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FRST 6Mrl'CDPk.c_rNT TO
DECLARATION O f  COVET',,'ANTS, CONDITIONS, RESTRICTIONS

AND RESERVATION OF EASEMENTS
FOR

HIDDEN TRAILS

This First Amendment to Declaration of Covenants, Conditions. Restrictions and
Reservation o f  Easements for Hidden Trails (the "First Amendment") is made by WILLIAM
LYON HOMES, INC., a California corporation ("Declarant").

RECITALS

A. O n  Ju ly  25, 2001, Declarant recorded that  certain Declaration o f
Covenants, Conditions, Restrictions and Reservation o f  Easements fo r  Hidden Trails (the
"Declaration") as Document No. 2001-0517182 in the Official Records of  San Diego County,
California (the "Official Records").

B. S e c t i o n  15.7 o f  the Declaration provides that Declarant may unilaterally
amend the Declaration by recording a written instrument signed by Declarant to comply with any
State laws,

C. O n  September 20, 2002, Title 7 (commencing with Section 895) to Part 2
of Division 2 of the California Civil Code, relating to construction defects claims (the "Right to
Repair Law") was added to State law. The Right to Repair Law will apply to Lots sold in the
Properties using a purchase agreement signed by the purchaser after January 1, 2003, and to
Common Area conveyed to the Association after January 1, 2003.

D. D e c l a r a n t  desires to  amend the Declaration as provided i n  this First
Amendment to establish dispute resolution procedures that comply with the Right to Repair Law.

THEREFORE, Declarant declares as follows:

1. S e c t i o n  1.1.32. Maintenance Guidelines: Maintenance Manua l ;
Maintenance Recommendations. Section 1.1.32 is hereby added to the Declaration as follows:

"1.1.32. Ma in tenance  Guidelines; Maintenance Manual ;  Maintenance
Recommendations. Maintenance Guidelines means any current written guidelines, setting forth
procedures and standards for the maintenance and operation of Common Area by the Association
and the Lots by the Owners, that may be provided to the Association and to each Owner by
Declarant, Guest Builder, the Association or any governmental agency. Maintenance Guidelines
include any Maintenance Manual initially prepared at Declarant's or Guest Builder's direction
and containing recommended frequency o f  inspections and  maintenance activities f o r
components o f  the Common Area and any Maintenance RecommendationS prepared b y
Declarant or Guest Builder pertaining to a Residence or Lot."

2.. S e c t i o n s  1.132 to 1.1.48, DEFINITIONS. Original Sections 1.1.32 to
1.1.48 are hereby renumbered as Sections 1.1.33 to 1.1.49.
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Section 1. R i , r i r i t  to Repair Law. Section 1.1.50 is her a d d e d  'Lc)
the_ Declaration as follows:

"1.1-50. Right to Repair Law. Right to Repair Law means Tnie 7 commencing
with Section 895) of Part 2 of Division 2 of the California Civil Code."

4. S e c t i o n s  1.1.49 to 1.1.52. DEFINITIONS. Original Sections 1_1_49 to
1.1.52 are hereby renumbered as Sections 1.1.51 to 1.1.54.

5. S e c t i o n  3.15,  N O  ENHANCED PROTECTION AGREEMENT.
Section 3.15 is hereby added to the Declaration as follows:

"3.15. N O  ENHANCED PROTECTION AGREEMENT. No provision of this
Declaration, any Notice of Addition and any Supplemental Declaration are intended, or shall be
interpreted, to be an "enhanced protection agreement" as defined in Section 901 o f  the California
Civil Code. Fur ther,  no other express o r  implied representations or  warranties made by
Declarant are intended, or shall be interpreted, to be an enhanced protection agreement"

6. S e c t i o n  4.2.8, Maintenance Guidelines. Section 4.2.8 is hereby added to
the Declaration as follows:

"4.2.8. Maintenance Guidelines. The  power and duty to (a) operate, maintain
and inspect the Common Area and its various components in conformance with any Maintenance
Guidelines and any Maintenance Manual, and (b) review any Maintenance Manual for necessary
or appropriate revisions no less than annually after the Board has prepared the Budget."

7. S e c t i o n s  4.2.8 to 4.2.15: SPECIFIC DUTIES AND POWERS. Original
Sections 4.2.8 to 4_2.15 are hereby renumbered as Sections 4.2.9 to 4.2.16.

8. S e c t i o n  4.5.1, Limits. Section 4.5_1 o f  the Declaration is hereby deleted
in its entirety and replaced with the following Sections 4.5.1 and Section 4.5.2:

"4.5.1. L i m i t s  Generally. A l l  voting, rights are subject to the Restrictions.
Except as provided in Section 4.5.2 and Section 12.3 o f  this Declaration and Section 4.8 o f  the
Bylaws, as long, as there exists a Class B Membership, any provision of the Restrictions which
expressly requires the vote or written consent of a specified percentage (instead of a majority of a
quorum) o f  the Association's voting power before action may be undertaken shall require the
approval of such specified percentage of the voting power of each class of Membership. Except
as provided in Section 4.5.2 and Section 12.3 of  this Declaration and Section 4.8 of the Bylaws,
on termination of  the Class B Membership, any provision of  the Restrictions which expressly
requires the vote or written consent of Owners representing a specified percentage (instead of a
majority of a quorum) of the Association's voting power before action may be undertaken shall
then require the vote or written consent of Owners representing such specified percentage of both
(1) the Association's total voting power and (2) the Association's voting power represented by
Owners other than Declarant and the Guest Builder.

4.5.2. Vo te  to Initiate Construction Defect Claims. Commencing on the date
of the f i rst  annual meeting o f  the Owners. Declarant shall relinquish control over the
Association's ability to decide whether to initiate a construction defect claim under the Right to
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Repair Law (a -Defcci Claim"). This means that (i.) Declarant, (ii) CUITenT employees ane- agents
of Declarant. B o a r d  members who are appoir edhy Declarant. (iv) Board members elected
by a majority of votes cast tn. Declarant, and (v) all other Persons whose vote or written consent
is inconsistent with the intent o f  subsections ( i )  through ( iv)  hereof, are prohibited f rom
participating and voting in any decision of the Association or Owners to initiate a Defect Claim."

9. S e c t i o n  4.5-2. Jo int  Ownership. O r i g i na l  Section 4.5.2 i s  hereby
renumbered as Section 4_5.7:.

10. S e c t i o n  4.6.1. Repair and Maintenance, by Owner. Subsection (a) o f
Section 4.6.1 o f  the Neighborhood Declaration is deleted in its entirety and replaced with the
following:

(a) T h e  Lot. Each Owner shall maintain, at his sole expense, all o f  his Lot.
and the Residence and all other improvements on the Owner's Lot, including landscaping and
any fence or wall constructed on the Lot along the Lot line. Each Owner shall perform all
required maintenance in  accordance with the Restrictions and the Maintenance Guidelines
discussed i n  Section 17.2.5 hereof. Un less  otherwise specified i n  the Restrictions o r  the
Maintenance Guidelines, (i) each Owner's maintenance obligations includes the obligation to
keep the items Owner is obligated to maintain in a clean and sanitary condition, free o f  debris
and reasonably protected from damage consistent with the Restrictions and the Maintenance
Guidelines, and (ii,) each Owner shall bear all costs and expenses of  the maintenance that the
Owner is required to perform pursuant to the Restrictions and the Maintenance Guidelines. Each
Owner shall pay when due all charges for any utility service which is separately metered to the
Owner's Lot."

11. S e c t i o n  4.6.2., Repair and Maintenance, by Association. Subsection (b)
of Section 4.6.2 of the Declaration is deleted in its entirety and replaced with the following:

(b) M a i n t e n a n c e  Standards. Subject to Articles IX and X.  the Association
shall maintain the Common Area and Improvements thereon o r  shall contract to  assure the
Common Area and Improvements thereon are maintained i n  a  clean, sanitary and attractive
condition reasonably consistent with the level o f  maintenance reflected i n  the most current
Budget, and consistent with the requirements of the Restrictions and the Maintenance Guidelines
discussed in Section 17.2.5 hereof. However, the Association is not responsible for performing
those items of maintenance, repair, replacement or improvement of the Lots, the maintenance of
which is the responsibility of the Owners pursuant to Section 4.6.1. Unless specifically provided
in any Maintenance Guidelines, the Board shall determine, in its sole discretion, the level and
frequency of maintenance of the Common Area and Improvements thereon."

12. S e c t i o n  4.6.3, Inspection o f  the Properties. S e c t i o n  4.6.3 o f  the
Declaration is hereby deleted in its entirety and replaced with the following:

"4.6.3. Community Inspections. The Board shall require strict compliance with
all provisions of this Declaration and shall periodically cause a compliance inspection of the
Properties to be conducted by the Design Review Committee to report any violations thereof.
The Board shall also cause condition inspections of the Common Area and all Improvements
thereon to be conducted in confotiliance with the applicable Maintenance Guidelines, and in the
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absence of inspection frequency recommendations in any anniicable Maintenance Guidelines at
least once every three (3) years, in conjunction with the inspection reduired for the FeScn'e study
to be conducted pursuant to Section 2.10 of the Bylaws, to (a) de-Let-mine whether the Common
Area is being maintained adequately in accordance with the standards of maintenance -established
in Section 4.6.1, (b) identify the condition of the COMMOE Area and any improvements thereon,
including the existence of any hazards or defects, and the need for performing additional
maintenance, refurbishment, replacement, or repair, and ( c) recommend preventive actions which
may be taken to reduce potential maintenance costs to be incurred in the future. The Board shall,
during its meetings, regularly determine whether the recommended inspections and maintenance
activities set forth in any applicable Maintenance Guidelines have been followed and, i f  not
followed, what corrective steps need to be taken to assure proper inspections and maintenance of
the Common Area The Board shall keep a record of such determinations in the Board's
minutes. The Board shall keep Declarant fully informed of the Board's activities under this
Section 4.6.3. The Board shall employ, consistent with reasonable cost management, such
experts, contractors and consultants as are necessary to perform the inspections and make the
reports required by this Section.

The Board shall prepare a report of the results of each of the inspections required
by this Section. Reports shall be furnished to Owners within the time set for furnishing, the
Budget to the Owners. The report of a condition inspection must include at least the following:

(a) a  description of the condition of the Common Area, including a list
of items inspected, and the status of maintenance, repair and need for replacement of  all such
items;

(b) a  description o f  all maintenance, repair and replacement planned
for the ensuing Fiscal Year and included in the Budget;

(c)
reason for such deferral;

(d) a  summary of all reports o f  inspections performed by any expert,
contractor or consultant employed by the Association to perform inspections since the Board's
last condition inspection report;

(e) a  report o f  the status o f  compliance w i th  the maintenance,
replacement and repair needs identified i n  the inspection report fo r  preceding years and
identified in any applicable Maintenance Guidelines; and

(f)

i f  any maintenance, repair or replacement is to be deferred, the

such other matters as the Board considers appropriate.

For a period o f  ten (10) years after the date of  the last Close of  Escrow in the
Properties, the Board shall also furnish to Declarant (a) the report of each condition inspection
performed for the Board, whenever such inspection is performed and for whatever portion of the
Common Area that is inspected, within thirty (30) days after the completion of such inspection,
and (b) the most recent condition inspection report prepared for  any portion o f  the Common
Area, within ten (10) days after the Association's receipt o f  a written request therefor from
Declarant."
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Section 7.2,1. ENFC4Z.C.EMENT OF RESTRICTIONS. Section 121 o f
the Declaration is hereby deleted in its entirety and replaced with the following,:

"11.1. ENFORCEMENT OF RESTRICTIONS. A l l  disputes arising under the
Restrictions, other than those described in Sections 122. 123 and Article XVII  or regulated bv
Civil Code Section 1375, shah be resolved as follows:"

14. S e c t i o n  12.1.3. Legal Proceedings. Section 12.1.3 o f  the Declaration is
hereby deleted in its entiretY and replaced with the, following:

"12.1.3. Lega l  Proceedings. Fai lure to comply with any o f  the terms o f  the
Restrictions -by any Person is grounds for relief which may include an action to recover damages,
injunctive relief, foreclosure of any lien, or any combination thereof; provided, however, that the
procedures established in Section 1354 o f  the California Civil Code and in  Sections 12.1.1,
12.1.2 and 17.3 must first be followed, if they apply."

Section 12.1.7. Limit on Expenditures. Section 12.1.7 of the Declaration
is hereby deleted in its entirety and replaced with the following:

"12.1.7. L i m i t  on Expenditures. T h e  Association may not incur litigation
expenses, including attorneys' fees, or borrow money to fund litigation, where the Association
initiates legal proceedings or is joined as a plaintiff in legal proceedings, unless the Association
first obtains the consent of the Owners (excluding the voting power of any Owner who would be
a defendant in such proceedings) and, i f  applicable, complies with the requirements of  Section
1354 of  the California Civil Code. Such approval is not necessary i f  the legal proceedings are
initiated (a) to enforce the use restrictions contained in Article II, (b) to enforce the architectural
and landscaping control provisions contained in Article V. (c) to collect any unpaid Assessments
levied pursuant to the Restrictions, (d) for a claim, the total value of  which is less than Five
Hundred Thousand Dollars ($500,000), or (e) as a cross-complaint in litigation to which the
Association is already a party. I f  the Association decides to use or transfer reserve funds or
borrow funds to pay for any litigation, the Association must notify the Owners o f  the decision by
mail. S u c h  notice shall provide an explanation o f  why the litigation is  being initiated or
defended, why operating funds cannot be used, how and when the reserve funds will be replaced
or the loan will be repaid, and a proposed budget for the litigation. The notice must state that the
Owners have a right to review an accounting for the litigation which wil l  be available at the
Association's office. T h e  accounting shall be updated monthly. I f  the Association action to
incur litigation expenses or borrow money to fund litigation concerns a Defect Claim defined in
Section 4.5.2 o f  this Declaration, then the voting requirements o f  both Section 4.5.2 and this
Section 12.1.7 must be met."

16. S e c t i o n  12.4. DISPUTE WITH DECLARANT PARTIES. Section 12.4
of the Declaration is hereby deleted in its entirety.

17. S e c t i o n  15.7, AMENDMENTS. Sect ion  15.7 o f  the Declaration is
hereby deleted in its entirely and replaced with the following:

"15.7. AMENDMENTS. N o  amendment may be made to this Article without
the prior written approval of Declarant. A t  any time before the first Close of Escrow in Phase 1,
Declarant may unilaterally amend o r  telininate this Declaration b y  Recording a  written
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instrumen7 which effects the amendment or termination and is signed and acitnowledged by
7--)eciarant. F o r  so lonc,. as Declarant owns am portion o f  the Properties or the Annexable
Territory. Declarant mav unilaterally amend this Declaration by Recording a written instrument
signed by Declarant to (a) conform this Declaration to the rules, regulations or requirements of
the VA, FHA, DRE, FNMA. GNM,A, or FHLMC, (b) amend Article UT (Cl amend any of  the
Exhibits to  this Declaration that depict portions o f  the Properties i n  a  Phase i n  which
Assessments have not commenced, (d) comply with any City, County, State or Federal laws or
regulations. (e) correct any typographical errors and ( f )  supplement this Declaration wi th
provisions which pertain to the rights and obligations of  the Declarant. the Association or the
Owners arising under the Right to Repair Law.'

1E. A r t i c l e  XVI I .  WARRANTIES. DISCLAIMER O F  WARRANTIES,
RIGHT T O  R E P A I R  A C K N O W L E D G M E N T S  A N D  PROCEDURES.  A N D
ALTERNATIVE DISPUTE RESOLUTION PROCEDURES. T h e  following is added as
Article XVII to the Declaration:

"ARTICLE XVII
WARRANTIES, DISCLAIMER OF WARRANTIES, RIGHT TO REPAIR

ACKNOWLEDGMENTS AND PROCEDURES, AND _ALTERNATIVE DISPUTE
RESOLUTION PROCEDURES

17.1. WARRANTIES .

17.1.1. Limited Home Warranty. Declarant presently intends, but shall not have
any obligation whatsoever, t o  extend a  Home Builder's Limited Warranty (the "Home
Warrant") to the original purchaser from Declarant of  a Lot in the Properties. I f  Declarant
extends a Home Warranty to such original purchaser, a copy of the form of the Home Warranty
for the particular Lot will be available from Professional Warranty Service Corporation, P.O.
Box 800, Annandale. VA 22003-0800. Every original purchaser and every successive Owner of
such Lot shall be bound by and be a beneficiary o f  the Home Warranty during the "Warranty
Period" as defined in the Home Warranty (and as generally summarized below). A l l  disputes
between any of  the "Developer Parties" (as defined in Section 17.3 below) and the original
purchaser, and/or any successive Owner of such Lot, shall be resolved as provided in subsection
17.1.6 below. Nothing in the Home Warranty or any other document provided by Declarant in
conjunction with the original sale of a Lot in the Properties diminishes any rights or obligations
the original purchaser (or any successive Owner) or the Declarant may have under California
Civil Code Sections 895 through 945.5 (the "Right to Repair Law"). The Home Warranty does
not constitute either an "enhanced protection agreement" under California Civil Code Section
901 or alternative nonadversarial contractual provisions under Civil Code Section 91.4.

17.1.2. Warranty Period under the Home Warranty. The Warranty Period of
the Home Warranty for a particular Lot is set forth in the Limited Warranty Validation Form
included with the Home Warranty. T h e  subsequent resale o f  the Lot  wi l l  not extend the
Warranty Period.

17.1.3. Coverage Limits for Residences. T h e  coverage limits under the Home
Warranty for the Residence are set forth in the Limited Warranty Validation Form included with
the Home Warranty.
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17.1.4. Common Area Limited Warranty. Declarant presently intends, but
shall not have any obligation whatsoever, to extend to the Association a Home Builder's Limited
Warrant y applicable to some or all o f  the Common Area transferred by the Declarant to the
Association (the "Common Area Warranty"), I f  Declarant extends a Common Area Warranty
to the Association, a  copy o f  the form o f  the Common Area Warranty for  the respective
Common Area will be available from Professional Warranty Service Corporation, P.O. Box 800.
Annandale, VA :12003-0800. The provisions of the Common Area Warranty shall apply during
the Warranty Period as defined in the Common Area Warranty and summarized below with
respect to Common Area transferred subject to a Common Area Warranty. Noth ing in the
Common Area Warranty or any other document provided by Declarant in conjunction with the
original transfer of any Common Area to the Association diminishes any rights or obligations the
Association (or any successive transferee) or the Declarant may have under the Right to Repair
Law. T h e  Common Area • Warranty does not  constitute either an "enhanced protection
agreement" under California Civil Code Section 901 or  alternative nonadversarial contractual
provisions under Civil Code Section 914.

17.1.5. Warranty Period. under the Common Area Warranty. The  Warranty
Period under the Common Area Warranty for the Common Area i s  set forth in the Limited
Warranty Validation Form included with the Common Area Warranty.

17.1.6. Arbitration o f  Disputes Subject to a Home Warranty o r  Common
Area Warranty. Notwithstanding, any other dispute resolution provisions set forth in  this
Declaration, all disputes during the Warranty Period between any o f  the Developer Parties and
the original purchaser of a Lot in the Properties, (or any successive Owner of such Lot) relating
to a Lot that is subject to a Home Warranty shall be resolved by binding, arbitration as provided
in the Horne Warranty (which is governed by the Federal Arbitration Act (9 U.S.C. §§ 1-16)),
and shall be subject to the limitations on statutory and common law rights and remedies set forth
in the Home Warranty. Should the binding arbitration provisions be ruled invalid, unenforceable
or otherwise not applicable to a dispute between any of  the Developer Parties and the original
purchaser, or  any successive Owner, the dispute shall be resolved i n  accordance with the
alternative dispute resolution provisions set forth in Section 17.3 below. Similarly, all disputes
during the Warranty Period between any of the Developer Parties and the Association regarding
any Common Area that is subject to a Common Area Warranty shall be resolved by binding
arbitration as provided in the Common Area Warranty, and shall be subject to the limitations on
statutory and common law rights and remedies set forth in the Common Area Warranty. Should
the binding arbitration provisions be ruled invalid, unenforceable or otherwise not applicable to a
dispute between any of the Developer Parties and the Association, the dispute shall be resolved
in accordance with the alternative dispute resolution procedures set forth in Section 17.3 below.

17.1.7. DISCLAIMER AND WA I V E R  OF  WARRANTIES AND OTHER •
RIGHTS. A N Y  HOME WARRANTY ISSUED BY DECLARANT TO THE ORIGINAL
PURCHASER OF A LOT TN THE PROPERTIES IS THE ONLY WARRANTY_ EXPRESS
OR IMPLIED, M A D E  B Y  DECLARANT W I T H  REGARD T O  T H E  RESIDENCE.
DECLARANT M A K E S  N O  OTHER EXPRESS O R  IMPL IED WARRANTIES O R
REPRESENTATIONS REGARDING EITHER LATENT OR PATENT DEFECTS IN  THE
RESIDENCES. O R  A N Y  COMPONENTS THEREOF, OR FIXTURES O R  PERSONAL
PROPERTY INSTALLED THEREIN, OR AS TO THE MERCHANTABILITY, FITNESS,
HABITABILITY, OR QUALITY THEREOF. AND TO THE FULLEST EXTENT ALLOWED
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BY LAW.  EXPRESSLY DISCLAIMS A N Y  AND A L L OTHER EXPRESS OR IMPLIED
V' ARRANTIT' S A N D  REP RE ST-TNI,41_TI ONl S S I M I L A R L Y.  , A N Y  COlv11\4 ON A R E A
WARRANTY ISSUED B Y  DECLARANT T O  T H E  ASSOCIATION REGARDING
SPECIFIED COMMON AREA I S  THE O N LY WARRANTY, EXPRESS O R  IMPLIED,
MADE B Y  DECLARANT WITH RESPECT IC)  SUCH SPECIFIED COMMON AREA.
EXCEPT FOR.  A  C O M M O N  A R E A  WA R R A N T Y  ISSUED B Y  DECLARANT,
DECLARANT M A K E S  N O  O T H E R  EXPRESS WARRANTY O R  A N Y  I M P L I E D
WARRANTIES OR REPRESENTATIONS REGARDING EITHER LATENT OR PATENT
DEFECTS IN ANY COMMON AREA, OR ANY COMPONENTS THEREOF, OR FIXTURES
OR P E R S O N A L P R O P E RT Y I N S TA L L E D  T H E R E I N ,  O R  A S  T O  T H E
MERCHANTABILITY, FITNESS, HABITABILITY,  OR QUALITY THEREOF, A N D  TO
THE FULLEST EXTENT ALLOWED BY LAW, EXPRESSLY DISCLAIMS ANY AND ALL
OTHER EXPRESS OR IMPLIED WARRANTIES AND REPRESENTATIONS.

17:2. R I G H T  T O  R E P A I R  A C K N O W L E D G M E N T S  A N D  N O N -
ADVERSARIAL PRE-LITIGATION PROCEDURES.

17:2.1. Owner's Acknowledgment of Right to Repair Procedures. Declarant
hereby notifies each Owner of a Lot in the Properties of the existence of the non-adversarial pre-
litigation procedures set forth in California Civil Code Sections 910 through 938 (the "Right to
Repair Procedures"), and further notifies each Owner that such procedures impact the legal
rights of each Owner. Each Owner acknowledges that Declarant has notified such Owner of the
name and address of the agent for notice of claims pursuant to Section 912(e) of  the California
Civil Code. Each Owner also acknowledges that Declarant has notified such Owner pursuant to
California Civi l  Code Section 914(a) that Declarant intends to engage in the Right to Repair
Procedures with respect to any formal claim initiated by an Owner under such procedures.
Notwithstanding the forgoing, each Owner understands and agrees that pursuant to Section 915,
Declarant's rights include the right not to 20 through the Right to Repair Procedures at any time.
Each Owner covenants and agrees to  comply wi th the provisions o f  the Right to Repair
Procedures.

17.17. Association's Acknowledgment o f  R igh t  t o  Repa i r  Procedures.
Declarant hereby notifies the Association of  the existence of  the non-adversarial pre-litigation
procedures set forth in the Right to Repair Procedures, and further notifies the Association that
such procedures impact the legal rights of  the Association. The Association acknowledges that
Declarant has notified it of the name and address of  the agent for notice of  claims pursuant to
Section 912(e) of the California Civil Code. The Association also acknowledges that Declarant
has notified it pursuant to California Civil Code Section 914(a) that Declarant intends to engage
in the Right to Repair Procedures with respect to any formal claim initiated by the Association
under such procedures. Notwithstanding the forgoing, the Association understands and agrees
that pursuant to Section 915, Declarant's rights include the right not to go through the Right to
Repair Procedures at arty time.

17.2.3. Application of  Right to Repair Law. I f  a claim has been made by an
Owner or the Association in compliance with California Civil Code Section 910 (a "Right to
Repair ('laim"), the dispute resolution procedures set forth in Section. 17.1.6 above shall apply
after application of the Right to Repair Procedures.
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The Association acknowledges that in the event o f  a dispute between the
'Association and Declarant regarding a claim for defects in the deslgn and/or construction of any
Improvements in the Properties, the Association shall, prior to commencing any arbitration,
judicial reference or other adversarial dispute resolution procedure, comply with the provisions
of California Civil Code Section 1375 ("Calderon") and, with respect to Right to Repair Law
Claims, the Right to Repair Law Procedures; provided, however, that in no event shall the
Association or the Declarant be required to duplicate any obligations or requirements under said
laws. I f  the parties to such dispute are unable to resolve such dispute in accordance with such
pre-litigation procedures, the dispute shall be resolved i n  accordance with the provisions o f
Section 17.1.6 above and Section 17.3 below. I n  all cases, each party shall be solely responsible
for its own arcomey's fees.

Nothing herein diminishes t h e  r ights a n d  obligations o f  Owner.
Association and Declarant under the Right to Repair Law Procedures with respect to any Right
to Repair Law Claim.

17.2.4. Delivery of  Documents. Each original Owner of a Lot in the Properties
acknowledges that Declarant has instructed such Owner to provide any documents provided to
such Owner in conjunction with the original purchase of such Lot to any subsequent purchaser,
and each Owner hereby covenants to provide all of such documents to any subsequent purchaser
of such Owner's Lot. Similarly, the Association acknowledges that Declarant has instructed the
Association to provide any documents provided to the Association in  conjunction with the
original transfer of any Common Area to any subsequent transferee, and the Association hereby
covenants to provide all of  such documents to any subsequent transferee of the Common Area.

17.2.5. Maintenance a n d  Preventat ive Main tenance Schedules a n d
Obligations. Each Owner, as to his respective Lot, and the Association, as to the Common
Area, acknowledge that Declarant has provided such Owner and the Association w i th
maintenance and preventative maintenance schedules and obligations pertaining to such Owner's
Lot and to the Common Area. Notwithstanding the foregoing, Declarant reserves the right, by
wriuen notice to  each Owner  and/or to  the Association, to  supplement and/or amend such
maintenance and preventative maintenance schedules and obligations from time to time. Each
Owner and the Association also acknowledge that by law, such Owner and the Association are
obligated to follow all reasonable maintenance and preventative maintenance schedules and
obligations communicated i n  writ ing b y  Declarant as  we l l  as  a l l  commonly accepted
maintenance practices. E a c h  Owner and the Association covenant to faithfully fol low all
maintenance and preventative maintenance schedules and obligations applicable t o  their
respective Lot and Common Area, as the case may be (and each Owner shall require and cause
any tenant or lessee of such Owner's Lot to follow all such schedules and obligations).

17_2.6. Manufactured Products Maintenance a n d  L i m i t e d  Wa r r a n t y
information. Each Owner, as to his respective Lot, and the Association, as to the Common
Area, acknowledge that Declarant has provided such Owner and the Association w i th
manufactured product maintenance, preventative maintenance and limited warranty information
pertaining to such Owner's Lot and to the Common Area. Notwithstanding the foregoing,
Declarant reserves the right, by written notice to each Owner and/or to the Association, to
supplement and/or amend such manufactured product maintenance, preventative maintenance
and limited warranty information from time to time. Each  Owner and the Association also
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acknowledge that by law, such Owner and the Association are obligated to follow all reasonable
maintenance and preventative maintenance schedules and obligations communicated in writing
from Declarant as well as commonly accepted maintenance practices. Each  Owner and the
Association covenant to faithfully follow all such maintenance and preventative maintenance
schedules and obligations contained in all such manufactured product maintenance, preventative
maintenance and limited warranty infoimation (and each Owner shall require and cause any
tenant or lessee of such Owner's Lot to follow all such schedules and obligations).

17.2.7. Indemnification. E a c h  Owner o f  a  Lo t  i n  the Properties and the
Association covenant to indemnify, defend and hold Declarant harmless from any loss, costs or
damages arising from such Owner's or the Association's failure or  refusal to perfoull i ts
respective obligations under this Section.

17.2.8. Mortgagee Protection Provision. A  violation of any right of the Right to
Repair Procedures set forth herein shall not affect or impair the lien or charge of any bona fide
mortgage or deed of trust made in good faith and for value on the Lot, provided, however, that
all persons and/or entities now or hereafter acquiring any interest in the Lot shall be bound by the
Right to Repair Procedures set forth herein, without regard to whether such owner's title was
acquired by foreclosure, a trustee's sale or otherwise.

17.2.9. Termination o f  the Right to Repair Procedures. The Right to Repair
Procedures set forth in this Section 17.2 shall terminate and be of no further force or effect upon
the first to occur of  any of the following: (a) the repeal or judicial invalidation of the Right to
Repair Law, or  applicable portions thereof; (b) the expiration o f  all applicable statutes o f
limitations for the filing of any form of legal proceedings against Declarant in any way relating
to or arising out of the development construction, sale and/or transfer of any of the Lots and/or
Common Area in the Properties, or (c) the fifteenth (15th) anniversary o f  the date o f  the
recordation o f  the Grant Deed conveying a  specific Lo t  to the original purchaser, o r  the
recordation of the Grant Deed conveying the respective Common Area to the Association, as the
case may be, in the Official Records of the County in which the Properties are located.

17.3. A LT E R N AT I V E  DISPUTE RESOLUTION PROCEDURES. A l l  disputes
between or among (a) the Association, (b) any Owner(s), and/or (c) the Declarant, any directors,
officers, partners, employees, contractors, subcontractors, consultants, agents or representatives
of the Declarant (collectively the "Developer Parties") which in any way arise out of, or relate
to, this Declaration or the Properties, including without limitation (i) the interpretation and/or
enforcement of the Restrictions; (ii) damage to or defects in the design and/or construction of
any Residence, the Common Area and/or other Improvements within the Properties; (iii) damage
to the Residences which arises out of, or is integrally related to, any damage to or defect in the
Common Area, (iv) claims pursuant to a Home Warranty, or (v) claims pursuant to the Common
Area Warranty (the "Subject Disputes") shall be resolved in accordance with this Section 1 7.3.
Each Owner of a Lot in the Properties, the Association and Declarant, for and on behalf of itself
and all o f  the Developer Parties, acknowledge and agree that such implementation of  dispute
resolution procedures pursuant to this Declaration is in  accordance with the philosophy and
intent of the Federal Arbitration Act (9 U.S.C. Sections 1-16) which is designed to encourage the
use o f  alternative methods o f  dispute resolution that avoid costly and potentially lengthy
traditional court proceedings. Parties interpreting this subsection shall follow the federal court
rulings which provide, without limitation, that the Federal Arbitration Act (A) is a congressional
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declaration o f  a  l iberal federal po l icy  favoring. arbitration agreements, norwithst.andin
substantive or procedural state policies to the contrary; (B ) requires that federal and state courts
rigorously enforce agreements to arbitrate; (IC) requires the scope o f  this alternative dispute
resolution agreement be interpreted broadly in favor o f  arbitration; and (D) requires disputes
over whether an issue is arbitrable be resolved in  favor o f  arbitration. Specif ical ly, this
subsection is to be interpreted in accordance with Alliec:-Bruce Termini): Companies, Inc. v.
Dobson, 115 S. Cr. E34 (1995), and other federal court rulings. References herein to California
Code Sections are not intended to be, and shall not be interpreted to be, a waiver of rights created
under the Federal Arbitration Act.

17,3.1 Association's Authorization to Initiate Proceedings. T h e  Board, for
and on behalf of the Association, is authorized and empowered to initiate, defend, participate in,
pay costs and expenses incurred in  connection with, and settle any mediation, arbitration,
administrative and/or judicial proceedings regarding any of the Subject Disputes. A n y  recovery
by the Association or any Owner for any damage to, or defect in, Common Area shall be utilized
solely for the purpose of correcting such damage or defect. The Board shall have the authority to
perform any act reasonably necessary t o  resolve any dispute through alternative dispute
resolution ("ADR") proceedings. Without limiting the generality of  the foregoing, the Board
and each Owner covenants and agrees to comply with the mandatory ADR requirements set forth
in Section 1354 of the California Civil Code, as same may be amended from time to time.

17.3.2. Arbitration o f  Disputes Subject to a Home Warranty o r  Common
Area Warranty. T o  the extent that a Home Warranty has been issued by Declarant for a
specific Lot and/or a Common Area Warranty has been issued by Declarant for a specific portion
of the Common Area and the Warranty Period under such warranty is still in effect, all disputes
regarding such Lot and/or Common Area shall be resolved by binding arbitration in accordance
with provisions of such warranty, as provided in Section 17.1.6 above.

1.7_3_3. Special Mee t i ng  o f  t h e  Associat ion f o r  Disputes Regard ing
Construction Defects. I n  the event the Board decides to  commence binding arbitration
proceedings under an applicable warranty as provided in this Article or decides to commence any
other legal proceedings against any of the Developer Parties relating to an alleged defect in the
design and/or construction o f  any Improvements i n  the Properties, the secretary o f  the
Association shall call a  special meeting o f  the Association. I n  addition to the information
required by Section 1375 to be specified in the notice o f  such meeting, the notice shall also
specify the following: (a) the estimated costs to repair the defects; (b) how the necessary repairs
will be funded; (c) the name of the attorney whom the Association is contemplating retaining and
an estimate o f  the artomey's fees, consultant's fees and any other costs to be incurred to
prosecute such proceedings; (d) how such fees and costs will be funded; (e) each member's duty
to disclose to prospective purchasers the alleged defects; and ( f )  the potential impact the
proceedings may have on the marketability and availability o f  financing fo r  Lots i n  the
Properties. Such notice shall be sent to all members o f  the Association. T h e  decision o f  the
Board to commence binding arbitration proceedings under an applicable warranty as provided in
this Article or to commence any other legal proceedings against any of  the Developer Parties
relating to an alleged defect in the design and/or construction o f  any Improvements in  the
Properties must be approved by not less than fifty-one percent (51%) of the voting power of the
Association residing in members other than the Declarant.
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7.3.4. California Civil Code Section 13•S4. The parties to any and all disputes
which are .subiect to California Civil Code. Section 1354 shall comply with the pre-liticratior
requirements of that section prior to initiating any adversarial dispute resolution procedure.

.5. Unresolved and Other Disputes. A n y  disputes between or amonc,
Association, any Owner(s) and/or the Developer Parties in the following categories shall be
resolved in accordance with the judicial reference provisions of  subsection 17.3.6 below: ( a
disputes re(zarding property not subiect to a Home Warranty or Common Area Warranty, (b)
disputes SUbjeCt to a Home Warranty or a Common Area Warranty where the binding arbitration
procedure has been ruled to be invalid, unenforceable or otherwise not applicable, and/or (c)
disputes under Civil Code Section 1354, which are not otherwise subject to California Civil
Code Section 1375 o r  the Right to Repair Law. Notwithstanding the foregoing, disputes
regarding only delinquent Assessments, and disputes with the Declarant regarding only the
release of completion bonds for the Common Area, shall proceed directly to civil litigation.

17.3.6. Judicial Reference. A l l  disputes specified in  subsection 17.3.5 above
shall be submitted to general judicial reference pursuant to California Code of Civil Procedure
Sections 638 and 641-645 or any successor statutes thereto. Within ten (10) days of  receipt by
any party o f  a written request to resolve any such dispute under subsection 17.3.5 above, the
parties shall agree upon a single referee. I f  the parties are unable to agree upon a referee within
such ten (10) day period, then any party may thereafter seek to have a referee appointed under
the California Code of Civil Procedure Sections 628 and 640. I f  the referee is appointed by the
Court, the referee shall be a retired judge from JAMS, the American Arbitration Association
("AAA") or similar mediation/arbitration entity. The  proposed referee may be challenged for
any of the grounds listed in Section 641 o f  the California Code of Civil Procedure. The parties
shall cooperate in good faith to ensure that all necessary and appropriate parties are included in
the judicial reference proceeding. I f  a dispute involves parties other than those listed above, this
provision shall be interpreted to bring those third-party disputes into the general reference
procedure prescribed herein to the extent permitted by law. A l l  parties shall cooperate in good
faith to ensure that all necessary and appropriate parties are included in  the judicial reference
proceeding. Declarant shall not be required to participate in the general reference proceeding i f
all parties against whom Declarant has necessary or permissive cross-claims or counterclaims,
including without limitation other Developer Parties, will not or cannot be joined in the judicial
reference proceeding.

(a) T h e  parties shall use the procedures adopted by JAMS for judicial
reference (or any other entity offering judicial reference dispute resolution procedures as may be
mutually acceptable to the parties), provided that the following rules and procedures shall apply
in all cases unless the parties agree otherwise:

(b) I f  the Declarant is a party to such judicial reference proceedings,
any fee to initiate such proceedings shall be advanced by the Declarant; however, the fees and
costs o f  the judicial reference proceedings (e.g...., the fee for the referee and all expert witness
fees and costs, etc., but excluding all attorneys' fees) shall ultimately be borne as determined by
the referee. I n  all cases, each party shall bear its own attomey's fees at its sole cost and expense;

(c) T h e  proceedings shall be heard i n  the County i n  which the
Properties are located, unless all parties agree to a different location;
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The referee shall have the power to decide all issues of  fact and/or
law, and to Tenon a statemen„ of decision to the court on such issues, and to issue all recognized
remedies available Et. lay,' or in to-airy for any cause of action that is before the referee:

(e) T h e  referee may require one or more pre-hearing conferences

(f) T h e  parties shall be entitled to discovery, and the referee shall
oversee discovery and rno- enforce all discovery orders in the same mariner as any trial court

•

(g) A stenographic record of the proceedings shall be made:

(b) T h e  referee's statement of decision shall contain findings o f  fact
and conclusions of law to the extent applicable and shall stand as the decision of the court;

The referee shall have the authority to rule on all post-hearing
motions in the same manner as a trial judge; and

(i) T h e  parties shall promptly and diligently cooperate wi th  one
another and the referee, and shall perform such acts as may be necessary to obtain a prompt and
expeditious resolution of the dispute.

(k) T h e  statement o f  decision o f  the referee upon all o f  the issues
considered by the referee shall be binding upon the parties, and upon filing of  the .statement of
decision with the clerk of the court, or with the judge where there is no clerk, judgment may be
entered thereon in the same manner as i f  the action had been tried by the court. The decision of
the referee shall be appealable as i f  rendered by the court_

- 1 7 . 4 _  W A I V E R  OF  COURT A N D  JURY T R I A L .  A S  T O  A L L  DISPUTES
SUBJECT T O  T H E  A LT E R N AT I V E  DISPUTE RESOLUTION PROVISIONS S E T
FORTH OR REFERENCED IN THIS ARTICLE, EACH OWNER, THE ASSOCIATION
AND DECLARANT WAIVE ANY RIGHTS TO JURY TRIAL, APPEAL AND OTHER
CIVIL L I T I G AT I O N  PROCEEDINGS F O R  S U C H  DISPUTES,  E X C E P T  A S
OTHERWISE EXPRESSLY SET FORTH O R  REFERENCED HEREIN.  I N  T H E
EVENT ANY OF THE PROCEDURES SET FORTH OR REFERENCED HEREIN ARE
DETERMINED T O  B E  I N VA L I D  O R  UNENFORCEABLE, I N  W H O L E  O R  I N
MATERIAL PART,  SUCH T H AT  T H E  RESOLUTION O F  T H E  DISPUTE S H A L L
PROCEED BY WAY OF CIVIL LITIGATION PROCEEDINGS, E A C H  OWNER, THE
ASSOCLATION AND DECLARANT NONETHELESS WAIVE THE RIGHT TO JURY
TRIAL WITH RESPECT TO SUCH DISPUTE.

17.5. AMENDMENTS.  The provisions of  this Article may not be amended without
the express written consent of Declarant."

19. R u n  with the Land. A l l  provisions of this First Amendment are imposed
as equitable servitudes on the Properties. A l l  covenants, conditions, restrictions and easements
in this First Amendment shall (a) run with and burden the Properties, and (b) be binding on and
for the benefit of all of the Properties and all persons acquiring any interest in the Properties.
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A-prilicabiiity. The Right to Repair Law and this First Amendment shall
ap:70/ to Lots sold in the Properties uinn a purchase aLireernent that was executed after January
1, -)003, and to Common Area conveved to the Association after January 1, 2003.

Ratification. Except as expressly modified herein, the capitalized terms
used in this Firs Amendment shall have the meanings given them in the Declaration. T h e
Declaration, as amended by the First Amendment is ratified and affirmed by Declarant.

This Amendment is dated for identification purposes  A p r i l  14  ,

WILLIAM LYON HOMES, INC.,
a California corporation

By:

By:

Title:

Title:

-14-

Print Name:

L a r r y  I .  S m i t h

V i c e  P r e s i d e n t

E r i c k  Va n  W e c h e l

A s s t .  S e c r e t a r y

Declarant
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State of California.

County of San Dieao

On  A p r i l  74, 2003

personally appeared

RNA ALL-PURPOSE ACKNOWLEDGEMENT

Date

Personally known to me — or -

PATRICIA A. O'NEILL
COMM *1243307

NOTARY PUBLIC • CALIFORNIA g
SA N DIEGO COUNTY

Novveam./24..12003

Place Notary Seal Above

, before me,  P a t r i c i a  A. O'Neil l ,  Notary Public
Name and Ti t le o f  Off icer  (e.g., " Jane  Doe, Notary Publ ic" )

Larru 1. Smith and Erick Van Wechel********

Name(s) o f  Signer(s)

I 1 Proved to me on the basis of evidence to be the
person(s) whose name(s) is/are subscribed to the
within instrument and acknowledged to  me that
he/she/they executed the  same i n  his/her/their
authorized capacity(les), and that by his/her/their
signatures(s) on the instrument the person(s), or
the entity upon behalf of which the person(s) acted,
executed the instrument.

VVITN m y  hand and offiuial, seal.

Signature of Notary Public


