ARTICLE X
USE RESTRICTIQNS

A1l real property within the Properties, and annexations thereto, shall be held,
used and enjoyed subject to the following 1imitations and restrictions, subject
to the exemption of Grantor 1n Article XIY hereof:

Section 1. Family Residence. Each Lot shall be developed and used as a
residence for a Family and for no other purpose,

Section 2, Business or Commercial Activity., HNo part of the Properties shall
ever be usad or caused to be usad or allowed or authorized in any way, directly
or indirectly, for any business, commercial, manufacturing, mercantile, storage,
vending or other such nonresidantial purposes; except Grantor, its successors or
assigns, may use any portion of the Properties for 3 model home site, and
display and sales office during the construction and sales period in accordance
with Article 11, Sectign ) (d), and Article XIV of this Declaration. The
provisions of this Section 2 shall not preclude professional and administrative
occupations without external evidence thereof, for 50 long ag such occupations
are in conformance with the ordinances of the applicable County and/or City and
ara oerely incidental to the use of the Dwelling as a residential home.

Section 3. Muisances. Ko noxious or offensive activity {including but nat
Timited to the repair of motor vehicles) shall be carried on, i{n or upon any Lot,
Dwelling or the Common Area, nor shall anything be done therein which may be ar
become an unreasonable annoyance or nuisance tc any other Owner. Hithout
1imiting the generality of the foregoing provisfons, no loud notses or noxtous
odors, no extsrior speakers, horns, whistles, bells or other sound devices (other
than security devices used exclusively for secusity purposes), noisy or smokey
vehicles, large power equipment or large power tools, unlicensed off-road motor
vehicles or other items which may unreasonably intarfere with talevision or radio
reception of any Owner in the Properties, shall be located, used or placed on any
partion of the Properties, or exposed to the view of other Owners without the
prior written approval of the ARC. The Board of Directors shall have the right
to detarmine in accordanca with the Bylaws if any noise, odor, interferencs or
activity producing gsuch natse, odar or interferences constitutss a nuisancs,

Section 4. ns No sign, poster, display, biliboard or other advertising

device of anj_l d shall be displayed to the public view on any portion of the
Properties or any Lot, without the prior written consent of the ARC, except (a
one 3ign for each Lot, of not larger than eighteen (18) inches by thirty (30

inches, advertising the Lot for sale or rent, or {b) stgns, regardless of size,
used by Grantor, its successors or assigns, to advertise the Propertfes during
construction and sale period. Al! signs or biliboards and the conditions
promilgated for the ragulation therecf shall conform to the requirements of all
applicable governmental ordinances.
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Section 5. Parking and Vephicular Restrictions. MNo Owner shall park, store or
keep on any property or street (public or private) within the Properties any
large commercial-type vahicles (including, but not limited to, any dump truck,
cement mixer truck, oll or gas truck or delivery truck), any recreational
vehicle, any bus, trailer, baat, alrcraft, mobile home, inoperadble venicle or
any other similar vehicle or any vehicular equipment, mobile or otherwise,
deemed to be a nuisance by the Board, upon any unenclosed or unscreened parking
space, so as to be visidble from anywhere in the Praperties. The above axcludes
camper trucks and simflar vehicles up to and including three-quarter (3/4) ton
when used for everyday-type transportation and subject to approval by the Board.
Na Owner of a Lot shall conduct major repairs or major restorations of any motor
vehicle, boat, trailer, alrcraft or other vehicle upon any portion of any Lot,
except wholly within the Owner's garage, and then only when the garage door is
_closed; provided, however, thet such activity shall at no time be permitted if it
is determined by the Board or its agent to be a nuisance. Garage doors shall
remain closed except for reasonable periods while the garages are being used.
Garagas shall be usad for garage purposes only and shall not be converted to
other uzes. VYehicles owned, operated or within the control of any Owner shall be
parked in the garage of such Owner to the extent of the space available therein,
and each Owner, to the cxteat necessary, shall ensure that his garage is
maintained so as to be capabie of accommadating at lesst two (2) automobiles.
Motwithstanding the foregoing, these restrictfons shall not be interpreted in
such a manner so 3s to permit any activity which would be contrary to any
ordinance of the applicable County and/or City,

Section 6. Animal Restrictions. No insects, reptiles, paultery, l{vestock, or
animals of any kind shall be raised, bred or kept on any Lot, except usual and
ordinary dogs, cats, fish, birds and other household pets, (excluding, without

—"1imitation, equine, bovine, sheep, swine, goats and other such animals) may be

kept on Lots, provided that they are not kept, bred or maintained for commercial
purpases or in unressonable gquantities, nor {n violation of the rules and
regulations adopted by the Association as provided in the Bylaws. As used in
this Oeclaration, “unreasonable quantities®™ shall ordinarily mean more than two
{2} pets per househoid, prqvided, however, that the Association (or the ARC or
such other person or entity as the Association may from time to time designate)
may determine that a reasonable number in any inatance may be more or less.

The Associatton, acting through the Board of 0Oirectors, shall have the right to
prohibit maintenance of any animal which constitutes, in the opinton of the
Board, & nuisance to any other Owner. Animale belonging to Owners, occupants or
their licensees, tenants or {nvitees with{n the Properties must be eithar kept
within an enclosure, an enclosed yard or on a leash being held by a person
capable of controlling the animal. Furthermore, any Owner stall be liable to
each and all remaining Owners, their familles, guests, tenants and invitees, for
any unreasonable noisa or damage to person oF property caused by any animals
brought or kept upon the Properties dy an Owner or by members of his family, his
tenants or his guests; and it shall be the duty and responsibility of each Owner

to clean up aftsr such animals which have used any portion of the Properties.
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Section 7. Trash. Mo rubbish, trash or garbage or other waste material shaill
be kept ar permitted upon any Lot or Common Area, except in sanitary containers
Jocated in appropriate areas screened and concesled from view, and no odor shail)
be permitted to arise therefrom 30 as to render the Properties, or any portion
thereof, unisanitary, unsightly, offansive or detrimental tao any other property
in the vicinity thereof or tts occupants, Such containers shall be exposed ta
the view of naighboring Lots only when set out for a rsasonable period of time
[{not to exceed twelive (12) hours before and aftar scheduled trash coilaction
hours). Thare shall da no exterfor fires whatscever excapt barbaque fires
contatned within receptsclies therefor and that do not create & fire hazard. No
clothing or household fabrics 3hall be hung, dried or aired 1n such a way in the
Properties as to0 be visible to other property, and no lumber, grass, shrub or
tree clippings or plant wasta, metals, bulk material or scrap or refuse or trash
shall be kept, stored or allowed to actumulate on any portion of the Properties
except within an enclosed structure or appropriately screened from view,

Section 8. View Obstructions. €ach OQwner by accepting a deed to a Lot hereby
acknowledges that any construction or {installation by Grantor may impair the
view of such Owner and hereby consents ta such impairment.

Section 9. Temporary Buildings. No outbuilding, basement, shack, shed gr other
temporary buliding or Tsprovement of any kind shall be placed upan any portion
of the Properties whether temporarily or permanently. No garage, tratler,
camper, motor home or recreation vehicle shall be used as a residence in the
Properties, either temporarily or permanently.

Section 10. Common Ares. Nothing shal) be altered or constructed in or removed
from the Common Area except upon the written consent of the Associatlion.

Section 11. Outside Installations. Mo radio or shortwave station nor exterior
radio or "C.8." antennae of any kind shall be operated from any Lot or Dwelling
unless approved by the ARC and subject to the conditions, regulations and
ordinances of the applicabla County and/or City. MNo fence or wall shall be
eracted, 3ltered or maintained on any Lot {n the Properties, except with prior
approval of the ARC and applicable County/City governmental body.

Section 12. Insurance Rates. Nothing shall be done or kept {n the Properties
which will {ncrease the rzte of i{nsurance on any property 1insured by the
Association without the approval of the Board, nor shall anything be done ar
kept fn the Properties which would result in the c2ncellation of insurance on
any property insured by the Association or which would be 1n violation of any
law.
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Section 13, Drilling. No oil drilling, o1l developmant operations, ot}
refining, quarrying or mining operations of any kind shall bde permitted upon or
in any Lot or the Common Area, nor shall cil wells, tanks, tunnels or mineral
excavations or shafts be permitted upon the surface of any Lot or Common Area or
within five hundred fifty (550') feet below the surface of the Properties. Ho
derrick or other structure designed for use in boring for oil, water or natural
gas shall be erected, maintained or permitted upon any Lot or Common Ares.

Section 14, Further Subdivision. No Owner shall further partition or subdivide
his Lot; provided, however, that this provision shall not be construed to limit
the right of an Owner (1) to rent or lease all or any portion of his Lot by
meansg of 2 written lease or rental agreement subject to the restrictions of this
Declaration, 30 long as the Lot {s not leased for transient or hotel purposes;
(2) to sell his Lot; or (3) to tranfer or sell any Lot to more than one person

to be held by them as tenants-in-common, joint tenants, tenants by the entirety -

or as community property. The terms of any Such lease or rental agreement shall
be subject in all respects to the provisions of this Declaratior and the Bylaws
of the Association, and any fallure by the lessees of such Lot to comply with
‘the terms of this Declaration or-the Bylaws of the Association shall constitute
a dafaylt under the lease.

a
v

Section 15. Drainage. There shall be no iInterference with the estadblished
drafnage pattern over any Lot within the Properties, unless an adequate
alternative provision is made for proper drainage and {s first approved by the
ARC and in accordance with any requirements of the applicable County and/or City.
. For the purposes hereof, "established” drainage is defined as the drainage which
exists at the time that such Lot {s conveyed to a purchaser from Grantor, or
that which is shown on any plans approved by the ARC, which may include drainage
from the Common Area over any Lot or Lots in the Properties. Each Owner, with
respect to his Lot, and the Association with respect the Common Area, shall have
the right to use the established drainage pattern and system for the purpose of
draining their respective Lots and improvements thereon; provide that such right
of drainage shall not include the right to discharge noxious or offenstive
matter. Water from any Lot and the improvemeants thereon may drain or flow into
adjacent streets. Water shall not be aliowed to drain or flow onto adjacent
‘Lots except to tha extent provided for by the established drainage pattern and
system, Al slopes or terraces on any Lot shall be maintained as provided
therecn at the time such Lot 1is initlally conveyed to a purchaser, so as to
pravent any erosion thereof upon adjacent streets or adjoining properties.

Section 16. MWater Supply Systems. No individual water supply, sewage disposal
system or water softener system shall be permitied on any Lot in the Properties
unless such system is designed, located, constructed and equipped in accordance
with the requirements, standards and recommendations of any applicable water
district, the County Health Department, tha ARC and all other applicable
governmental authorities. ;
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Section 17. Violation of Governing Instruments. Thers shall be no violation of
the restrictfons of this Declaration or of the rules and regulations of the
Assoclaiion adopimd in accordance with the provisions of the Bylaws. If any
Owner, his faeily, gquast, I1icensee, lessae or {invitee violates any such
rastrictions, the Board may impose a reasonable Special Assessment in the form
of a reasonabla monetary penalty upoa such Omner for each such violation and may
suspend the voting privilages of such Owner as further provided in the Bylaws.
Such Special Assessment shall be collectible pursuant to Article VII, Section 7.
The Board shall give such Owner Motice and Hearing, pursyant to California
Corporstion Code §7341, before invoking such Special Assassment oF suspension.

Section 18. Encroachment. Each Lot within the Properties 1s hereby declared to
have an easement over all adjoining Lots for the purpose of accommodating any
encroachment due to engineering errors, errors 1n original construction,
sattlement or shifting of the building roof overhangs, architectural or other

__appendages, drainage of rainwater from roofs, or any othar csuse. There ghall

be valid easements for the maintenance of satd encroachments so long as they
shall exist, and the rights and obligations of Owners shall not be altered in
any way by satid encroachments, settlement or shifting; provided, however, that
in no event shall & valid =asement for encroachment be created in favor of an
Owner or Owners if sald encroachment occurred due to the wiliful misconduct of
satd Owner or Owners. In the event a 3structure on any Lot is partially or
totally destroyed and then repaired or rebuilt, the Owners of each Lot agree
that minor encroachments cover adjoining Lots shall be permitted, and that there
shall be valid easements for the maintenance of said encroachments so long as
they shall exist.

ARTICLE XI
DAMAGE, DESTRUCTION OR CONDEMNATION

Damage to, destruction or condemnation of all or any portion of the Properties
shali be handled in the following manner:

{a) In the event of damage or destruction to the Common Area, the
Assoctation shall cause such damage or destruction of the Common Area to be
repaired and reconstructed substantialiy as 1t previously existad.

{f there exists insufficient Associatjon Reserve Funds or insufficient {nsyrance
proceeds, I1f any, then the Assoclation shall raise the necessary funds by
levying equal Reconstruction Assassments agajnst al) Lots.

(b) Each Lot Owner shall be liable to the Association for any damage to
the Common Area, which may be sustained by reason of the negligence or willful
misconduct of said Lot Owner or the Persons deriving thelr right and easement of
use and enjoyment of the Common Area from said Lot Owner, or his respective
family and guests, both minor and adult. ([n the case of joint osnership of a
Lot, the 11abtility of such Owners shsll be joint and several, After Notice and
Heartng, pursuant to California Corporation Code §7341, the cost of correcting
such damage shall be a Special Assessment agatnst the Lot and may be collected as
provided herein for the collection of Common Assessments.
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(c) If at any time all or any portion of the Common Arez, or any interest
therein, be taken for any public orF guasi-public use, under any statute, by
right of eminent domain or by private purchase in lieu of eminent domain, the
award in condemnation shall be paid to the Association. Any such award payable
to the Association shall be deposited in the Operating Fund. No Member 3hall be
entitled to participate as s party, or otherwise, in any proceedings relating to
such condemnation. The Association shall have the exclusive right to
participate in such proceedings and shall;, {in its name alone, represent the
interest of all Members,

(d) In the event of any taking of all or any portion of a residential Lot
for any public or quasi-public use, under any statute, by right of eminent domain
or by private purchase §n 1ieu of eminent domain, the award in condemnation shall

. be paid to the sppiicable Lot Ownwers and their Mortgagess.

{e) [In the event of damage or ‘destruction to any Dwelling or f{mprovements
upon any Lot, the Owner(s) thereof shall reconstruct the same pursuant to Article
IX, §3o

ARTICLE X11
INSURANCE

Section 1. Lizbility and Other Insurance. The Association shall nave the power
and duty to and shall obtaln comprehensive public 1lability insurance, including
medical payments, liquor 1tability insurance and malicious mischief, in such
limits as it shall deem desirable, insuring against 1{ability for bodily injury,
death and property damage arising from the activities of the Association or with
respect to property under its jurisdiction, including, if obtainable, a cross-
11ability endorsement insuring esch Insured against liability to each other
{nsyred, The Association shall also obtain, through the Board, HWorker's
Compensation insurance and other liability insurance as it may deem desirable,
insuring each Lot Owner and the Association, Board of Directors and Manager from

.11ability in connection with the Common Area, the premfums for which are a Common

Expense included in the Common Assessments made against the Owners. Al
insurance policies shall be reviewed at least annually by the Board of Directors
and the Yimits increased in its discretion, and which will meet the requirements
_estadblished by any Federal Agency. The Board may also obtain such errors and
omissions {nsurance, indemnity bonds and other insuriance as it deems advisable,
insuring the Board, the officers of the Association and the Manager against any
1tability for any act or omission in carrying out their obligations hereunder, or
resulting from their membership on the Board or on any cosmitiee thereof,

Section 2. Casualty Insurance-Common Area., The Associatfon shall keep all
buiTdings, improvements and {ixtures of the Common Area 1nsured against loss or
damage by fire or other hazards and casuvaities for the full {nsurance replacement
cost thereof, when applicable. The {nsurance coverage with respect to the

©29=

1£69VT-18



Common Area shall be written in the name of, and the proceeds thereof shall be
payabie to the Assoclation. Insurance proceeds shall be used by the Association
for the repair or replacement of the proparty for which the 1{nsurance was
carried. Premfums for all insurance carried by the Association 2are Common
Expanses included in the Common Agsessments mede by tha Association.

Section 3. Casualty Insurance-Residential Structures. Each Owner shall keep
his/her Dwel1ing and Lot Tmprovements Tnsured agalnst laoss or damage by fire or
‘other hazards and casualties for tne full insurance replacement cost thereof.
The {nsurance proceeds must be usad by the Lot Owners for the repair and
. replacement of the property and improvemenis thereon for which the insurance was
carried, pursuant to Sectton 3 of Article IX. ,

Section 4, MNaiver of Subrogstion. Al1 policies of physical damaga {insurance
maintained by the Association shall pravide, {f reasonadly possidle, for waiver
.of: (1) any defense based on co-iasurance; (2) any right of setoff,
counterclaim, apportionment, proration or contribution by reason of other
insurance not carried by the Association, and/or (3) any i{nvalidity, other
adverse effect or defense on account of any breach of warranty or condi{tion
caused by the Association, any Jwner of any tenant of any Owner, or arfsing from
any act, neglect, or omission of any named insured or the respective agents,
contractors and employees of any lnsyred.

Section 5. Insurance Obligations of Owners. 1t 3hall be the responsibility of
each Owner to odtaln comprehensive l{ab{lity insurance for his Lot in Such limits
as requirad by FRMA, GNMA, FHLMC and any other Federal Agency 1if appiicable,
insuring against 1iability for bodily injury, death and property damage. [t
shall also be the responsibility of each Owner to maintain his own individual
personal property insurance coverage.

Section 6. Notice Obligations. Each Owner shall, withia thirty (30) days after
recordation of the conveyance of his Lot from Graator and thereafter at least ten
(10) days prior to the expiration, termination, cancellation or modification of
any existing policy, furnish to the Assoctation duplicate copies of policies or
certificates thereof, showing that such insurance is currently in force,
certified by the insurance company or by 1ts duly authorized agent. All such
policies shall contain & provision that the same shall not be cancalled or
terminatad except upon at least thirty (30) days' written notice to the
Association and to the holder of the first mortgage and each Owner shiall notify
the Association of the existence or nonexistence of an Jassigament of such
insurance maintained by said Owner upon the sale of his Lot. The Association, as
required, shall provide all holders of first mortgages dupltcate copies of
poticies or certificates the Association is obligated to maintain.

Section 7., FRMA, GHMA AND FHLMC Insurance Requirements. Motwithstanding any
other provisfons herein, the Association shall continuously maintain in effect
such casualty, earthquake, flood and liability finsurance and a fidelity bond
meeting the requirements established by the Federal Rational Mortgage Assaciation
("FNMA"), the Government Hational Mortgage Association (“GNMA™) and the Federa)
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" Home Loan Mortgage Corparation (“FHLMC®) or other Federal Agenclies, so long as
any of which 13 a Mortgagee, Qwner, {nsuror or guarantor of a )oan on & Lot in
-the Properties, except to the extent such coverage i3 not available or has been
watved in writing by the FNMA, GNMA and FHLMC or other Federal Agencies whare
applicable.

ARTICLE XIII
MORTGAGEE PROTECTION CLAUSES

Notwithstanding any and 211 provisions hereof to the contrary, {an arder to
{nduce the federal Howe Loan Mortgage Corporation (“FHLMC"), the Gavernment
Hational Mortgage Assoctation ("GNMA®) and the Federal National Mortgage
Association (“FRMA™) to participates in the financing of the sale of Lots within
the Propecties, the following provisions are added hereto (and to the extent
these added provisions conflict with any othar provisions of the Declarationm,
these added provisices shall control):

(a) Each First Mortgagea of a Mortgage encunbering any Lot, at its written
request, {s entitled to written notification from the Association of any default
by the Mortgagor of su¢ch Lot in the performance of such Mortgagor's obligations
under this Declaration, the Articles of Incorporstion of the Association or the
Bylaws of the Association, which default 1s not cured within thirty (30) days
after the Association learns of such default.

(b) Each Owner, as well as every First Mortqagee of a Mortigsge encumbering
any Lot which obtains title to such Lot pursuant to the remedies provided in such
Mortgage, or by foraclosure of such Mortgage, or by deed (or assignment) in lieu
of foreclosure, shall be exempt from any “right of first refusal” and can sell or
lease his Lot.

(¢) Each First Hortgagee of a Mortgage encumbering any Lot which obtains
title to such Lot pursuant to the reszdies provided in such HWortgage (which
shall not finclude deed in lieu of foreclosure) or by foreclosure of such
Mortgage, shall take title te such Lot freea and clear of any claims of unpaid
assessments or chargas 4gaingt such Lot which accrued prior to the acguisition
of titla to such Lot by tha Martgagee,

(d) Unless at Teast seventy-five (75%) percent of the First Mortgagees,
based upon one vote for each Mortgage owned have given their »nrior written
approval, neither the Association nor the Owners shall:

(1) subject to California Nenprofit Corporation law to the contrary,
seek, Dy act or omission, to abandon, partitfon, alienate, subdivide, release,
hypothecate, encumber, sell or transfer the Common Area;

{The granting of easements for public utilities or for other public
purposes, consistent with the intended use of such property shall not be deemed
a transfer within the meaning of this clause); ‘ ’

{2} change the method of detarmining the obligations, azssessments,
dues or other charqes which may de levied against & Lot Quwner, or the method of
allocation distributions af {nsuyrance proceeds or condemnation awards; (dues or
charges shall include an adequata reserve fund for the repair and replacement-of
the Common Area and property and {ismprovements under the Assoclation's
Jurisdiction). 31
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{3) by act or oaission, change, waive or abandon any scheme of
regulations, or enforcement thereof, pertaining to the project design, the
maintenance and upkeep of the common fences, private streets, lawns and
plantings within the Properties, &nd maintenance and upkeep of other property
and i{rprovements under the Asscclation’s jurisdicticn.

(A} use any applicable insurance proceeds for losses to the Common
Area property for other than the repair, replacemant or reconstruction of such
Common Area.

(e) Fipst Mortgagees, upon written request, shall have the right to (1)
examine the Books and records of the Association during normal business hours,
(2) require from the Association the submission of audited annual financial
reports and other financial data, (3) recalve written notice of all mestings of
the Mambers, and (4) designate in writing a representative to attend all such
meatings, (5) receive thirty {30) days' written notice prior to the effactive
date of any proposed amendment to this Declaration or the Articles or Bylaws of
the Association and (6) receive Immediate notice following any threatened
condemration proceeding or pn,posed acquisition of any portioﬂ of the Properties..

(f) Professioral management aof this development is required. Any amendment

© to this Declaration regarding the Owners' decision Lo assume salf-management of

the Propartias shall require (1) prior written approval of seventy-five (75%)

percent or more of the first Mortgaqgees and (2) prier written waiver of the
requirement of professicnal mapagement by FNMA.

(g) No prov‘isfon of this Declaration gives any Lot Owner priority over any.
rights of the first mortgagee of any Lot pursuant to its mortgage tn the case of
a distribution to such Lot Owner of insurance proceeds or condemantion awards for
Tosses to or taking of the Common Area property.

-(h) First Mortgagees of Lots within the Properties may, jointly or singly,
pay taxes or other charges which are in default and which have or may become 3
charge against the Common Area property and may pay overdue premiums. on {nsurance
policies, or secure new insurancea coverage upon the lapse of a policy for such
Common Area, and the First Mortgagee(s) making such payments shall be owed
{mmediste reimbursement therefar from the Homeowners' Association.

(1) The Association shall furnish FNMA, GNMA or FHLMC, in care of the
mortgage company or other financial iInstitution acting as i{ts servicer, in
writing, notice of any loss to, or taking of the Common Area {f such lass ar
taking exceeds $10,000.

(j) Any amendment to this Declaration or equivalent document which

- matertally modifies the following shall require prior written approval of

—seventy-five (75%) percent or more of the First Mortgagees before same shall

become affective: voting; assesssment lient or subordination of such liens;

maintenance reserves; insurance; fidelity bonds; rights to use Common Area;

maintenanca responsibility; Dwelliing and Lot boundarfes; right of first refusal
restrictions; and self-management.
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