Documents for s period of fifteen (15) days, and suspend the voting
rights of 2 Member for a petiod not to exceed sixty (60) days for any infraction of the Project
Documents;

(9) Exercise for the Association all powers, duties and authority vested in
or delegated to the Association and not reserved to the membership by other provisions of the
Project Documents;

(10) Declare the office of 2 member of the Board to be vacant in the event
such member shall be absent from three (3) consecutive regular meetings of the Board;

(11) Employ, hire and dismaiss such employees as they deem necessary and
1o prescribe their duties and their compensation;

(12) Cause to be kept a complete record of all its acts and corporate affairs
and to presentt a statemient thereof to the Members at the annual meeting of the Members, or af
any special meeting when such statement is requested in writing by any Member entitled to vote;

(13) Supervise all officers, agents and employees of the Association and
see that their duties are properly performed;

(14) Levy and collect Assessments as provided in the Declaration;
7



(15) Issue, or cause an appropriate officer to issue upon demand {o any
persom, a certificate seiting forth whether or not any Assessment bas been paid. A reasonable
charge may be made by the Board for the issuance of these certificates. If a certificate states an
Assessment has been paid, such certificate shall be conclusive evidence of such payment;

(16) Procure and maintain adequate property, liability and other insurance
as required by the Declaration; and

(17) Cause all officers or employees having fiscal responsibilities to be
bonded, as it may deem appropriate,

(B) The Board may etuploy for the Project a "Managing Agent” at a
compensation established by the Board. The Managing Agent may either be an employee of the
Association or an independent professional management company. The Managing Agent shall
perform such dutics and services as the Board shall authorize, including, but not limited to, all of
the duties kisted in the Declaration and these Bylaws except for such duties and services that
under the Declaration may not be delegated to the Managing Agent. The Board may delegate to
the Managing Agent all of the powers granted to the Board or the officers of the Association by
the Declaration and these Bylaws other than the following powers:

(1) To adopt the annual budget, any amendment thercto or to levy
Assessments; ’

(2) To adopt, repeal or amend Association Rules;
(3) To designate sipnatories on Associationi bank accounts;
(4) To borrow money on behalf of the Association.

(C) Any contract with the Managing Agent must provide that it may be
terminated with or without cause and without payment of any penalty or termination fee on at
least thirty (30) days written notice. The term of any such contract may not exceed thres (3)
years.

ARTICLE 4
OFFICERS AND THEIR DUTIES

4.1 Enumeration of Officers. The principal officers of the Association shall be the
President, the Vice-President, the Secretary, and the Treasurer, all of whom shall be elected by
the Board. The President must be a member of the Board. Any other officers may, but need not,
be members of the Board.

4.2 Election of Officers. The election of officers shall take place at the first meeting of
the Board following each annnual meeting of the members.




4.3 Term. The officers of the Association shall be elected annually by the Board and
each shall hold office for one (1) year unless he shall sooner resign, or shall be removed or
otherwise disqualified to serve.

4.4 Special Appointments. The Board may elect such other officers as the affairs of the
Association may require, each of whom shall hold office for such period, have such authority,
and perform such duties as the Board may, from time to time, determine.

4.5 Resignation and Removal. Any officer may be removed from office with or
without cause by the Board. Any officer may resign at any time by giving written notice to the
Board, the President or the Secretary. Such resignation shall take effect on the date of receipt of
such notice or at any later time specified thercin, and unless otherwise specified therein, the
acceptance of such resignation shall not be necessary to make it effective.

4.6 Yacancies. A vacancy in any office may be filled by appointment by the Board. The
officer appointed to such vacancy shall serve for the remainder of the term of the officer he
replaces,

4.7 Multiple Officers. Any two or more offices may be held simultancously by the
same person except the offices of President and Secretary.

4.8 Powers ani Duties. To the extent such powers and dufies are not assigned or
delegated to a manager pursnant to Section 3.11(B) of these Bylaws, the powers and dutics of the
officers shall be as follows:

(A) President. The President shall be the chief executive officer of the
Association; shall preside at all meetings of the Board or the Members; shall see that orders and
resolutions of the Board are carried into effect; and have general and active management of the
business of the Association;

(B) Vice-President. The Vice-President shall act in the place and stead of the
President in the event of his absence, inability or refusal to act, and shall exercise and discharge
such other duties as may be required of him by the Board;

(C) Scaetary. The Secretary shall record the votes and keep the mimates of all
meetings and proceedings of the Board and of the Members; keep the corporate seal of the
Association and affix it on all papers requiring said seal; serve notice of meetings of the Board
and of the Members; keep appropriate current records showing the Members of the Association
together with their addresses; and shall petform such other duties as required by the Board;

(D) TIreasurer. The Treasurer shall receive and deposit in appropriate bank
accounts all moniss of the Association and shall disburse such funds for appropriate Association
purposes as set forth in the Project Documents; keep proper books of account; and shall prepare
an annual budget and a statement of income and expenditures to be presented to the membership
at its regular annual meeting, and deliver a copy of each 10 the Members; and, in general, perform
all the duties incident to the office of Treasurer.



CERTIFICATION

1 hereby certify that the foregoing Bylaws were duly adopted by the Board of Directors of
the Association on the 29th day of Tanuary, 2003.

Dave C G?i'fcia, President

{ Kellw,jce President

Scott Mendrd Si¢retary/Treasurer
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RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

ASSOCIATION RULES
&
DESIGN GUIDELINES

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Association Rules & Design Guidelines on October 27, 2008.

THEREFORE, it is resolved that this Association Rules & Design Guidelines shall be effective as of
December 1, 2008.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Association
Rules & Design Guidelines on this 24 day of November, 2008.

- .Di' /?, :

Pregident Date Secretary Date




RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

BOARD MEMBERS CODE OF CONDUCT

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Board Members Code Of Conduct on November 24, 2008.

THEREFORE, it is resolved that this Board Members Code OF Conduct shall be effective as of
December 1, 2008.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Board
Members Code Of Conduct on this 24 day of November, 2008.

W L2 /%

President /~ Date “Secretary




RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

ARCHETECTURAL COMMITTEE CHARTER

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Architectural Commitiee Charter on November 24, 2008.

THEREFORE, it is resolved that this Architectural Committee Charter shall be effective as of December 1,
2008.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Architectural
Committee Charter on this 24 day of November, 2008.

President Secretary




RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

LANDSCAPE COMMITTEE CHARTER

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Landscape Committee Charter on November 24, 2008.

THEREFORE, it is resolved that this Landscape Committee Charter shall be effective as of December 1,
2008.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Landscape
Committee Charter on this 24 day of November, 2008.

5%/%% /S -0F M% [124-0Y%

Présider}t/ L Date " Secretary Date




RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

PARKING COMMITTEE CHARTER

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Parking Committee Charter on November 24, 2008.

THEREFORE, it is resolved that this Parking Committee Charter shall be effective as of December 1,
2008.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Parking
Committee Charter on this 24 day of November, 2008.

;

o ,/ / Ny ) -
- / A f / ,%/f %hé;_.} / { . 274/ O z{

PreSiden Date “Secretary Date



RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION
SUPPLEMENTAL

ASSOCIATION RULES
&
DESIGN GUIDELINES

For

THE MISSIONS

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Association Rules & Design Guidelines on July 27, 2009.

THEREFORE, it is resolved that this Association Rules & Design Guidelines shall be effective as of
September 1, 2009.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Association
Rules & Design Guidelines on this 27 day of July, 2009.

TD/% O1/a7 /03 % FrE— 07/a7/03

Preéﬁ'en Date Secretary Date




SIERRA MONTANA HOMEOWNERS ASSOCIATION

LONG RANGE PLANNING COMMITTEE CHARTER

Effective February 22, 2010

Committee Establishment:

The Long Range Planning Committee is hereby established as an ad hoc committee of
the Sierra Montana Homeowner's Association. This committee shall exist on an
extended basis and/or until such time the Association Board of Directors feel it is no
longer necessary and abolishes it.

Membership:

The Committee shall consist of one to five Members. The Committee may be expanded
by direction of the Board of Directors. The Board will approve all Committee members.
Termination of services will be by resignation, removal by the Board or the abolishment
of the Committee. The Committee may consist of only a Member if necessary.

Commiittee Leadership:

The Board will appoint a Director or a Member to the Committee as Chairperson. The
Chairperson will appoint a Vice Chairperson and a Recording Secretary, providing there
are enough Committee members available to fill these positions. In the event this is a
one person Committee, the Chairperson shall be responsible for ali duties of the
Committee.

Procedures:

The Committee shall conduct business by physically gathering in a central location. The
Committee shall meet at the call of the Chairperson or in his/her absence, the Vice
Chairperson, or at the request of the Board to consider matters assigned under this
Charter. A majority of Committee members present at meetings shall constitute a
quorum to act on business before the Committee. Minutes of meetings shall be properly
recorded and promptly forwarded to the Board Secretary, via Management, for further
distribution and will be retained in the permanent records of the Association.

Management will forward all Committee’s recommendations and a Committee minute
provided by the Committee’s appointed Recording Secretary. These meeting minutes
and Committee recommendations shall be promptly forwarded to the Board Secretary,



via Management, for further distribution and will be retained by the Association for
permanent record. The Committee recommendations may be reviewed by the Board of
Directors and used in their decision making process.

Mission:

The express purpose of the Long Range Planning Committee shall be to assist the
Board with the planning of various topics, which may need to be addressed in the prior
year(s) and potential costs that may be associated with implementing each discussion
item. This Committee woks at the sole discursion of the Board as shall serve in the
function of assisting with a business plan for the Association. Additional functions of the
Committee shall include, but are not be limited to the following:

Serve in advisory capacity to the Board of Directors.

Assist the Board in meeting its responsibilities.

Follow the Board’s recommendations of long term planning issues.

Ascertain by survey or other means, up-to-date interests, and issues as defined
by the Homeowners.

Assist the Board by making recornmendations of subject items/issues to be
reviewed by this Committee.

Assist the Board with the planning of specific future projects, programs or
expenses that impact the Community and fall within the legal responsibilities of
the Association.

Assist the Board by recommending changes to Budget Line Items that will fund
recommended project, programs and expenses.

Recommend and/or additions/deletions to existing policies, rules, regulations and
documents after gaining inputs from Homeowners.

Make monthly reports to the Board.

The Committee does not have a budget or spending authority; unless specifically
authorized on a case by case base by the Board of Directors. Nor does the Committee
have the authority to change any policy of governing documents.



SIERRA MONTANA HOMEOWNERS ASSOCIATION

BOARD MEETING CONDUCT POLICY

WHEREAS, the following resolution is hereby adopted and approved by in an
open meeting of the Board of Directors of Sierra Montana Homeowners Association,
Inc., an Arizona nonprofit corporation, on March 29, 2010.

WHEREAS, the Board, pursuant to Article III, Section 3 3 of the Declaration of
Covenants, Conditions and Restrictions for Sierra Montana (the “CC&Rs”) has the
authority to adopt rules and regulations that are not inconsistent with the CC&Rs, Bylaws
or Articles of Incorporation; and

WHERAS, there is a need to adopt a specific rule regarding the unruly, disruptive
and uncivilized behavior of some Owners at Board, Membership and Annual meetings of
the Association and when addressing Association issues with the Board or the
Association’s Community Association Manager; and

WHEREAS, it is the intent that this rule shall be applicable to all Owners,
tenants, guests, invitees, or any others at the Sierra Montana Homeowners Association,
and this resolution shall remain in effect until otherwise rescinded, modified, or amended
by a majority of the Board of Directors,

NOW, THEREFORE, BE IT RESOLVED the following rule is hereby adopted
by the Board of Directors.

If during the course of any Board meeting, Membership meeting or Annual meeting of
the Sierra Montana Homeowners Association, or during any other interactions or
communications with the Association or its representatives, any Owner, tenant, guest,
invitee or any other individual that engage in unruly, disruptive or otherwise uncivilized
behavior, said Owner, tenant, guest invitee or any other individual engaging in unruly,
disruptive or otherwise uncivilized behavior will be asked to and is required to
immediately cease and desist this behavior. If this behavior continues to occur at a Board
meeting, Membership meeting or Annual meeting the Owner, tenant, guest, invitee, or
other individual will be asked and is required to immediately leave the meeting in which
said conduct occurs. If, after being asked to cease and desist the behavior, the violator
actions/behavior continues, said violator shall be subject to sanctions as imposed by the
Board of Directors. These sanctions can include, but are not limited to levy monetary
penalties, fines, suspensions of privileges, or charges to hire security for future or current
meetings or any other related charges or expense the Board deems necessary.



RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

BOARD MEETING CONDUCT POLICY

In the open meeting of Sierra Montana Homeowners Association Inc., an Arizona nonprofit corporation, a
majority of the Board of Directors adopted the attached Board Meeting Conduct Policy on March 29,
2010.

THEREFORE, it is resolved that this Board Meeting Conduct Policy shall be effective as of March 29,
2010.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Board
Meeting Conduct Policy on this 29 day of March 2010.

LL‘BQ@O%«/ ' JW‘) B33 10

résident Date * Vice President Date




RESOLUTION

SIERRA MONTANA HOMEOWNERS ASSOCIATION

LONG RANGE PLANNING COMMITTEE CHARTER

In the open session of Sierra Montana Homeowners Association a majority of the Board of Directors
adopted the attached Long Range Planning Charter on February 22, 2010.

THEREFORE, it is resolved that this Long Range Planning Committee Charter shall be effective as of
February 22, 2010.

IN WITNESS WHEREOF, the undersigned have verified the approval of this Resolution and Long Range
Planning Committee Charter on this 22nd day of February, 2010.

| /L /aa//\q )22-—&{ os/aa/1o

President Ddte Vice President Date
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SIERRA MONTANA HOMEOWNERS ASSOCIATION

FINE POLICY and FINE
APPEAL PROCESS

Effective January 1, 2011

Pursuant to Article Ill, Section 3 12 of the Declaration of Covenants, Conditions and
Restrictions for Sierra Montana Homeowners Association, Inc, recorded at Instrument No.
2002-0834473 in the records of Maricopa County, Arizona (the “Declaration”), the Board of
Directors of Sierra Montana Homeowners Association Inc. (the “Association”) has resolved
and adopted this Policy providing for notice and an opportunity to be heard to an owner prior
to the imposition of a monetary penalty for certain violations of the Declaration, as may be
amended from time to time, and any track declaration or plat governing any portion of Sierra
Montana, or any architectural committee rules, Association rules and/or regulations, and any
landscape or design guidelines adopted by the Board of Directors of the Association
(collectively, the “Governing Documents”).

The Board of Directors intends to impose monetary penalties as authorized by A.R.S.
Section 33-1803 and Article VI, Section 4 of the Declaration. The Board of Directors, when
imposing monetary penalties reserves the right to enforce the Govern Documents in any
other legal manner. The following Fine Policy and Fine Appeal Process is intended to be a
guide only and is not intended to create any rights or obligations. The Board of Directors
reserves the right to impose a monetary penalty on the first date of a violation, to accrue the
fine daily until the violation is cured, and to impose fines in the amounts in excess of those
set forth in the fine schedule of the Fine Policy.

FINE POLICY

The following Fine Policy shall be followed for the SIERRA MONTANA HOMEOWNERS
ASSOCIATION for any and all violations relating to the following:
Declaration of Covenants, Conditions and Restrictions Article V
Section 5, 4 Noxious and Offensive Activity
Section 5.5 Motor Vehicle and Equipment
Section 5.6 Parking
Section 5.8 Machinery and Equipment
Section 5.16 Animals
Section 5.18 Refuse
Association Rules & Design Guidelines
Rules
Design Guidelines
Parking
Sanitation



FIRST NOTICE:

An initial notice of the violation shall be sent to the Homeowner via regular mail requesting
compliance within ten (10) days. This notice shall contain information of the violation appeal
process, as described in this document. NO FINE, NOTICE OF HEARING.

CONTINUING VIOLATIONS:

If the violation continues, or re-occurs within a six (6) month time period, without resolution
and after the first notice a continuing violation notice may be sent to the Homeowner via
regular mail. This notice shall contain information of the Violation appeal process, as
described in this document. A fine of $50.00 shall be assessed for the each occurrence of
the violation until the violation is resolved. In addition the Board shall have the right to
remedy the violation and/or take legal action; the cost of which shall be billed to the
Homeowner and collected as allowed by Arizona Revised Statutes. This notice, and future
notices, shall contain information of the violation appeal process as described in the
VIOLATION APPEAL PROCESS as described in this document. A $50 FINE will be
assessed per occurrence. $50 FINE IMPOSED PER OCCURANCE, NOTICE OF
HEARING.

FINES:

No fine shall be imposed without first providing a written warning (FIRST NOTICE) to the
Homeowner describing the violation and stating that failure to stop the violation within no
less then ten (10) days or another recurrence of the same violation within six (6) months of
the original violation shall make the Homeowner subject to imposition of a fine.

This Fine Policy is in addition to any and all other remedies provided for by laws of the State
of Arizona and the Declaration of Covenants, Conditions and Restrictions of Sierra Montana
Homeowners Association and any amendments thereto and the use hereof does not inhibit
the Association exercising any other rights of enforcement.

FINE POLICY

The following Fine Policy shall be followed for the SIERRA MONTANA HOMEOWNERS
ASSOCIATION for all violations not previously listed in this Policy. This Policy may also
include those violations relating to the prior FINE POLICY.



FIRST NOTICE:

An initial notice of the violation shall be sent to the Homeowner via regular mail requesting
compliance within ten (10) days. This notice shall contain information of the violation appeal
process, as described her in this document. NO FINE, NOTICE OF HEARING.

SECOND NOTICE:

If violation still exists, or re-occurs within a six (6) month time period, without resolution and
after a first notice a second notice may be sent to the Homeowner via regular mail
requesting compliance within ten (10) days. This notice shall contain information of the
violation appeal process, as described in this document. A $50 FINE will be assessed with
the second notice. $50 FINE IMPOSED, NOTICE OF HEARING.

THIRD NOTICE:

If violation still exists, or re-occurs within a six (6) month time period, without resolution and
after a second notice a third notice requesting compliance within ten (10) days shall be
mailed via regular mail to the Homeowner. This notice shall contain information of the
violation appeal process, as described in this document. A $100 FINE will be assessed with
the third notice. $100 FINE, NOTICE OF HEARING.

FOURTH NOTICE:

If violation still exists, or re-occurs within a six (6) month time period, and after a fourth
notice requesting compliance within ten (10) days shall be mailed via regular mail to the
Homeowner. This notice shall contain information of the violation appeal process, as
described in this document. A $200 FINE will be assessed with the fourth notice. $200 FINE
IMPOSED, NOTICE OF HEARING.

CONTINUING VIOLATIONS:

If the violation continues, or re-occurs within a six (6) month 'time period, without resolution
and after the fourth notice, a FINE of $200 shall be assessed every ten (10) days until the
violation is resolved. This notice shall contain information of the violation appeal process, as
described in this document. In addition, the Board shall have the right to remedy the
violation and/or take legal action, the cost of which shall be billed to the Homeowner and
collected as allowed by Arizona Revised Statues. A $200 FINE will be assessed per
occurrence. $200 FINE IMPOSED, NOTICE OF HEARING.



FINES:

No fine shall be imposed without first providing a written warning to the Homeowner
describing the violation and stating that failure to stop the violation within no less than ten
(10) days or another recurrence of the same violation within six (6) months of the original
violation shall make the Homeowner subject to imposition of a fine.

This Fine Policy is in addition to any and all other remedies provided for by laws of the State
of Arizona and the Declaration of Covenants, Conditions and Restrictions of Sierra Montana
Homeowners Association and any amendments thereto and the use hereof does not inhibit
the Association exercising any other rights of enforcement.

VIOLATION APPEAL PROCESS

When a violation notice is sent to a Homeowner, the notice includes a statement notifying
the Homeowner that they have the "RIGHT OF APPEAL". When a Homeowner wants to
appeal a violation, they must send the Management Company written notice that they are
requesting an appeal of the violation.

- Appeals shall be received within five (5) days of the date of the fine notification
(violation letter).

- Appeals shall demonstrate extenuating circumstances which require deviation
from the CC& R's and/or Community Rules and Design Review Guidelines.

- Appeals shall include all pertinent backup information to support the existence of
the extenuating circumstances. - All decisions of the Board are final and may not be
further appealed. - Any appeal that does not meet the above requirements shall not
be heard by the
Board and shall be considered DENIED.

- The Homeowner appealing the violation will be given written notice that the
appeal is scheduled.

- The appeal shall be heard in Executive Session.

- The Board President will introduce all parties.

- Lengthy discussions are not a part of an appeal process.

- The Homeowner who is appealing will be asked to state their case and present
any documentation that is applicable.

- Each Board Member will have the opportunity to ask the Homeowner specific
guestions regarding the appeal.

- Upon completion of the question and answer period, the Board President will state that
the appeal has been heard and the Board will make their decision in closed session.
Then 'Written Notice" will be given to the Homeowner of the Board's decision within
seven (7) days working days.

If the appeal is denied, the Homeowner must bring the violation into compliance within
fourteen (14) days. If the violation still exists after fourteen (14) days, the Homeowner will be
fined $200 every fourteen (14) days until the violation is corrected. In addition, the Board of
Directors may seek legal action to remedy the violation.
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SIERRA MONTANA HOMEOWNERS ASSOCIATION
ASSESSMENT COLLECTION POLICY

EFFECTIVE MARCH 1, 2011

Pursuant to the Arizona Planned Communities Act §§ 33-1803 and 1807 and Article IV of
the Declaration of Covenants, Conditions and Restrictions for Sierra Montana (the
"Declaration"), the following resolution is hereby adopted by the undersigned, being all of the
directors of Sierra Montana Homeowners Association (the "Association").

WHEREAS, Sierra Montana has authority pursuant to Article IV, Section 1 of the
Declaration to levy assessments against the property;

WHEREAS, the Board of Directors of Sierra Montana Homeowners Association (the
"Board") finds there is a need to establish orderly procedures for collection of assessments levied
against properties that remain unpaid beyond the prescribed due dates;

WHEREAS, pursuant to Article |V, Section 4.7, permits the Board to establish how the
annual assessment shall be paid in installments;

NOW THEREFORE, IT IS RESOLVED on this 28" day of February 2011 that the following
procedures and practices are established, and effective March 1, 2011, for the collection of
assessments owing and to become owing by the Owners of Sierra Montana Homeowners
Association, and to be known as the "Assessment Collection Policy" for the Association in
discharge of its responsibilities regarding collection of assessments levied against properties:

1. POLICY OBJECTIVE: The collection of assessments pursuant to the Declaration
and this Assessment Collection Policy will be governed by the following objective:

a. The Association will pursue collection, in a uniform manner, of all annual

assessments, special assessments, and any applicable neighborhood assessments, fees and fines
which are due to the Association.

b. Pursuant to Article IV, Section 4.7 of the Declaration, the Board may require
that the annual assessment be paid in instaliments.

c. At each step within the collection process, the Board may analyze the facts and

circumstances then known concerning a given delinquency to direct collection efforts toward the
expedient course of action.

2. DUE DATE and DELINQUENT DATE: Per the date established by the Board,
quarterly assessments, fees and fines are due on the first day of January, April, July, and October
and considered late if not received by the management agent on or before the fifteenth (15th) day
of the month in which assessments are due.



3. HANDLING CHARGES and RETURNED CHECK FEE: In order to recoup
costs incurred because of the additional administrative expenses associated with collecting

delinquent assessments, collection of the following fees and charges are part of the Collection
Policy:

a. Any handling charges, administrative fees, postage, or other expenses incurred
by the Association in connection with the collection of any assessment or related among owing

beyond the Delinquency Date for such assessment will become due and owing by the Owner
responsible for the unpaid assessments.

b. A $25.00 charge will become due and payable for any check tendered to Sierra
Montana Homeowners Association, which is dishonored by the drawee of such check. The charge
is in addition to any other fee or charge which the Association is entitled to recover from an Owner
in connection with collection of assessments and is subject to change by the Board from time to
time.

c. Pursuant to Article 1V, Section 1, of the Declaration, the Assessment Lien shall
be deemed to secure the interest and the Association's costs, collection costs and reasonable
attorney's fees in addition to all assessments.

4. APPLICATION OF FUNDS RECEIVED: All monies received by the Association will be
applied to amounts outstanding to the extent of and in the following order:

a. First to unpaid assessment amount, special assessments, any applicable
neighborhood assessments which are due to the Association.

b. Second to late fees.

¢. Third to collection fees, lien fees, and demand letter fees incurred by or on
behalf of the Association.

d. Fourth to attorneys fees and costs incurred by or on behalf of the Association.
e. Last to monetary penalties (fines).

5. OWNERSHIP RECORDS: All collection notices and communications will be directed to
those persons shown by the records of the Association as being the Owner of the Property for
which assessments are due and will be sent to the most recent address of such Owner solely as
reflected by the records of the Community Association. It is the owners' responsibility to keep the
association informed of any changes related to ownership or mailing addresses for the owner.

6. NOTIFICATION TO OWNER:

a. LATE FEE: No sooner than sixteen (16) days after the due date, the
Association will assess a late fee of $15.00 or ten percent (10%) of the unpaid assessment
balance, whichever is greater, to the Owner's account.



b. REBILL INVOICE: No sooner than thirty (30 days after the due date, the
Association may Rebill Invoice the owner making a formal demand for immediate payment of all
outstanding amounts. An administrative fee of $20.00 will be assessed to the Owner’s account.
This practice shall be in effect providing the Association has not placed a moratorium on this task.

c. DEMAND LETTER INTENT TO LIEN LETTER: No sooner than forty-five (45)
days after the due date, the Association may send a Demand Letter to the Owner making a formal
demand for immediate payment of all outstanding amounts. An administration fee of $25.00 will be
assessed to the Owner's account. This practice shall be in effect providing the Association has not
placed a moratorium on this task.

d. LIEN: In the event that the debt remains unpaid for sixty (60) days, the Board
may cause to be prepared and recorded with the County Recorder a written notice of Lien. The
assessments, together with interest, costs, and attorneys' fees will be a lien upon the property
until the amount due and owing is paid in full. his practice shall be in effect providing the
Association has not placed a moratorium on this task.

e. REFERRAL TO COLLECTIONS ATTORNEY: In the event that the debt to the
Association, the account’s sum balance, is equal to or greater than two quarterly assessments
remains unpaid, the Association may, at any time, turn the matter over to the Association's
collection firm for collection. This sum balance may be any combination of Assessments, Special
Assessments, Neighborhood Assessments, Fees and Fines. The Owner will be responsible for all
attorneys' fees and costs incurred in collecting the debt.

7. ALTERNATIVE COLLECTION COURSES: At each step in the collection process the
Board, acting with input and recommendation from management and counsel, will evaluate which
course of legal action appears to be in the best interest of the Association for recovery of unpaid
assessments. Where foreclosure of the assessment lien in favor of the Association, together with
pursuit of personal judgment against the Owner, is determined to be advisable, the Board will
direct counsel to proceed accordingly.
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INTRODUCTION

OVERVIEW OF GUIDELINES

Due to the nature of the community documents, it is important to converge all of the pertinent
information regarding architectural submittals into one document: Association Rules and Design
Guidelines {“Rules”). These Rules for Sierra Montana Homeowners Associations, as allowed in the
Declaration of Covenants, Conditions and Restrictions {(CC&R’s) for Sierra Montana Homeowners
Association and all resolutions to date, will provide you with all the latest information relevant to
improvements which will require approval from the Architectural Committee, per Article V, Section .22
of the CC&R'’s.

The Rules, as set forth in this document, shall interpret and implement procedure for the Architectural
Committee’s review and standards, including, but not limited to, architectural design, placement of
buildings, landscaping, color schemes, intended to enhance property values and high standards,
including, but not limited to, architectural design, placement of buildings, landscaping, color schemes,
exterior finish and material, signage, and wall design. These documents are intended to enhance
property. values and high standards of development that exist within Sierra Montana Homeowners
Association. Unless specifically identified as not requiring submittal for approval within this document,
prior approval from the Architectural Committee is required. The Rules are established to assist
residents in conforming to the standards established, and amended from time to time, by the Board of
Directors. FOLLOWING THESE RULES DOES NOT ELIMINATE THE NEED FOR SUBMISSION OF PLANS
FOR APPROVAL BY THE ARCHITECTURAL COMMITTEE SHOULD THE ARCHITECTURAL COMMITTEE
REQUIRE SLIBMISSION FOR APPROVAL. Each application will be reviewed on a case-by case basis.

PRIOR TO THE COMMENCEMENT OF CONSTRUCTION OR INSTALLATION, ALL PLANS MUST BE
SUBMITTED, IF REQUIRED, TO THE ARCHITECTURAL COMMITTEE. APPROVAL TO PROCEED SHALL BE
REQUIRED IN WRITING FROM THE ARCHITECTURAL COMMITTEE. FOLLOWING THESE GUIDELINES
DOES NOT ELMINATE THE NEED FOR SUBMISSION OF PLANS (UNLESS SPECIFICALLY NOTED).

In the event of conflict between these Design Guidelines, the Declaration, any other Declaration of
Covenants or Restrictions, and any governmental ordinance, building code or regulation, the more
restrictive standard shall prevail.

THESE RULES MAY BE AMENDED FROM TIME TO TIME BY A MAIORITY VOTE OF THE BOARD OF
DIRECTORS.



DEFINITIONS

COMMON AREAS

“Common Area(s)” include any section/tract of land owned by the Association. This includes, but is
not limited to, the Parcel Parks, grass areas, retention areas, drainage areas and paths.

VISIBLE FROM NEIGHBORING PROPERTIES

“Visible from neighboring property” means visible to a six foot tall person standing at ground level on
any part of the neighboring property at an elevation no greater than the elevation of the base of the
object being viewed.

NEIGBORING PROPERTY

“Neighboring Property” shall include a Lot, Common Area, or other Property, located in any direction
from the Lot in question, that is either immediately adjacent to the Lot or is located in the general
vicinity of the Lot (such that an item located on the Lot could be visible from the nearby Lot, Common
Area, or other property).

MODIFICATIONS

No exterior construction, alteration, addition, or renovation to any structure or improvements on a Lot;
no modifications to patios, and no landscaping, hardscape, walls or fences will be allowed on any Lot,
without application to, and written approval by, the Reviewer. Each Owner is responsible for removing
or otherwise correcting, at their expense, non-complying and/or unapproved improvements.

RULES

ALCOHOL

The consumption of alcoholic beverage, in reasonable amounts, is permitted by the Residences and
their Guests of Sierra Montana who are of legal drinking age in the State of Arizona. No glass or
breakable bottles or packaging is allowed in the Common Area and Facilities.



BEHAVIOR

All noxious offensive activity, which is in the reasonable determination of the Associations
representatives or agent, tends to cause embarrassment, discomfort, nuisance or discrimination to
persons using the Common Areas, Facilities and Activities is prohibited. Resident(s) and/or their Guests
causing the noxious offensive activity will be asked to stop; the Association’s representative or agent will
ask the offending Resident(s} and/or Guests to immediately leave the Common Area, Facilities and
Activity.

MOTORIZED VEHICLES

All motorized vehicles, including ATV’s, go-peds, motorized skateboards, motorcycles, go-carts and
similar vehicles are prohibited from entering into the Common Areas including the washes, trails,
retention areas, walkways and parks. This rule shall not apply to service contractors of the Association
while in performance of their duties.

RESPONSIPILITY

The Property Owner is responsible for the actions of the occupants of the Owner’s residence and
Owner’s guest. Any notice of violation of these Rules shall be sent to the Owner for remedy or
imposition of penalty.

SPECIAL EVENTS

The Association reserves the right to schedule special events in the Common Areas, including, but not
limited to, the ramadas, athletic courts, play equipment and BBQ grills.

USE OF COMMON AREAS

The Common Areas including the ramadas, athletic courts, play equipment and BBQ grills are to be used
on a first-come, first-serve basis. The Common Areas may not be reserved. No over-night activity is
permitted without prior written approval for the Board of Directors or their agent.



DESIGN GUIDELINES

AWNINGS

Awnings and canopies provide an effective means for controlling glare and excessive heat build up on
windows and door openings, which help in reducing energy consumption and utility costs. The Manner
in which sun shading is provided has considerable effect on the exterior appearance of a house. All
awnings must be approved by the Architectural Committee.

1. Awnings and canopies shall be placed in rear and side yards only.

2. Awnings and canopies should be compatible with the architectural character of the house in
terms of style, materials, color and visual scale.

3. The color of the awning or canopy shall match the trim or dominant color of the home.

4. The location of any awning or canopy shall not adversely affect view, sunlight or natural
ventilation of adjacent properties.

5. If visible from Neighboring Property, frames for the awnings shall be painted to match the trim or
dominant color of the home.

6. Plastic or rigid metal awnings are not permitted. Shade material must be canvas (or woven
material) of a color, which is complementary to the house as approved by the ARC.

7. All awnings must be approved by the Architectural Committee. Awnings over all windows shall be
canvas or similar material, of solid color on both sides, and shall be installed only on the side and/or
rear of the home.

8. All awning submittals must include a drawing with the location of the proposed awning
installation, a sample of the material to be used, along with the color and design of the proposed
awning.

9. Owner is responsible for maintenance and repair of awnings. Association retains the right to
determine when an awning must be repaired and/or replaced due to weathering, fading, tearing,
ripping, etc.

BASKETBALL GOALS

1. Portable basketball goals are allowed, but must be stored out of sight when not in use.

2. Only pole mounted backboard and goals are acceptable. Poles must be set in the ground
permanently. Backboards shall not be attached to the house, garage or roof.

3. Goals must be installed on the “exterior” side of the driveway, and provide a “ball containment”
by using plant material to prevent ball from entering neighbor’'s property. This may be
accomplished by instailing shrubbery or trees. Ground cover is not considered basketball
containment.



1. Permanent basketball poles located in front or rear yards must be painted to match the color of
the body of the exterior of the home or black in color.

2. Backboards must be of a predominantly neutral color (gray, black or white) or match the color of
the body of the exterior of the home. Clear Plexiglas backboards are acceptable without painting.

3. All equipment must be constantly maintained. Broken backboards, disfigured or bent rims, ripped
or torn nets, chipped and/or peeling paint, etc, constitute grounds for fines and/or removal.

4. Only nylon or similar cord nets are acceptable. Metal or chain nets are expressly prohibited.

5. Courts MAY NOT be painted or permanently outlined on the driveway or other concrete surfaces.
6. Lighting for night use of the equipment is prohibited.

7. Permanent basketball goals located in the rear yard must comply with all above applicable
guidelines.

Basketball equipment does not need to be submitted for approval providing the equipment is in
compliance with the above rules.

BARBECUES, FIREPITS, FIREPLACES AND KIVAS

Wood burning and/or gas built-in barbecue units or fireplaces must be contained in the rear yard. Site
chimney elements must be setback a minimum of five (5) feet from any side view fence panel and no
more than eight (8) feet in height. Gas burning types of kivas are acceptable. Gas kivas, fireplaces or
firepit may be permitted in the front courtyard of a home, providing it is placed within the fenced
courtyard. These items are not permitted in the open front yards.

DECORATIVE ITEMS

Front yard item{s) must be submitted for approval by the Architectural Committee. The Board of
Directors reserves the right to require removal of decorative items in front yards based on size, quantity,
color and location and any other criteria that the Board may determine.

Decorative Pots

Empty decorative pots are prohibited in the front yard. Decorative pots may be approved by the
Architectural Committee providing live plant material is placed in them and they are an integral part of
the overall landscape design.

Exterior Ornamentation

Components such as posts or fences to mark the corners, statues, wagons, wagon wheels,
representations of animals, weather vanes, saguaro ribs, cactus skeletons, driftwood, milk jugs, yard and
farm equipment or other miscellaneous ornamentation items are not permitted in the front yards.
These items may be placed in the rear yard providing they do not extend fence height.
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Statues

Statuary is permitted in the front courtyard area, behind a pony wall, or in the main entry foyer area
with Committee approval prior to placement. Statuary is permissible within the rear yard and does not
require submittal to the Architectural Committee, except on Lots with view fencing. The Committee
reserves the right to limit the size and quantity of statuary in the front yard, as well as rear yards with
view fencing. Statuary must not exceed 12 inches in height, must be of earth tones and must be
approved by the Architectural Committee.

Seasonal and Decorative Flags

Seasonal and decorative flags are permitted, provided they are mounted to the house or the eve of the
house, mounted on or below the lowest eve of the home — and the flag is kept in like new condition.

Holiday Decorations

Holiday decorations may be installed 40 days prior to the holiday and must be removed within 40 days
after the holidays.

Decorative and Seasonal Items

The Board of Directors reserves the right to require the removal of decorative items in front yards based
on size, quantity, color, location and any other criteria. The Board of Directors, at its sole discretion,
shall make its determination on a case-by-case basis.

Decorative Art on Houses

Decorative Art on houses shall be neutral in color and limited to two items. Dimensions of decorative
art shall be no greater than three feet in length, width and diameter.

CONCRETE DRIVEWAY MAINTENANCE/EXTENSION, ADDITIONS AND SIDEWALKS

Driveway extensions will be reviewed for approval provided the following conditions are met.

1. Only driveway extensions located in the side yard of the property will be considered.

2. Submittals must include a plat map with exact lot dimensions and the location and dimensions of
the proposed extension.

3. The total parking area may not exceed thirty (30) feet of contiguous frontage or fifty percent
(50%) of the lot width (existing plus extension) as measured at its widest point, whichever is less.

4. All extensions must end one foot from the side property line. The area between the extension
and the lot line must be landscaped with the same groundcover used in the front yard or a material
approved by the Architectural Committee.



Driveway Resurfacing:

1. All driveway resurfacing materials shall be concrete or exterior pavers.

2. All driveway coloring materials including dyes, stains and coatings shall be designed for exterior
concrete surfaces only.

3. Color must be a neutral or natural concrete color.

4. If unit pavers are used for resurfacing, must be a solid color in gray or tan tones or a multiple color
scheme in the same tone. All colors must be approved by the ARC.

5. Painting of paved surfaces is prohibited.

Additional Sidewalks

Sidewalks installed to utilize the side gates do not need to be submitted if all of the following conditions
are met.

1. The additional sidewalk is three (3) feet or less in width, is one (1) foot or more from the property
line, and is two (2) feet or more from the home, and

2. The area between the home and the sidewalk addition must have groundcover installed to match
the existing groundcover.

The Architectural Committee reserves the right to review and request changes to the addition per these
requirements.

Additional sidewalks in any other location in the front yard must be submitted for approval.

FENCES AND WALLS INCLUDING DECORATIVE WALLS

Plans to raise the height of a party wall must be submitted for approval with information on the height
of all walls that will about the wall(s) being raised. Side and rear walls may not exceed six (6) feet in
height from ground level, as measure from the lowest side of the wall.

Plans for new fences or walls must be submitted to the Architectural Committee prior to constructions.
Walls must match the existing wall in texture and color. Owner proposing to modify, alter, make
additions to or rebuild a party wall shall first obtain the written consent of the adjoining Owner, which
shall not be unreasonably withheld or conditioned.

Perimeter walls on lots bordering common areas may NOT be torn down to allow access to rear yards.
AN ASSESSMENT OF $2500.00 WILL BE ASSESSED TO A LOT IN WHICH A COMMON WALL HAS BEEN
REMOVED WITHOUT ARCHITECTURAL COMMITTEE APPROVAL. Access must be gained through the
front wall on the side of the home, repairs to this wall must be completed in a timely fashion and
include repairing the old wall to match the texture and color of the remaining wall.



Decorative or garden walls may not exceed thirty-six (36) inches in height. Decorative or garden walls
must be submitted for approval prior to installation and be stuccoed and painted to match the base
color of the home.

Decorative rock/flagstone application may be used, but it must match the decorative rock/flagstone
application that matches the home.

FLAGPOLES

Per Arizona State Bill 1055 signed by the Governor on April 29, 2002, the following rules shall apply to
flagpoles in this community

Display of the American / Arizona State Flags

1. These flags may be displayed from sunrise to sunset

2. These flags should not be displayed on days when the weather is inclement, except when an all-
weather flag is displayed

3. No other flag or pennant should be placed above or, if on the same level, to the right of the
American flag

4. If the American flag is displayed from a vertical flagpole or a flagpole/staff projecting horizontally
or at an angle from a windowsill or front of a home, the union of the flag (blue, where the stars are
located) should be placed at the peak of the flagpole/staff unless the flag is at half staff

5. The flag should never be displayed with the union down, except as a signal of dire distress in
instances of extreme danger to life or property

6. The flag should never touch anything beneath it (the ground, a floor, water or merchandise)

7. The flag should never be fastened, displayed, used, or stored in such a manner as to permit it to
be easily torn down, soiled, or damage, in any way

8. The flag, when it is in such condition that it is no longer a fitting emblem for display, must be
removed and replaced with a new flag.

Placement of American / Arizona State Flags Display, Poles, number of Flags

1. Prior to installing a flagpole on any Lot, the Owner of said Lot must, in writing submit a request
including specific plans detailing the height, type, location, method of installation, and color of the
pole to the Architectural Committee for approval

2. Only one (1) flagpole of any type is allowed on a Lot.

3. The height of a flagpole can be not taller than the height of the highest point of the roofline or the
distance between the point of placement of the pole in the yard and closest point of either of the
following

4. The sidewalk (or the street if no sidewalk exists),

5. Any common area, or

6. Any neighbor’s property line



There shall be no more than one (1) American / Arizona State flag displayed at any one time on a Lot.
The Association permits display of a reasonable number of additional American flags on the following
National Holidays only (to be removed not later than 5:00 pm of the following day) Memorial Day, Flag
Day, July 4™, Labor Day, Veteran’s Day, The American / Arizona State flags may not be placed on
common area.

GATES

All requests for additional gates or gates other than that which were offered by the original developer of
the lot/home must be submitted for Architectural approval. Placement of gate(s) must be approved by
the Architectural Committee.

Double gates may be installed to allow wider access to rear yards. All gates (double or single) should be
of the same material, design and color as the originally installed single gates unless approved by the
Architectural Committee.

Gates may be painted providing the color and sheen is the same as the body color of the home. The
wooden slats may be stained, without Committee approval providing the stain is clear, natural tint or a
light brown color stain. Redwood and dark color stain in not permitted.

Decorative Gates/Enclosures — Permitted subject to the following:

1. They are used to enclose the front foyer area in which case they are required to flow the natural
line of the house entrance area.

2. Decorative gates/enclosures must match the color of the body of the house.

3. The Architectural Committee may allow mixed material gates (wood/metal) where the gate has
significant artistic value.

4. The height of the gate/enclosure must be submitted to the Architectural Committee for approval.

GAZEBOS, PERGOLAS AND HOT TUB COVERS

All Gazebos, Pergolas, Hot Tub Covers and other Backyard Structures must comply with the City of
Surprise Building Code and other applicable ordinances.

1. Paint to match the color of the home or treat wood periodically to preserve a quality appearance.
2. Must be five (5) feet from any lot perimeter wali

3. Maximum Height must not exceed ten (10) feet
4. Roof tiles to match the roof tiles of the home.



Visible portable tents, canopies, umbrellas, gazebos and other pop up structures may be installed
providing they meet the following:

1. If visible over the fence line, they must have a minimum five (5) foot setback from all walls.
2. The color of the fabric must match the color of the home or be an earth tone
3. All temporary structures MUST be maintained in good repair.

GUTTERS AND DOWNSPOUTS

Gutters and downspouts will be considered for approval if the finish matches the color of the home.
The Association strongly recommends use of high quality materials that offer long life, as the gutters
must be maintained in good condition at all times. Downspouts should be directed to release the water
away from the house in that no impediments such as sidewalks and curbing are allowed to encumber
the water.

HEADERS

Headers are continuous materials that separate turf from other planter or inert areas. Headers shall be
of concrete or masonry material may not exceed 12 inches in width and shall be flush where they abut
other paved areas. Rock, railroad ties, plastic, steel, aluminum and redwood header boards are
prohibited.

HVAC (INCLUDING EVAPORATIVE COOLERS)

Except as initially installed by the Builder, no heating, air conditioning or evaporative cooling unit shall
be placed, installed, constructed or maintained upon any lot without the prior written approval of the
Architectural Committee. All units shall be ground mounted, located within the perimeter of the rear
yard and screened or concealed from view of all neighboring property.

LANDSCAPING

Within ninety (90) days of becoming an owner of a lot, the Owner shall install landscaping and irrigation
improvements in compliance with xeriscape principles on any portion of the lot between the street(s)
adjacent to the lot and the exterior wall of the house, or any wall separating the side of back yard of the
lot from the front yard of the lot. Lots with view fencing in the rear are also required to have the rear
yard landscaped within ninety (90) days of becoming the owner of the lot. Plans must be approved by
the Architectural Committee prior to the start of installation.
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MACHINERY AND EQUIPMENT

No machinery, fixtures or equipment of any type, including but not limited to, heating, cooling, air
conditioning, refrigeration equipment, and clotheslines may be placed on any lot or parcel without
screening or concealment from view of non-residential neighboring property or public property.

Qil pans, carpet, boards or any other object used to collect oil spills from driveways must be removed
when not in use so as to not be visible.

PAINT COLORS/ RE-PAINTING

Any residence that is repainted must receive approval from the Architectural Committee, prior to
painting, if the color and/or sheen are different than the original color and sheen. Home colors must be
of a complementary color to the roof tiles. Details must be supplied to the Architectural Committee as
to what section of the house will be painted a particular color. The Committee will also need to be
provided with a color photograph or the colored roof tile to insure the roof and paint color are
complementary.

PLAYGROUND EQUIPMENT

Plans for play structures and similar recreational equipment must be submitted for approval since in
most instances they protrude over the fence line. This is not to eliminate play structures, but to
consider privacy issues for adjacent neighbors and to assure nothing unsightly is erected.

The maximum height which will be considered for approval of swing sets and other play equipment shall
be ten (10) FEET. The maximum height for any deck/platform is four (4) feet above ground level.

The play structure may be placed no closer than five (5) feet to any lot line. When considering plan
approval, the Committee will consider the appearance, height and proximately to neighboring property.
Submittals must include a picture or photograph of the structure, total dimensions, materials and a plat
map or drawings indicating the proposed location and its proximity to adjacent property lines.

The color of the canopy of the play structure must be a neutral color {off-white, beige, light brown), or a
single solid color of red, blue, green or yellow, or striped with white and one other color (red, blue,
green or yeliow). Prints and multi-colored stripped canopies are prohibited.

Trampolines shall be installed in accordance with the instructions from the manufacturer. Trampolines
shall be placed a minimum of five (5) feet from all perimeter walls.
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ROOF AND ROOF STRUCTURES

Roofing materials should match that which were installed by the builder on the original roof of the
home or that which were offered as an option by the builder for a patio cover. Asphalt shingles
{(including rolled singles) are expressly prohibited unless used on the original roof of the home.

Color and material of supports should match the home. Roof shall be flat or match the pitch of the roof
of the home. All patio covers not installed by the builder will need to be reviewed by the Architectural
Committee on any individual basis, prior to installation, with strong consideration being given to any
impact of architectural features in the neighborhood.

If the dwelling unit has a pitched roof, the roofing material for that portion visible from neighboring
property must be clay or concrete tile. Unless specifically authorized in this document, no heating, air
condition, ventilation equipment or any other equipment or structures shall be located or installed or
maintained anywhere on a Lot if it is visible from neighboring property.

POOLS AND SPAS

Pools and spas do not require the prior approval of the Architectural Committee. Perimeter walls on
lots bordering common areas may NOT be torn down to allow access to rear yards. AN ASSESSMENT OF
$2000.00 WILL IS ASSESSED TO A LOT IN WHICH A COMMON WALL HAS BEEN REMOVED WITHOUT
ARCHITECTURAL COMMITTEE APPROVAL. Access must be gained through the front wall on the side of
the home, repairs to this wall must be completed in a timely fashion and include repairing the old wall
to match the texture and color of the remaining wall.

All pool and spa equipment must be screened from view of neighboring property (Lots with view fencing
must submit plans for screening for approval by the Architectural Committee.)

Pools may not be backwashed into any residential street or common area. All backwash water should
be retained on the Owners Lot or discharged into the sewage system. Check with your pool
contractor concerning City ordinance requirements for backwashing. Damage, including erosion, to
common area due to backwashing will be repaired by the Association and all expense incurred by the
Association will be billed to the homeowner.

POOL FENCING AND EQUIPMENT

The specifications for rear yard wrought iron pool fencing installation on a Lot with view fencing shall be
of a neutral earth tone color to match or blend with the exterior color of the home and meet all City,
State and Federal Requirements.
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Pool equipment on lots with view fencing must be screened from view from common areas. Screening
may be through plant material or hardscape enclosure. Hardscape enclosures do not require approval if
the enclosure does not exceed four (4) feet in height, and is stuccoed and painted to match the base
color of the home. All other screen materials require approval of the Architectural Committee.

PROHIBITED PLANT MATERIAL

The following vegetation types and varieties are expressly prohibited:

1. Any species of tree and shrub whose mature height may reasonably be expected to exceed 30

feet

2. All pines (Pinus), cypress (Cupressus), False Cypress (Chamaecypans), Juniper or Cedar (Juniperus)
3. Olive Trees (Olea europea) other than the “Swan Hill” variety

4. Mexican Palo Verde (Parkinsonia aculeatea)

5. All Eucalyptus

6. All varieties of mulberry trees

7. All varieties of Citrus are permissible within the confines of the rear yard only

8. Oleanders (Nerium oleander) other than the dwarf variety and Thevetia (Thevetia species)

9. Fountain Grass (Pennesethus setaceum) or Pampas grass (Cortanderia selloana)

SANITATION

No garbage or trash may be placed on any lot or parcel except in covered containers meeting the City
specifications, which must be stored out of sight. Trash containers may not be set out prior to 6:00 pm
the night before and must be removed by 6:00 am the day after trash collection.

Each owner shall be responsible for removal of rubbish, debris and garbage not only from his lot or
parcel, but also from all public right-of-ways either fronting or alongside his lot or parcel, excluding (1)
public roadway improvements, and (b) those areas specified on a Tract Declaration or subdivision plat to
be maintained by the City or the Association.

SATELLITE DISHES/ANTENNAS

To the extent permitted by applicable law, the installation of antennas, satellite dishes or other devices
for the transmission or reception of television or radio signals or any other form of electromagnetic
radiation shall be subject to the prior written approval of the Architectural Committee unless applicable
law prohibits the Architectural Committee from requiring such prior approval. If the applicable law
prohibits the Architectural Committee from requiring prior approval from the installation of certain

13



antennas, any such antennas are to be instailed as follows. The preferred installation locations are as
follows, in descending order of preference.

1. The satellite dish antennae shall be ground mounted whenever possible

2. A location in the rear yard of the Lot where the Receiver will be screened form view by
landscaping or other improvements

3. An unscreened location in the rear yard of the Lot

4. On the roof, below the roofline

5. A location in the side yard of the Lot where the Receiver and any pole or mast will be screened
from view by landscaping or other improvements.

6. On the roof above the roofline

7. An unscreened location in the side yard

8. A location in the front yard of the Lot where the Receiver will be screened from view by
landscaping or other improvements.

Wires must be securely attached to the dwelling and painted to match where attached, and any masts
used to mount the dish must be painted to match the surface onto which it is mounted.

SECURITY LIGHTING/DEVICES

1. Security lighting must be directed as to not shine on neighboring property

2. Exterior lighting must be soft and indirect, with no light sources visible directly to neighboring
properties

3. Security features including, but not limited to, doors and windows must be submitted for
approval.

4. Security floodlighting is allowed in the side and rear yards only.

SECURITY / SCREEN DOORS

Security doors must be of simple design, modest in ornamentation, and of a color compatible with
the residence. No exposed metal including black wrought iron is permitted on doors or windows
with the exception of security doors. Security doors are doors designed to prevent access into the
home while allowing airflow.

Wrought iron security/screen doors need not be submitted for approval provided they are painted to
match the base color of the home. Silver colored aluminum screen/security doors and/or wire screen
mesh doors are strictly prohibited on front doors.
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SECURITY SIGNS

Security signs must be located a maximum distance of two (2) feet from the front of the home. Security
signs must not exceed 12 inches by 12 inches and must be maintained in good condition at all times.

SIGNS
No signs shall be displayed on any lot except the following:

1. Signs used by Builder to advertise the lots and residence for sale or lease,

2. One temporary “for sale” sign with a total face area of five (5) SQUARE FEET OR LESS

3. Such signs as may be required by law

4. One residential identification sign with a total face area of eighty (80) square inches or less, and,
5. Signs approved by the Architectural Committee

All signs must conform to applicable municipal ordinances. Signs advertising landscaping or pool
contractors, etc, must be removed within forty-eight (48) hours of completion of work.

Garage Sale Signage & Rules — The following rules apply for Garage Sale signage:

1. All signs must be put up and taken down on the day of the sale
2. All signs must have the address of the home on them
3. Signs must not be placed in areas that will impede walking or traffic flow.

SOLAR PANELS AND EQUIPMENT

Solar energy devices may be installed in accordance with the State of Arizona Statutes. Roof mounted
solar equipment (excluding the solar panels) must match the roof material. Panels must be an
integrated part of the roof design and mounted directly to the roof plane. Solar units must not break
the roof ridgeline. Visibility must be minimized from public view, and may be required to be screened
from neighboring property in a manner approved by the ARC.

STORAGE SHEDS

Storage sheds will be permitted and need not be submitted for approval, provided the shed meets the
following requirements

1. Maximum height of the shed, including roof, does not exceed seven (7) feet,
2. Shed must be placed at least three (3) feet from all party walls and perimeter walls within the
community, and
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3. Color of shed must match or blend with color scheme of house or be neutral (i.e. beige, tan)

If placed in a yard with a view fence, the shed must be screened from view with plant materials.
Placement of a shed in a yard with a view fences requires approval of the Architectural Committee prior
to installation.

Sheds not meeting the above noted specifications need to be submitted to the Architectural Committee
and will be considered on a case-by-case basis.

SUNSCREENS

Bronze, gray, charcoal, brown or beige sunscreen material may be installed and not submitted for
approval provided that the window frame matches the sunscreen material or the existing window
frames.

Reflective window films are expressly prohibited. Bronze or charcoal non-reflective window tinting may
be installed without Architectural Committee approval

YARD FURNITURE

Yard furniture may be placed in the front yard with Architectural Committee providing the furniture is
designed as outdoor yard furniture, it remains in like new condition, it is limited to no more than two
chairs and a small bistro table or a single bench/swing style seat and the furniture is placed on an
approved hardscape and is located within four (4) feet of the front door. Yard furniture is not permitted
to be placed on the decomposed granite of the front yard or on the driveway. A small table and four
chairs are permitted in large front courtyards. Material must be of natural wood, concrete, metal or a
combination of metal and wood.

WATER FEATURES

Water features / Fountains will be considered for front yard application provided they are a color that
blends with the house and landscaping and are designed as an integral part of the front yard
landscaping. Height of the fountains and placement must be approved by the Architectural Committee.

Water Features / Fountains for rear yard applications are permissible within the rear yard and do not
require submittal to the Architectural Committee, except on Lots with view fencing. Water features may
not exceed 4 % feet in height. It is recommended that water features be chlorinated.
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A water feature, pond and/or stream may not be drained or backwashed into the washes, common
landscape areas, drainage ways or streets. All water must be retained on owner’s lot or discharged into
the sewage system.

WIND TURBINES

Any form of rooftop solar or ventilation equipment will not be approved unless it is either fully screened
from public view from adjacent properties, or designed to make it an integral feature of the home
design.

WINDOWS

Permanent draperies or suitable window treatments shall be installed on all front facing windows within
sixty (60) 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. Exterior window coverings or treatments used to shelf or decorate openings
must be compatible, with respect to materials and color, with the style and color of home. Exterior
window coverings (awnings) require Architectural Committee approval.

APPLICATION PROCEDURE

SUBMITTAL
Application and plans {(which will be kept on file with the Association) shouid be mailed to:
Sierra Montana Homeowners Association
C/o Rossmar and Graham
15396 N. 83 AV Bldg B, Ste 101
Peoria, AZ 85381
The following information should be included with the submittal:

1. Application Form —Architectural Committee Form — a completed application form (copies may be
obtained from the your Community web sites or management office)
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2. Plot Plan — A site plan showing dimensions, relation to existing dwelling and property lines
(setbacks). Measurements must be written on the plans. Plot plans are received upon execution of
your sales contract

3. Elevation Plans — Plans showing finished appearance of improvement in relation to existing
dwelling

4. Specifications — Detailed description of materials to be used, color samples and dimensions must
be submitted.

All buildings, structures and other improvements erected within Sierra Montana Homeowners
Association and the use and appearance of all land within Sierra Montana Homeowners Association,
shall comply with all applicable City zoning and code requirements as well as the Declaration and these
Rules.

REVIEW — APPROVAL AND/OR DISAPPROVAL

REVIEW PERIOD

The Architectural Committee shall have 45 days after submittal of plans to approve or disapprove plans.

No verbal approvals/disapprovals will be given by the management company. All decisions will be
mailed via US Mail. If the Homeowner does not receive a response after the 45 days, the
application/submittal is considered disapproved.

Review and approval or disapproval will include, but is not limited to, consideration of material, quality
of workmanship, colors and consistency with the external design and color of existing structures on the
lot and impact on the neighboring lots. The location of the improvement with respect to topography
and finished grade elevation is also considered.

Receiving an Architectural Committee approval does not eliminate the need or responsibility of the
Homeowner from receiving any required permits from the City or County. Any Committee approval is
based on esthetics only and has no relation to the engineering on the project.

Neither the Architectural Committee, nor the Board of Directors, nor the Declarant shall have any
liability in connection with or related to approved plans, specifications or improvements. The approval
of the plans does not mean that judgment is passed on the structural soundness of the improvement
nor its effect upon existing or future drainage. The review of the plans is for aesthetic purposes only.

Approval Expiration — Construction must be started within 90 days of the date of the Committee’s
approval of the application or the Committee’s approval shall be deemed withdrawn and plans must be
resubmitted in accordance with these Rules.
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Construction Period — Once started, construction shall be pursued diligently in order to assure prompt

completion thereof. Absent a different deadline for completion of construction (which may be shorter

or longer, at the Committee’s discretion), such construction shall be completed within six (6) months of

the date of the Committee’s approval of the application.

APPEAL PROCESS

In the event a homeowner/association member is not in agreement with an Architectural Committee

decision, an appeal process is provided as follows:

1

First Level Appeal — ARCHITECTUAL COMMITTEE

Upon notification of a CC&R violation or denial of an application submitted to the ARC, the
homeowner may submit within seven (7) days an application for appeal. The application for
appeal must state and be supported with pictures/drawings why the denied project or
violation meets the CC&R’s. The application must be submitted through the Management
Company. ARC members will then review the application for appeal and will decide
whether to uphold the original ARC review/violation or override the original review. The
sole basis for approval/override of the original review will be that they appeal does conform
to the stated CC&R’s. The ARC review must be completed within 15 calendar days upon
receipt. The homeowner may appeal to the ARC in writing or via email.

Second level Review — BOARD OF DIRECTORS

If the homeowner/violator’s appeal is upheld by the ARC review and the homeowner feels
he/she is in conformance with the CC&R’s, a second level appeal may be filed through the
Community Association Manager within thirty (30) days of notification of ARC/CC&R appeal
denial. [f this appeal is in writing or via email, the homeowner must state how the area of
appeal conforms to the CC&R’s and be supported by pictures and drawings. If the appeal is
in person, in order to be placed on the Board of Directors meeting agenda, the homeowner
must contact the Management Company not less than ten (10) calendar days prior to the
next regularly scheduled Board of Directors meeting. The Board meets the last Monday of
each month. A member of the ARC that was present at the first level appeal may be called
in by the Board to provide testimony.

If the homeowner/violator does not comply with the decision of the appeal process within
the required time frame the Association may/will take legal action. The
homeowner/violator may be held liable for any legal expense incurred by the Association
should the civil courts not find in his favor.
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ACCESSORY STRUCTURES ON ONE-ACRE LOTS

These design guidelines are an addition to the previously adopted Guidelines for Sierra Montana, except

that they only relate to accessory buildings on one-acre lots within Sierra Montana.

All other

information within the previously adopted Design Guidelines still remains in force and effect.

PRIOR TO THE COMMENCEMENT OF CONSTRUCTION OR INSTALLATION, ALL PLANS MUST BE
SUBMITTED TO THE COMMITTEE. APPROVAL TO PROCEED SHALL BE REQUIRED IN WRITING FROM THE
COMMITTEE. FOLLOWING THESE RULES DOES NOT ELIMINATE THE NEED FOR SUBMISSION OF PLANS
(UNLESS SPECIFICALLY NOTED). IF APPROVAL IS REQUIRED FROM A GOVERNMENTAL AGENCY (L.E., CITY,
COUNTY, STATE). IT IS UP TO THE OWNER TO INSURE THAT THE GOVERNMENTAL PERMITS/APPROVALS
ARE RECEIVED PRIOR TO THE START OF CONSTRUCTION.

APPLICATION PROCEDURE

SUBMITTAL

Application and plans {(which will be kept on file with the Association) should be mailed to:

Sierra Montana Homeowners Association
¢/o Rossmar & Graham
15396 N. 83" Avenue, Bldg. B Ste. 101
Peoria, AZ 85381

The following information should be included with the submittal:

1.

Architectural Committee Submittal Form: A completed application form (copies may be
obtained from the management office).

Plot Plan: A site plan showing dimensions, relation to existing dwelling and property lines
(setbacks). Measurements must be written on the plans. Plot plans are available at the sales
office or from the builder.

Elevation Plans: Plans showing finished appearance of improvements in relation to existing
dwelling.

Specifications: Detailed description of materials to be used, color samples, and dimensions must
be submitted.

Photograph: If submittal is for an existing structure or improvement, a photograph of the
structure or improvement must accompany the submittal application.
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All buildings, structures and other improvements erected within Sierra Montana Homeowners
Association, and the use and appearance of all land within Sierra Montana Homeowners Association,
shall comply with all applicable City/County/State zoning and code requirements, as well as the
Declaration and these Rules.

REVIEW-APPROVAL AND/OR DISAPPROVAL

The Committee shall have sixty (60) days after submittal of plans to approve or disapprove plans. No
verbal approvals/disapprovals will be given by the management company. All decisions will be mailed
via US Mail.

Review will include, but is not limited to, consideration of material, quality of workmanship, colors, and
consistency with the external design and color of existing structures on the lot and impact on
neighboring lots. The location of the improvement with respect to topography and finished grade
elevation is also considered.

Neither the Committee, nor the Board of Directors, nor the Declarant shall have any liability in
connection with or related to approved plans, specifications, or improvements. The approval of the
plans does not mean that judgment is passed on the structure soundless of the improvement nor its
effect upon existing or future drainage. The review of the plans is for aesthetic purposes only.

APPROVAL EXPIRATION

Construction must be started within ninety (90) days of the date of the Committee’s approval of the
application, or the Committee’s approval shall be deemed withdrawn and plans must be resubmitted in
accordance with these rules.

CONSTRUCTION PERIOD

Once started, construction shall be pursued diligently in order to assure prompt completion thereof.
Absent a different deadline for completion of construction (which may be shorter or longer, at the
Committee’s discretion), such construction shall be completed within six (6) months of the date of the
Committee’s approval of the application.

APPEAL

Any appeal of the Committee’s decision must be in writing, within thirty (30) days of the mailing date of
the Committee decision to: Sierra Montana Homeowners Association, c¢/o of Rossmar & Graham, 15396
N. 83" Avenue, Building B, Suite 101, Peoria, AZ 85381.
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ACCESSORY STRUCTURES

Accessory structures shall include any structures not specifically called out in the Design Guidelines or
the C C & R’s. This shall include casitas, garages, carports, or any other separate structure that is not
attached to the house and was not constructed by the builder as part of the initial home construction.
All buildings under this category require approval of the Committee prior to the start of construction.

It is intended that any accessory structure(s) will look like it/they were built at the same time as the
house was constructed, and was part of the original construction.

The following requirements apply to all structures under this category:

One (1) accessory, structure per lot shall be allowed.
This accessory structure cannot exceed 1,000 square feet under roof.
This accessory structure must not exceed one story in height (with 10; plates maximum).

All exterior materials must match the home, including style, color, texture, and roofing material
(i.e., if the house has pop-outs, the structure must also have pop-outs, ECT.)

Accessory structures must be maintained in like-new condition at all times.

When the house is painted, the accessory structure must be painted at the same time, with the
same color of paint as is used on the house.

Unless specifically stated herein or in the Design Guidelines or the C C & R’s, these structures
must be set back at least ten feet (10’) from all surrounding property lines, unless the building
envelope contains a larger setback. In this case, the structure must be within the building
envelope area as shown on the plot plan and available from the City.

During the entire construction process, the owner of the lot is responsible for the neat storage of
building materials on the lot where the materials will not be visible to neighbors.

Owner is also responsible for the actions of his/her contractor(s) and shall direct contractors to behave
in @ manner that is relative to performing work in a community with residents, as opposed to a
construction job site. This shall include: 1) insuring that trash is placed in dumpsters (not strewn around
the property); 2) keeping unnecessary noise to a minimum {construction noise only, no loud radios are
allowed to play); 3) parking of personal vehicles on the street but making sure vehicles will not interfere
with neighbors (i.e., don’t park in front of driveways, mailboxes, ect.); 4) contractors shall not trespass
onto neighboring lots; 5) contractors shall not clean equipment or dump anything on any property
within Sierra Montana, ect. Construction can occur from sunrise to sunset; no late night construction is
allowed.
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DRAINAGE

Providing for proper drainage on your lot is extremely important. When any changes are made to the
lot, drainage should be considered and not changed unless absolutely necessary. Drainage water may
not be directed toward the building foundation or toward any neighboring property. Drainage may not
be altered to create any condition that could lead to off-site soil erosion in open spaces.
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INTRODUCTION

OVERVIEW OF GUIDELINES

Due to the nature of the community documents, it is important to converge all of the pertinent
information regarding architectural submittals into one document: Association Rules and Design
Guidelines (“Rules”). These Rules for Sierra Montana Homeowners Associations, as allowed in the
Declaration of Covenants, Conditions and Restrictions (CC&R’s) for Sierra Montana Homeowners
Association and all resolutions to date, will provide you with all the latest information relevant to
improvements which will require approval from the Architectural Committee, per Article V, Section .22
of the CC&R'’s.

The Rules, as set forth in this document, shall interpret and implement procedure for the Architectural
Committee’s review and standards, including, but not limited to, architectural design, placement of
buildings, landscaping, color schemes, intended to enhance property values and high standards,
including, but not limited to, architectural design, placement of buildings, landscaping, color schemes,
exterior finish and material, signage, and wall design. These documents are intended to enhance
property values and high standards of development that exist within Sierra Montana Homeowners
Association. Unless specifically identified as not requiring submittal for approval within this document,
prior approval from the Architectural Committee is required. The Rules are established to assist
residents in conforming to the standards established, and amended from time to time, by the Board of
Directors. FOLLOWING THESE RULES DOES NOT ELIMINATE THE NEED FOR SUBMISSION OF PLANS
FOR APPROVAL BY THE ARCHITECTURAL COMMITTEE SHOULD THE ARCHITECTURAL COMMITTEE
REQUIRE SUBMISSION FOR APPROVAL. Each application will be reviewed on a case-by case basis.

PRIOR TO THE COMMENCEMENT OF CONSTRUCTION OR INSTALLATION, ALL PLANS MUST BE
SUBMITTED, IF REQUIRED, TO THE ARCHITECTURAL COMMITTEE. APPROVAL TO PROCEED SHALL BE
REQUIRED IN WRITING FROM THE ARCHITECTURAL COMMITTEE. FOLLOWING THESE GUIDELINES
DOES NOT ELMINATE THE NEED FOR SUBMISSION OF PLANS (UNLESS SPECIFICALLY NOTED).

In the event of conflict between these Design Guidelines, the Declaration, any other Declaration of
Covenants or Restrictions, and any governmental ordinance, building code or regulation, the more
restrictive standard shall prevail.

THESE SUPPLEMENTAL RULES AND DESIGN REVIEW GUIDELINES ARE EXCLUSIVE TO THE MISSIONS /
PARCEL 7 OF SIERRA MONTANA. THIS PARCEL IS ALSO SUBJECT TO SIERRA MONTANA'’S RULES AND
DESIGN REVIEW GUIDELINES. DUE TO THE NATURE OF THIS PARCEL THESE SUPPLEMENTED
DOCUMENT WERE CREATED.

THESE RULES MAY BE AMENDED FROM TIME TO TIME BY A MAJORITY VOTE OF THE BOARD OF
DIRECTORS.



DEFINITIONS

COMMON AREAS

“Common Area(s)” include any section/tract of iand owned by the Association. This includes, but is
not limited to, the Parcel Parks, grass areas, retention areas, drainage areas and paths. The Missions /
Parcel 7 “Common Area(s)” include all property beyond the footprint of the individual house.

MODIFICATIONS

No exterior construction, alteration, addition, or renovation to any structure or improvements on a Lot;
no modifications to patios, and no landscaping, hardscape, walls or fences will be allowed on any Lot,
without application to, and written approval by, the Reviewer. Each Owner is responsible for removing
or otherwise correcting, at their expense, non-complying and/or unapproved improvements.

RULES

ANIMALS

The Association will defer violation of this nature to the City of Surprise and Maricopa County
whom are better equipped and trained to resolve normal animal issues.

Please review the ANIMAL section of the Sierra Montana Rules and Design Review Guidelines
for details.

Please be considerate and follow the ANIMAL rules, City Codes and Maricopa County
Ordinances that require pet owners to keep their pet on a leash when outside, pet owners are
to pick up and properly dispose of pet’s waste and nuisance barking / noise. The homes in The
Missions are very close to each other. If you can/should here your dog barking, others can also.

FLUIDS FROM VEHICLES

No vehicles shall be parked in open spaces that leak any oil or fluids. All fluids that leak from a vehicle,
excluding water, are extremely damaging to the asphalt parking areas and street. This damage greatly
shortens the life of the asphalt and requires repairs sooner that anticipated in your Reserve Study.



These premature non budgeted repairs could cause financial hardship to the Members of The Missions /
Parcel 7.

ITEMS IN THE COMMON AREAS

Homeowners are reminded that bicycles, toy, play equipment, household items, furniture are
not permitted to be left unattended in the Common Areas. Items left on a sidewalk or roadway
pose a danger to many. Any item left unattended in the Common Area is considered to be
abandoned and may be discarded as necessary in addition to placing the owner in a non-
compliance status.

TRASH IN COMMON AREAS

Homeowners are prohibited from placing trash or debris in the Common Area. Please place
your trash in your trash container, which is to be removed promptly after the City has emptied
it and kept stored out of public sight. Further details regarding this Rule may be found in your
CC&R’s and governing documents.

PARKING RULES

The streets in The Missions are private and owned by the Association. The Association has adopted the
following Parking Rules:

1. No Parking in Fire Lanes. In addition to violating this Community rule a violator would be
subject to Arizona Law and City Code. Arizona Law and the City of Surprise have laws and
ordinances that prohibit the stopping, standing or parking of any vehicle in a fire lane. Due to
the make up of the Missions / Parcel 7, the fire lanes are very important for fire equipment to
access a home/structure and rendering emergency services.

2. Vehicles are permitted to park in garages and marked spaces only. Any and all vehicles not
prohibited in the following is permitted to be parked in marked parking spaces and within the
enclosed residential dwelling garage providing there are no violations with the remaining
PARKING RULES.

3. No Parking of Boats, Trailers, RV’s, Motor Homes or Commercial vehicles in open spaces. No
truck (other than a family vehicle), mobile home or motor home, boat, jet ski, wave runner,
recreational vehicle, all-terrain vehicle, off-road vehicle, trailer, camper, camper shell, tent
trailer, snowmobile, bus, or any other vehicle classed by manufacture rating as exceeding one



(1) ton or any vehicle designed for commercial purpose or other similar equipment or vehicle
(hereinafter “Commercial Vehicles”) may be parked, maintained, constructed, reconstructed or
repaired on or in any portion of the Common Area, lots, streets or parking spaces, except for :

a. The temporary parking of any commercial vehicle in a marked parking space for loading
and unloading of any period of not more than eight (8) hours and between the hours of
8:00 AM to 6:00 PM.;

b. Temporary construction trailers or facilities maintained during, and used exclusively in
connection with, the construction of any improvement approved by the Architectural
Review Committee of Board of Directors and

¢. Commercial vehicles parked completely within enclosed residential dwelling garages.

4. Vehicles parked in open spaces must have current registration and be operational. Any vehicle
parked outside of the enclosed residential garage shall have current vehicle registration.
Vehicles that do not display current registration or vehicles appearing inoperable will be
considered abandoned and towed without warning and at the owner’ expense.

5. Vehicles parked in open spaces must not leak any oil or fluids. All fluids that leak from a vehicle,
excluding water, are extremely damaging to the asphalt parking areas and street. This damage
greatly shortens the life of the asphalt and requires repairs sooner that anticipated in your
Reserve Study. These premature non budgeted repairs could cause financial hardship to the
Members of The Missions / Parcel 7.

6. No vehicle shall remain in the same open marked parking space for more than three (3)
consecutive days. The open marked parking spaces are intended to be used for overflow and
guest parking. These spaces are not intended for the storage of a vehicle.

7. No vehicle shall be repaired or rebuilt in open spaces. Except for emergency repairs of any
vehicle, no vehicle shall be repaired, constructed, reconstructed or repaired in any portion of
The Missions / Parcel 7 except within the enclosed garage of a residential garage.

VIOLATORS MAY BE TOWED WITHOUT NOTIFICATION OR WARNING AT THE OWNER”S EXPENSE. The
Board of Directors shall have the right to have any vehicle or other item of equipment parked,
maintained, kept, reconstructed, repaired or leaking any fluid in violation of this section towed away or
immobilized at the sole expense of the owner of the vehicle or equipment. Any expense incurred by the
Association, including , without limitation, attorneys’ and court fees and costs, in connection with the
towing or immobilization of any vehicle or equipment shall be paid to the Association upon demand by
the owner of the vehicle or equipment. Each Homeowner shall indemnify, defend and hold the
Association harmless from any claim and expense by or from any resident, lessee, guest or invitee of
his/her home relating to the immobilization or towing of any vehicle parked in violation of this section.



DESIGN GUIDELINES

Due to the nature of this Parcel, many decorative items that are permitted in the other sections of the
Community are not permitted in The Missions. These are named in this document in either the RULES
or DESIGN GUIDELINE sections. There are several modifications that a Homeowner may complete to
his/her home that are not specifically mentioned in this document, but are listed in the Sierra Montana
Homeowners Association Rules & Design Guidelines.

ftems that are permitted, as well as any modification to the exterior of the home from the builder’s plan
and construction, require Architectural Review Committee approval. This complete submittal procedure
is outlined in the Sierra Montana Community Rules and Design Review Guidelines as well as details for
the Appeal Procedures and related information.

The following items are specific to the make up of The Missions:

CLOTHES DRYING

Outside clotheslines or other outside facilities for drying or airing clothes shall not be erected, placed or
utilized on the patio or in the Common Area. Clothing articles are also prohibited from being draped
across fencing, gates or patio furniture.

ITEMS STORED ON A PATIO

Nothing may be kept on any patio, except for outdoor furniture, designed and intended by the
manufacture for the use of; all such furniture and plants placed or maintained on any porch,
balcony, or patio must at all times be in good condition and repair and kept in an orderly and
uncluttered fashion. Barbeques are not considered patio furniture and may be allowed on a
patio providing a City Ordnance does not exist prohibiting its placement and use. If permitted
by City Code, the Association recommends moving any outdoor cooking device at least ten (10)
feet away from any structure before operating. Also be aware that using a grill under a covered
patio is extremely dangerous and may cause damage to your home and others. It may also void
your Homeowners insurance in the event of a fire caused by its use.

No outdoor fire pits, fire bowls or open flame device of any kind shall be placed or operated or
stored on a patio. Wind chimes are prohibited.



B e
Answers to your Community’s Needs
Raise Your Standard Of Living

At Rossmar & Graham, our business is built on making your life better. This means eliminating the stress of managing your communi-
ty. Keeping your community beautiful. Reliably meeting all our obligations. And maintaining and enhancing your property’s value
over time.

With over 30 years experience, we know how to fulfill all aspects of residential property management, from financial and compli-
ance support to community services and physical maintenance. We’re committed to caring for your community, freeing you to get on
with the good life.

Overview

An important aspect of any community association management company is the quality of the people behind it. At Rossmar &
Graham, we have built a strong team of professionals you can depend on.Through the personal service of your association manager,
you will have access to expertise not found in most other management companies. However straightforward or complex your associ-
ation needs may be, we set our service standards high.

You can rely on your association manager to be your advocate and ally, and to productively manage the affairs of your association.
We will provide objective and knowledgeable opinions on all association-related matters. We will get answers to your questions and

will promptly address any issues that arise in your community. You can count on Rossmar & Graham to provide unbiased advice,
uncompromising quality and unparalleled service.

The Rossmar & Graham Team

A Community of Excellence

Rossmar & Graham is committed to providing unmatched community management.To achieve this, we have assembled a team of
outstanding professionals. These individuals are experts in everything from accounting to electrical repair. Collectively, we are proud
to serve nearly 200,000 Arizona residents. It is our mission to positively impact every association and homeowner we work for.

The Rossmar & Graham team is committed to creating communities of excellence.

Conscientious Community Administration

From insurance and risk management to systematic record keeping and resale certification, Rossmar & Graham understands the
demands of successful administration. We coordinate communication throughout your community to ensure association members
are informed on all relevant issues. We even facilitate complimentary websites and newsletters to help build a sense of belonging.
With our sensitive handling of delicate and often difficult day-to-day matters, we make it easy to come home to a true feeling of
community.

Caring for Communities

Rossmar & Graham is Arizona’s leading community association management company. We manage and supervise the needs of almost
270 community associations, comprising 75,000 residential units throughout the Valley. Our company’s successful history began in
1968 and we welcome the opportunity to serve you in the years to come.

(gﬁoss Scottsdale Headquarters Mesa Office Peoria Office
Gra am 9362 E. Raintree Drive 1801 S. Extension, Ste. 124 15396 N. 83rd Ave.

o Scottsdale, Arizona 85260 Mesa, AZ 85210 Bldg. B, Ste. 101
Community Association Management Main Phone (480) 551-4300 Main Phone (480) 551-4300  Peoria, AZ 85382
WWW.rossmar-mgt.com Main Fax (480) 551-6000 Main Fax (480) 551-6000 Main Phone (480) 551-4300

Main Fax (480) 551-6000






ROSSMAR & GRAHAM
COMMUNITY ASSOCIATION MANAGEMENT

OUR
MISSION STATEMENT

To positively impact the Associations we manage.

To create a sense of community and well being for the homeowners we
serve.

To provide exceptional service value which results in enriched lifestyles
for our homeowners.

Caring for Communities is our top priority!

As the Management Company for your association, we have compiled this
information to help you better understand living in a homeowner’s association and
the roles of the Board of Directors and the Management Company.

A NEW LIFESTYLE

Since purchasing your residence you have become a member of the association in which you live. As a
member, you are required to pay a maintenance fee to the association and abide by the rules as described in
the Declaration of Covenants, Conditions and Restrictions (CC&R’s). Included in this package is a copy of
your community CC&R’s. Please make sure you take some time to familiarize yourself with them.

The Board of Directors

The Board of Directors of your association is elected by the members of the community at the annual
meeting. Your Board Members are volunteers who dedicate themselves to see that your association is run
smoothly and maintains its value. The following is a list of some of the responsibilities of the Board of
Directors:

. Preparation of the annual budget for the association

. Establishment of required assessments



. Collection of all assessments

. Maintaining common areas of the association

. Amending community rules & regulations as necessary

. Enforcement of all governing documents

. Obtaining proper insurance coverage for the association
ASSESSMENTS

Assessments are necessary in order to maintain the common areas of your community, pay administration
costs and to fund reserves for major repairs and future capital expenditures. The amount of assessments
paid by members is established by the Board of Directors. Over time it may be necessary for your Board to
raise assessments to cover increases in the cost of living and the cost of essential services.

DEED RESTRICTIONS AND
ARCHITECTURAL CONTROL

In order to maintain the integrity of your community and the value of your home, Architectural standards
have been outlined in your CC&R’s and/or Rules & Regulations. Please review these carefully, as you may
be required to submit a request for approval for exterior modifications to your residence.

MANAGING YOUR
ASSOCIATION

Rossmar & Graham represents your Board of Directors and provides day-to-day management of your
association. The following is a partial list of services provided by Rossmar & Graham:

. Maintain financial records

. Bill and post assessment payments

. Prepare financial statements

. Assist in the preparation of the association’s annual budget

. Supervise common area repairs

. Supervise and maintain common areas

. Supervise compliance with CC&R’s and Rules & Regulations

. Administration of insurance policies

. Handle administrative and homeowner inquiries

. Process Architectural requests to the Architectural committee and/or Board Member(s)
. Any service that is required by your Board of Directors in order to effectively maintain

the common area of your association

YOUR COMMUNITY IS FOR YOU TO ENJOY....



FOLLOWING ARE THINGS YOU SHOULD KNOW:

Community association living has been designed to be a “carefree style of living” and we want this to be an
enjoyable experience for you. To help us provide you with quality management services, we ask your
cooperation in the following areas:

Community Appearance: This is your personal residence and these are your grounds and amenities. Please
show pride in ownership by keeping your area looking its finest. We are proud of your community and you
should be too.

Disturbances: You and your guests are welcome to enjoy social gatherings, but please use good taste and
try to always be a good neighbor. Please help out by not disturbing others in your neighborhood. If
absolutely necessary contact the local police about any disturbances. After-hours emergency personnel of
Rossmar & Graham cannot assist you with disturbances.

Refuse Collection: If your community has common area trash receptacles, please make sure your refuse is
placed inside the container — not on top or beside it. Trash placed outside the container causes litter and
debris to be strewn about the community and encourages unwanted pests.

If your community has door-to-door curbside pick up, please do not place trash out before the scheduled
route time. This leads to an unsightly appearance and contributes to litter around the property. Always use
heavy bags that are adequate for refuse disposal.

Disposal of items such as appliances, furniture, medical disposables and environmentally unsafe products
are the responsibility of each individual resident — not the association or the management company.

Parking: For maximum safety, and to minimize inconvenience to your neighbors, please park in the
parking areas designated for your home. Guests should use designated visitor parking areas and not your
neighbor’s parking area or driveway. Never park in a fire lane or park in such a way that will prevent
access to any areas.

Certain recreational and over-sized vehicles and boats may not be parked or stored in your community or at
your private residence. Please refer to your documents for specific guidelines about such vehicles.
Inoperable vehicles may not be parked or stored within your community. For the safety of all residents,
please abide by all posted speed limits and traffic signs within the community.

Pets: Your association may have rules and limitations regarding the size, number and type of pets you may
have. If you have any questions regarding pets, please review the association’s rules. If you have pets,
please be considerate and always keep your pets attended on a leash and clean up after them.

City ordinances require that your pets be licensed and vaccinated. Other animal restrictions (breeding, types
of animals allowed, etc.) are outlined in your association’s documents as well as in City pet ordinances.

Pools: Community pools are for your recreation and enjoyment. To make sure that all owners are able to
enjoy this amenity, we ask that you observe the following policies. (Please refer to your community Rules
& Regulations for specific use policies.)

. Please limit the number of guests you invite to the community pool and be considerate of
others.

. Glass containers and glass objects are a safety hazard and should be kept out of the pool
area.

. Dispose of all trash in the containers provided. We want all areas to look their best.



Pets of any kind are not allowed within the pool areas. This is a Health Department

requirement.



Other Amenities: Your community association may have other amenities for your enjoyment, such as a
clubhouse, spa or tennis courts. Please check with Rossmar & Graham for the applicable Rules &
Regulations regarding these facilities. Your cooperation is requested to insure community amenities are
kept in good order for all owners to use.

Owners Insurance: Your association only insures the common areas of the community. Depending upon
the type of community association in which you live, this coverage varies greatly. It is important that you
contact an insurance provider to insure your personal property, contents and any improvements to your lot.
Neither the association nor Rossmar & Graham is responsible for maintaining your personal insurance.

Security: While the protection of you and your property is of concern, your association or Rossmar &
Graham cannot provide security to you and/or your property. You are responsible for maintaining your
property and your own security. Please report any suspicious persons or activity to your local police
department first, then notify your Rossmar & Graham manager.

How You Can Help Your Association: Do not give instructions to association employees or contractors.
Rossmar & Graham is responsible for the supervision of these personnel. If you see something which
concerns you, please contact Rossmar & Graham. Do not pay association personnel to perform services in
your home or unit. This encourages employees to neglect their regular duties and prevents the association
from receiving the services for which it has paid. )

We strongly encourage you not to withhold assessment payments if for some reason you become
dissatisfied with certain aspects of the community. The value of the community will be adversely affected
if assessment payments are withheld. There are other alternatives available to you for the resolution of
issues and concerns you may have. If you have a concern, please contact your Rossmar & Graham manager
who will present the matter to the Board of Directors for consideration.

We’d love to hear from you! If you need to reach us for any reason, please call us at either office. You’ll
always find someone courteous and friendly to assist you.

SCOTTSDALE OFFICE: MESA OFFICE: PEORIA OFFICE:
9362 E. Raintree Dr. 1801 S. Extension Rd. 15396 N. 83™ Ave.
Scottsdale, AZ 85260 Suite 124 Bldg. B, Suite 101
480-551-4300 — Phone Mesa, AZ 85210 Peoria, AZ 85382
480-551-6000 — Fax 480-551-4300 — Phone 480-551-4300 - Phone
480-551-6000 - Fax 480-551-6000 - Fax

Website: www.rossmar-mgt.com
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